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PART I 

The terms ‘‘we,’’ “our,” “us” and “Atmos Energy” refer to Atmos Energy Corporation and its subsidiaries, 
unless the context suggests otherwise. 

~~ 1. Buiness. 

Overview and Strategy 

Atnios Energy Corporation, headquartered in Dallas, Texas, is engaged primarily in the regulated natnral 
gas distribution and transmission and storage businesses as well as other nonregulated natural gas businesses. 
Since OUT incorporation in Texas in 1983, we have grown primarily through a series of acquisitions, the most 
recent of which was the acquisition in October 2004 of the natural gas distribution and pipeline operations of 
TXU Gas Company. We are also incorporated in rhe state of Virginia. 

Today, we distribute natural gas through regulated sales and transportation arrangements to approxirriately 
3.2 n a o n  residential, commercial, public authority and industrial custormers in 12 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 our nonregulated businesses, we primarily provide natural gas management and marketing 
services to municipalities, other local gas distribution companies and industrial customers primarily in the 
Midwest and Southeast and natural gas trausportation along with storage services to certain of our natural gas 
distribution divisions and third parties. 

Our overall strakgy is to: 

deliver superior shareholder value, 

* improve the quality and consistency of earnings growth, while operating our regulated and nonregulated 
businesses exceptionally well and 

* enhance and strengthen a culture built on our core values. 

We have experienced more than 20 consecutive years of inc~easing dividends and earnings growth after 
giving ef€ect to our acquisitions. Historically, we achieved this record of growth through acquisitions while 
efficiently managing our operating and maintenance expenses and leveraging our technology, such as our 
%hour call centers, to achieve more efficient operations. In recent years, we have also achieved gmwth by 
implementing rate designs that reduce or eliminate regulatory lag and separate the recovery of our approved 
margins from customer usage patterns. In addition, we have developed various commercial opportunities 
within our regulated transmission and storage operations. Finally, we have strengthened our nonregulated 
businesses by increasing sales volumes and actively pursuing opportunities to increase the amount of storage 
available to us. 

Our core values include focusing on our employees and customers while conducting our business with 
honesty and integrity. We continue to strengthen our culture through ongoing communications with our 
employees and enhanced employee training. 

Operating Segments 

We operate the Company through the ibllowing four segments: 

The natrcral gas dish-ibutiorr segwtennt, which includes our regulated natural gas distribution and related 
sales operations. 

The regulared transmission arid dorage segmetl, which includes the regulated pipeline and storage 
operations of our Atrnos Pipeline - Texas Division. 

services. 
The natural gas marketiitg segment, which includes a variety of nonregulated natural gas management 
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The pipeline, storage and other segrnerzt, which is comprised of our nonregulated natural gas 
transmission and storage services. 

These operating segments are described in greater detail below. 

Natural Gas Distribution Segment Oveniew 

Our natural gas distribution se,ment consists of the following six regulated divisions, in  order of total 
customers served, covering sewice areas in 12 states: 

Atmos Energy Mid-Tex Division, 

Atmns Energy KentuckyiMid-States Division, 

Atmos Energy Louisiana Division, 

Atmos Energy West Texas Division, 

Atmos Energy Mississippi Division and 

Atrnos Energy Colorado-Kansas Division 

Our natural gas distribution business is a seasonal business. Gas sales to residential and commercial 
customers are greater during the winter months than during the remainder of the year. The volumes of gas 
sales during the winter months will vary with the temperatures during these months. 

Revenues in this operating se,orent are established by regillatmy authorities in  the states i n  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 Our primary service areas are located in Colorado, Kansas, Kentucky, 
Louisiana, Mississippi, Tennessee and Texas. We have more limited service areas in Georgia, Illinois, Towa, 
Missouri and Virginia. In addition, we transport natural gas for others through our distribution system. 

Rates established by regulatory authorities often include cost adjustment mechanisms that (i) are subject 
to significant price fluctuations compared to our other costs, (E) represent a large component of our cost of 
service and (iu) are generally outside our control. 

Purchased gas mechanisms represent a common f m  of cost adjustment mechanism. Purchased gas 
adjustment mechanisms provide natural gas uGlity 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 fluctuate with the cost of gas that we purchase, natural gas distribution gross 
profit (which is defined as operating revenues less purchased gas cost) is generally not affected by fluctuations 
in the cost of gas. 

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

Finally, regulatory authorities for over 90 percent of residential and commercial meters in our service 
areas have approved weather normalization adjustments W A )  as a part of our rates. WNA minimizes the 
effect of weather that is above or below normal by allowing us to increase customers’ bills to offset lower gas 
usage when weather is wa-mer than noma1 and decrease customers’ bills to offset higher gas usage when 
weather is colder than normal. 
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As of September 30, 2008 we had WNA for our residential and commercial meters in the following 

Georgia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  October -May 
Kansas.. .............................. October-May 
Kentucky .............................. November - April 
Louisiana. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  December - March 
Mississippi. ............................ November - April 
Tennessee ............................. November - Apiil 
Texas: Mid-Tex ......................... November - April 
Texas: West Texas ....................... October - May 
Virginia ............................... January -- December 

h addition to seasonality, financial results for this segment are affected by the cost of natural gas and 
economic conditions in the areas that we serve. Higher gas costs, which we are generally able to pass through 
to our customers under purchased gas adjustmeut clauses, may cause customers to conserve or, in the case of 
industrial customers, to use alternative energy sources. Higher gas costs may also adversely unpact our 
accounts receivable collections, resulting iu higher bad debt expense and may require us to increase 
borrowings under our credit facilities resulting in higher interest expense. 

service areas €or the €allowing periods: 

Our supply of natural gas is provided by a variety of suppliers, including independent producers, 
marketers and pipeline companies and withdrawals o€ gas from proprietary and contracted storage assets. 
Additionally, the natural gas supply for our Mid-Tex Division includes peaking and spot purchase agreements. 

Supply arrangements are contracted from our suppliers on a firm basis with various terms at market 
prices. The firm supply consists of both base load and swing supply (peaking) quantities. Base load quantities 
are those that flow at a constant level throughout the month and swing supply quantities provide the flexibility 
to change daily quantities to match increases or decreases in requirements related to weather conditions. 

Currently, all of our natural gas distribution divisions, except for our Mid-Tex Division, utilize 37 pipeline 
transportation companies, both interstate and intrastate, to transport our natural gas. The pipeline transportation 
agreements are firm and many of them have “pipeline no-notice’’ storage service, which provides for daily 
balancing between system requirements and nominated flowing supplies. These agreements have been 
negotiated with the shortest tern necessary while still maintaining our right of first refusal. The namrd gdS 

supply for OUT Mid-Tex Division is delivered by our Atmos Pipeline - Texas Division. 

Except for local production purchases, we select our natural gas suppliers through a competitive bidding 
process by requesting proposals from suppliers that have demonstrated that they can provide reliable service. 
We select these suppliers based on their ability to deliver gas supply to our designated f5-m pipeline receipt 
points at the lowest cost. Major suppliers during fiscal 2008 were Anadarko Energy Services, BP Energy 
Company, Chesapeake Energy Marketing, Inc., ConocoPhillips Company, Devon Gas Services, L.P., Enbridge 
Marketing (US) LP., National Fuel Marketing Company, LLC, ONEOK Energy Services Company L.P., 
Tenaska Marketing and Atmos Energy Marketing, LLC, our natural gas marketing subsidiary. 

held in storage, allows us the flexibility to adjust to changes in weather, which minimizes our need to enter 
into long-term fm commitments. We estimate our peak-day availability of natural gas supply to be 
approximately 4.2 BcT. The peak-day demand for our natural gas distribution operations in fiscal 2008 was on 
January 2, 2008, when sales to customers reached approximately 3.1 Bcf. 

To maintain our deliveries to high priority customers, we have the ability, and have exercised our right, lo 
curtail deliveries to certain customers under the terms of interruptible contracts or applicable state statutes or 
regulations. Our customers’ demand on our system is not necessarily indicative of our ability to meet current 
or anticipated market demands or immediate delivery requirements because of factors such as the physical 
limitations of gathering, storage and transmission systems, the duration and severity of cold weather, the 
availability of gas reserves fimm our suppliers, the ability to purchase additional supplies on a short-term basis 

The combination of base load, peaking and spot purchase agreements, coupled witti the withdrawal of gas 
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and actions by federal and state regulatory authorities. Curtailment rights provide us the llexihity to meet the 
human-needs requirements of our customers on a fkm basis. priority allocations imposed by federal and state 
regulatory agencies, as well as other factors beyond our control, may affect our ability to meet the demands of 
our customers. We anticipate no problems with obtaining additional gas supply as needed for our customers. 

The following briefly describes OUT six natural gas distribution divisions. We operate in our service areas 
under terms of non-exclusive franchise agreements granted by the various cities and towns that we serve. At 
September 30,2008, we held 1,107 franchises having terns generally ranging from five to 35 years. A 
significant number of our franchises expire each year, which require renewal prior to the end of their terms. 
We believe that we will be able to renew our franchises as they expire. Additional information concerning our 
natural gas distribution divisions is presented under the caption “Operating Statistics”. 

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

prior to fiscal 2008, this division operated under one system-wide rate structure. However, beginning in 
2008, we reached a settlement with cities representing approximately 80 percent of this division’s customers 
(Settled Cities) that will allow us to update rates for customers in these cities through an annual rate review 
mechanism. Rates for the remaining 20 percent of this division’s customers, including the City of Dallas, 
continue to be updated through periodic formal rate proceedings and filings made under Texas’ Gas Reliability 
Inftastructure Program (GRlP). 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. 

Atriios Energy Kentuckymid-Slates Division. Our Kentuckyhfid-States Division operates in more than 
420 communities across Georgia, Illinois, Towa, Kentucky, Missouri, Tennessee and Virginia. The service areas 
in these states are primarily rural; however, this division serves Franklin, Tennessee, and other suburban areas 
of Nashville. We update our rates in this division through periodic formal rate filings made with each state’s 
public service commission. 

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

Afinos Energy West Taas Division. Our West Texas Division serves approximately 80 communities in 
West Texas, including the Arna~So, Lubbock and Midland areas. Like our Mid-Tex Division, each municipal- 
ity we serve has original jurisdiction over aI1 gas distribution rates, operations and services within its city 
limits, with the RRC having exclusive appellate jurisdiction over the municipalities and exclusive original 
jurisdiction over rates and services provided to customers not located within the limits o€ a municipality. hior  
to Gscal 2008, rates were updated in this division through formal rate proceedings. However, during 2008, the 
West Texas Division entered into agreements with its Lubbock and West Texas service areas to update rates 
€or customers in these service areas through an annual rate review mechanism. Rates for the division’s 
A m d o  service area continue to be updated h u g h  periodic formal rate proceedings and filings made under 
GRIP” 

Atmos Energy Alississippi Division. In Mississippi, we seive about 1 10 communities throughout the 
northein half of the state, including the Jackson metropolitan area. Our rates in the Mississippi Division are 
updated annually through a stable rate filing without filing a formal rate case. 
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Atnios Energy Colorado-Kansas Division Our Colorado-Kansas Division serves approximately 170 / 

communities throughout Colorado and Kansas and parts of Missouri, including the cities of Olathe, Kansas, a 
suburb of Kansas City and Greeley, Colorado, a suburb of Denver. We update our rates in this division through 
periodic formal rate filings made with each state's public service commission. 

i s  for regulatory purposes only and may riot be representative of our actual financial position. 
'&e followktg table provides a jurisdictional rate s u w  for our regulated operations. This information 

Division 

Amos Piperine -Texas . . 
Atmos Pipeline - 

Texas - GRLP . . . . . . . 
Colorado-Kansas . . . . . . . . 

KentuckyMid-States . . . . . 

Louisiana . . . . . . . . . . . 

Mid-Tex - Settled Cities. . 
Mid-Tex - Dallas & 

Environs . . I . . . . . . . . . 
Mississippi . . . . . . . . . . . . 
West Texas.. . . . . . . . . . 

Jurisdiction 

Texas 

Texas 
Colorado 
Kansas 
Georgia 
Illinois 
Iowa 
Kentucky 
Missouri 
Tennessee 
Virginia 
Trans LA 
LGS 
Texas 

Texas 
Mississippi 
Amarillo 
Lubbock 
West Texas 

IBective 
Date of Last 

Rate/GRW Action 

5/24/04 

4/15/08 
1011 107 
5/12/08 
9/22/08 
11/1/00 
3/1/01 
8/1/07 
3/4/07 

1 1/4/07 
9/30/08 
4/1/08 
7/1/08 

11/1/08 

6/24/08 
12/28/07 

9/1/03 
311 104 

11/18/08 

Rate Base 
(thousands)"' 

$417,111 

713,351 
81,208 

(2) 
66,893 
24,564 
5,000 

(2) 
(2) 

186,506 
33,194 
96,834 
221,970 

1,176,453'3' 

1, 127,9'L4'3) 
215,117 
36,844 
43,300 
112,043 

Authorized 
Rate of 

8.258% 

8.258% 
8.45% 

( 2 )  
7.75% 
9.18% 

( 2 )  
( 2 )  
(2) 

8.03% 
&46% - 8.96% 

(2) 
(3 

7.79% 

7.98% 
7.60% 
9.88% 
9.15% 
7.79% 

Returd') .- 

Authorized 
Return OR 
Equity''' 

10.00% 

10.00% 
11.25% 

(2) 
10.70% 
11.56% 
1 1.00% 

(2) 
(2) 

10.48% 
9.50% - 10.50% 
10.00% - 10.80% 

10.40% 
9.60% 

10.00% 
9.89% 
12.00% 
11.25% 
9.60% 
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Bad Performance- 
Authorized Debtl Debt Based Rate Customer 

Atmos Pipeline - Texas . . . . . .  Texas 501SO No N/A NIA NIA 
Colorado-Kansas ........... Colorado 54/46 No No No 1 I 1,069 

Kansas (2) Yes Yes No 129,048 
KentuckyMd-States . I ” .  . ” .  . Georgia 55/45 No Yes Yes 69,043 

Illinois 67/33 No No No 23,233 
lowa 57/43 No No No 4,425 
Kentucky (2) No Yes Yes 177,393 
Missouri (2) No No@’ No 58,703 
Tennessee 56/44 Yes Yes Yes 134, I 28 
Virginia 55/45 Yes Yes No 23,422 

Louisiana. ................ Trans LA 52/48 No Yes No 78,867 
No 280,403 LGS 52/48 No Yes 

Mid-Tex -Settled Cities ..... Texas 52/48 Yes Yes No 1,225,382 
Mid-Tex -Dallas & 

Environs.. .............. Texas 52/48 Yes Yes No 306,346 
Mississippi.. .............. Mississippi 58/42  NO(^) Yes No 27O,7 16 
West Texas. ............... Amarillo 50150 Yes Yes No 70,157 

Lubbock 5OlSO Yes Yes No 73,323 
West Texas 52/48 Yes Yes No 156,121 

Division Jurisdiction Equity Ratio Rider(4) E ProgramQ Meters --. 

(’) The rate base, authorized rate of return and authorized return on equity presented in this table are those 
from the last rate case or GRIP filing for each jurisdiction. These rate bases, rates of return and returns on 
equity are not necessarily indicative of current or future rate bases, rates of return or returns on equity. 

(’) A rate base, rate of return, return on equity or debdequity ratio was not included in the respective state 
commission’s final decision. 

(3) The Mid-Tex Rate Base amounts for the Settled Cities and Dallas & Environs both represent ‘*system- 
wide”, or 100 percent, of the Mid-Tex Division’s rate base. The difference in rate base amounts is due to 
two separate test filing periods covered. 

(4) The bad debt rider allows us to recover from ratepayers the gas cost portion of uncollectible accounts. 
The performance-based rate program provides incentives to natural gas utdity companies to minimize pnr- 
chased gas costs by allowing the utility company and i t s  customers to share the purchased gas costs 
savings. 
The Missouri jurisdiction has a straight-fixed variable rate design which decouples gross profit margin 
from customer usage patterns. 

(7) The Company filed to amend its PGA rider to allow inclusion of bad debt costs on October 1, 2008. 
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Natural Gas Distribution Sales and Stafistical Data 
Fiscal Year Ended September 30 

_. 
2008 2007 2006 2005‘” 2004 

METERS IN SERVICE, end of year 
Residential ....................... 2,911,475 2,893,543 2,886,042 2,862,822 1,506,777 

...................... 15 1,38 1 Commercial 268,1345 272,081 275,577 274,536 
Industrial ........................ 2,241 2,339 2,66 1 2,715 2,436 
Public authority and other . . . . . . . . . . . .  9,2 18 19,164 16,919 17,767 18,542 

Total meters .................... 3,191,779 3,187,127 3,181,199 3,157,840 1,679,136 

Bcf ............................ 58.3 58.0 59.9 54.7 27.4 
INVENTORY STORAGE BALANCE - 

fIEATING DEGREE DAYSc2) 
Actual (weiglikd average) . . . . . . . . . . . .  2,820 2,879 2,527 2,587 3,271 
Percent of normal . . . . . . . . . . . . . . . . . .  100% 100% 87% 89% 96% 

SALES VOLIJMES - MMd3’ 
Gas Sales Volumes 

Residential . . . . . . . . . . . . . . . . . . . . . . .  163,229 166,612 144,780 162,O 16 92,208 
Commercial ...................... 93,953 95,514 87,006 92,401 44,226 
Industrial ........................ 21,734 22,914 26,161 29,434 22,330 
Public authority and other . . . . . . . . . . . .  13,760 12,287 14,086 12,432 14,455 

Total gas sales volumes . . . . . . . . . . . .  292,676 297,327 272,033 296,283 173,219 
Transportation volumes. . . . . . . . . . . . . . . .  141,083 135,109 126,960 122,098 87,746 

Total throughput. .................... 433,759 432,436 398,993 418,381 260,965 

OPERATING RIEVEhTUES (OUO’S)(~) 
Gas Sales Revenues 

Residential ....................... $2,131,447 $1,982,801 $2,068,736 $1,791,172 $ 923,773 
Commercial ...................... 1,077,056 970,949 1,061,783 869,722 400,704 
Industrial ........................ 212,531 195,060 276,186 229,649 155,336 
Public auLhorily and other . . . . . . . . . . . .  137,821 114,298 144,600 114,742 109,029 

Total gas sales revenues. . . . . . . . . . . .  3,558,855 3,263,108 3,551,305 3,005,285 1,588,842 
Transportation revenues ............... 60,504 59,813 62,215 59,996 31,714 
Other gas revenues. .................. 3577 1 35,844 37,071 37,859 17,172 

Total operating revenues . . . . . . . . . . .  $3,655,130 $3,358.765 $3,650,591 $3,103,140 $1,637,728 

Average transportation revenue per Mcf. . . .  $ 0.43 $ 0.44 $ 0.49 $ 0.49 $ 0.36 
Average cost of gas per Mcf sold. . . . . . . . .  $ 9.05 $ 8.09 9; 10.02 $ 7.41 $ 6.55 

-.- 

Employees ......................... 4,558 4,472 4,402 4,321 2,742 

See footnotes following these tables. 
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Natural Gas Distribulwn Saks and Sfahlical Data By Division 

-- Fisd Year Endcd September 30,ZODB 
Kentucky/ West Colorado- 

Mjd-Tm hfid.Slates huisinna Tcxas Midsippi  Kansas OtIicd4' Total -----____--- 
METERS IN SERVICE 

. . . . . . . . . . . . . . . . . .  2,911,475 Residenrial 1,414,543 431,880 336,211 270,990 240,113 217,738 - 
. . . . . . . . . . . . . . . . .  268,845 Commercial 117,022 54,538 23.059 25,226 27,219 21,7El - 

..................... 497 562 89 - 2,241 Tndustrial 163 930 - 
. . . . . . . .  __ 2,563 __ 2,888 2,822 945 - 9,218 Public authoriry and other 

.................... 3,191,779 
~ - -- ~ - - -- 

Total 1,531,728 489,911 359,270 299,601 270,716 240,553 - -------- -------- 
FIJMTING DEGREE DAYS'2) 

Ac mal ..................... 2,213 3,799 1,531 3,546 2,741 5,861 2,820 
. . . . . . . . . . . . .  Percent of normal 99% 96% 9996 99% 107% 105% - 100% 

Sam VOLrnES - MMd(3) 
Gas Sales Volumes 

. . . . . . . . . . . . . . . . . . .  163,229 Residential 76,296 26,009 12,475 17,190 12,882 18,377 - 
. . . . . . . . . . . . . . . . . .  93,953 Commercial 54348 15,731 6$58 7.162 6,590 7,264 - 

Industrial. . . . . . . . . . . . . . . . . . .  3,293 7,740 __ 3$76 6,580 245 .-- 21,734 
......... - 1,419 - 6,933 3,013 2,395 13,760 Public authority and other 

.................... 292,676 
Transportation volumes. . . . . . . . . . . .  49,606 44,796 6.136 26,41 I 4,219 9,915 - 141,083 

- - -- - - - - ~ 

Total 129,937 50,899 19,333 35,161 29,065 28,281 - 
- - - - - - - 

Total throughput . . . . . . . . . . . . . . . .  179,543 

OPERATING MARGM (OOO'S)'~) . . .  $ 478,622 
OPERATING EXPENSES (OOD'S)(~) 

Operation and maintenance . . . . . . .  $ 167,497 
Deprecbdlion and amortization . . , ~ . $ 84,202 
Taxes, other than income" . . . . . . . .  $ 111,914 

OPERATMG INCOME (OOO~S)(~). . . $ iis.009 
CAPITAL EXPENDT'J'URES (000's) . $ 178,409 
PROPERTY, PIANT AND 

OTHER STATISTICS, st year end 
EQUIPMENT, NET (000's) ........ $1,491.1 88 

Miles of pipe . . . . . . . . . . . . . .  28,697 
Employees . . . . . . . . . . . . . . . . . .  1,506 

--- 95,695 25,469 61,572 

$159,265 $110,754 $ 87,344 
--- 

$ 65,161 $ 42,367 $ 36,688 
$ 30,574 $ 21,193 $ 14,781 
$ 14,799 $ 8,104 $ 22,032 
$ 48,731 $ 39,090 $ 13,843 
$ 59,274 $ 46,674 $ 34,354 

$689,309 $370,751 $278,326 

12,104 8,277 14,697 
635 427 342 

33,284 

$ 91,749 

$ 46,024 
$ 11,752 
$ 14,003 
$ 19,970 
16 22,590 

$254,452 

6,537 
393 

38,196 - 433,759 

$ 78,332 $ - $1,006,066 
--- --- 

$ 35,414 $ (3,907) $ 389,244 
$ 14,703 $ - $ 177.205 
F 7,600 $ - $ 178,452 
$ 20,625 $ 3,907 $ 261,165 
$ 20,331 $ ?.4,910 $ 386,542 

$272,1 21 $127,609 $3,483,556 

7,150 77,462 
28 1 974 4,558 

See footnotes EbIlowhg these Babies. 
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METERS IN SERVTCE 
Residential.. ~. . . . . . ” . .  .. ,. . . . I 

Commercial . . . . . . . . . . . . . 

. . . . .  “ . . ” _  

HEATING DEGREE DAYS(” 

Percent of normal . . ~ . . . . , , ~ . 
SALES VOLUMES - MM@ 
Gas Sales Volumes 

Residential . . . . . . . . . . . . I . . ~ . 
Commercjal I . . . I . I . . . . . . . . I . 
lndustrial . ~ I I . . ”  ~. .) ~ I I ~. . . . 
Public authority and other I I . , . I . 

~. . I “ . .  I Total . . . . . . . . . . 
TrdiIspOrtdtiOn VOlUmfS. . . . . . . . . . . 
Total throughput . ~ . . I . I . . . . . . . , . 
OPERATING MARGIN (OOO*S)(~’ . , . 
OPERATING EXPENSES (OOO’S)(~) 

Operation and maintenance ~ . . . . I . 
Depreciation and amortiattion . . . I . 
Tmeq, other than income. .. . . . . . . . 
Jmpairment of long-lived assets. . . . . 

OPERATING l[NCOME (0007s)t3). . . . 
CAPITAL EXPENDITURES (000’s). (I 

PROPERTY, PLANT AM) 
EQUIPMENT, NET (000’s) . . . . . . 

OTHER STATISTICS, at year end 

. . . . . . ._  ” . . I  

Notes to preceding tables: 

1,398,274 434,529 334,467 270,557 240,073 215,643 __ 2,893,543 
119,660 54,964 23,015 25,460 27,461 21,521 __ 272,08 I 

185 927 - 521 619 87 - 2,339 
__ 2,623 - 12,825 2,827 889 .- 19,164 

1,518,119 493,043 357,482 309,363 270,980 238,140 - 3,187,127 
~ - - - - -_I_ -.I- 

-------- -------- 
2,332 3,831 1,638 3,537 2,759 5,732 - 2,879 

100% 97% 105% 99% l01% 104% - 100% 

78,140 25.900 13,292 
50,752 16,137 7,138 
3,946 7,439 I 

- 1,454 - 
132,838 50,930 20,430 
49,337 46,852 6,841 

182,175 97,782 27,271 

$ 433,279 $151,442 $108.908 

- -- ~ 

- -I___ - 
--- --- 

18,882 
7,671 
3,521 
5,376 

35,450 
21.709 

13,314 
6,859 
7,672 
3,386 

31,231 
2.072 

57,159 

$ 90,285 

33,303 

$ 94,866 

17,084 - 166,612 
6,957 - 95,514 

336 -- 22,914 
2,071 __ 12,287 

26,448 I 297,927 
135,109 

34,746 - 432.436 

$ 73,904 $ - $ 952,684 

--- 
8,298 - --- 

--I__ --- 

$ 171,436 $ 61,029 $ 34,805 $ 34,187 $ 47,318 $ 30,026 $ 394 $ 379,175 
$ 82,524 $ 34,439 $ 20,941 $ 14,026 $ 10,886 $ 14,372 $ ,- $ 177,188 
$ 107,476 $ 13,813 $ 8,969 $ 21,036 $ 13,437 $ 7,114 $ - $ 171,845 

$ 68,574 $ 42,161 $ 44,193 $ 21,036 $ 23,225 $ 22,392 $ (394) $ 221,187 
.$ 140,037 $ 59,641 $ 40,752 $ 27,031 $ 20,643 $ 21,395 $ 17,943 9; 327,442 

$1,356,453 $656,920 $345,535 $258,622 $241,796 $264,629 $127,189 $3,251,144 

$ 3,289 $ -. $ -- $ - $ -_ $ - $ - $ 3,289 

28,324 12,081 8,236 14,603 6,496 6,642 __ 76,362 
1,415 633 422 340 409 269 984 4,472 

The operational and statistical information includes the operations of the Mid-Tex Division since the 
October 1, 2004 acquisition date. 
A heating degree day is equivalent to each degree that the average of the high and the low temperatures 
for a day is below 65 degrees. The colder the climate, the greater the number of heating degree days. 
Heating degree days are used in the natura1 gas industry to measure the relative coldness of weather and 
to compare relative temperatures between one geographic area and another. N o d  degree days are based 
on National Weather Service data for selected locations. For service areas that have weather normalized 
operations, normal degree days are used instead of actual degree days in computing the total number of 
heating degree days. 
Sales volumes, revenues, operating margins, operating expense and operating income reflect sement oper- 
ations, including intercompany sales and transportation amounts. 
The Other column represents our shared services function, which provides administrative and other support 
to the Company. Certain costs incurred by this function are not allocated. 
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Regulated Ransmission and Storage Segment Overview 

of our Atmos Pipeline - Texas Division. This division transports natural gas to our Mid-Tex Division, 
transports natural gas for third parties and manages five underground storage reservoirs in Texas. We also 
provide ancillary services customary in the pipeline industry including parking arrangements, lending and sales 
of inventory on hand. Parking arrangements provide short-term interruptible storage of gas on our pipeline. 
Lending services provide short-term intemptihle loans of natural gas from our pipeline to meet market 
demands. These operations represent one of the largest intrastate pipeline operations in Texas with a heavy 
concentration in the established natural gas-producing meas of central, northern and eastern Texas, extending 
into or near the major producing areas of the Texas Gulf Coast and the Delaware and Val Verde Basins of 
West Texas. Nine basins located in Texas me believed to contain a substantial portion of the nation's 
remaining onshore natural gas reserves. This pipeline system provides access to all of these basins. Gross 
profit earned from our Mid-Tex Division and through certain other transportation and storage services is 
subject to traditional ratemaking governed by the RRC. However, Atmos Pipeline - Texas' existing regulatory 
mechanisms allow certain transportation and storage services to be provided under market-based rates with 
minimal regulation. 

Our regulated transmission and storage segment consists of the regulated pipeline and storage operations 

Regulated fiansrnission and Storage Sales and Statistical Data 
Fiscal Year Ended September 30 

2508 2507 2005 2004"' 2006 -- -- -- 
CUSTOMERS, end of year 

todustrial ........................... 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total ............................. 
PIPELINE TRANSPORTATION 

VOI,IJMES-MMCf'2'. . . . . . . . . . . . . . . .  
OPERATING REVENUES (OOO'S)('~ . . . . . . .  
Employees, at year end. . . . . . . . . . . . . . . . . . .  

- 62 65 67 66 
189 196 178 191 .-.- 

25 1 261 245 257 - 

782,876 699,006 581,272 554,452 - 

$195,917 $163,229 $141,133 $142,952 - 
- 60 54 85 78 

( I )  Atmos Pipeline -- Texas was acquired on October 1,2004, the first day of our 2005 fiscal year. 
(') Transportation volumes and operating revenues reflect segment operations, including intercompany sales 

and transportation amounts. 

Natural Gas Marketing Segment Overview 

Our natural gas marketing activities are conducted through Atmos Energy Marketing (AE), which i s  
wholly-owned by Atmos Energy Holdings, Inc. (AEH). AEH is a wholly-owned subsidiary oi AE3C and 
operates primarily in the Midwest and Southeast areas of the United States. AEM aggregates and purchases 
gas supply, arranges transportation and storage logistics and ultimately delivers gas to customers at competitive 
prices. To facilitate this process, we utilize proprietary and customer-owned transportation and storage assets 
to provide various services ous customers request, including furnishing natural gas supplies at fined and 
market-based prices, contract negotiation and administration, load forecasting, gas storage acquisition and 
management services, wansportation services, peaking sales and balancing services, capacity utilization 
strategies and gas price hedging through the use of financial instruments. As a result, our revenues arise from 
the types of commercial transactions we have structured with our customers and include the value we extract 
by optimizing the storage and &ansportation capacity we own or conbol as well as revenues for services we 
deliver. 

Our asset optimization activities seek to maximize the economic value associated with the storage and 
transportation capacity we own or control. We attempt to meet this objective hy engaging in natural gas 
storage transactions in which we seek to find and profit fi-om the pricing differences that occur over time. We 
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purchase physical natural gas and then sell financial instruments at advantageous prices to lock in a gross 
profit margin. We also seek to participate in transactions in which we combine the natural gas comodity and 
transporiation costs to ininimize our costs incurred to serve our customers by identifying the lowest cost 
alternative within the natural gas supplies, transportation and m k e t s  to which we have access. Through the 
use of transportation and storage services and financial instruments, we are abIe to capture gross profit margin 
through the arbitrage of pricing differences in various locations and by recognizing pricing differences that 
occur over time. 

AEM's management of natural gas requirements involves the sale of natural gas and the management of 
storage and transportation supplies under contracts with customers generally having one to two year terms. 
f f iM also sells natural gas to some of its industrial customers on a delivered burner tip basis under contract 
terms ranging from 30 days to two years. 

Natural Gas Marketing Sales and Statistical D a h  
Fiscal Year Ended September 30 

2008 2007 2006 2005 2004 ---. 
CUSTOMERS, end of year 

Industrial . . . . . . . . . . . . . . . . . . . .  624 677 679 559 638 
Municipal. . . . . . . . . . . . . . . . . . . .  55 68 73 69 80 
Other ....................... 312 28 1 289 21 1 237 

To tal . . . . . . . . . . . . . . . . . . . . . .  991 1,026 1,041 839 955 

INVENTORY STORAGE 
BALANCE -- Bcf . . . . . . . . . . . . .  11.0 19.3 15.3 8.2 5.2 

NATURAL GAS MARKETING 
SALES VOLUMES - MMcf") . . .  457,952 423,895 336,516 273,201 265,090 

OPERATING REFTENJES (0OO7s)('). . $4,287,862 $3,151,330 $3,156,524 $2,106,278 $1 $1 8,602 

(I) Sales volumes and operating revenues reflect seepnent operations, including intercompany sales and trans- 
portation amounts. 

Pipetine, Storage and Other Segment Overview 

Storage, LLC (APS),  Atruos Energy Services, LLC (AES) and Atmos Power Systems, Inc., which are each 
wholly-owned by AE;;f-f. 

used to aggregate gas supply fur our regulated natural gas diswibution division in Louisiana and fos A.EM. 
However, it also provides limited third party transportation services. APS also owns or has an interest in 
underground storage fields in Kentucky and Louisiana, We use these storage facilities to reduce the need to 
contract fur additional pipeline capacity to meet customer demand during peak periods. Fmally, beginning i n  
fiscal 2006, APS initiated activities in the natural gas gathering business. As of September 30, 2008, these 
activities wese Iitruted in nature. 

APS also engages in limited asset optimization activities whereby it seeks to maximize the economic 

Our pipeline, storage and other segment primarily consists of the operations of Atrnos Pipeline and 

APS owns and operates a 21 mile pipeline located in New Orleans, Louisiana. This pipeline is primariIy 

value associated with the storage and transportation capacity it owns or controls. Most of these arrangements 
are with re,aulated affiliates of the Company and have been approved by applicable state regulatory 
commissions. Generally, these aimngements require APS to share with our regulated customers a portion of 
the profits earned from these arrangements. 

distribution operations, other than the Mid-Tex Division. Ttiese services included aggregating and purchasing 
gas supply, arranging transportation and storage logistics and ultimately delivering the gas to our natural gas 
distribution senrice areas at competitive prices. Effective January 1,2007, our shared services function began 

A E S ,  through December 31, 2006, provided natural gas management services to our natural gas 
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providing these services to our natural gas distribution operations. AES continues to provide S i t e d  services 
to our natural gas distribution divisions, and the revenues AES receives are equal to the costs incurred to 
provide those services. 

associated facilities and lease these plants through lease agreements that are accounted for as sales under 
generally accepted accounting principles. 

Through Atmos Power Systems, Inc., we have construcbd electric peaking power-generating plants and 

Pipetine, Storage and Other Sales and Siatisticd Datu 
li’iscal Year Ended September 30 

2008 2007 2006 2005 2004 ~ _ _ _ ~ ~ ~  

OPERATING REVIEMJIES (000’s)‘’’ . . . . . . . . I . . .) $31,709 $33,400 $25,574 $15,639 $23,151 

MMce’’ _. . . . .  . . . . _ . . . . _ .  . . . .  . . . . . . . . . . .  5,492 7,710 9,712 7,593 9,395 
INVENTORY STORAGE BALANCE - Bcf . . . . . 1.4 2.0 2.6 1.8 2.3 

Transportation volumes and operating revenues reflect segment operations, including intercompany sales 
and transportation amounts. 

PIPELINE: TRANSPORTATION VOLUMES - 

Ratemaking Activity 

Overview 

The method of determining regulated rates varies among the states in which our natural gas distribution 
divisions operate. The regulatory authorities have the responsibility of ensuring that utilities in their 
jurisdictions operate in the best interests of customers while providing utility companies the opportunity to 
earn a reasonable return on their investment. GeneraUy, each regulatory authority reviews rate requests and 
establishes a rate structure intended to generate revenue sufficient to cover the costs of conducting business 
and to provide a reasonable return on invested capital. 

Our current rate strategy is to focus on reducing or eliminating regulatory lag, obtaining adequate returns 
and providing stable, predictable margins. Atmos Energy has annual ratemaking mechanisms in place in three 
states that provide for an annual rate review and adjustment to rates for approximately 65 percent of our 
customers. Additionally, we have WNA mechanisms i n  eight states. These mechanisms work in tandem to 
provide insulation from volatile margins, both for the Company and our customers. 

We will also continue to address various rate design changes, including the recovery of bad debt gas 
costs, inclusion of other taxes in gas costs and stratification of rates to benefit low income households in 
future rate filings. These design changes would address cost variations that are related to pass-through energy 
costs beyond our control. 

directing discretionary capital spending to jurisdictions where recovery mles minimize the regulatory lag, 
which helps us to keep actual returns more closely aligned with allowed returns. 

Improving rate design is a long-term process. In the interim, we are addressing regulatory lag issues by 
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Recent Ratemaking Activity 

Approximately 97 percent of our natural gas distribution revenues in the fiscal years ended September 30, 
2008, 2007 and 2006 were derived from sales at rates set by or subject to approval by local or state authorities. 
Net annual revenue increases resulting from ratemaking activity totaling $34.5 miuion, $40.1 million, and 
$39.0 million became effective in fiscal 2008,2007 and 2006 as summarized below: 

Increase (Decrease) to Revenue 
For the Fiscal Year Ended September 30 

Rate Action- 2008 2007 2006 
-_l_lll 

(In thousands) 

Rate case filings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $22,240 $ 4,221 $ (191) 
GRIPffings ...................................... 8,101 25,624 34,320 
Annual rate filing mechanisms. ........................ 3,775 I 1,628 3,326 

.................................. 334 1,565 Other rate activity (1,359) 
$34,450 $40,t 14 $39,020 

Additionally, the following ratemaking efforts were initiated during fiscal 2008 but had not been 
completed as of September 30, 2008: 

Revenue Reqursled 
(h thousands) 
- Division Rate Action Jurisdiction -___ 

Mid-Ted' ' . . . . . . . . . . . . . . . . . . . . .  RRM Settled Cities $26,650 
Mid-Tex'2' ..................... GRIP Dallas & Environs 1,837 
West Texas'3) . . . . . . . . . . . . . . . . . . .  RRM West Texas 9,503 
Mississippi. .................... Stable Rate Filing Mississippi 3,493 
West Texas .................... CCVP City of Lubbock 131 

$41,614 

('I In April 2008, the Mid-Tex Division fiied its first RRM that will adjust rates for the 438 incorporated cit- 
ies in the division who settled with the Company (the Settled Cities). The fiing requested an increase in 
rates of $33.3 million on a system-wide basis, of which $26.7 d i o n  applied to the Settled Cities. The 
Company reached an agreement with representatives of the Settled Cities to increase rates $20.0 million 
on a system-wide basis beginning in November 2008. The impact to the Mid-Tex Division for the Settled 
Cities is approximately $1 6.0 million. 

(*) The 2007 Mid-Tex GRlP filing seeks a $10.3 million increase on a system-wide basis. However, this filing 
was only made for the City of Dallas and the Mid-Tex environs and seeks a $1.8 million increase for cus- 
tomers in those service areas only. 

(3) The Company reached an agreement with representatives of the West Texas Cities to increase rates a total 
of $3.9 million. The $3.9 million will be collected through the true-up portion of the RRM tariff rates over 
a 9% month period beginning in November 2008. 
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Our recent ratemaking activity is discussed in greater detail below. 

Rate Case Filings 

A rate case is a formal request from Atmos Energy to a regulatory authority to increase rates that are charged 
to customers. Rate cases may also be initiated when the regulatory authorities request us to jus@ our rates. This 
process is referred to as a “show cause” action. Adequate rates are intended to provide for recovery of the 
Company’s costs as well as a fair rate of return to our shareholders and e n m  that we continue to deliver reliable, 
reasonably priced natural gas service to our customers. The following table summarizes our recent rate cases: 

nidcinn 

2008 Rate Case Filings: 
KentuckyMd-States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
KentuckyMd-States ............................... 
Mid-Tex‘” . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Colorado-Kansas .................................. 
Mid-Tex‘” . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
KentuckyMd-States ............................... 

Total 2008 Rate Case Filings . . . . . . . . . . . . . . . . . . . . . . .  

Increase (Decrease) in 
State Annual Revenue 

(In thousands) 

Virginia $ 869 
Georgia 3,351 
Texas 3,930 

Kansas 2,100 
Texas 8,000 

Tennessee 3,990 

$22,240 

Effective 
Date 

9/.30/08 
9/22/08 
6/24/08 
5/1U08 
4/1/08 

1 1/4/07 

2007 Rate Care Filings: 
Kentucky/Mid-States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Kentucky(3) $ 5,500 8/1/07 
Mid-Tex . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Texas(4) 4,793 4/ I IO7 
KentuckyIMid-States ............................... Misso~ri‘~) - 3/4/07 
KentuckyMd-States ............................... Tennessee (6,072) I211 5/06 

Total 2007 Rate Case Filings ...................... $ 4,221 

2006 Rate Cave Filings: 
KentuckyMid-States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Georgia $ 409 1 LL?2/05 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10/1/05 Mississippi Mississippi (600) 

Total 2006 Rate Case Filings ....................... $ (191) 
- 1 - ~  

Io June 2008, the RRC issued an order, which increased the Mid-Tex Division’s annual revenues by 
$19.6 million on a system-wide basis beginning in July 2008. However, as the increase only relates to the 
City of Dallas and die unincorporated areas of the Mid-Tex Division, the net annual impact of the imnple- 
mentation is approximately $3.9 million. 

(2) In Apnl2008, the Mid-Tex Division irnplernented new rates based on a settlement reached with the Mid-Tex 
Settled Cities, which stipulated a $10.0 million increase based on a system-wide basis. However, as the increase 
only relates to the Settled Cities, the net annual impact of the implementation is approximately $8.0 d i o n .  

(’) In February 2005, the Attorney General of the State of Kentucky filed a complaint with the Kentucky Pub - 
lic Service Commission (KPSC) alleging that our rates were producing revenues in excess of reasonable 
levels. In June 2007, the KPSC issued an order dismissing the case. In December 2006, the Company filed 
a rate application for an increase in base rates. Additionally, we proposed to implement a process to 
review our rates annually and to collect the bad debt portion af gas costs directly rather than through the 
base rate- In July 2007, the KPSC appiaved a settlement we had reached with the Attorney General for an 
increase in annual revenues of $5.5 million effective August I ,  2007. 

(4) In March 2007, the RRC issued an order, which increased the Mid-Tex Division’s annual revenues by 
approximately $4.8 million beginning April 2007 and established a permanent VJNA based on 10-year 
average weather efiective for the months of November through April of each year. The RRC also approved 
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a cost allocation method that eliminated a subsidy received from industrial and transportation customers 
and increased the revenue responsibility for residential and commercial customers. However, the order also 
required an immediate refund of amounts collected from our 2003 -- 2005 GFXF filings of approximately 
$2.9 miUion and reduced our total return to 7.903 percent irom 8.258 percent, based on a capital structure 
of 48.1 percent equity and 51.9 percent debt with a return on equity of 10 percent. 

(5 )  The Missouri Commission issued an order in March 2007 approving a settlement with rate design changes, 
including revenue decoupling through the recovery of all non-gas cost revenues through fixed monthly 
charges and no rate increase. 

GRIP Filings 

As discussed above in “Natural Gas Distriiution Segment Overview,” GRlP allows natural gas utility 
companies the opportunity to include in their rate base annually approved capital costs incurred in the prior 
calendar year. The following table summarizes our GRTP filings with effective dates during the fiscal years 
ended September 30,2008,2007 and 2006: 

Division Calendar Year 

2008 GRIP: 
Atmos Pipeline - Texas . . . . . . . . . . . . . . . . . . .  
West Texas ............................. 

Total 2008 GIUP . . . . . . . . . . . . . . . . . . . . . . .  
2007 GRIP: 
Atmos Pipeline - Texas . . . . . . . . . . . . . . . . . . .  
Mid-Tex . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total 2007 GIUP ....................... 
2006 GRIP: 
Mid-Tex‘””. ............................ 
West Texas ............................. 
Atmos Pipeline - Texas . . . . . . . . . . . . . . . . . . .  
West Texas . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Mid-Tex(’) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Atmos Pipehe - Texas . . . . . . . . . . . . . . . . . . .  
Mid-Tex‘ ‘’ .. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total 2006 GRIP ....................... 

2007 
2006 

2006 
2006 

2005 
2005 
2005 
2004 
2004 
2004 
2003 

Incremental Net 
Utility Plant 
Investment 

(In thousands) 

$ 46,648 
7,022 

$ 53,670 

$ 88,938 
62,375 

$151,313 

$ 62,156 
3,802 

21,486 
22,597 
28,903 
10,640 
32,518 

$182,102 

Additional 
Annual 
Revenue 

(In thousands) 

$ 6,970 
1,131 

$ 8,101 

$13,202 
12,422 

$25,624 

$ 1  1,891 

3,286 
3,802 
6,73 1 
1,919 
6,691 

$34,320 

Effective 
Date 

411 5/08 
12/17/07 

911 4/07 
9/14/07 

9/1/06 
9/1/06 
8/1/06 
5/4/06 
2/1/06 
111 106 

10/1/05 

(I) “he order issued by the RRC in the Mid-Tex rate case required an immediate refund of amounts colIected 
from the Mid-Tex Division’s 2003-2005 GRIP filings of approximately $2.9 m2lion. This refund is not 
reflected in the amounts shown in the table above. 

Annual Rate Filing Mechanisms 

As an instrument to reduce regulatory lag, annual sate filing mechanisms allow us to refi-esh our rates on 
a periodic basis without filing a formal rate case. However, these filings still involve discovery by the 
appropriate regulatory autboiities prior to the find determination of rates under these mechanisms. As 
discussed above in “Natural Gas Distribution Segment Overview,” we currently have annual rate f i l ing 
mechanisms in our Iauisiana and Mississippi divisions and in significant portions of our Mid-Tex and West 
Texas divisions. These mechanisms are referred to as rate review mechanisms in our Mid-Tex and West Texas 
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Divisions and stable rate filings in our Louisiana and Mississippi divisions. The following table summarizes 
filings made under our various ~ i ~ n u a l  rate filing mechanisms: 

Additional 
AlUlUal Effective 

Divisien Jurisdiction Test Yeu Ended Revenue Date 
I_ 

&I Urousands) 

2008 Filings: 
Louisiana . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Louisiana ................................ 

Total 2008 Filings ........................ 

Mississippi ............................... 
2007 Filings: 

Louisiana ................................ 
Louisiana ................................ 
L,ouisiana ................................ 

Total 2007 Filings ........................ 
2006 Filirzgs: 

Louisiana . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Total 2006 Filings ........................ 

Mississippi ................................ 

LGS 
Transla 

Mississippi 
LGS 
Transla 
LGS 

Mississippi 
LGS 

12131/07 
9/30/07 

6/30/07 
12/31/06 
9/30/06 

1 2/3 1 /05 

6/30/06 
12/31/03 

$ 1,709 
2,066 

$ 3,775 

$ - -  
665 

1,445 
9,518 

$1 1,628 

9 ; -  
3,326 

$ 3,326 

7/1/08 
411 108 

11/1/07 
7/1/07 
4/1/07 
8/1/06 

11/1/06 
2/1/06 

The rate review mechanism in the Mid-Tex Division was entered into as a result of a settlement in the 
September 20, 2007 Statement of Intent case filed with all Mid-Tex Division cities. Of the 439 incorporated 
cities served by the Mid-Tex Division, 438 of these cities are part of the rate review mechanism process. The 
West Texas rate review mechanism was entered into in August 2008 as a result of a settlement with the West 
Texas Coalition of Cities. The Lubbock Customer Conservation Value Plan (CCVP) was entered into in May 
2008 as a result of a settlement to resolve ongoing rate issues. All three mechanisms have been implemented 
under a three year trial basis, beginning in fiscal 2009, based upon calendar 2007 financial information. 

Other Ratemaking Activity 

The following table summarizes other ratemaking activity during the fiscal years ended September 30, 
2008,2007 and 2006: 

Increase 
(Decrease) Effective 

Jurisdiction Rate Activity in Revenue Date - Division 
(In thousands) 

2008 Other Rate Activity: 
1/1/08 

C.olorado-Kansas . . . . . . . . . . . . . . . .  Colorado Agreementt2) (1,100) 11/20/07 

Colorado-Kansas . . . . . . . . . . . . . . . .  Kansas Ad Valorem Tax(') $ 1,434 
Earnings 

Total 2008 Olher Rate Activity. . . .  $ 334 

2007 Other Rate Activity: 
Mid-Tex . . . . . . . . . . . . . . . . . . . . . .  Texas GRIP Refimd ~ ~ 8 8 7 )  4/1107 
Colorado-Kansas . . . . . . . . . . . . . . . .  Kansas Ad Valorem Tax(') 1,528 1/1/07 

Total 2007 Other Rate Activity. ~ . . $(1,359) 

2006 Other Rate Activity: 
Colorado-Kansas . . . . . . . . . . . . . . . .  Kansas Ad Valorem Tax") $ 1,565 1/1/06 

Total 2006 Other Rate Activity. . . .  $ 1,565 

See footnotes on the following page. 
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- 
In the state of Kansas, ad valorem tax represents a general tax on all real and personal property determined 
based on the value of the property. This tax is assessed to the Company and recovered from our customers 
through our rates. 

(’) In November 2007, the Colorado Public Utilities Commission approved an earnings agreement entered 
into jointly between the Colorado-Kansas Division. the Commission Sta€f and the OEfce of Consumer 
Counsel. The agreement called €or a one-time refund to customers of $1.1 million made in January 2008. 

In addition to the activity above, in  December 2006, the Louisiana PubIic Service Commission issued a 
staff report allowing the deferral of $4.3 million in operating and maintenance expenses in  our Louisiana 
Division to allow recovery of all incremental operation and maintenance expense incuned in fiscal 2005 and 
2006 in connection with our Hurricane Katrina recovery efforts. 

In September 2006, our Mid-Tex Division filed its annual gas cost reconciliation with the RRC. The 
filing reflects approximately $24 million in refunds of amounts that were overcollected from customers 
between July 2005 and June 2006. The Mid-Tex Division received approval to rehnd these amounts over a 
six-month period, which began in November 2006. The ruling had no impact on the gross profit for the Mid- 
Tex Division. 

In May 2007, our Mid-Tex Division filed a 36-month gas contract review filing. This f h g  is mandated 
by prior RRC orders and relates to the plrudency of gas purchases made from November 2003 through October 
2006, which total approximately $2.7 billion. An agreed-upon procedural schedule was filed with &e RRC, 
which estabIished a hearing schedule beginning in December 2007. In July 2008, the City of Dallas filed 
testimony recommending a disallowance of approximately $58 million and the ACSC Coalition of Cities Red 
testirnony recommending a disallowance of approximately $89 million. However, the Mid-Tex Division has 
historically been able to settle similar gas contract reviews for significantly less than the requested disallow- 
ance amounts. A hearing was held at the RRC in September 2008, and initial and reply briefs were .filed by all 
parties in mid-October 2008. A proposal for decision on this matter is expecqed by the end of March 2009. 

Other Regulation 

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

The Federal Energy Regulatory Commission (FERC) allows, pursuant to Section 31 I 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 E R C .  

The RRC has issued a final rule requiring the replacement of known compression couplings at pre-bent 
gas meter risers by November 2009. This nile affects the operations of the Mid-Tex Division but is presently 
not anticipated to have a significant impact on our West Texas Division. This rule requires us to expend 
si,&ficant amounts of capital in the Mid-Tex Division, but these prudent and mandatory expenditures should 
be recoverable through our rates. 
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Competition 

Although our natural gas distribution operations are not currently in significant direct competition with 
any other distributors of natural gas to residential and commercial customers within our service areas, we do 
compete with other natural gas suppliers and suppliers of alternative fuels for sales to industrial customers. We 
compete in d l  aspects of our business with alternative energy sources, including, in p@icular, 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 
industrid markets. However, higher gas prices, coupled with the electric utilities’ marketing efforts, have 
incxeased competition for residential and commercial customers. h addition, AEM competes with other natural 
gas marketers to provide natural gas management and other related services to customers. 

Our regulated transmission and storage operations currently face limited competition from other existing 
intxastate pipelines and gas marketers seeking to provide or arrange transportation, storage and other services 
for customers. 

Employees 

At September 30, 2008, we had 4,750 employees, consisting of 4,618 employees in our regulated 
operations and I32 employees in our nonregulated operations. 

Available Information 

Our Annual Reports on Form IO-R, Quarterly Reports on Form IO-Q, Current Reports on Form 8-R and 
other reports, and amendments to those reports, and other forms that we file with or furnish to the Securities 
and Exchange Commission (SEC) are available free of charge at our website, MiwMratmoserrergy.cot~, under 
“Publications and Filings” under the “Investors” tab, as soon as reasonably practicable, after we electronically 
f i le these reports with, or furnish these reports to, the SEC. We will also provide copies of these reports free 
of charge upon request to Shareholder Relations at the address and telephone number appearing below: 

Shareholder Relations 
Atmos Energy Corporation 
P.O. Box 650205 
Dallas, Texas 75265-0205 
972-855-3729 

Corporate Governance 

Tn accordance with and pursuant to relevant related ruies and regulations of the SEC as well as corporate 
governance-related listing standards of the New York Stock Exchange (NYSE), the Board of Directors of the 
Company has established and periodically updated our Corporate Governance Guidelines and Code of 
Conduct, which is applicable to all directors, officers and employees of the Company. In addition, in 
accordance with and pursuant to such NYSE listing standards, our Chief Executive Officer, Robert W. Best, 
has certified to the New York Stock Exchange that he was not aware of any violation by the Company of 
NYSE corporate governance listing standards. The Board of Directors also annually reviews and updates, if 
necessaiy, the charters for each of its Audit, Human Resources and Nominating and Corporate Governance 
Committees. All of the foregoing documents are posted on the Corporate Governance page of our website. We 
wiu also provide copies of all corporate governance documents free of charge upon request to Shareholder 
Relations at the address listed above. 
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ITEM 1A. Risk Factors. 

Our financial and operating results are subject to a number of risk factors, many of which are not within 
ow control. Although we have tried to discuss key risk factors below, please be aware that other or new risks 
may prove to be important in the future. Investors should carefully consider the following discussion of risk 
factors as well as other information appearing in this report. These factors include the following: 

The continuation of the unprecedented disruptions in the credit markets could limit our abiZity to access 
cupiral and increase our costs of capital. 

We rely upon access to both short-term and long-term credit markets to satisfy our liquidity requirements. 
The global credit markets have been experiencing significant disruption and volatility in recent months, to a 
greater degree than has been seen in decades. In some cases, the ability or willingness of traditional sources of 
capital to provide financing has been reduced. 

Historically, we have accessed the commercial paper markets to finance our short-term working capital 
needs, However, the disruptions in the credit markets since mid-September 2008 have limited our access to the 
commercial paper markets. Consequently, we have borrowed directly under our pri~nary credit facility that 
backstops our commercial paper program to provide much of our working capital. This credit Cacility provides 
up to $600 million in committed financing through its expiration in December 201 1; however, one lender with 
a 5.55% share of the commitments has ceased funding, effectively reducing the facility’s size to $567 million. 
Our borrowings under this facility, along with our commercial paper, have been used primarily to purchase 
natural gas supply for the upcoming winter heating season. The amount of our working capital requirements in 
the near-term will depend primarily on the market price of natural gas. Higher natural gas prices may 
adversely iwpact our accounts receivable collections and may require us to increase borrowings under our 
credit facilities to fund our operations. The cost of both our borrowings under the primary credit facility and 
our commercial paper has increased significantly since mid-September 2008. We have historically supple- 
mented our commercial paper program with a short-term comnitted credit facility that must be renewed 
annually. No bonowings are currently outstanding under this $212.5 milLion facility, which matures at the end 
of October 2009. 

Uur long-term debt is currently rated as “investment grade” by Standard & Poor’s Corporation, Moody’s 
Investors Services, Inc. and Fitch Ratings, Ltd. If continuing adverse credit conditions cause a significant 
limitation on our access to the private and public credit markets, we could see a reduction in our liquidity. A 
significant reduction in our liquidity could in turn trigger a negative change in our ratings outlook or even a 
reduction in our credit ratings by one or more of the three credit rating agencies. If we were to lose our 
investment-grade rating from any of the thTee credit rating agencies, we would lose our ability to issue 
unsecured long-term debt in the capital markets without M e r  re,.ulatoq approval due to restrictions imposed 
by one of the state regulatory commissions that re,plates our natural gas distribution business. Additionally, 
such a downgrade could even further limit our access to private credit markets and increase the costs of 
borrowing under credit lines that could be available. 

Further, if our credit ratings were downgraded, we could be required to provide additional liquidity to our 
natural gas marketing segment because the commodity financial instruments markets could become unavailable 
to us. Our natural gas marketing segment depends primarily upon an uncommitted demand $580 million credit 
facility to finance its working capital needs, which it uses primarily to issue standby letters of credit to its 
natural gas suppliers. Although the availability of credit under this facility has not yet been affected, the 
continuation of current market conditions could adversely affect such availability. A significant reduction in 
such availability could require us to provide extra liquidity to support its operations or reduce sorne of the 
activities of our natural gas marketing segment. Our ability to provide extra liquidity is Limited by the terms of 
our existing lending arrangements with AEH, which are subject to annual approval by one state regulatory 
commission. 

A continuation of the recent deterioration in credit markets could also adversely impact our plans to 
refinance debt that matures at the beginning of fiscal 2010. We financed our ’ I X J  Gas acquisition in October 
2004 in part with the proceeds of our 4% senior notes due 2009. The $400 Inillion principal amount of these 
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notes matures in October 2009 and we plan to access the capital markets to refinance this debt prior to 
maturity. A Continuation of current market conditions could adversely affect the cost or other terms of such 
rehancing. 

While we believe we can meet our capital requirements from our operations and the sources of financing 
available to us, we can provide no assurance that we wiU continue to be able to do so in the future, especialIy 
if the market price 01 natural gas increases significantly in the near-term. The iuture effects on our business, 
liquidity and financial results of a continuation of' current market conditions could be material and adverse to 
us, both in the ways described above or in other ways that we do not currently anticipate. 

The continrution of recent economic conditions could adverse@ aflect our customers and negative@ 
impact our financial results. 

The slowdown in the US. economy, together with increased mortgage defaults and significant decreases 
in the values of harnes and investment assets, has adversely affected the financial resources of many domestic 
households. It is unclear whether the administrative and legislative responses to these conditions will be 
successful in avoiding a recession or in lessening the severity or duration of a recession. As a result, our 
customers may seek to use less gas in upcoming heating seasons and it may become more difficult for them to 
pay their gas bills. This may slow collections and lead to higher than normal levels of accounts receivable. 
This i n  turn could increase our financing requirements and bad debt expense. 

The costs of providing penswn and postretirement heulih care benefits and related funding requirements 
are subject to changes in pension fund values, changing demographics and fluctuating actuarial assump- 
tions and may have a materid adverse effect on our fmancial results. 

We provide a cash-balance pension plan and postretirement healthcare benefits to eligible full-time 
employees. Our costs of providing such benefits and related funding requirements are subject to changes in the 
market value of the assets funding our pension and postretirement healthcare plans. The recent significant 
decline in the value of investments that fund OUT pension and postretirement healthcare plans may significantly 
differ from or alter the values and actuarial assumptions we use to calculate our future pension plan expense 
and postretirement healthcare costs. A continuation or fbrther decline in the value of these investments could 
increase the expenses of ow pension and postretirement healthcare plans and related funding requirements in 
the future. Our costs of providing such benefits and related funding requirements are also subject to changing 
demographics, including longer life expectancy of beneficiaries and an expected increase in the number of 
eligible former employees over the next five to ten years, as well as various actuarial calcrilations and 
assumptions, which may differ materially fYom actual results due to changing market and economic conditions, 
higher or lower withdrawal rates and interest rates and other factors. 

Our operations are exposed to markt risks Uiat are beyond our control which could adversely affect our 
financial results and capital requirements. 

Our risk management operations are subject to market risks beyond our control, including market 
liquidity, commodity price volatility and counterparty creditworthiness. Although we maintain a risk manage- 
ment policy, we may not be able to completely offset the price risk associated with volatile gas prices OT the 
risk in our natural gas marketing and pipeline, starage and other segments, which could lead to volatility in 
our earnings. Physical hading also introduces price risk on any net open positions at the end of each trading 
day, as well as volatility resulting from intra-day fluctuations of gas prices and the potential for daily price 
movements between the time natural gas is purchased or sold for future delivery and the time the related 
purchase or sale is hedged. Although we manage our business to maintain no open positions, there are times 
when Limited net open positions related to our physical storage may occur on a short-term basis. The 
determination of our net open position as of the end of any particular trading day requires us to make 
assumptions as to future circumstances, including the use of gas by our customers in relation to our anticipated 
storage and market positions. Because the price risk associated with any net open position at the end of such 
day may increase if the assumptions are not realized, we review these assumptions as part of our daily 
monitoring activities. Net open positions may increase volatility in our financial condition or results of 

23 



opaations if market prices move in a significantly favorable or unfavorable manner because the timing of the 
recognition of profits or losses on the hedges for financial accounting purposes usually do not match up with 
the timing of the economic profits or losses on the item being hedged. This volatility may occur with a 
resulting increase or decrease in earnings or losses, even though the expected profit margin i s  essentially 
unchanged from the date the transactions were consummated Further, if the local physical markets in which 
we trade do not move consistently with the NYMEX futures market, we could experience increased volatility 
in the financial results of our natwal gas marketing and pipeline, storage and other segments. 

Our natural gas marketing and pipeline, storage and other segments manage margins and l i t  risk 
exposure on the sale of natural gas inventory or the offsetting fixed-price purchase or sale commitments for 
physical quantities of natural gas through the use of a variety of financial instruments. However, contractual 
limitations could adversely affect our ability to withdraw gas from storage, which could cause us to purchase 
gas at spot prices in a rising market to obtain sufficient volumes to fulfill customer contracts. We could also 
realize financial losses on ow efforts to Limit risk as a result of volatility in the market prices of the underlying 
commodities or if a counterparty fails to perform under a contract. A continued tightening of the credit market 
could cause more of our counterparties to fail to perform than expected and reserved. In addition, adverse 
changes in the creditworthiness of our counterparties could limit the level of trading activities with these 
parties and increase the risk that these parties may not perform under a contract. These circumstances could 
also increase our capital requirements. 

We are also subject to interest rate risk on our borrowings. In recent years, we have been opmting in a 
relatively low interest-rate environment with both short and Iong-tm interest rates being relatively low compared 
to historical inteiw rates. However, increases in interest rates could adversely affect our future fiuancial results. 

We are subject to state and local regulations that affect our operations andfinancial results. 

Our natural gas distribution and regulated transmission and storage segments are subject to various regulated 
returns on our rate base in each jurisdiction in which we operate. We monitor the allowed rates of return and OUT 
effectiveness in  earning such rates and initiate rate proceedings or operating changes as we believe are needed. 
In addition, in the normal course of business in the regulatory environment, assets may be placed in service and 
historid test periods esrablished before rate cases can be fiied that could result i n  an adjustment of our returns. 
Once rate cases are filed, regulatory bodies have the authority to suspend implementation of the new rates while 
studying the cases. Because of this process, we must sufier the negative financial effects of having placed assets 
in service withont the benefit of rate relief, which is commonly referred to as “regulatory lag”. Rate cases also 
involve a risk of rate reduction, because once rates have been approved, they are stiU subject to challenge for 
their reasonableness by appropriate regulatory authorities. In addition, regulators may review ow purchases of 
natural gas and can adjust the amount of our gas costs that we pass through to our customers. Finally, our debt 
and equity financings are also subject to approval by regulatory bodies in several states, which could limit our 
ability to access or take advantage of changes in the capital mzkets. 

Some of our operations are subject to increased federal regulatory oversight that could affect our opera- 
tions aridfinancial results. 

FERC has regulatory authority that affects some of our operations, including sales of natural gas i n  the 
wholesale gas market and the use and release of interstate pipeline and stoiage capacity. Under legislation passed 
by Congress i n  2005, FERC has adopted rules designed to prevent market power abuse and market manipulation 
and to promote corripfiance with F%RC’s other rules, policies and orders by companies engaged in the sale, 
purchase, transportation or storage of natural gas in interstate commerce. These iules carry increased penalties 
for violations. We are cusrently under investigation by FERC for possible violations of FERC’s posting and 
competitive bidding regulations for pre-arranged released firm capacity on interstate natural gas pipelines. 
Although we are currently taking action to struchwe current and future transactions to comply with applicable 
FERC regulations, we are unable to predict the impact that these rules or any future regulatory activities of 
FERC and other federal agencies wiU have on ow operations or financial results. Changes in regulations or their 
interpretation or additional regukations could adversely affect our business or financial results, 

i 

24 



We are subject to eiwironmenfal regulations which could adverse& affect our openations orjimncial resuh. 

We are subject to laws, regulations and other legal requirements enacted or adopted by federal, state and 
local governmental authorities relating to protection of the environment and health and safety matters, 
including those legal requirements that govern discharges of substances into the air and water, the management 
and disposal of hazardous substances and waste, the clean-up of contaminated sites, groundwater quality and 
availability, plant and wildlife protection, as well as work practices related to employee health and safety. 
Environmental legislation also requires that our facilities, sites and other properties associated with our 
operations be operated, maintained, abandoned and reclaimed to the satisfaction of applicable regulatory 
authorities. Failure to comply with these laws, regulations, permits and licenses may expose us to fines, 
penalties or interruptions in our operations that could be significant to our financial results. In  addition, 
existing environmental regulations may be revised or our operations may become subject to new regulations. 
In addition, there are a number of new federal and state legislative and regulatory initiatives being proposed 
and adopted in an attempt to control or limit the effects of global warning and overall climate change, 
including greenhouse gas emissions, such as carbon dioxide. Such revised or new regulations could result in 
increased compliance costs or additional operating restrictions which could adversely affect our business, 
financial condition or frnancial results. 

The concentration of our distribution, pipeline and sforage operations in the Sfate of Texas exposes our 
operations and financial resuUs to economic condiiions and regulalory decisions ia Texas. 

As a result of our acquisition of the distribution, pipeline and storage operations of TXU Gas in October 
2004, over 50 percent of our natural gas distribution customers and most of our pipeline and storage assets 
and operations are located i n  the State of Texas. This concentration of our business in Texas means that our 
operations and financial results may be significantly affected by changes in the Texas economy i n  general and 
regulatory decisions by state and local regulatory authorities in Texas. 

Adverse weather conditions could affect our operations or financial results. 

Since the 2006-2007 winter heating season, we have had weather-normalized rates for over 90 percent of 
our residential and commercial meters, which has substantially mitigated the adverse effects of warmer-than- 
normal weather for meters in those service areas. However, there is no assurance that we will continue to 
receive such re,datory protection fYom adverse weather in our rates in the future. The loss of such weather - 
normalized rates could have an adverse effect on onr operations and financial results. In addition, our natural 
gas distribution and re-dated transmission and storage operating results may continue to vary somewhat with 
the actual temperatures during the winter heating season. Sustained cold weather could adversely affect our 
natural gas marketing operations as we may be required to purchase gas at spot rates in a rising market to 
obtain sufficient volumes to fulfill some customer contracts. 

Inflation and increased gas costs could adversely impact our customer base and cusiomer collections and 
increase our level of indebfedness. 

Infiation has caused increases in some of our operating expenses and has required assets to be replaced at 
higher costs. We have a process in place to continually review the adequacy of our natural gas distntution gas 
rates in relation to the increasing cost of providing service and the inherent regulatory lag in adjusting those 
gas rates. Historically, we have been able to budget and control operating expenses and investments within the 
amounts authorized to be collected in rates and intend to continue to do so. However, the ability to control 
expenses is an important factor that could impact future financial results. 

Rapid increases in the costs of purchased gas, which has occurred in recent years, cause us to experience 
a s i w c a n t  increase in short-term debt. We must pay suppliers for gas when it is purchased, which can be 
significantly in advance of when these costs may be recovered through the collection of monthly customer 
bills for gas delivered. Increases in puichased gas costs also slow our natural gas distribution collection efforts 
as customers are more likely to delay the payment of their gas bas,  leading to higher than noimal accounts 
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receivable. This could result in higher short-term debt levels, greater collection efforts and increased bad debt 
expense. 

Our growth in thefIlture may be limited by the nature of our business, which requires extensive capital 
spending. 

We must continually build additional capacity in  our natural gas distribution system to maintain the 
growth in the number of our customers. The cost of adding this capacity may be affected by a number of 
factors, including the general state of the economy and weather. Our cash ffows from operations generally are 
sufficient to supply funding for all our capital expenditures, including the financing of the costs of new 
constructiori along with capital expenditures necessary to maintain our existing natural gas system. Due to the 
timing of these cash flows and capital expenditures, we often must fund at least a portion of these costs 
through borrowing funds from third party lenders, the cost and availability of which is dependent on the 
liquidity of the credit markets, interest rates and other market conditions. This in turn may limit our ability to 
connect new cvstomers to our system due to constraints on the amount of funds we can invest in our 
idrasRu cture. 

Our operations are subject to increased competition. 

In residential and commercial Lvstomer markets, our natural gas distribution operations compete with 
other energy products, such as electricity and propane. Our prirriary product competition is with electricity for 
heating, water heating and cooking. Increases in the price of natural gas could negatively impact our 
Competitive position by decreasing the price benefits of natural gas to the consumer. This could adversely 
impact our business if, as a result, our customer growth slows, reducing our ability to make capital 
expenditures, or if our customers fwrther conserve their use of gas, resulting in reduced gas purchases and 
customer billings. 

In the case of industrial customers, such as manufacturing plants, adverse economic conditions, including 
higher gas costs, could cause these customers to use alternative sources of energy, such as electricity, or bypass 
our systems in favor of special competitive contracts with lower per-unit costs. Our regulated transmission and 
storage segment currently faces limited competition from other existing intrastate pipelines and gas marketers 
seeking to provide or arrange transportation, storage and other services for customers. However, competition 
may increase if new intrastate pipelines are constructed near our existing facilities. 

Distributing and storing ndural gas involve risks that may resuIt irt accidents and additional operaling 
costs. 

Our natural gas distribution business involves a number of hazards and operating risks that cannot be 
completely avoided, such as I&, accidents and operational problems, which could cause loss of human life, 
as well as substantial financial losses resulting from property damage, damage to the environment and to our 
operations. We do have liability and property insurance coverage in place for many of these hazards and risks. 
However, because our pipeline, storage and distributiou facilities are uear or are in populated areas, any loss of 
human Life or adverse financial results resulting from such events could be large. If these events were not fully 
covered by insurance, our operations or linanciat results could be adversely aflected. 

Natural disasters, terrorist activities or other signzficant events could adwrsely anect our operations or 
financial results. 

Natural disasters are always a threat to our assets and operations. In addition, the threat of terrorist 
activities could lead to increased economic instability and volatility in the price of natural gas that could affect 
our operations. Also, companies in our industry may face a heightened risk of exposure to actual acts of 
terrorism, which could subject our operations to increased iisks. As a result, the availability of insurance 
covering such risks may be more limited, which could increase the risk that an event could adversely affect 
our operations or fiiancial results. 
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ITEM 1B. Unresolved Stufl Comments. 

Not applicable. 

ITEM 2. Properties. 

Distribution, transmission and related assets 

At September 30, 2008, our natural gas distribution segment owned an aggregate of 77,462 miles o€ 
underground distribution and transmission mains throughout our gas distribution systems. These mains are 
located on easements or rights-of-way which generally provide for perpetual use. We maintain our mains 
though a program of continuous inspection and repair and believe that our system of mains is in good 
condition. Our regulated transmission and storage segment owned 6,069 miles of gas wansmission and 
gathering lines and our pipeline, storage and other segment owned 114 miles of gas transmission and gathering 
lines. 

Storage Assets 

periods of peak demand. The following table summarizes certain information regarding our underground gas 
storage facilities: 

We own underground gas storage facilities in several states to supplement the supply of natural gas in 

Usable Capacity 
-- WcfJ - State 

Natural Gas Dish'butian Segment 
Kentucky. ........................ 4,442,696 
Kansas . . . . . . . . . . . . . . . . . . . . . . . . . .  3,239,000 
Mississippi ....................... 2,211,894 
Georgia . . . . . . . . . . . . . . . . . . . . . . . . . .  450,000 

Total . . . . . . . . . . . . . . . . . . . . . . . . . .  10,343,590 

Maximum 
Daily 

Cushion TVtal  Delivery 
Gas Capacity Capability we(') (M@ (Me 

6,322,283 10,764,979 109,100 
2,300,000 5,539,000 45,000 
2,442,917 4,654,811 48,000 

50,000 500,000 30,000 

I 1,115,200 21,458,790 232,100 
-- 

Regulated Transmission and Storage 

Pipeline, Storage and Other Segment 
Kentucky. . . . . . . . . . . . . . . . . . . . . . . . .  3,492,900 3,295,000 6,787,900 7 1,000 
Louisiana. . . . . . . . . . . . . . . . . . . . . . . . .  438,583 300,973 739,556 56,000 

Total. .  . . . . . . . . . . . . . . . . . . . . . . . .  3,931,483 3,595,973 7,527,456 127,000 

Total.. .......................... 53,518,299 27,839.198 81,357,497 1,594,100 

Segntent -- T a m  . . . . . . . . . . . . . . . . .  39,243,226 13,128,025 52,371,251 1,235,000 

.-- 

Cushion gas represents the volume of gas that must be retained in a facility to maintain reservoir pressure. 
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Additionally, we contract for storage service in underground storage facilities on many of the interstate 
pipelines serving us to supplement our proprietary storage capacity. The following table summarizes our 
contracted storage capacity: 

Maximum 
MZdIlWIU Daily 

Storage Withdrawal 
Quantity Quantity 

Segment DivisiodCompauy - (MMBtu) (MhTBtU)"' 

Natural Gas Disfribdon Segrneiil 
Colorado-Kansas Division 
KentuckyMd-States Division 
Louisiana Division 
Mississippi Division 
West Texas Division 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Natural Gas Marketing Segment .......... Atrnos Energy Marketing, LLC 
Pipeline, Storage and Other Segment ....... Trans Louisiana Gas Pipeline, hc. 
Total Contracted Storage Capacity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

4,237,243 
lS,301,017 
2,574,479 
4,033,649 
1,225,000 

27,371,388 
7,879,724 
1,200,000 

36,451,112 

108,232 
287,798 
158,731 
168,039 
56,000 

778,800 
202,586 
55,720 

1,037,106 
-- 

( I )  Maximum daily withdrawal quantity W W Q  amounts will fluctuate depending upon the season and the 
month. Unless otherwise noted, MDWQ amounts represent the MDWQ amounts as of November 1,  which 
is the beginning of the winter heating season. 

Other facilities 

Our natural gas distribution segment owns and operates one propane peak shaving plant with a total 
capacity of approximately 180,000 gallons that can produce an equivalent of approximately 3,300 Mcf daily. 

Offices 

Our administrative offices and corporate headquarters are consolidated in a leased facility in Dallas, 
Texas. We also maintain field offices throughout our distribution systeni, the majority of which are located in 
leased facilities. Our norregulated operations are headquartered in Houston, Texas, with oftices in Houston 
and other locations, primarily in leased facilities. 

ITEM 3. Legal Proceedings. 

See Note 12 to the consolidated financial statements. 

ITEM 4. Sribmisswn of Ma#ers to a W e  of Secudy HoZders. 

No matters were submitted to a vote of security holders during the fourth quarter of fiscal 2008. 
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EXECUTIVE OE’FICERS OF TEiE REGETRANT 

The following table sets forth certain information as of September 30, 2008, regarding the executive 
officers of the Company. It is followed by a brief description of the business experience of each. exectitive 
officer. 

Years of -- Name -- Age Service Omce Currently Held 

Robert W. Best. . I . . I . . . . . ~ . . 11 
Rim R. Cocklin . . . . . . . . . . - I . . 2 
Louis P. Gregory. . . . . . . . . . . . 53 8 Senior Vice Resident and General Counsel 
MichaelE. Haefner.. . . . . . ” . .  . . 48 - Senior Vice President 
Mark H. Johnson . . . . . . . .. . . . 49 7 Senior Vice President, Nonregulated Operations 

Wynn D. McGregor . . . . . . . . . . .. 
John I? Reddy. . - I . . .I . . . . . I . 55 10 Senior Vice President and Chief Financial OEcer 

Robert W. Best was named Chairman of the Board, President and Chief Executive Officer in March 1997. 

61 
57 

Chairman, President and Chief Executive Officer 
Senior Vice President, Regulated Operations 

and President, Atmos Energy Marketing, LLC 
Senior Vice President, Human Resources 55 20 

Effective October I ,  2008, Mr. Best continues to serve the Company as Chairman of the Board and Chief 
Executive Officer. 

Kim R. CocMin joined the Company in June 2006 as Senior Vice Resident, Regulated Operations. On 
October 1, 2008, Mr. Cocklin was named President and Chief Operating Officer. Prior to joining the Company, 
Mr. Cocklin served as Senior Vice President, General Counsel and Chief Compliance Officer of Piedmont 
Natural Gas Company from February 2003 to May 2006. 

Louis P. Gregory was named Senior Vice President and General Counsel in September 2000. 

Michael E. Haefner joined the Company in June 2008 as Senior Vice President to succeed Wynn D. 
McOregor, who retired from the Company on October 1,2008. Prior to joining the company, Mr. Haefner was 
a self-employed consultant and founder and president of Perform for Life, LLC from May 2007 to May 2008. 
MJ. Haefner previously served for 10 years as the Senior Vice President, Human Resources, of Sabre Holding 
Corporation, the parent company of Sabre Airline Solutions, Sabre Travel Network and Travelocity. 

of Atmos Energy Holdings, Inc., and Atmos Energy Marketing, LLC, in April 2005. Mr. Johnson previously 
sewed the Company as Vice President, Nonutility Operations from October 2005 to March 2006 and as 
Executive Vice President o f  Atmos Energy Marketing from October 2003 to March 2005. 

served the Company as Vice President, Human Resources from January 1994 to September 2005. 
MI. McGregor retired from the Company on October 1, 2008. 

Mark H. Johnson was named Senior Vice President, Nonregulated Operations in  April 2006 and President 

Wynn D. McGregor was named Senior Vice President, Human Resources in October 2005. He previously 

John P. Reddy was named Senior Vice President and Chief Financial Officer in September 2000. 
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PART D[ 

ITEM 5. Market f i r  Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities. 

Our stock wades on the New York Stock Exchange under the wading symbol “ATO.” The high and low 
sale prices and dividends paid per share of our common stock for fiscal 2008 and 2007 are listed below. The 
high and low prices listed are the closing NYSE quotes, as reported on the NYSE composite tape, for shares 
of OUT common stock: 

2008 

Eigh T A W  paid 
Dividends 

- - _ _ c _  

Quarter Ended: 
December 31 ....................... $29.46 $26.1 1 $.325 
March 31 .......................... 28.96 25.09 -325 
June 30 ........................... 28.54 25.81 .325 
September 30 . .  ..................... 28.25 25.49 ~ .325 

$1.30 - 

2007 

High LOW paid 
Dividends 

-- - -.- 

$33.01 $28.45 $.320 
33.00 30.63 .320 
33.11 29.38 “320 
30.66 26.47 - .320 

$1.28 - - 
Dividends are payable at the discretiott of our Board of Directors out of legally available funds. The 

Board of Directors typically declares dividends in the same fiscal quarter in which they are paid. The number 
of record holders of our common stock on October 31,2008 was 21,825. Future payments of dividends, and 
the amounts of these dividends, will depend on our financial condition, results of operations, capital 
requirements and other factors. We sold no securities during fiscal 2008 that were not registered under the 
Securities Act of 1933, as amended. 
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Performance Graph 

The performance graph and table below compares the yearly percentage change in ow total return to 
shareholders for the last five fiscal years with the total return of the Standard and Poor's 500 Stock Index and 
the cumulative total return of two different customized peer company groups, the New Comparison Company 
Index and the Old Comparison Company Index. The New Comparison Company Index includes Integrys 
Energy Group, Inc. because the Board of Directors determined that Integrys Energy Group, Tnc. fits the profile 
of the companies in the peer group, which is comprised of natural gas distribution companies with similar 
revenues, market capitalizations and asset bases to that of the Company. The graph and table below assume 
that $100.00 was invested on September 30, 2003 in our common stock, the S&P 500 Index and in the 
common stock of the companies in the New and Old Comparison Company Indexes, as well as a reinvestment 
of dividends paid on such investments throughout the period. 

Comparison of Five-Year Cumulative Total Return 
among Atmos Energy Corporation, S&P 500 Index 

and Comparison Company Indices 

$220 

$200 

$180 

$160 

$140 

$120 

$100 

$80 
9/30/03 9/30/04 9/30/05 9/30/06 9/30/07 9/30/08 

-+- Atmos Energy Corporation ---)--. SCP 500 r -f- New Comparison Company Index + Old Comparison Company Index 

Cumulative Tocal Return 
9/30/03 9/30/04 9/30/05 9/30/06 9/30/07 9/30/08 ~ . - _ _ _ - - - ~  

Atmos Energy Corporation . . . . . . . . . . 100.00 110.52 129.67 137.30 141.91 139.94 
S&P500Index.." I .. . . ... . . . " . .  " _  100.00 113.87 127.82 141.62 164"90 128.66 
New Comparison Company Index . . . . . 100.00 121 .OS 170.07 165.67 194.83 168.42 
Old Comparison Company Index.. . . . . 100.00 121.42 171.06 167.3.5 197.75 168.15 

The New Comparison Company Index contains a hybrid group of utility companies, primarily natural gas 
distribution companies, recommended by a global management consulting fum and approved by the Board of 
Directors. The companies included in the index are AGL, Resources Inc., CenterPoin! Energy Resources 
Corporation, CMS Energy Coiporation, Equitable Resources, Inc., Tntegrys Energy Group, Inc., Nicm Tnc., 
NiSource Inc., ONE?OK Inc., Piedmont Natural Gas Company, Inc., Questar Corporation, Vectren Corporation 
and WGI, Holdings, Inc. The Old Comparison Company Index includes tbe companies listed above in the 
New Comparison Company hdex with the exception of htegrys Energy Group, Inc., which was added to the 
Company's peer group in the cment year for the reasons discussed above. 
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The following table sets forth the number of securities authorized fur issuance under our equity 
compensation plans at September 30, 2008. 

Number of Number of Securities Remaining 
Securities to be Issued Weighted-Average Available For Future Issuauce 

Upon Exercise of Exercise Price of Under Equity Compensation 
Outstandiug Options, Outstanding Options, PIans (Exctuding Securities 
Warrants and Rights Warrants and Rights Reflected in Column (a)) 

(a) (b) (C) 

Equity compensation plans 
approved by security holders: 
Long-’Term Incentive Plan . . . . - . 913,841 $22.54 2,122,776 

Total equity compensation plans 
approved by security holders. . . 913,841 22.54 2,122,776 

Equity cornpensation plans not 

Total . . . . . . . . . . . . . - . ” . . . . . . .  91 3,841 $22.54 

- - approved by security holders. . . -- _I -- 
2,122,776 
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ITEM 6. Selected Financial Dah. 

The following table sets forth selected financial data of the Company and should be read in conjunction 
with the consolidated financial statements included herein. 

Fiscal Year Ended September 30 

(In thousands, except per share dah and ratios) 

---- 
2008 2007‘” 2006“’ 2oop---- ~ O M ( ~ ~  

Results of Operations 
Operating revenues. .................. 
Cmssproft ........................ 
operating expenses“) . . . . . . . . . . . . . . . . .  
Operating income. ................... 
Miscellaneous income(3) . . . . . . . . . . . . . . .  
Interest charges . . . . . . . . . . . . . . . . . . . . .  
Tncome befoie income taxes . . . . . . . . . . . .  
Income tax expense . . . . . . . . . . . . . . . . . .  
Net income . . . . . . . . . . . . . . . . . . . . . . . .  
Weighted average diluted shares 

outstanding. . . . . . . . . . . . . . . . . . . . . . .  
Diluted net income per share . . . . . . . . . . .  
Cash flows from operations . . . . . . . . . . . .  
Cash dividends paid per share. . . . . . . . . . .  
Total natural gas distribution throughput 

( r n c f )  ......................... 
Total regulated transmission and storage 

transportation volumes WMcf). . . . . . . .  
Total natural gas marketing sales volumes 

(h4Mcf) ......................... 
Financial Condition 
Net property, plant and equipment ....... 
Working capital ..................... 

maturities of long-term debt . . . . . . . . . .  

Total assets . . . . . . . . . . . . . . . . . . . . . . . .  
Short-term debt, inclusive of current 

Capitalization: 
Shareholders’ equity . . . . . . . . . . . . . . . .  
Long-term debt (excluding current 

maturities) . . . . . . . . . . . . . . . . . . . . .  2,119,792 2,126,315 2,180,362 2,183,104 861,311 
Total capitalization. . . . . . . . . . . . . . . . . . .  4,172,284 4,092,069 3,828,460 3,785,526 1,994,770 
Capital expenditures. ................. 472,273 392,435 425,324 333,183 190,285 
Financial Ratios 
CApitaLization . . . . . . . . . . . . . . . . .  45.4% 46.3% 39.1% 40.7% 56.7% 
Return on average shareholders’ equity”’ .. 8.8% 8.8% 8.9% 9.0% 9.1% 
I - -~  

Financial results for 2007 and 2006 include a $6.3 million and a $22.9 million pre-tax loss for the impair- 
ment of certain assets. 

Division from October 1 ,  2004, the date of acquisition. 

L.P. and Heritage Propane Partners, L.P. 

and short-term debt, inclusive of current matuiities of long-term debt. 

age of shareholders’ equity for the previous five quarters. 

(2) Financial results for 2005 include the results of the Mid-Tex Division and the Atmos Pipeline - Texas 

(3) Financial results for 2004 include a $5.9 million pre-tax gain on the sale of our interest in IJ.S. Propane, 

(4) The capitdization ratio is calculated by dividing shareholders’ equity by the sum of total capitalization 

( 5 )  The return an average shareholders’ equity is calculated by dividing cmrent yem net income by the avei- 

$7,221,305 
1,321,326 

893,431 
427,895 

2,73 I 
137,922 
292,704 
112,373 

$ 180,331 

90,272 
$ 2.00 

370,933 
$ 1.30 

429,354 

595,542 

389,392 

$4,136,859 
78,017 

6,386,699 

351,327 

2,052,492 

$5,898,431 

851,446 
398,636 

9,184 
145,236 
262,584 
94,092 

$ 168,492 

1,250,082 

87,745 
$ 1.92 

547,095 
$ 1.28 

427,869 

505,493 

370,668 

$3,836,836 
149,217 

5,895,197 

154,430 

1,965,754 

$6,152,363 
1,216,570 

833,954 
382,616 

881 
146,607 
236,890 

89,153 
$ 147,737 

$4,961,873 
1, I 17,637 

7 6 8 ,9 8 2 
348,655 

2,021 
132,658 
21 8,018 
82,233 

$ 135,785 

$2,920,037 
562,19 1 
368,496 
193,695 

9,507 
65,437 

137,765 
51,538 

$ 86,227 

81,390 79,012 
$ 1.82 $ 1.72 

311,449 386,944 
$ 1.26 $ 1.24 

393,995 41 1 , I  34 

410,505 373,879 

283,962 238,097 

$3,629,156 $3,374,367 
(1,616) 151,675 

5,7 19,547 5,610,547 

385,602 148,073 

1,648,098 1,602,422 

54,4 16 
$ 1.58 

270,734 
$ 1.22 

246,033 

222,572 

$1,722,521 
283,310 

2,902.6sti 

5,908 

1,133,459 
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ITEM 7 .  Management’s Discussw~l and Amlysis of Financial Condition and RcsuUs of Operations. 

WTRODUCTION 

This section provides management’s discussion of the financial condition, changes i n  financial condition 
and results of operations of Atmos Energy Corporation and its consolidated subsidiaries with specific 
information on resuits of operations and ljquiiliry and capital resources. It includes management’s interpretation 
of our kanc id  results, the factors affecting these results, the major factors expected to sect future operating 
results and future investment and financing plans. This discussion should be read in conjunction with our 
consolidated irnancial statements and notes thereto. 

Several factors exist that could influence our future financial performance, some of which are described 
in Item I A  above, “Risk Factors”. They should be considered in connection with evaluating forward-looking 
statements Contained in this report or otherwise made by or on behalf of us since these factors could cause 
actual results and conditions to differ materially from those set out in  such forward-looking statements. 

Cautionary Statement for the Purposes of the Safe Harbor under the Private Securities Litigation Reform 
Act of 1995 

The statements contained in this Annual Report on Form IO-K may contain “forward-lool;ing statements” 
within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange 
Act of 1934. A I  statements other than statements of historid fact included in this Report are forward-looking 
statements made in good faith by us and are intended to qualify for the safe harbor from liability established 
by the Private Securities Litigation Reform Act of 1995. Wen used in this Report, or any other of our 
documents or oral presentations, the words “anticipate”, “believe”, “estimate”, “expect”, “forecast”, “goal”, 
“intend”, “objective”, ‘‘pian”’, ‘>projection”, “seek”, “strategy” or similar words are intended to identify 
forward-looking statements. Such forward-looking statements are subject to risks and uncertainties that could 
cause actual results to differ materially from those expressed or implied in the statements relating to our 
strategy, operations, markets, services, rates, recovery of costs, availability of gas supply and other factors. 
These r isks arid uncertainties include the following: our ability to continue to access the credit markets to 
satisfy our liquidity requirements; the impact of recent economic conditions on our custorness; increased costs 
of providing pension and postretirement health care benefits and increased funding requirements; market risks 
beyond our control affecting our risk management activities including market ‘liquidity, commodity piice 
volatility, increasing interest rates and counterparty creditworthiness; regulatoiy trends and decisions, including 
the impact of rate proceedings before various state regulatory commissions; increased federal regulatory 
oversight and potential penalties; the impact of environmental regulations on our business; the concentration of 
our distribution, pipeline and stomge operations in Texas; adverse weather conditions; the effects of inflation 
and changes in the availability and price of natural gas; the capital-intensive nature of our gas distribution 
business; increased competition from energy suppliers and alternative forms of energy; the inherent hazards 
and risks involved in operating our gas distribution business, natural disasters, terrorist activities or other 
events, and oLtler risks and uncertainties discussed herein, especially those discussed in Item 1A above, all of 
which are difficult to predict and many of which are beyond our control. Accordingly, while we believe these 
€orward-looking statements to be reasonable, there mu be no assurance that they will approximate actual 
experience or that the expectations derived from them will be realized. Fuiaer, 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. 

CRHTICAL ACCOUNTmG POLICIES AND ESTW’i’ES 

Our consolidated financial statements were prepared in accordance with accounting principles generally 
accepted in the United States. Preparation of these financial statements requires us to make estimates and 
judgments that affect the reported amounts of assets, liabilities, revenues and expenses and the related 
disclosures of contingent assets and liabilities. We based our estimates on historical experience and various 
other assumptions that we believe to be reasonable under the cixxmstances. On an ongoing basis, we evaluate 
our estimates, including those related to risk management and trading activities, allowance for doubtful 
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accounts, legal and environmental accruals, insurance accruals, pension and postretirement obligations, 
deferred income taxes and valuation of goodwill, indefinite-lived intangible assets and other long-lived assets. 
Qur critical accounting policies are reviewed by the Audit Committee quarterly. Actual results may differ  om 
estimates. 

R e g ~ l ~ t i o ? ~  - Our natural gas distribution and regulated transmission and storage operations are subject 
to regujation with respect to rates, service, maintenance of accounting records and various other matters by the 
respective reaplatory authorities in the states in which we operate. Our regulated operations are accounted for 
in accordance with Statement of Financial Accounting Standards (SFAS) 71, Accolsnriizg for the Eflecf.7 of 
Certain Types of Regulation. This statement requires cost-based., rate-regulated entities that meet certain 
criteria to reflect the financial effects of the ratemaking and accounting practices and policies of the various 
regulatory commissions in their fiancial statements. We record regulatory assets for costs that have been 
deferred for which future recovery through customer rates is considered probable. Regulatory liabilities are 
recorded when it is probable that revenues will be reduced Tor amounts that will be credited to Customers 
through the ratemaking process. As a result, certain costs that would normally be expensed under accounting 
principles generally accepted in the United States are permitted to be capitalized or deferred on the balance 
sheet because they can be recovered through rates. Discontinuing the application of SFAS 71 could 
significantly increase our operating expenses as fewer costs would likely be capitalized or deferred on the 
balance sheet, which could reduce our net income. Further, regulation may impact the period in which 
revenues or expenses are recognized. The amounts to be recovered or recognized are based upon Estorical 
experience and our understanding of the regulations. The impact of regulation on our natural gas distribution 
operations may be affected by decisions of the regulatory authorities or the issuance of new regulations. 

Revenue recognition -- Sales of natural gas to our natural gas distribution customers are billed on a 
monthly basis; however, the biilig cycle periods for certai~i classes of customers do not necessarily coincide 
with accounting periods used for financial reporting purposes. We follow the revenue accrual method of 
accounting for natural gas distribution segment revenues whereby revenues applicable to gas delivered to 
customers, but not yet billed under the cycle billing method, are estimated and accrued and the related costs 
are charged to expense. 

On occasion, we are permitted to implement new rates that have not been formally approved by our 
regulatory authorities, which are subject to refund. As permitted by SFAS No. 71, we recognize this revenue 
and establish a reserve for amounts that could be refunded based on our experience for the jurisdiction in 
which the rates were implemented. 

Rates established by regulatory authorities are adjusted for increases and decreases in our purchased gas 
costs through purchased gas adjttstnzent mechanisms. Purchased gas adjustment mechanisms provide gas utility 
companies a method of recovering purchased gas costs on an ongoing basis without filing a rate case to 
address all of the utility company's non-gas costs. These mechanisms are commonly utilized when regulatory 
authorities recognize a particular type of cost, such as purchased gas costs, that (i) is subject to significant 
price fluctuations compared to the utility company's other costs, (ii) represents a large component of the utility 
company's cost of service and (iii) is generally outside the control of the gas utility company. There is no 
gross profit generated through purchased gas adjustments, but they provide a dollar-for-dollar offset to 
increases or decreases in utility gas costs. Although substantially all natural gas distribiition sales to our 
customers fluctuate with the cost of gas that we purchase, our gross profit is generally not. afXected by 
fluctuations in the cost of gas as a res& of the purchased gas adjustment mechanism. The effects of these 
purchased gas adjustment mechanisms are recorded as deferred gas costs on our balance sheet. 

Operating revenues for our regulated transmission and storage and pipeline, storage and other segments 
are recognized i n  Ihe period in which actual volumes are transported and storage services a e  provided. 

Operating revenues for our natural gas marketing segment and the associated carrying value of natural 
gas inventory (inclusive of storage costs) are recognized wben we seU the gas and physically deliver it to our 
customers. Operating revenues include realized gains and losses arising from the settlement of financial 
instruments used in our natural gas marketing activities and unrealized gains and losses arising from changes 
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in the fair value of natural gas inventory designated as a hedged item in a fair value hedge and the associated 
€iiancial instruments. 

Allowance for doubijkl accounts - Accounts receivable consist of natural gas sales to residential, 
conmercial, industrial, municipal and other customers. For the majority of our receivables, we establish an 
allowance for doubtful accounts based on OUT collections experience. On certain other receivables where we 
are aware o i  a specifk customer’s inability or reluctance to pay, we record an allowance for doubtful accounts 
against amounts due to reduce the net receivable balance to d e  amount we reasonably expect to collect 
However, if cirwmstances change, our estimate of the recoverability of accounts Teceivable could be affected. 
Circumstances which could affect our estimates include, but are not limited to, customer credit issues, the 
level of natural gas prices, customer deposits and general economic conditions. Accounts are written off once 
hey are deemed to be uncollectible. 

Financial iiufmrnents and hedging activities - Ve currently use fkancial instruments to mitigate 
commodity price risk. Additionally, we periodically use financial instruments to manage interest rate risk. The 
objectives and strategies for using financial instruments have been tailored to meet the needs of our regulated 
and nonregulated businesses. 

We record aU. of our financial insmments on the balance sheet at fair value as required by SFAS 133, 
Accoulzting for Derivatives arid Hedging Activities, with changes in fair value ultimately recorded in the 
income statement. We determine fair values primarily through prices actively quoted on national exchanges, 
which we believe correspond to the market i n  which transactions involving these financial instruments are 
executed. We utilize models and other valuation methods to determine fair value in those limited circum- 
stances where external souices are not available. Values are adjusted accordingly to reflect the potential impact 
of an orderly liquidation of our positions over a reasonable period of time under then current market 
conditions. Amounts reported at fair value are subject to potentially significant volatility based upon changes 
in market prices, the valuation of the portfolio of our contracts, maturity and settlement of these contracts and 
newly originated transactions, each of which directly affect the estimated fair value of our financial 
instruments. We believe the market prices and models used to value these financial instruments represent the 
best information available with respect to closing exchange and over-the-counter quotations, tirue value and 
volatility factors underlying the contracts. Values are adjusted to reflect the potential impact of an orderly 
liquidation of our positions over a reasonable period of time under then mrrent market conditions. 

primarily of financial institutions and major energy companies. This concentration of counterparties may 
materially impact our exposure to credit risk resulting from market, economic or regulatory conditions. Recent 
adverse developments in the global financial and credit markets have made it more difficult and more 
expensive for companies to access the short-term capital markets, which may negatively impact the creditwor- 
thiness of our counterparties. We seek to minimize counterparty credit risk through an evaluation of their 
financial condition and credit ratings and collateral requirements under certain circumstances, including the 
use of master netting agreements in our natural gas marketing segment. 

The thing of when changes in fair value of our financial instruments are recorded in the income 
statement depends on whether the financial inshvment has been designated and qualifies as a part of a hedging 
relationship or if regulatory rulings require a different accounting treatment. Changes in fair value for financial 
instruments that do not meet one of these criteria are recognized in the income statement as they occur. 

Fair value estimates also consider the creditworthiness of our counterparties. Our counterparties consist 

Fituncial Instruments Associated wilh Comnzodity Price Risk 

In our natural gas distribution se,gnent. our customers are exposed to the effect of volatile natural gas 
prices. We manage this exposure through a combination of physical storage, fixed-price forward contracts and 
financial instruments, primarily over-the-counter swap and option contracts, in an effort to minimize the 
impact of natural gas price volatility on our customers during the winter heating season. The costs associated 
with and the gains and losses arising from the use of iinancial instruments to mitigate commodity price risk in 
this segment are included in our purchased gas adjustment mechanisms in accordance with regulatory 
requirements. Therefore, changes in the fair value of these financial instruments are initially recorded as a 
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component of deferred gas costs and recognized in  the consolidated statement of income as a component of 
purchased gas cost when the related costs are recovered through our rates and recognized in revenue in 
accordance with SFAS 71. Accordingly, there is no earnings impact to our natural gas distribution segment as 
a result of the use of financial instruments. 

Our natural gas marketing segment aggregates and purchases gas supply, arranges transportation and/or 
storage logistics and ultimately delivers gas to our customers at competitive prices. We also perform asset 
optimization activities in both our natural gas marketing segment and pipeline, storage and other segment. As 
a result of these activities, our nonregulated operations are exposed to risks associated with changes i n  the 
market price of natural gas. We manage our exposure to the risk of natural gas price changes through a 
combination of physical storage and financial instmments, including futures, over-the-counter and exchange- 
traded options and swap contracts with counterpariies. 

Xn our natural gas marketing and pipeline, storage and other segments, we have designated the natural gas 
inventory held by these operating segments as the hedged item in a fair-value hedge. This inventory is marked 
to market at the end of each month based on the Gas Daily index, with changes in fair value recognized as 
unrealized gains or losses in revenue in the period of change. The financial instruments associated with this 
natural gas inventory have been designated as fair-value hedges and are marked to market each month based 
upon the NYMEX price with changes in fair value recognized as unrealized gains or losses in revenue in the 
period of change. Changes in the spreads between the forward n a h d  gas prices used to value the financial 
instnunents designated against our physical inventory (NYMEX) and the market (spot) prices used to value 
our physical storage (Gas Daily) result in unrealized margins until the underlying physical gas is  withdrawn 
and the related financial instruments are settled. The difierence in the spot price used to value our phgsical 
inventory and the forward price used to value the related financial instruments can result in volatility in our 
reported income as a component of unrealized margins. We have elected to exclude this spotlfonvard 
differential €or purposes of assessing the effectiveness of these fair-value hedges. Once the gas is withdrawn 
and the financial instruments are settled, the previously unrealized margins associated with these net positions 
are realized. Over time, we expect gains and losses on the sale of storage gas inventory to be offset by gains 
and losses on the fair-value hedges, resulting in the realization of the economic gross profit margin we 
anticipated at the time we structured the original transaction. 

We have elected to treat fixed-price forward conh-acts used in our natural gas marketing segment to 
deliver gas as normal purchases and normal sales. As such, these deliveries are recorded on an accrual basis in  
accordance with our revenue recognition policy. Financial insmunents used to mitigate rhe commodity price 
risk associated with these contracts have been designated as cash flow hedges of anticipated purchases and 
sales at indexed prices. Accordingly, unrealized gains and losses on open financial instruments are recorded as 
a component of accumulated other comprehensive income and are recognized in earnings as a component of 
revenue when the hedged volumes are sold. Hedge ineffectiveness, to the extent incurred, is reported as a 
Component of revenue. 

We also use storage swaps and futures to capture additional storage arbitrage opportunities in our natural 
gas marketing segment that arise after the execution of the original fair value hedge associated with our 
physical natural gas inventory, basis swaps to insulate and protect the economic value of our fixed price and 
storage books and various over-the-counter and exchange-traded options. These financial instruments have not 
been designated as hedges in accordance with SFAS 133. 

Financial Itisfruments Associated with hiteresl Rate Risk 

We periodically manage interest rate risk, typically when we issue new or refinance existing long-term 
debt. Cunently, we do not have any h a m i d l  instruments in place to manage interest rate risk. However, in 
prior years, we entered into Treasury lock agreements to fix the Treasury yield component of the interest cost 
associated with anticipated financings. We designated these Tredsuiy lock agreements as a cash flow hedge of 
an anticipated transaction at the time the agreements were executed Accordingly, unrealized gains and losses 
associated with the Treasury lock agreements were recorded as a component of accumulated other comprehen- 
sive income (loss). The realized gain or loss recognized upon settlement of each Treasury lock agreement was 
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initially recorded as a component of accumulated other comprehensive income (loss) and is recognized as a 
component of interest expense over the Me o i  the related financing arrangement. 

Znipairpnent awessmctz~s - We perform impairment assessments of our goodwill, intangible assets subject 
to amortization and long-lived assets. We currently have no indefinite-lived intangible assets. 

We annually evaluate our goodwill balances for impaimlent during our second fiscal quarter or as 
impairment indicators arise. We use a present value technique based on discounted cash flows to estimate tlie 
fair value of our reporting units. We have determined our reporting units to be each of our natural gas 
distribution divisions and wholly-owned subsidiaries and goodwill i s  allocated to the reporting units responsi- 
ble for the acquisition that gave rise to the goodwill. The discounted cash flow calculations used to assess 
goodwill impairment are dependent on several subjective factors hcludiig the timing of future cash fiows, 
future gowth rates and the discount rate. An impairment charge is recognized if the carrying value of a 
reporting unit’s goodwill exceeds its fair value. 

We annually assess whether the cost of our intangible assets subject to amortization or other long-lived 
assets is recoverable or that the remaining useful lives may warrant revision. We perform this assessment more 
frequently when specific events or circumstances have occurred that suggest the recoverability of the cost of 
the intangible and other long-lived assets is at risk 

When such events or circumstances are present, we assess the recovesability cs1 these assets by 
determining whether the carrying value will be recovered through expected future cash flows from the 
operating division or subsidiary to which these assets relate. These cash flow projections consider various 
factors such as the tirning of the future cash flows and the discount rate and are based upon the best 
information available at the time the estimate is made. Changes in these factors could materially afFect the 
cash flow projections and result in the recognition of an impairment charge. An impairment charge is 
recognized as the difference between the carrying amount and the fair value if the sum of the undiscounted 
cash flows is less than the carrying value of the related asset. 

Pension and orher postretirement plans - Pension and other postretirement plan costs and liabilities are 
determined on an actuarial basis and are affected by numerous assumptions and estimates including the market 
value of plan assets, estimates of the expected return on plan assets, assumed discount rates and cuirent 
demographic and actuarial mortality data. Through fiscal %OOX, we reviewed the estimates and assumptions 
underlying our pension and other postretirement plan costs and liabilities annually based upon a June 30 
measurement date. Effective October 1, 2OOX, we changed our measurement date to September 30. The 
assumed discount rate and the expected return are the assumptions that generally have the most significant 
impact on our pension costs and liabilities. The assumed discount rate, the assumed health care cost trend rate 
and assumed rates oi retirement generally have the most signifcant impact on our postretirement plan costs 
and liabilities. 

The discount rate is utilized principally in calculating the actuarial present value of our pension and 
postretirement obligations and net pension and postretirement costs. When establishing our discount rate, we 
consider high quality corpoi-ate bond rates based on Moody’s Aa bond index, changes in those rates from the 
piior year and the implied discount rate that is derived from matching our projected benefit disbursements 
with a high quality corporate bond spot rate curve. 

The expected long-term rate of return on assets is utilized in calculating the expected return on plan 
assets component of our annual pension and postretirement plan costs. We estimate the expected return on 
plan assets by evaluating expected bond returns, equity risk premiums, asset allocations, the effects of active 
plan management, the impact of periodic plan asset rebalancing and historical performance. We also consider 
the guidance from our investment advisors in making a find determination of our expected rate of return on 
assets. To the extent the actual rate of retuin on assets realized over the course of a year is greater than or less 
than the assumed rate, that year’s annual pension or postretirement plan costs are not affected. Rather, this 
gain or loss reduces or increases future pension 01. postretirement plan costs over a period of approximately 
ten to twelve years. 
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We estimate the assumed health care cost trend rate used in determining our postretirement net expense 
based upon our actual health care cost experience, the effects of recently enacted legislation and general 
economic conditions. Our assumed rate of retirement is estimated based upon our annual review of our 
participant census information as of the measurement date. 

Actual changes in the fair market value of plan assets and differences between the actual return on plan 
assets and the expected r e m  on plan assets could have a material effect on the amount of pension costs 
ultimately recognized. A 0.25 percent change in our discount rate would impact our pension and postretire- 
ment costs by approximately $0.9 million. A 0.25 percent change in our expected rate of return would impact 
our pension and postretirement costs by approximately $0.9 million. 

RESULTS OF OPERATIONS 

Overview 

Atmos Energy Corporation is involved in the distribution, marketing and transportation of natural gas. 
Accordingly, our results of operations are impacted by the demand for natural gas, particularly duiing the 
winter beating season, and the volatility of the natural gas markets. This generally results in higher operating 
revenues and net income during the period from October through March of each fiscal year and lower 
operating revenues and either lower net income or net losses during the period from April through September 
of each fiscal year. As a result of the seasonality of the natural gas industry, our second fiscal quarter has 
historically been our most ciitical earnings quarter with an average of approximately 62 percent of our 
consolidated net income having been earned in the second quarter during the three most recently completed 
fiscal years. 

Additionally, the seasonality of our business impacts our working capital differently at various times 
during the year. Typically, OUT accounts receivable, accounts payable and short-term debt balances peak by the 
end of January and then start to decline, as customers begin to pay their winter heating bas. Gas stored 
underground, particuiarly in our natural gas distribution segment, typically peaks in November and declines as 
we utilize storage gas to serve our customers. 

During the current year, prices for several world energy commodities rose to historic levels, most 
significantly seen in unprecedented oil prices. While natural gas prices did not reach historic levels, they were 
impacted by financial speculators and large hedge fund trading, particularly during the summer months. As a 
result, our natural gas distribution segment’s cost of natural gas per Mcf sold increased 12 percent to $9.05 for 
the current fiscal year compared with $8.09 i n  the prior fiscal year. Despite these higher prices, we 
experienced lower price volatility, which reduced our natural gas marketing segment’s opportunity to earn 
arbitrage gains. 

Although gas costs do not directly impact our natural gas distribution gross profit margin, higher natural 
gas prices could cause our nacural gas distribution customers and customers served by OUT other operating 
segments to conserve, ur in the case of industrial customers, switch to less expensive fuel sources. Further, 
higher natural gas prices may adversely impact our accounts receivable collections, resulting in higher bad 
debt expense, and may require us to increase bonowings under our credit facilities resulting in higher interest 
expense. 

We noimally access the commercial paper markets to finance our working capital needs and growth. 
However, recent adverse developments in global financial and credit markets have made it more diWcuit and 
more expensive for the Company to access the short-term capital markets, including the commercial paper 
market, to satisfy our liquidity requirements. Despite these conditions, we believe the amounts available to us 
under our credit facilities coupled with our operating cash flows will provide the necessary liquidity to fund 
our working capital needs for fiscal year 2009. 
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Consolidated Results 

The following table presents our consolidated financial highlights for the fiscal years ended September 30, 
2008,2007 and 2006. 

Operating revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Miscellaneous income . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Interest charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income before income taxes. ...................... 
Income tax expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Earnings per diluted share . . . . . . . . . . . . . . . . . . . . . . . .  

Gross profit. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Operating income. .............................. 

For the Fisc4 Year Ended Scpfember 30 
zoos 2007 2006 
(In thousands, except per share data) 

$7,221,305 $5,898,431 $6,152,363 
1,321,326 1,250,082 1,216,570 

893,431 85 1,446 833,954 
427,895 398,636 382,616 

2,73 1 9,184 881 
137,922 145,236 146,607 
292,704 262,584 236,890 
1 12,373 94,092 89,153 

$ 180,331 $ 168,492 $ 147,737 
$ 2.00 $ 1.92 $ 1.82 

Historically, our regulated operations arising from our natural gas distribution and regulated transmission 
and storage operations contributed 65 to 85 percent of our consolidated net income. Regulated operations 
contributed 74 percent, 64 percent and 54 percent to our consolidated net income for fiscal years 2008, 2007, 
and 2006. Our consolidated net income during the last three fiscal years was earned across our business 
segments as follows: 

Fnr the Fiscal Year Ended September 30 
2008 M07 2006 

(In fhoesands) 

Natural gas distribution se,ment. ....................... $ 92,648 $ 73,283 $ 53,002 
Regulated transmission and storage segment . . . . . . . . . . . . . . .  41,425 34,590 26,547 
Natural gas marketing segment. ........................ 29,989 45,769 58,566 
Pipeline, storage and other segment ..................... 16,269 14,850 9,622 -~ 
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $180,331 $168,492 $147,737 

The following table segregates our consolidated net income and diluted earnings per share between our 
regulated and nonregulated operations: 

For the Fiscal Year Ended Septemher 30 

(In thousands, except per sliare data) 
ZOO7 2006 Bog  -- 

Regulated operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $134,073 $107,873 $ 79,549 
Nonregulated operations.. ............................ 46,258 60,619 68,188 

Consolidated net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $180.331 $168,492 $147,737 

Diluted EPS from regulated operations . . . . . . . . . . . . . . . . . . .  $ 1.49 $ 1.23 $ 0.98 
. . . . . . . . . . . . . . . .  0.51 0.69 0.84 

Consolidated diluted EPS. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2.00 $ 1.92 $ 1.82 

Year-over.year, net income during fiscal 2008 increased seven percent. Net income from our regulated 
operations increased 24 percent during fiscal 2008. The increase primady reflects a net $53.8 million increase 
in gross profit resulting from our ratemaking efforts, coupled with higher per-unit tnnsportation margins and 
an 18 percent increase in consolidated throughput in our Atrnos Pipeline .- Texas Division. These increases 
were partially offset by a four percent increase in operating expenses. Net income in our nomegulated 

Diluted EPS from nonregulated operations - - ~ -  
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operations experienced a 24 percent decline as less volatile natural gas market conditions significantly reduced 
our asset optimization margins. However, higher delivered gas margins in ow natural gas markehg segment 
and unrealized margins partially offset chis decrease. 

The 14 percent year-over-year increase in net income during fiscal 2007 reilects improvements across all 
business segments. Results from ow readat& operations reflect the net favorable impact of various 
ratemaking rulings in our natural gas distribution seamen& including the implementation of WNA in our Mid- 
Tex and Louisiana Divisions coupled with increased throughput and incremental gross profit margins from our 
North Side Loop project and other pipeline compression projects completed i n  fiscal 2006. The decrease in net 
income from our nonregulated operations p ~ W y  reflects tbe impact of a less volatile natural gas market, 
which reduced delivered gas margins despite a 31 percent increase in sales volumes. However, our 
nonregulated operations benefited from higher asset optimization margins, primarily in the pipeline, storage 
and other segment. 

Other key financial and signifkant events for the fiscal year ended September 30,2008 include the 
following: 

For the fiscal year ended September 30, 2008, we generated $370.9 million jn operating cash flow 
compared with $547.1 million for the fiscal year ended September 30,2007, primarily reflecting the 
unfavorable tuning of gas cost collections from our customers and cash payments to collateralize our 
risk management Iiabilities. 

Capital expendihires increased to $472.3 million during the fiscal year ended September 30,2008 from 
$392.4 million in the prior year. The increase primarily reflects an increase in compliance spending and 
main replacements in our Mid-Tex Division, spending in the natural gas distribution segment for our 
new automated meter reading initiative and spending for two nonregulated growth projects. 

We repaid $10.3 million of long-term debt during the fiscal year ended September 30, 2008 compared 
with a net reduction of long-term debt of $56.0 milLion during the prior year. The decreased payments 
during the current year reflect regularly scheduled maturity payments compared with the prior fiscal 
year, which reflect the repayment of $303.2 million of unsecured floating rate senior notes with 
$247.2 million of net proceeds received from the issuance of ten year senior notes. 

short-term borrowings under our existing 5-year credit lacility to fund seasonal natural gas purchases at 
higher prices. 

We maintained our capitalization ratio within our targeted range of 50 to 55 percent despite higher 

See the foIlowing discussion regarding the results of operations for each of ow business operating 
segments. 

Fiscal year ended September 30,2008 compared with fiscal year ended September 30,2007 

Nahrral Gas Distribution Segment 

The primary factors that impact the results of our natural grts distribution operations are our ability to 
earn our authorized rates of return, the cost of natural gas, competitive factors in the energy industry and 
economic conditions in our service areas. 

Our ability to earn our authorized rates is based primarily on our ability to improve the rate design in our 
various ratemaking jurisdictions by reducing or eliminating regulatory lag and, ultimately, separating the 
recovery of our approved margins from customer usage patterns. Improving rate design is a long-term process 
and is fuhe r  complicated by the [act that we operate in multiple rate jurisdictions. The “Ratemaking Activity” 
section of t h i s  Form 10-K describes our current rate strategy and recent ratemaking initiatives in more detail. 

Our natural gas distribution operations are also affected by the cost of natura1 gas. The cost of gas is 
passed through to our customers without markup. Therefore, increases in the cost of gas are offset by a 
corresponding increase in revenues. Accordingly, we believe gross profit is a better indicator of our financial 
perfonnance than revenues. However, gross profit in our Texas and h4ississippi seivice areas include franchise 
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fees and gross receipts taxes, which are calculated as a percentage of revenue (inclusive of gas costs). 
Therefore, the amount of these taxes included in revenues is influenced by the cost of gas and the level of gas 
sales volumes. We record the tax expense as a component of taxes, other than income. Although changes in 
revenue-related taxes arising &om changes ~II gas costs affect gross profit, over time the impact is offset within 
operating income. Timing dierences exist between the recognition of revenue for fi-anchise fees collected 
from our customers and the recognition of expense of fknchise taxes. The effect of these timing differences 
can be significant in periods of volatile gas prices, particularly in our Mid-Tex Division. These timing 
differences may favorably or unfavorably affect net income; however, these amounts should offset over time 
wid no permanent impact on net income. 

Higher gas costs may also adversely impact our accounts receivable collections, resulting in higher bad 
debt expense, and may require us to increase borrowings under our credit facilities resulting in higher interest 
expense. Finally, higher gas costs, as well as competitive factors in the industry and general economic 
conditions may cause customers to conserve or use alternative energy sources. 

Rariew of Financial and Operating Results 

Financial and operational highlights €os our natural gas distribution segment for the fiscal years ended 
September 30, 2008 and 2007 are presented below. 

For the Fiscal Year Ended September 30 
200s 2007 Change 

(In thousands, uoless otherwise noted) 

Gross profit.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,006,066 $952,684 $53,382 
Operating expenses ................................. 744,901 73 1,497 13,404 

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  261,165 221,187 39,978 
Miscellaneous income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,689 8,945 744 
Interest charges. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  117,933 121,626 (3,693) 

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . .  152,921 108,506 44,415 

Netincome ...................................... $ 92,648 $ 73,283 $19,365 

Consolidated natural gas distribution sales volumes - MMcf . . 292,676 297,327 (4,651) 
Consolidated natural gas distribution transportation 

volumes -- Mh4cf . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  136,678 130,542 6,136 

Total consolidated natural gas distribution throughput - 
MMcf . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  429,354 427,869 1,485 

Consolidated natural gas distribution average transpoitation 
revenueperMcf ................................. $ 0.44 $ 0.45 $ (0.01) 

Consolidated natural gas distribution average cost of gas per 
Mcfsold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 9.05 $ 8.09 $ 0.96 

Income tax expense. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  60,273 35,223 25,050 

- 
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The following table shows our operating income by natural gas distribution division €or the fiscal years 
ended September 30,2008 and 2007. The presentation of our natural gas dishibution operahg income is 
included for financial reporting purposes and may not be appropriate for ratemaking purposes. 

For the Fiscal Yair Ended September 30 
200s 24l07 Change 

(In thousands) 
-_- -. - 

Mid-Tex .......................................... $115,009 
KentuckyMid-States ................................. 48,73 1 
Louisiana. ......................................... 39,090 
West Texas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,843 
Mississippi . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19,970 
Colorado-Kansas .................................... 20,615 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,907 

To tal ............................................. $261,165 

$ 68,574 
42,161 
44,193 
21,036 
23,225 
22,392 

(394) 
$221,187 

$46,435 
6,570 

(5,103) 
(7,193) 
(3,255) 
(1,777) 
4,301 

$39,978 

The $53.4 million increase in natural gas distribution goss profit primarily reflects a $40.7 d o n  net 
increase in rates. The net increase in rates primarily was attributable to the Mid-Tex Division which increased 
$29.2 million as a result of its 2006 GRIP filing, the previous and current year Mid-Tex rate cases and the 
absence of a one time GRIP refund that occurred in the prior year. The current year also reflects $14.4 million 
in rate increases in ow Kansas, Kentucky, Louisiana, Tennessee and West Texas service areas. In addition, the 
prior year includes a $7.5 million accrual for estimated unrecoverable gas costs that did not recur in the 
current year. 

Gross profit also increased approximately $8.6 million from revenue-related taxes primarily due to higher 
revenues, on which the tax is calculated, i n  the current year compared to the prior year. T h i s  increase, partially 
offset by a $7.2 million period-over-period increase in the associated franchise and state gross receipts tax 
expense recorded as a component of taxes other than income, resulted in a $1.4 miliion increase in operating 
income, when compared with the prior year. 

Operating expenses, which inclnde operation and maintenance expense, provision for doubtful accounts, 
depreciation and amortization expense and taxes, other than income, increased by a net $1 3.4 W o n .  

The net increase was p r i d y  reflected in our operation and maintenance expense, excluding the 
provision for doubtful accounts, which increased $13.3 million compared with the prior year. The increase 
principaUy reflects higher employee and administrative costs in addition to increased natuial gas odorization 
aod fuel costs attributable to higher commodity prices. The increase in operation and maintenance expense 
also reflects the absence in the current-year period of a nonrecurring $4.3 million deferral of hurricane-related 
operation and maintenance expenses in the prior year. 

The provision €or doubtN accounts decreased $3.2 million to $1 6.6 million for the fiscal year ended 
September 30, 2008, which reflects our continued effective collection efforts, despite a 12 percent rise in our 
average cost of gas per Mcf sold. As a result of these efforts, OUT provision for doubthl accounts as a 
percentage of revenue decreased from 0.61 percent in fiscal 2007 to 0.47 percent in fiscal 2008. 

Operating expenses for the prior year also include a $3.3 d i o n  noncash charge associated with the 

The decrease in operating expenses attributable to the lower provision for doubtful accounts and the 

wiite-off of software costs. 

absence of the prior year charge were offset by the aforementioned increase in franchise and gross receipt 
taxes. 

Misccilaalzcous Income 

The increase in miscellaneous income primarily reflects the recognition of a $1.2 million gain on the sale 
of isrigation assets in our West Texas Division during the fiscal 2008 second quarter. 
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Interest charges 

Interest charges allocated to the natural gas distribution segment decreased $3.7 million due to lower 
average outstanding short-term debt balances in the current year compared with the prior year. 

Regulated Transmission and Storage Segment 

Our regulated transnlission and storage segment consists of the regulated pipeline and storage operations 
of the Atmos Pipeline - Texas Division. The Atrnos Pipeline - Texas Division transports natural gas to our 
Mid-Tex Division and third parties and manages five underground storage reservoirs in Texas. We also provide 
ancillary services customary in the pipeline industry including parking arrangements, lending and sales of 
inventory on hand. 

impacted by seasonal weattier patterns, competitive factors in the energy industry and economic conditions in 
our service arms. Natural gas prices do not directly impact the results of this segment as revenues are derived 
from the transportation of natural gas. However, natural gas prices could influence the level of drilling activity 
in the markets that we serve, which may influence the level of throughput we may be able to transport on our 
pipeline. Further, as the Atrnos Pipeline - Texas Division operations supply all of the natural gas for our Mid- 
Tex Division, the results of this segment are highly dependent upon the natural gas requirements of the Mid- 
Tex Division. Finally, as a regulated pipeline, the operations of the Atmos Pipeline - Texas Division may be 
impacted by the timing of when costs and expenses are incurred and when these costs and expenses are 
recovered through its tariffs. 

Similar to our natural gas distribution segment, our regulated transmission and storage segment is 

Review of Firirutcial and Operatitig Resultx 

Financial. and operational highlights for our regulated transmission and sturage segment for the fiscal 
years ended September 30, 2008 and 2007 are presented below. 

F e e  Fiscal \‘ear Ended September 30 
2008 2007 Change --- ~- - 

Mid-Tex Division transportation ......................... 
Third-party transportation. ............................. 
Storage and park and lend services. ...................... 
Olher . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Gross profit ....................................... 
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Operating income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Miscellaneous income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Interest charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income before income taxes. . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income tax expense .................................. 
Net income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Gross pipeline transportation volumes -- MMcf . . . . . . . . . . . . .  
Consolidated pipefine transportation volumes - MMcf . . . . . . . .  

(in thousands, onless otlierwise noted) 
$ 86,665 $ 77,090 $ 9,575 

85,256 65,158 20,098 
9,746 9,374 372 

11,607 2,643 14,250 

195,917 163,229 32,688 
106,172 83,399 22,773 

89,745 79,830 9,915 

-- - 

1,354 2,105 (751) 
27,049 27,917 (868) 

64,050 54,018 10,032 
19,428 3,197 22,625 

$ 41,425 $ 34,590 $ 6,835 

782,876 699,006 83,870 

595,542 505,493 90,049 

-____ -. 

The $32.7 million increase in gross profit primarily was atfributable to a $13.1 million increase fYom rate 
adjustments resulting from our 2006 and 2007 GRIP filings and an $8.3 million increase &om transportation 
volumes. Consolidated throughput increased 18 percent primarily due to increased transportation in the Barnett 
Shale region of Texas. The improvement in gross profit also reflects increased service fees and per-unit 
ti-ansportation margins due to favorable market conditions which contriiuted $8.0 W o n .  New compression 
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contracts and transportation capacity enhancements also contributed $1.5 million. In addition, sales of excess 
gas increased $1.3 mil l io~ compared to the prior year. 

Operating expenses increased $22.8 million piimarily due to increased pipeline integrity and maintenance 
costs. 

Natural Cms Marketing Segment 

Our natural gas marketing activities are conducted through AEM, which aggregates and purchases gas 
supply, arranges transportation and/or storage logistics and ultimately delivers gas to our customers at 
competitive prices. To facilitate this process, we utilize proprietary and customer-owned transportation and 
storage assets to provide the various services our customers request, including furnishing natural gas supplies 
at fixed and market-based prices, contract negotiation and administration, load forecasting, gas storage 
acquisition and management services, transportation services, peaking sales and balancing services, capacity 
utilization strategies and gas price hedging through the use of Fiancial instruments. As a result, our revenues 
arise fiom the types of commercial transactions we have structured with our customers and include the value 
we extract by optimizing the storage and transportation capacity we own or control as well as revenues for 
services we deliver. 

Oiir asset optimization activities seek to maximize the economic value associated with the storage and 
transportation capacity we own OJ control. We attempt to meet this objective by engaging in natural gas 
storage transactions in which we seek to find and profit from the pricing differences that occur over time. We 
purchase physical natural gas and then sell financial instruments at advantageous prices to lock in a gross 
profit margin. We also seek to participate in transactions in which we combine the natural gas cornmodi~ and 
transportation costs to minimize our costs incurred to serve our customers by identifying the lowest cost 
alternative within the natural gas supplies, transportation and markets to which we have access. Through the 
use of transportation and storage services and financial instruments, we also seek to capture gross profit 
margin through the arbitrage of pricing differences that exist in various locations and by recognizing pricing 
differences that occur over time. 

AEM continually manages its net physical position to attempt to increase the future economic profit that 
was created when the original transaction was executed. Therefore, AEM may subsequently change its 
originally scheduled storage injection and withdrawal plans from one time period to another based on market 
canditions and recognize any associated gains or losses at that time. If AEM elects to accelerate the 
withdrawal of physical gas, it will execute new iinancial instruments to hedge the original financial 
instruments. If AEM elects to defer the withdrawal of gas, it will reset its financial instruments to correspond 
to the revised withdrawal schedule and execute new financial instruments to offset the original financial 
instruments. 

We use financial instruments, designated as fair value hedges, to hedge our natural gas inventory used in 
our natural gas marketing storage activities. These financial instruments are marked to market each month 
based upon the NYMEX price with changes in fair value recognized as unrealized gains and losses in the 
period of change. The hedged natural gas inventory is marked to market at the end of each month based on 
the Gas Daily index with changes in fair value recognized as unrealized gains and losses in the period of 
change. Changes in the spreads between the forward natural gas prices used to value the financial hedges 
designated against ow physical inventory and the market (spor) prices used to value our physical storage result 
in unrealized margins until the underlying physical gas is withdrawn and the related financial instruments are 
settled. Once the gas i s  withdrawn and the financial instruments are settled, the previously unrealized margins 
associated with these net positions are realized. 

AFM also uses financial instruments to capture additional storage arbitrage opportunities that may arise 
after the oiiginal physical inventory hedge and to attempt to insulate and protect the economic value within its 
asset optimization activities. Changes in fair value associated with these financial insmments are recognized 
as a component of unsealized margins until they are settled. 
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Due to the nature of these operations, natural gas prices have a signircant impact on our natural gas 
marketing operations. Within our delivered gas activities, higher natural gas prices may adversely impact our 
accounts receivable collections, resulting in higher bad debt expense, and may require us to increase 
borrowings under our credit facilities resulting in higher interest expense. Higher gas prices, as well as 
competitive factors in the industry and general economic conditions may also cause customers to consme or 
use alternative energy sources. Within our %set optimizarion activities, higher gas prices could also lead to 
increased borrowings under our credit facilities resulting in higher interest expense. 

Volatility in natural gas prices also has a significant impact on our natural gas marketing segment. 
Increased price volatility often has a si,gificant impact on the spreads between the market (spot) prices and 
forward natural gas prices, which creates opportunities to earn higher arbitrage spreads within our asset 
optimization activities. However, increased volatility impacts the amounts of unrealized margins recorded in 
our gross profit and could impact the amount of cash required to collateralize our risk management liabilities. 

Review of Fiturncial and Operating Results 

Financial and operational highlights for our natural gas marketing segment for the fiscal years ended 
September 30,2008 and 2007 are presented below. Oross profit margin consists primarily of margins earned 
from the delivery of gas and related services requested by our customers and margins earned from asset 
optimization activities, which are derived ftom the utilization of our proprietary and managed third party 
storage and transportation assets to capture favorable arbitrage spreads through natural gas trading activities. 

Unrealized margins represent the unrealized gains or losses on our net physical position and the related 
financial instruments used to manage commodity price risk as described above. These margins fluctuate based 
upon chmges in the spreads between the physical and forward natural gas prices. Generally, if the physicd 
financial spread narrows, we will record unrealized gains or lower U N ~ L ~ I ~ X ~  losses. If the physidfinancial 
spread widens, we will record unrealized Iosses or lower unrealized gains. The magnitude of the unrealized gains 
and losses is also dependent upon the levels of our net physical position at the end of the reporting period. 

For the Fiscal Year Ended September 30 
2008 2007 Change 

(In thousands, unless otherwise noted) 

I 

- 

Realiied margins 
Delivered gas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 73,627 $ 57,054 $ 16,573 
Asset optimization ................................ (6,135) 28,827 (34,962) 

67,492 85,881 (18,389) 

Gross profit. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  93,021 104,3 ll  (1 1,290) 
Operating expenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  36,629 29,271 7,358 
Operating income. ................................. 56,392 75,040 (18,648) 

Unrealized margins. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  25529 18,430 7,099 
__I- 

Miscellaneous income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,022 6,434 (4,412) 
Interest charges. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,036 5,767 3,269 
Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . .  49,378 75,707 (26,329) 
Income tax expense ................................. 19,389 29,938 (10,549) 
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 29,989 $ 45,769 $(15,780) 

,- 

Gross natural gas marketing sales volumes -- MMcf . . . . . . . . .  457,952 423,895 34,057 

Consolidated natural gas marketing sales volumes - MMcf. . . .  389,392 370,668 18,724 

Net physical position (Bcf) ............................ 8 .O 12.3 (4.3) 

The $1 1.3 million decrease in our natural gas marketing segment's gross profit primarily reflects a 
$35.0 million decrease in realized asset optimization margins. As a result of less volatile natural gas market 
conditions experienced during the current year, AEM regularly deferred storage withdrawals and reset the 
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associated financial instruments to increase the potential gross profit it could realize fiom its asset optimization 
activities in future periods. As a result, AEM recognized settlement losses without corresponding storage 
withdrawal gains during the current year. Additionally, AEM experienced increased storage fees charged by 
third parties during the current year. In the prior year, AEM was able to recognize arbitrage gains as changes 
in its originally scheduled storage injection and withdrawal plans had a significantly smaller impact than in the 
current year. 

The decrease in realized asset optimization margins was partially offset by a $16.6 million increase in 
realized delivered gas margins. The increase reflects both increased sales volumes and increased per-unit 
margins. Gross sales volumes increased eight percent compared with the prior year. The increase in sales 
volumes reflects the successful execution of our marketing strategies. Our per-unit margin increased 19 percent, 
which reflects increased basis gains on certain contracts coupled with improved marketing efforts. Excluding 
the impact of these basis gains, our per-unit margins increased seven percent in the current year. 

Gross profit margin was also favorahly impacted by a $7.1 million increase in unrealized margins 
attributable to a narrowing of the spreads between current cash prices and forward natural gas prices. The 
change in unrealized margins also reflects the recognition of previously unrealjzed margins as a component of 
realized margins as a r e d t  oi  injecting and withdrawing gas and settling financial instruments as a part of 
AEM's asset optimization activities. 

Operating expenses increased $7.4 million primarily reflecting a $2.4 million increase associated with 
property taxes coupled with a $5.0 million increase in otber administrative costs. 

Ecoiwinic Gross Pr@t 

AEM monitors the impact of its asset optimization efforts by estimating the ,mss profit, before associated 
storage fees, that it captured through the purchase and sale of physical natural gas and the execution of the 
associated financial insmments. This economic gross profit, combined with the effect of the future reversal of 
unrealized gains or losses currently recognized in the income statement i s  referred to as the potential gross 
profit-'" The following table presents AEWs economic gross profit and its potential gross profit at 
September 30,2008,2007 and 2006. 

Associated Net 
Net Physical Economic Gross Unrealized Gain Potential Gross 

Period Ending Position kofit (Loss) Profit 
(am @n miliions) On millions) (In millions) 

September 30,2008. . . I . , . . . ~ . . 8.0 $48.5 $ 36.4 $12.1 
September 30, 2007. . . . . , . . . . . . . 12.3 $40.8 9; 10.8 $30.0 
September 30,2006, . . . . ). I I . . . . . 14.5 $60.0 S(16.0) $76.0 

Potential gross profit represents the increase in AEM's gross profit in future periods if its optimization 
efforts are executed as pianned. This  amount does not include storage and other operating expenses and 
increased income taxes that will be incurred to realize this amount. Therefore, it does not represent an esti- 
mated increase in future net income. There is no assurance that the economic gross profit or he potential 
gross profit will be fully realized in the iirture. We consider this measure a non-GAAP financial measure 
as it is calculated using both forward-looking storage injectiodwithdrawal and hedge setdement estimates 
and historical financial information. This measure is presented because we believe it provides a more com- 
prehensive view to investors of our asset optimization efforts and thus a better understanding of these 
activities than would be presented by GAAP measures alone. 

As of September 30, 2008, hased upon AEM's planned inventory withdrawal schedule and associated 
planned settlement of financial instruments, the economic gross profit was $48.5 million. This mount will be 
reduced by $36.4 miUion of net unrealized gains recorded in the fiancial statements as of September 30, 
2008 that will reverse when the inventoq i s  withdrawn and the accompanying financial instruments are settled. 
Thereiore, the potential gross profit was $12.1 million at September 30, 2008. 
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The economic gross profit is based upon planned storage injection and withdrawal schedules and its 
realization is contingent upon the exemtion of this plan, weather and other execution factors. Since AEM 
actively manages and optimizes its pordolio to attempt to enhance the future profitability of its storage 
position, it may change its scheduled storage injection and withdrawal plans from one time period to another 
based on market conditions. Therefore, we cannot ensure that the economic gross profit or h e  potential gross 
profit calculated as of September 30, 2008 will be fully realized in the future nor can we predict in what tirue 
periods such realization may occur. Further, if we experience operational or other issues which limit our ability 
to optimally manage our stored gas positions, our earnings could be adversely impacted. Assuming AEM fully 
executes its plan in place on September 30, 2008, without encountering operational or o h z  issues, we 
anticipate the majority of the potential gross profit as of September 30, 2008 will be recognized during the 
fust quarter of fiscal 2009 with the remainder recognized over the remaining months in fiscal 2009. 

Pipeline, Storage and Other Segment 

Our pipeline, storage and other segment primarily consists of the operations of Atmos Pipeline and 
Storage, LLC ( A P S ) ,  Atrnos Energy Services, LLC (AES) and Atrnos Power Systems, Inc., which are each 
wholly-owned by AEH. 

used to aggregate gas supply for our re,.ulated natural gas distribution division in Louisiana and for AEM. 
However, it also provides limited third party transportation services. APS also owns or has an interest in  
underground storage fields in  Kentucky and Louisiana. We use these storage facilities to reduce the need to 
contract for additional pipeline capacity to meet customer demand during peak periods. Finally, beginning in 
fiscal 2006, AF'S initiated activities in the natural gas gathering business. As of September 30, 2008, these 
activities were limited in nature. 

APS also engages in limited asset optimization activities whereby it seeks to maximize the economic 

APS owns and operates a 21 mile pipeline located in New Orleans, Louisiana. This pipeline is primarily 

value associated wjth tbe storage and transportation capacity it owns or controls. Most of these arrangements 
are with regulated afmiates of the Company and have been approved by applicable state regulatory 
commissions. Generally, these anangements require A P S  to s h e  with our regulated customers a portion of 
the profits earned from these arrangements. 

distribution operations, other than the Mid-Tex Division. These services included aggregating and purchasing 
gas supply, arranging transportation and storage logistics and ultimately delivering the gas to our natural gas 
distribution service areas at competitive prices. Effective January 1, 2007, our shared services function began 
providing these services to our natural gas distribution operations. AES continues to provide limited services 
to our nahlral gas distribution divisions, and the revenues AES receives are equal to the costs incurred to 
provide those services. 

associated facilities and lease these plants through lease agreements that are accounted for as sales under 
generally accepted accounting principles. 

gas marketing segment, volatility in the natural gas markets. Additionally, this segment's results include an 
unrealized component as APS hedges its risk associated with its asset optimization activities. 

AES, through December 31, 2006, provided natural gas management services to OUT' natural gas 

Through Amos Power Systems, Inc., we have constructed electric peaking power-generating plants and 

Results for this segment are primarily impacted by seasonal weather patterns and, similar to our natural 
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Review of Financial and Operating Results 

Financial and operational highlights for our pipeline, storage and other se,oment for the fiscal years ended 
September 30, 2008 and 2007 are presented below. 

For the fiscal Year Euded 
September 30 

Storage and transportation services ......................... 
Asset optimization ..................................... 
O~ie r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Unrealized margins . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Grossprofit ......................................... 
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Operating income.. ................................... 
Miscellaneous income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Interest charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income before income taxes. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income tax expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

2008 2007 Change 
(In tbousands) 

$13,469 $13,532 $ (63) 
5,178 11,868 (6,690) 
4,961 5,111 (150) 
4,705 2,097 2,608 

28,313 32,608 (4,295) 
8,064 10,373 (2,309) 

20,249 22,235 ( I  ,986) 
8,428 8,173 255 
2,322 6,055 (3,733) 

26,355 24,353 2,002 
10,086 9,503 583 

-- ~ - 

-I__._II_ 

__ ~ -- 

~-~ 

Net income .......................................... $16,269 $14,850 $ 1,419 --- - - . _ _ _ _  

Pipeline, storage and other gross profit decreased $4.3 million primarily due to a $6.7 million decrease in 
asset optimization margins as a result of a less volatile natural gas market. The decrease in asset optimization 
margins was partially ofEset by an increase of $2.6 million in tinrealized margins associated with asset 
optimization activities. 

Operating expenses decreased $2.3 million primarily due to the absence in the current year of a 
$3.0 million noncash charge recorded in the prim year related to the write-off of costs associated with a 
natural gas gathering project 
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Fiscal year ended September 30,2007 compared with Bscal year ended September 30,2006 

Natural Gas Distribution Segment 

Financial and operational highlights for our natural gas distribution segment for the fiscaI years ended 
September 30, 2007 and 2006 are presented below. 

For the Fiscal Year Ended September 30 
2007 2006 Change D -- - 

(In thousands, unless otherwise noted) 

Gross profit. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $952,684 $925,057 $27,627 
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  731,497 -- 723,163 ~ 8,334 

Operating income.. ................................. 221,187 201,894 19,293 

Interest charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  121,626 126,489 (4,863) 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Miscellaneous income 8,945 9,506 (561 1 

Income before income taxes. .......................... 108,506 84,911 23,595 
Income tax expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  35,223 31,909 3,314 

Netincome.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 73,283 $ 53,002 $20,281 

Consolidated natural gas distribution sales volumes - MMcf I I . 297,327 272,033 25,294 
Consolidated nahxal gas distribution transportation 

volurues-Mh!Icf . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  130,542 121,962 8,580 

Total consolidated natural gas distribution 
-_I - 

throughpUt - MMcf. ............................. 427,869 393,995 33,874 

Consolidated natural gas distribution average transportation 
revenueperMcf. .................................. $ 0.45 $ 0.50 $ (0.05) 

Consolidated natural gas distribution average cost of gas per Mcf 
sold. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 8.09 $ 10.02 $ (1.93) 

The following table shows our operating income by natural gas distribution division for the fiscal years 
ended September 30,2007 and 2006. The presentation of our natural gas distribution operating income is 
included for riancial reporting purposes and may nor be appropriate for ratemaking purposes. 

2006 
~I 

2007 
Elating Degree Heating Degree 

Operating Days Percent Operating Days Percent 
Tncome of Normal('' Income of Normal(') 

(In thousands, except degree day information) 
-~ 

Mid-Tex . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 68,574 100% $ 71,703 72% 
KentuckyMd-States ........................ 42,161 97% 49,893 98 % 
Louisiana . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  44,193 105% 27,772 78% 
Wesr Texas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  21,036 99% 2,215 100% 
Mississippi . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23,225 101% 23,276 102% 
ColoI~do-K~sas . . . . . . . . . . . . . . . . . . . . . . . . . . .  22,392 104% 22,524 99% 
Other (394) 4,511 - ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  --- -- 
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $221,187 100% $201,894 87% 

( I )  Adjusted for service areas that have weather-normalized operations. For service areas that have weather 
normalized operations, noimal degree days are used instead o€ actual degree days in computing the total 
number of heating degree days. 

The $27.6 malion increase in natural gas distribution gross profit primarily reflects a nine percent 
increase in throughput and the impact of having WNA coverage for more than 90 percent of ow residentid 
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and commercial customers, partially offset by an accrual for estimated unrecoverable gas costs and lower 
irrigation margins discussed below. The impact of higher throughput and greater WNA coverage increased 
gross profit by $38.6 million. Included i n  this amount was a $10.8 million increase associated with the 
implementation of WNA in our Mid-Tex and Louisiana Divisions beginning with the 2006-2007 winter heating 
season. 

As a result of the Mid-Tex rate case, our gas distribution gross profit increased by $5.4 million compared 
to the prior year. This increase was partially offset by a decrease in Mid-Tex transportation revenue as the rate 
case reduced the transportation rates for certain customer classes. The Mid.Tex rate case also required the 
refund of $2.9 million collected under GRIP, which reduced gross profit in the current year. 

Favorable regulatory activity in the current year increased gross profit by $24.4 million, primarily due to 
an $1 1.8 million increase in GEUP-related recoveries and a $1 0.2 million increase fronn our Rate Stabilization 
Clause (RSC) filings in our Louisiana service areas. These increases were partially oolset by an $ 1  1.6 million 
decrease in gross profit associated with regulatory rulings in our Tennessee, Louisiana and Virginia 
jurisdictions. 

Offsetting these increases in gross profit was a reduction in revenue-related taxes, Due to a sigillficant 
decline in the cost of gas in the currenr-year period compared with the prior-year period, franchise and state 
gross receipts taxes inciuded in gross profit decreased approximately $2.7 million; bowever, franchise and state 
goss receipts tax expense recorded as a component of taxes, other than income decreased $5.4 million, which 
resulted in a $2.7 million increase in  operating income when compared with the prior-year period. 

Natural gas distribution gross profit also reflects a $7.5 million accrual for estimated unrecoverable gas 
costs. The remaining decrease in gross profit primarily is attributable to lower irrigation margins and a 
reduction in pass-through surcharges used to recover various costs as these costs were fully recovered by the 
end of fiscal 2006 and during fiscal 2007. 

Operating expenses, which include operation and maintenance expense, provision for doubtful accounts, 
depreciation and amortization expense, taxes, other than income, and impahment of long-lived assets, 
increased to $731 .S million for the fiscal year ended September 30,2007 from $723.2 rndion for the fiscal 
year ended September 30,2006. 

$22.4 million, primarily due to increased employee and other administrative costs. These increases include the 
personnel and other operating costs associated with the transfer of our gas supply function from our pipeline, 
storage and other segment to our natural gas distribution segment effective January 1, 2007. Partially offsetting 
these increases was the deferral of $4.3 million of operation and maintenance expense in our Louisiana 
Division resulting from the Louisiana Public Service Commission's ruling to allow recovery of all incremental 
Operation and maintenance expense incured in fiscal 2005 and 2006 in connection with our Hurricane Katrina 
recovery efforts. 

Operation and maintenance expense, excluding the provision for doubtful accounts, increased 

The provision €or doubtful accounts decreased $0.8 million to $19.8 million for the fiscal year ended 
September 30, 2007. The decrease primarily was a#ibutable to reduced collection risk as a result of lower 
natural gas piices. In the natui-al gas distribution segment, the average cost of natural gas for the fiscal year 
ended September 30, 2007 was $8.09 per Mcf, compared with $10.02 per Mcf for the year ended 
September 30, 2006. 

Depreciation and amortization expense increased $12.7 million for the fiscal year ended September 30, 
2007 compared with the prior-year period. The increase was primarily amibutable to increases in assets placed 
in service during fiscal 2007. Additionally, the increase was partially amibutable to the absence in the cur-rent- 
year period of a $2.8 million reduction in depreciation expense recorded in the prior-gear period arising Irom 
the Mississippi PubIic Service Commission's decision to allow certain deferred costs in our rate base. 

Operating expenses for the fiscal year ended September 30, 2007 included a $3.3 million noncash charge 
associated with the wiite-off of costs for software that will no longer be used. Fiscal 2006 results included a 
$22.9 million noncash charge to impair the West Texas Division irrigation properties. 
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Interest charges 

Interest charges allocated to the natural gas distribution segment for the fiscal year ended September 30, 
2007 decreased to $121.6 million from $126.5 miUion for the fiscal year ended September 30,2006. The 
decrease primarily was attributable to lower average outstanding short-term debt balances in the current-year 
period compared with the prior-year period. 

Regulated Transmission and Storage Segment 

Financial and operational highlights for our regulated transmission and storage segment for the fiscal 
years ended September 30,2007 and 2006 are presented below. 

For the Tical Year Ended Seukmber 30 

Mid-Tex Division transportation . . . . . . . . . . . . . . . . . . . . . . . .  
Third-party transportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Storage and park and lend services. ..................... 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Grossprofit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Operating income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Miscellaneous income (expense) . . . . . . . . . . . . . . . . . . . . . . . .  
Interest charges .................................... 
Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income tax expense ................................. 
Netincome ....................................... 

Ut07 Ut06 Change 
(h thousands, unless otherwise noted) 

$ 77,090 
65,158 
9,374 

1 1,607 

163,229 
83,399 

79,830 
2,105 

27Q 17 

54,018 
19,428 

$ 34,590 

$ 69,925 
56,813 
8,047 
6,348 

141,133 
77,807 

63,326 
(1.53) 

22,787 

40.386 
13,839 

$ 26,547 

$ 7,165 
8,345 
1,327 
5,259 

22,096 
5,592 

16,504 
2,258 
5,130 

13,632 
5,589 

$ 8,043 

-I- 

I_- 

Gross pipeline transportation volumes -MMd . . . . . . . . . . . .  699,006 581,272 117,734 

Consolidated pipeline transportation volumes - MMcf ....... 505,493 410,505 94,988 

The $22.1 million increase in gross profit primarily is attributable to a 23 percent increase in ttrroughput 
due to colder weather in the current year and incremental volumes from the North Side Loop and other 
compression projects. These activities increased gross profit by $16.2 million, of which, $10.8 million was 
associated with our North Side Loop and other compression projects completed in fiscal 2006. Locreases in 
gross profit also include a $3.1 miUion increase from rate adjustments resulting from our 2005 CRlP filing, a 
$2.1 million increase from the sale of excess gas inventory and a $2.0 million increase h r r i  new or 
renegotiated blending and capacity enhancement contracts. 

Operating expenses increased to $83.4 million for the fiscal year ended September 30,2007 from 
$77.8 million for the fiscal year euded Seplember 30, 2006 due to higher administrative and other operating 
costs primarily associated with the North Side Loop and other compression projects that were completed i n  
fiscal 2006. 

Interest charges 

Interest charges allocated to the pipeline and storage segment for the fiscal year ended September 30, 
2007 increased to $27.9 million from $22.8 rnillion for the fiscal year ended September 30, 2006. The increase 
was attributable to the use of updated allocation factors for fiscal 2007. These factors are reviewed and 
updated on an annual basis. 

52 



Natural Gas Marketing Segment 

Financial and operational highlights for our natural gas marketing segment €or the fiscal years ended 
September 30, 2007 and 2006 are presented below. 

For the Fiscal Year Ended September 30 
2007 2006 Change 

(In thousands, unless otherwise noted) 

Realized margins 
Delivered gas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 57,054 
Asset optimization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  28,827 

85,881 
IJnrealized margins. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,430 

Gross profit. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 04,3 1 1 
Operating expenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29,271 
Operating income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  75,040 
Miscellaneous income. ............................... 6,434 
Interest charges.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,767 

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . .  75,707 
Income tax expense ................................. 29,938 
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 45,769 

Gross natural gas marketing sales volumes - MMcf . . . . . . . . .  423,895 

Consolidated natural gas marketing sales volumes W c f .  . . 370,668 

Net physical position (Bcf) ............................ 12.3 

$ 87,236 
26,225 

113,461 
17,166 

130,627 
28,392 

102,235 
2,598 
8,5 10 

96,323 
37,757 

$ 58,566 

3365 I 6 

283,962 

14.5 

--- 

-- 

$(30,182) 
2,602 

(27,580) 
1,264 

(26,316) 
879 

(27,195) 
3,836 

(2,743) 
(20,616) 
(7,s 19) 

$( 12,797) 

87,379 

86,706 

(2.2) 

The $26.3 million decrease in our natural gas marketing segment's gross profit primarily reflects a 
$30.2 million decrease h delivered gas margins. This decrease reflects the impact of a less volatile market, 
which reduced opportunities to take advantage of pricing differences between hubs, partially offset by a 
31 percent increase in sales volumes attributable to successful execution of our markeling strategies and colder 
weather in the 2007 fiscal year compared with the 2006 fiscal year. 

Asset optimization margins increased $2.6 million compared with the 2006 fiscal year. The increase 
reflects greater cycled storage volumes as a result of accelerating storage withdrawals scheduled in future 
periods to capture greater arbitrage gains during the current-year period, partially offset by an increase in 
storage fees and park and loan fees which reduced the arbitrage spreads available. 

Gross profit margin was also favorably impacted by a $1.3 million increase in unrealized margins 
attributable to a narrowing of the spreads between current cash prices and forward natural gas prices. The 
change in unrealized margins also reflects the recooonition of previously unrealized margins as a component of 
realized margins as a result of injecting and withdrawing gas and settling financial instmments as a part of 
AEM's asset optimization activities. 

Operdting expenses, which include operation and maintenance expense, provision for doubtful accounts, 
depreciation and amortization expense and taxes other than income taxes, increased to $29.3 inillion for the fiscal 
year ended September 30, 2007 from $28.4 miU.ion for the fiscal year ended September 30,2006. The increase in 
operating expense primarily was attributable to an increase in employee and other administrative costs. 

it4iscellarzcous income 

Miscellaneous income increased to $6.4 million for the fiscal year ended September 30, 2007 from 
$2.4 d o n  for the fiscal year ended September 30, 2006. The increase primarily was attributable to increased 
investment income earned on overnight investments during the current-year peiiod combined with increased 
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interest income earned on our margin account associated with increased margin requirements during the 
current year. 

Interest charges 

Interest charges for the fiscal year ended September 30, 2007 decreased to $5.8 million from $8.5 million 
for the fiscal year ended September 30, 2006. The decrease was attributable to lower borrowing requirements 
during the current-year period 

Pipeline, Storuge and Other Segment 

Financial and operational highlights for our pipeline, storage and other segment for the fiscal years ended 
September 30, 2007 and 2006 are presented below. 

For the Fiscal Year Ended 
September 30 

(In thousands) 
2007 2006 Change --- 

Storage and transportation services ......................... 

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Assetoptimization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

UnreaIized margins . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Operating expenses .................................... 
Operating income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
MisceIIaneous income .................................. 
Interest charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income before income taxes. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income tax expense .................................... 
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

$13,532 
I 1,868 
5,111 
2,097 

32,608 
10,373 

22,235 
8,173 
6,055 

24,353 
9,503 

$14,850 

-I___ 

$ 8,683 
4,874 
7,587 
3,350 

24,494 
9,570 

14,924 
6,858 
6,512 

15,270 
5,648 

$ 9,622 

~ - .  

$4,849 
6,994 

(2,476) 
(1,253) 
8,114 

SO3 

7,311 
1,31.5 
(457) 

9,083 
3,855 

$ 5,228 
-~ 

Gross profit increased $8.1 million primarily due to APS’ ability to capme more favorable arbitrage 
spreads from its asset optimization activities, an increase in asset optimization contracts and increased 
transportation margins. 

Operating expenses increased to $10.4 m i l l i ~ ~  for h e  fiscai year ended September 30,2007 from 
$9.6 million for the fiscal year ended September 30, 2006 primarily due to a $3.0 million noncash charge 
associated with the write-off of costs associated with a natural gas gathering project This increase was 
partially offset by a decrease in  employee and other administrative costs associated with the transfer of gas 
supply operations [Torn the pipeline, storage and other segment to our natural gas distribution segment effective 
January 1,2007. 

Misct.1laneous income 

Miscellaneous income increased to $8.2 million €or the ilscal year ended September 30, 2007 fiom 
$6.9 million for the fiscal year ended September 30, 2006. The increase was primarily athibutable to 
$2.1 million received from leasing certain mineral interests coupled with an increase in interest income 
recorded in the pipeline, storage and other segment 

fnteresl charges 

Interest charges allocated to the pipeline, storage and other segment for the fiscal year ended 
September 30, 2007 decreased to $6.1 million fmm $6.5 million for the fiscal year ended September 30, 2006. 
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The decrease was attributable to the use of updated allocation factors for fiscal 2007. These factors are 
reviewed and updated on an m u d  basis. 

LTQULDZTY AND CAPITAL RESOURCES 

Our internally generated funds and borrowings under our credit facilities and commercial paper program 
generally provide the liquidity needed to fund our working capital, capital expenditures and other cash needs. 
Additionally, from time to time, we raise funds from the public debt and equity capital markets to fund our 
liquidity needs. 

We normally access the commercial paper markets to fiance our working Capital needs and growth. 
However, recent adverse developments i n  global fmancial and credit markets, including the recent failure of a 
major investment bank and the bailout of or merger between several large hanciaI institutions, have made it 
more difficult and more expensive for the Company to access the shart-term capital markets, including the 
commercial paper market, to satisfy our liquidity requirements. 

Consequently, as of September 30,2008, we had boiTowed $330.5 million directly under our five-year 
committed credit facility that backstops our commeicial paper program to fund most of our working capital. 
Until recently, our five-year committed credit facility allowed us to borrow up to $600 million. However, one 
lender with a 5.55% share of the commibnents has ceased funding under the facility. This has effectively 
limited the amount that we can borrow to approximately $567 million. The amounts borrowed under the credit 
facility have been primarily used to purchase large volumes of natural gas in preparation for the upcoming 
winter heating season. Although our natural gas marketing operations have not been impacted directly in a 
significant manner yet, continued disruptions in the capital markets could adversely affect the availability of 
the uncommitted demand credit facility on which such operations substantially relies to conduct its business. 
A significant reduction in such availability would mean that the Company would need to provide extra 
liquidity to support the activities of our natural gas marketing business and other norreplated businesses. Our 
ability to provide extra liquidity is limited by the terms of our existing lending arrangements with M H .  

We have historically supplemented our commercial paper program with a short-term $300 mitlion 
committed credit facility that must be renewed annually. There were no borrowings under this facility as of 
September 30, 2008. In Octaber 2008, we replaced this facility upon its termination with a new facility that 
will allow borrowings up to $21 2.5 million and expires in October 2009. Additionally, as mare fully described 
in Note 5, the borrowing costs under the new facility will be significantly higher than under the prior facility. 

We believe the amounts available to us under our existing and new credit facilities coupled with operating 
cash flow will provide the necessary liquidity to iund our working capid needs, capital expenditures and 
other expenditures for fiscal year 2009. 

Cash Flows 

Our internally generated funds may change in the future due to a number of factors, some of which we 
cannot control. These include regulatory changes, the price €or our services, the demand for our services, 
margin requirements resulting from significant changes in commodity prices, operational risks and other 
factors. 

Cash flows from operaling activities 

Year-ovel-year changes i n  our operating cash flows primarily are attributable to changes i n  net income, 
working capital changes, particularly within our natural gas distribution segment resulting from the price of 
natural gas and the timing of customer collections, payments for natural gas purchases and deferred gas cost 
recoveries. 

For the fiscal year ended September 30,2008, we generated operating cash flow of $370.9 million 
compared with $547.1 million in fiscal 2007 and $31 1.4 rnilJion in fiscal 2006. The significant factors 
impacting our operating cash flow for the last three fiscal years are summaiized below. 
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Fiscal Year ended September 30, 2008 

Operating cash flows were $176.2 rniliion lower in fiscal 2008 compared to fiscal 2007. The decrease 
primarily reflects an increase in cash required to collateralize risk management liabilities i n  our natural gas 
marketing segment, which reduced operating cash flow by $95.7 million and the unfavorable timing of gas 
cost collections in our natural gas distribution segment, which reduced operating cash flow by $92.6 million. 

Fiscal Year ended September 30, 2007 

Fiscal 2007 operating cash flows reflect the favorable timing of payments for accounts payable and 
accrued liabilities, which increased operating cash flow by $1 07.6 million. Additionally, improved management 
of OUT deferred gas costs balances increased operating cash flow by $1252 million. Finally, increased net 
income and other favorable working capital changes contributed to the increase in operating cash flow. 
Partially offsetting these increases in operating cash flow was a decrease in customer collections of 
$84.8 million due to the decrease in the price of natural gas during the fiscal year. 

Fiscal Year ended Sepfeniber 30, 2006 

Fiscal 2006 operating cash flows reflect the adverse impact of significantly higher natural gas prices. 
Year-over-year, unfavorable timing of payments for accounts payable and other accrued liabilities reduced 
operating cash flow by $523.0 million. Partially offsetting these outflows were higher customer collections 
($245.1 million) and reduced payments for natural gas inventories ($1 02.1 million). Additionally, favorable 
movements in the market indices used to value our natural gas marketing segment risk mugement assets and 
Liabilities reduced the amount that we were required to deposit in margin accounts and therefore iavorably 
affected operating cash flow by $126.3 million. 

Cash flows from invesring activities 

In recent fiscal years, a substantial portion of our cash resources has been used to fund acquisitions and 
growth projects, our ongoing construction program and improve~nents to information systems. Our ongoing 
construction progmm enables us to provide natural gas distribution services to our existing customer base, 
expand our natural gas distribution services into new xnarkets, enhance the integrity of our pipelines and, more 
recently, expand our intrastate pipeline network. In executing our current rate strategy, we ase directing 
discretionary capital spending to jurisdictions that permit us to earn a timely return on our investment. 
Currently, our Mid-Tex, Louisiana, Mississippi and West Texas natural gas distribution divisions and our 
Atnios Pipeline - Texas Division have rate designs that provide the upportunity to include in their rate base 
approved capital costs on a periodic basis without being required to file a rate case. 

For the fiscal year ended September 30, 2008, we incurred $472.3 million for capital expenditures 
compared with $392.4 million for the fiscal year ended September 30,2007 and $425.3 million for the fiscal 
year ended September 30,2006. The increase in fiscal 2008 primarily reflects an increase in compliance 
spending and inah replacements in our Mid-Tex Division, spending in the natural gas dismbution segment for 
our new automated meter reading initiative and spending for two nonsegulated growth projects. The decrease 
in capital expenditures in Eiscal 2007 primarily reflects the absence of capital expenditures associated with our 
North Side Loop and other pipeline compression projects, which were completed during the fiscal 2006 third 
quarter. 

Cash flows frorn financing activities 

For the Gsml yeas ended Septernher 30,2008 and 2006, our financing activities provided $98.1 miIlion and 
$1 55.3 million in cash compared with cash of $1 59.3 million used for the fiscal year ended September 30,2007. 
Our significant financing activities for h e  fiscaI years ended September 30,2008, 2007 and 2006 are summarized 
as follows: 

During the fiscal years ended September 30,2008 and 2006, we increased our borrowings under our 
short-term facilities by $200.2 million and $237.6 million whereas during the fiscal year ended 
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September 30, 2007 we repaid a net $213.2 million under our short-term facilities. Net borrowings 
under our short-term facilities during fiscal 2008 and 2006 reflect the impact of seasonal natural gas 
purchases and the effect of' higher natural gas prices. - We repaid $10.3 million of long-term debt during the fiscal year ended September 30, 2008, compared 
with $303.2 million during the fiscal year ended September 30, 2007 and $3.3 million during the fiscal 
year ended September 30, 2006. The increased payments during fiscal 2007 reflect the repayment of 
our $300 million unsecured floating rate senior notes discussed helow. 

In June 2007, we issued $250 million of 6.35% Senior Notes due 2017. The effective interest rate of 
this offering, inclusive of all debt issue costs, was 6.45 percent. After giving effect to the settlement of 
our $1 00 million Treasury lock agreement in June 2007, the effective rate on these senior notes was 
reduced to 6.26 percent. We used the net proceeds of $247 million, together with $53 mi.U.ion of 
available cash, to repay our $300 d o n  unsecured floating rate senior notes, which were redeemed on 
July 15,2007. 

undeiwriters' exercise of their overallotment option of 0.8 million shares, generating net proceeds of 
approximately $192 million. The net proceeds from this issuance were used to reduce our short-term 
debt- 

* During the fiscal year ended September 30,2008, we paid $1 17.3 million in cash dividends compared 
with dividend payments of $1 11.7 million and $102.3 million for the fiscal years ended September 30, 
2007 and 2006. The increase in dividends paid over the prior-year reflects the increase in our dividend 
rate from $1.28 per share during fiscal 2007 to $1.30 per share during fiscal 2008, combined with a 
1.5 million increase in shares outstanding due to new share issuances under our various equity plans. 

Zhuing the fiscal year ended September 30, 2008 we issued 1 .O million shares of common stock which 
generated net pmceeds of $25.5 million. In addition, we granted 0.5 d i o n  shares of common stock 
under our 1998 Long-Term Incentive Plan to directors, officers and other participants in the plan. 

The following table shows the number of shares issued for the fiscal years ended September 30, 2008, 

9 In December 2006, we sold 6.3 million shares of common stock in an offering, including the 

2007 and 2006: 
For the Fiscal Year Ended September 30 

2007 2oOG 

Shares issued 
Direct stock purchase plan. ........................ 388,485 
Retirement savings plan. .......................... 558,014 
I998 Long-term incentive plan. ..................... 538,450 
Long-term stock plan for Mid-States Division. . . . . . . . . . .  
Outside directors stock-for-fee plan . . . . . . . . . . . . . . . . . .  3,197 

December 2006 equity offering __---- 

- 

- ..................... 
Total shares issued . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,488,146 

325,338 387,833 
422,646 442,635 
511,584 366,905 

- 300 
2,453 2,442 

6,325,000 - 
7,587,021 1,200,115 
-- 

Credit Facilities 

As of September 30, 2008, we had three committed credit facilities totaling $91 8 million. These facilities 
included (1) a five-year $600 million unsecured facility expiring December 201 I ,  (2) a $300 million unsecured 
364-day facility expiring October 2008, and (3) an $1 8 million unsecured facility expiring March 2009. 
However, one lender with a 5.55% share of the commitments under our $600 million and $300 million 
facilities has ceased funding under these facilities. Further, in October 2008, we replaced our $300 million 
facility at its termination with a new $212.5 million unsecured 364-day facility. After giving effect to these 
changes, the amount available to us under our committed credit facilities was $797.2 million. As of 
September 30, 2008, we had no outstanding letten of credit under these facilities. 
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AEM has a11 uncommitted credit facility that can provide up to $580 million. As of September 30, 2008, 
the amount available to us under this credit facility, net of outstanding letters of credit, was $232.1 million. 
Borrowings under our uncommitted credit facilities are made on a when-and-as-needed basis at the discretion 
of the banks. Our credit capacity and the amount of unused borrowing capacity are affected by the seasonal 
nature of the natural gas business and our short-term borrowing requirements, which are typically highest 
during colder winter months. 

Our working capitd needs can vary signifkantly due to changes in the price of natural gas charged by 
suppliers and the increased gas supplies required to meet customers’ needs during periods of cold weather. 
However, we believe these credit facilities, combined with our operating cash flows will be sufficierit to fund 
our wor6ring capital needs, our fiscal 2009 capita1 expenditure propam and our common stock dividends. 
These facilities are described in further detail in Note 5 to the consolidated financial statements. 

Shelf Registration 

On December 4,2006, we filed a registration statement with the Securities and Exchange Commission 
(SEC) to issue, born time to time, up to $900 million in new common stock and/or debt securities available 
for issuance. As of September 30, 2008, we had approximately $450 million available for issuance under the 
regstration statement. h e  to certain restrictions imposed by one state regulatory commission on our ability to 
issue securities under the registration statement, we are permitted to issue a total of approximately $200 million 
of equity securities and $250 million of senior debt securities. In addition, due to restrictions imposed by 
another state reaplatory conrmission, if the credit ratings on our senior unsecured debt were to fall below 
investment grade from either Standard & Poor’s Corporation (BBB-), Moody’s Investors Services, Inc. (Bad) 
or Fitch Ratings, Ltd. (EBB-), our ability to issue any type of debt securities under the registration statement 
would be suspended until an investment grade rating from all three credit rating agencies was achieved. 

Credit Rztings 

the cost of such financing. In determining our credit ratings, the rating agencies consider a number of 
quantitative factors, including debt to total capitalization, operating cash flow relative to outstanding debt, 
operating cash flow coverage of interest and pension liabilities and funding status. In addition, the rating 
agencies consider qualitative factors such as consistency of our earnings over time, the quality of our 
management and business strategy, the risks associated with our regulated and nonregulated businesses and the 
regulatory structures that govern our rates in  the states where we operate. 

Our debt i s  rated by three rating agencies: Standard & Poor’s Corporation (S&P), Moody’s Investors 
Services, Inc. (Moody’s) and Fitch Ratings, Ltd. (Fitch). Our cuxent debt ratings are all considered investment 
grade and are as follows: 

Our credit ratings directly affect our ability to obtain short-tern and long-term financing, in addition to 

S&P Moody’s Fit& --- 
Unsecured senior long-term debt .............................. BBB Baa3 BBB+ 
Commercial paper.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  A-2 P-3 F-2 

Currently, with respect to our unsecured senior long-tern debt, S&P maintains its positive outlook and 
Fitch maintains its stable outlook. Moody’s recently reafkmed its stable outlook. None of OUT ratings are 
currently under review. However, a significant reduction in our liquidity caused by more limited access to the 
private and public credit markets as a result of the recent adverse global financial and credit conditions could 
trigger a negative change in our ratings outlook or even a reduction in our credit ratings by the three credit 
rating agencies. This would mean even more limited access to the private and public credit markets and an 
increase jn the costs of such bonowings. 

A credit rating is not a reconmendation to buy, sell or hold securities. The highest investment grade 
credit iaung for S&P is AAA, Moody’s is Aaa and Fitch is AAA. The lowest investment grade credit rating 
for S&P is BBB-, Moody’s is Baa3 and Fitch is BBB-, Our credit ratings may be revised ox withdrawn at any 
time by the rating agencies, and each rating should be evaluated independent of any other rating. There can be 
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no assurance that a rating will remain in effect for any given period of time or that a rating will not be 
lowered, or withdrawn entirely, by a rating agency if, in its ,judgment, circimstances so warrant 

Debt Covenants 

We were in compliance with all of om debt covenants as of September 30,2008. Our debt covenants are 
described in Note 5 to the consolidated frnancial statements. 

Capitalization 

The following table presents our capitalization as of September 30, 2008 and 2007: 
September 30 

2008 
(Kn thousands, except percentages) 

2007 - 

Short-termdebt . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 350,542 7.7% $ 150,599 3.5% 
Long-term debt.. ............................ 2,120,577 46.9% 2,130,146 50.2% 
Shareholders’ equity. . . . . . . . . . . . . . . . . . . . . . . . . .  2,052,492 45.4% 1,965,754 -=% 

Total capitalization, including short-term debt ....... $4,523,611 100.0% $4,246,499 m% 
- 

- 
Total debt as a percentage of total capitalization, including short-term debt, was 54.6 percent and 

53.7 percent at September 30, 2008 and 2007. The increase in  the debt to capitalization ratio primarily reflects 
an increase in natural gas prices as of September 30, 2008 compared to the prior year. Our ratio of total debt 
to capitalization is typically greater during the winter heating season as we make additional short-term 
borrowings to fund natural gas purchases and meet our working capital requirements. We intend to maintain 
our Capitalization ratio in a target range of 50 to 55 percent through cash flow generated from operations, 
continued issuance of new common stock under our Direct Stock Purchase Plan and Retirement Savings Plan 
and access to the equity capitid markets. 
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Contractual Obligations and Commercial Commitments 

The following table provides information about contractual obligations and commercial commitments at 
September 30, 2008. 

Payments Due by Period 

Total 1 Year 1-3 Years 3-5 Years 5 Years 
(In thousands) 

Less Than More Tbao 

Contradual Obligations 
Long-term debt'" . . . . . . . . . . . . . . . . .  
Short-term debt'" . . . . . . . . . . . . . . . . .  
Interest charges(2) . . . I . . . . I , . . 
Gas purchase cornrnilment~'~'. . . . . . . . .  
Cdpital lease obligations(') . . . . . . . . . . .  
Operating leased4). ................ 
Dentand fees for contracted  tora age'^). . .  

$2,123,612 $ 785 $ 760,262 $252,565 $1,110,000 
350,542 350542 __I - I 

939,048 11 8,858 196,040 143,226 480,924 
550,029 41 8,949 109,454 18,648 2,978 

1,752 186 372 372 822 
180,317 18,374 33,925 30,924 97,094 
33,411 11,511 14,315 6,698 887 

Demand fees for contracted 

Financial instrument obiigati~ns'~) . . - . . 64,283 58,914 5,369 
Postretirement benefit plan 

Uncertain tax positions (including 

transportation@) ................. 1 04,202 35,522 40,864 14,763 13,053 
- _I 

contributions('). . . . . . . . . . . . . . . . . .  163,089 12,703 22,083 28,111 100,192 

interest)") 6,731 -_ 6,73 1 - - ..................... 
Total contractual obligations. . . . . . . .  $4,517,016 $1,026,344 $1,189,415 $495,307 $1,805,950 

See Note 5 to the consolidated financial statements. 

(2) Interest charges were calculated using the stated rate for each debt issuance. 

(') Gas purchase commitments were determined based upon contractually determined volumes at prices esti- 
mated based upon the index specified in the contract, adjusted for estimated basis dserentials and contnc- 
tual discounts as of September 30, 2008. 

(4) See Note 13 to the consolidated financial statements. 

( 5 )  Represents third party contractual demand fees for contracted storage in ow natural gas marketing and 
pipeline, storage and other segments. Contractual demand fees for contracted storage for our natural gas 
distribution segment are excluded as these costs are iulIy recoverable through our purchase gas adjustment 
mechanisms. 

(6) Represents third party contractual demand fees for transportation in our natural gas marketing seapent. 

(7) Represents liabilities for natural gas commodity hancial instnumerits that were valued as of September 30, 
2008. The ultimate settlement amounts of these remaining liabilities are unknown because they are subject 
to continuing market risk until the financial instmments are settled. 

(*) Represents expected contributions to our postretirement benefit plans. 

Represents Liabilities associated with uncertain tax positions claimed or expected to be claimed on tax 
returns. 

AEM has commitments to purchase physical quantities of natural gas under contracts indexed to the 
forward NYMEX strip or fixed price contracts. At September 30,2008, AEM was committed to purchase 
55.8 Bcf within one year, 35.6 Bcf within one to three years and 0.5 Bcf after three years under indexed 
contracts. AEM was commitled to purchase 15 Bcf within one year and less than 0.1 Bcf within one to three 
years under fixed price contracts with prices ranging from $3.58 to $13.20 per Mcf. 
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With the exception of our Ivfid-Tex Division, our natural gas distribution segment maintains supply 
contracts with several vendors that generally cover a period of up to one year. Commitments for estimated 
base gas volumes are established under these contracts on a monthly basis at contractually negotiated prices. 
Commihnents for incremental daily purchases are made as necessary during the month in accordance with the 
terms of the individual contract. Our Mid-Tex Division maintains long-term suppIy contracts to ensure a 
reliable source of gas for our customers in its service area which obligate it to purchase specified volumes at 
market prices. The estimated commitments under these contract terms as of September 30, 2008 are reflected 
in the table above. 

Wsk Management Activities 

We conduct risk management activities through our natural gas distribution, natural gas marketing and 
pipeline, storage and other segments. Jn our natural gas distiibution segment, we use a combination of physical 
storage, fixed physical coiitracts and fixed financial contracts to reduce our exposure to unusually large winter- 
period gas price increases. In our natural gas marketing and pipeline, storage and other segments, we manage 
our exposure to the risk of natural gas price changes and lock in our gross profit margin though a combination 
of storage and financial instruments, including futures, over-the-counter and exchange-traded options and swap 
contracts with counterparties. To the extent our inventory cost and actual sales and actual purchases do not 
correlate with the changes in the market indices we use in our hedges, we could experience ineffectiveness or 
the hedges may no longer meet the accounting requirements for hedge accounting, resulting in the fmancial 
instruments being treated as mark to market instruments through earnings. 

We record our financial instruments as a component of risk management assets and liabilities, which are 
classified as current or noncurrent based upon the anticipated settlement date of the underlying financial 
instrument. Substantially all of our financial instruments are valued using external market quotes and indices. 

The following table shows the components of the change in fair value of our nahiral gas distribution 

Fair value of contracts at September 30, 2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(21,053) 
Contracts realizedlsettled . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (27,580) 
Fair value of new contracts ............................................. (28,308) 
Other changes in value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,264 

Fair value of contracts at September 30,2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(63,677) 

The fair value of our natural gas distribution segment’s financial instruments at September 30,2008, is 

segment’s financial instruments for the fiscal year ended September 30, 200s (in thousands): 

presented below by time period and fair value source: 
Fair Value of Contracis at September 30,2008 

Maturih in Yean; 

Source of Fair Value 
Less Greater Total Fair 

Than 1 1-3 4-5 Than5 Value 
@n thousands) 

- _ _ _ - - _ _ _  

Prices actively quoted .................... $(5S,566) $(5,111) $- $- R63.677) 
Prices based on models and other vatuation 

Total Fair Value. . . . . . . . . . . . . . . . . . . . . . . . .  $(58,566) $(5,111) $- $-- $(63,677) 

-- - -  I _I .. . . . . . . . . . . . . . . . . . . . . . . . . . . .  ~~- - methods 

- - - -  - 
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The iollowing table shows the components of the change in fair value of our natural gas marketing 
segment’s financial instruments for the fiscal year ended September 30, 2008 (in thousands): 

Fair value of contracts at September 30,2007 ................................. $26,808 
Contracts rduedlsettled . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20,363 
Fair value of new contracts 
Other changes in value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (30,629) 

Fair value of contracts at September 30,2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16,542 
Netting of cash collateral . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  56,616 

Cash collateral and fair value of contracts at September 30,2008. . . . . . . . . . . . . . . . . . .  $73,158 

The fair value of our natural gas marketing segment’s financial instruments at September 30, 2008, is 

-_ . . ........................................... 

presented below by time period and fair value source. 
Fair Value of Contracts at September 30,2008 

Source of Fair Value 

Prices actively quoted. ............ . . . . . . . .  

Maturity in Years 
LCSS Greater Toial Fair 

Than 1 1-3 4-5 Than5 Value 
(In thousands) 

$12,356 $5,566 $- $- $17,922 

- - - . _ _ _ -  

Prices based on models and other valuation 

TotalFairValue.. ........................ $11,327 $5,215 $- $- $16,542 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,360) - - -- methods. (1,029) (351) -- 

- - ~ - -  - - -  

Pension and Postretirement Benefits Obligations 

Net PerioBic Pension and Postretirement Benefii Costs 

For the fiscal year ended September 30, 2008, our total net periodic pension and other benefits costs was 
$47.9 million, compared with $48.6 million and $50.0 million for the fiscal years ended September 30,2007 
and 2006. These costs relating to our natural gas distribution operations are recoverable through our gas 
distribution rates; however, a portion of these costs is capitalized into our gas distribution rate base. The 
remaining costs are recorded as a component of operation and maintenance expense. 

Our total net periodic pension and other benefit costs remained relatively unchanged during the current- 
year period when compared with the prior-year period as the assumptions we made during our annual pension 
plan valuation completed June 30,2007 were consistent with the prior year. The discount rate used to compute 
the present value of a plan’s liabilities generally is based on rates of high-grade corporate bonds with 
maturities similar to the average period over which the benefits will be paid. At our June 30, 2007 
measurement date, the interest rates were consistent with rates at our prior-year measurement date, which 
resulted in no change to our 6.30 percent discount rate used to determine our fiscal 2008 net periodic and 
post-retirement cost. In addition, our expected return on our pension plan assets I ernabed constant at 
8.25 percent. 

The decrease in total net periodic pension and other benefits costs during fiscal 2007 compared with 
fiscal 2006 primarily reflects changes in assumptions we made during our annual pension plan valuation 
completed June 30, 2006. The discount rate used to compute the present value of a plan’s liabilities generally 
is based on rates of high-grade corporate bonds with rnatuiities similar to the average period over which the 
benefits wiLl be paid In the period leading up to OUT June 30, 2006 measurement date, these interest rates 
were increasing, which resulted in a 130 basis point increase in our discount rate used to determine our fiscal 
2007 net periodic and post-retirement cost to 630 percent. This increase had the effect of deneasing the 
present value of our plan liabilities and associated expenses. This iavorable impact was partially oEset by the 
unfavorable impact of reducing the expected return on our pension plan assets hy 25 basis points to 
8.25 percent, which has the effect of increasing our pension and postretirement benefit costs. 

62 



Pension and Postretirement Plan Funding 

Generally, our funding policy is to contribute annually an amount that will at least equal the minimum 
amount required to compIy with the Employee Retirement Income Security Act of 1974. However, additional 
voluntary contributions are made from time to time as considered necessary. Contributions are intended to 
provide not only for benefits attributed to service to date but also €or those expected to be earned in the future. 

During fiscal 2008 and fiscal 2006, we voluntarily contributed $2.3 million and $2.9 million to the Atmos 
Energy Corporation Retirement Plan for Mississippi Valley Gas Union Employees. These contributions 
achieved a desired level of funding for this plan for plan years 2007 and 2005. During fiscal 2007, we did not 
contribute to our pension plans. 

We contributed $9.6 million, $1 1.8 million and $10.9 million to our postretirement benefits plans for the 
fiscal years ended September 30,2008,2007 and 2006. The contributions represent the portion of the 
postretirement costs we are responsible for under the terms of our plan and minimum funding required by 
state regulatory commissions. 

Outlook for FiscaZ 2009 

Effective October 1, 2008, the Company adopted the requirement under SFAS 158, Employers' Accourzt- 
in8 for Refined Benefit Penrion and Other Postretirement Plans, an amendncnl qf FASB Slatemerits No. 87, 
861, 106, and 132(R), that the measurement date used to determine our projected benefit and postretirement 
obligations and net periodic pension and postretirement costs must coi-respond to a fiscal year end. In 
accordance with the transition rules, the fiscal 2009 expense will be based upon market conditions as of 
September 30, 2008. 

As of September 30, 2008, interest and corporate bond rates utilized to determine our discount rates, 
which will impact our fiscal 2009 net periodic pension and postretirement costs, were significantly higher than 
the interest and corporate bond rates as of June 30, 2007, the measurement date for our fiscal 2008 net 
periodic cost. Accordingly, we increased our discount rate used to determine our fiscal 2009 pension and 
benefit costs to 7.57%. We maintained the expected return on our pension plan assets at 8.25 percent, despite 
the recent decline in the financial mxkets as we believe this rate reflects the average rate of expected earnings 
on plan assets that will fund our projected benefit obligation. Although the fair value of our plan assets has 
declined as the financial markets have declined, the impact of this decline is mitigated by the fact that assets 
are smoothed for purposes of determining net periodic pension cost. Accordingly, asset gains and losses are 
recognized over time as a component of net periodic pension and benefit costs for our Pension Account Plan, 
our largest funded pian. Accordingly, we expect our fiscal 2009 pension and postretirement medical costs to 
be materially the same as in fiscal 2008. 

Despite the recent decline in the fair value of the plans' assets, we were not required to make a minimum 
funding contribution to our pension plans during fiscal 2008. However, based upon market conditions 
subsequent to September 30, 2008, the current funded position of the plans and the new funding requirements 
under the Pension Protection Act (PPA), we believe it is reasonably possible that we will be required to 
contribute to the plans in fiscal 2009. Further, we will consider whether an additional voluntary contribution is 
prudent to maintain certain PPA funding thresholds. However, we cannot anticipate with certainty whether 
such contributions will be made and the amount or such contributions. With respect to our postretirement 
medical plans, we anticipnte contributing approximately $3.8 million during fiscal 2009. 

The projected pension liability. future funding requiremen& and the amount of pension expense or income 
recognized for the Plan are subject to change, depending upon the actuarial value of plan assets and the 
determination of future benefit obligations as of each subsequent actuarial calculation date. These amounts are 
impacted by actual investment retums, changes in interest rates and changes in the demographic composition 
of the participants in  the plan. 
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RECENT ACCOUNTING DEVELOPMENTS 

Recent accounting developments and their impact on ow financial position, results of operations and cash 
flows are described in Note 2 to the consolidated financial statements. 

ITEM 7A. Quantitative and Qwlirative Dkcbsures About Market Risk. 

We are exposed to risks associated with commodity prices and interest rates. Commodity price risk is the 
potential loss that we may incur as a result of changes in the fair value of a particular instrument or 
commodity. Tnterest-rate risk results from our portfolio of debt and equity instruments that we issue to provide 
financing and liquidity for our business activities. 

marketing segments. In our natural gas distribution segment, we use a combiuation of physical storage, tixed 
physical contracts and fixed financial contracts to protect us and our customers against unusually large winter 
period gas price increases. In our natural gas marketing segment, we manage our exposure to the risk of 
natural gas price changes and lock in our gross profit margin through a combination of storage and financial 
instruments including futures, over-the-counter and exchange. traded options and swap contsacts with counter- 
parties. Our risk management activities and related accounting treatment are described in further detail in 
Note 4 to the consoiidated financial statements. Additionally, our earnings are afkcted by changes in short- 
term interest rates as a result of our issuance of shoa-term comnercial paper and our other short-term 
borrowings. 

We conduct i-isk management activities through both our natural gas distribution and natural gas 

Commodity Price Risk 

Natural gas distdution segtrzent 

We purchase natural gas for our natural gas distribution operations. Substantially all of the costs of gas 
purchased for natural gas distribution operations are recovered &om our customers through purchased gas 
adjustment mechanisms. Therefore, our natural gas distribution operations have limited commodity price iisk 
exposure. 

Natural gas marketing and pipeline, storage and other segments 

Our natural gas rnarketing segment is also exposed to risks associated with changes in the market price of 
natural gas. For our natural gas marketing se,ment, we use a sensitivity analysis to estimate commodity price 
risk. For purposes of this analysis, we estimate commodity price risk by applying a $0.50 change in the 
forward NYMEX price to our net open position (including existing storage and related financial contracts) at 
the end of each period. Based on AJZH's net open position (including existing storage and related financial 
contracts) at September 30, 2008 of 0.5 Bcf, a $0.50 change in the forward NYMEX piice would have had a 
$0.3 nI.iUion impact on our consolidated net income. 

Changes in the dilTerence between the indices used to mark to market our physical inventory (Gas Daily) 
and the related fair-value hedge (NYMEX) can result in volatility in our reprxted net income; but, over t h e ,  
gains and losses on the sale ol: storage gas inventory will be oflset by gains and losses on the fair-value 
hedges. Based upon our net physical position at September 30,2008 and assuming our hedges would sti l l  
qualify as highly effective, a $0.50 change in the difference between the Gas Daily and NYMEX indices 
would impact our reported net income by approximately $2.8 million. 

Additionally, these changes could cause us to recognize a risk management liability, which would require 
us to place cash into an escrow account to collateralize this liability position. This, in tun), would reduce the 
amount of cash we would have on hand to f u n d  our working capital needs. 

Merest Rate Risk 

Our earnings are exposed to changes in short-term interest rates associated with our short-term commer- 
cial paper program and other short-term boi-rowings. We use a sensitivity analysis to estimate our short-term 

I 

64 



interest rate risk. For purposes of this analysis, we estimate our short- term interest rate risk as the difference 
between our actual interest expense for the period and estimated interest expense for the period assuming a 
hypothetical average one percent increase in the interest rates associated with our short-term borrowings. Had 
interest rates associated with our short-term borrowings increased by an average of one percent, our interest 
expense would have increased by approximately $2.1 million during 2008. 

term obligations as the potential increase in fair value resulting from a hypothetical one percent decrease in 
interest rates associated with these debt instruments. Fair value is estimated using a discounted cash flow 
analysis. Assuming this one percent hypothetical decrease, the fair value of our long-term obligations would 
have increased by approximately $144.2 million. 

of material earnings or cash flow loss due to changes in interest rates or market commodity prices. 

We also assess market risk for our fixed rate long-term obligations. We estimate market risk €or our long- 

As of September 30, 2008, we were not engaged in other activities that would cause exposure to the risk 
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ITEM: 8. Financial Statements and Supplementary Data. 

Index to financial statements and financial statement schedule: 

Report of iudependent registered public accounting firm on consolic-te 
Financial statements and supplementary data: 

financial statements . . . . . . . . .  

Consolidated balance sheets at September 30,2008 and 2007. .............................. 

Consolidated statements of shareholders’ equity for the years ended September 30,2008, 2007 and 
2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Consolidated statements of cash flows for the years ended September 30,2008, 2007 and 2006 . . . . .  
Notes to consolidated financial statements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Consolidated statements of income for the years ended September 30,2008,2007 and 2006. . . . . . . .  

Selected Quarterly Financial Data (Unaudited). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Financial statement schedule for the years ended September 30,2008,2007 and 2006 

Schedule 11. Valuation and Qualifying Accounts. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Page - 
67 
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70 
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72 
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I. 29 

AD other financial statement schedules are omitted because the required information is not present, or not 
present in amounts sufficient to require submission of the schedule, or because the information required is 
included in the financial statements and accompanying notes thereto. 
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IREPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON 
CONSOLIDATED FINANCIAL STATEMENTS 

The Board of Directors and Shareholders of 
Atmos Energy Corporation 

We have audited the accompanying consolidated balance sheets of Atmos Energy Corporation as of 
September 30, 2008 and 2007, and the related consolidated statements of income, shareholders' equity, and 
cash flows €01- each o€ the three years in the period ended September 30, 2008. Our audits also included the 
financial statement schedule listed in the Index at Ttem 8. These financial statements and schedule are the 
responsibility of the Company's management. Our responsibility is to express an opinion on these financial 
statements and schedule based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board ('IJnited States). Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the hancial statements. An 
audit also includes assessing the accounting principles used and si,dicant estimates made by management, as 
weLl as evaluating the overall financial statement piesentation. We believe that our andits provide a reasonable 
basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in a l l  inaterial respects, the 
consolidated financial position of Atmos Energy Corporation at September 30, 2008 and 2007, and the 
consolidated results of its operations and its cash fiows €or each of the three years in the period ended 
September 30,2008, in conformity with U.S. generally accepted accounting principles. Also, i n  our opinion, 
the related financial statement schedule, when considered in relation to the financial statements taken as a 
whole, presents fairly, in all material respects, the financial information set forth therein. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), the effectiveness of Atmos Energy Corporation's internal con~rol over financial 
reporting as of September 30, 2008, based on criteria established in Internal Control - Tnte,gated Framework 
issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated 
November Z 8, 2008 expressed an unqualified opinion thereon. 

Dallas, Texas 
November 18,2008 
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ATMOS ENERGY CORPORATION 

CONSOLIllATED BALANCE SHEETS 

September 30 
2007 

_I- 

2008 
(InXousands, 

except share data) 
ASSETS 

Property, plant and equipment. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $5,650,096 $5,326,621 
Construction in progress. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  80,060 69,449 

5,730,156 5,396,070 
Less accumulated depreciation and amortization .......................... 1,593,297 1,559,234 

Net propaty, plant and equipment. .................................. 4,136,859 3,836,836 
Current assets 

Cash and cash equivalents. ........................................ 46,7 17 60,725 
Accounts receivable, less allowance for doubtful accounts of 

$15,301 in 2008 and $16,160 in 2007 .............................. 477,151 380,133 

Other current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  184,6 19 111,189 

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,285,104 1,067,175 

Gas stored underground . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  576,617 515,328 

Goodwill and intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  739,086 737,692 
Deferred charges and other assets. .................................... 225,650 253,494 

$6,386,699 $5,895,197 

CAPITALIZATION AND LIABILITLES 
Shareholders’ equity 

Common stock, no par value (stated at $.005 per share); 
200,000,000 shares authorized; issued and outstanding: 
2008 - 90,8 14,683 shares, 2007 - 89,326,537 shares . . . . . . . . . . . . . . . . . .  

Accumulated other comprehensive loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Retained eanrings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Longtermdebt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Totat capitalization ........................................ 
Commitments and contingencies 
C’urrent Liabilities 

Additional paid-in capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other cunent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
S ~ o ~ - t e ~ d e b t  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Current maturities of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total current liabilities. ....................................... 
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Regulatoiy cost of removal obligation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
De€en-ed credits and other Liabilities ................................... 

$ 454 
1,744,384 

(35,947) 
343.601 

2,052,492 
2,119,792 
4,172,284 

395,388 
460,372 
350,542 

785 
1,207,087 

44 1,302 
298,645 
267,38 1 

$6,386,699 

$ 447 
1,700,378 

116,198) 
281,127 

1,965,754 
2,126,315 
4,092,069 

355,255 
408,273 
150,599 

3,831 
917,958 
370,569 
27 1,059 
243,542 

$5,895,197 

-- 

S e e  accompanying notes to consolidated financial statements 
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ATMOS ENERGY CORPOJUTION 

CONSOLIDAmD STATEMENTS OF INCOME 

Operating revenues 
Natural gas disbibution segment . . . . . . . . . . . . . . . . . . . . . . . . .  

Natural gas marketing segment . . . . . . . . . . . . . . . . . . . . . . . . . .  
Regulated transmission and storage segment ................ 

Pipeline, storage and other segment ....................... 
Intersegment eliminations .............................. 

Purchased gas cost 
Natural gas distribution segment ......................... 
Regulated transmission and storage segment ................ 

Pipeline. storage and other segment . . . . . . . . . . . . . . . . . . . . . . .  
Intersegment eliminations .............................. 

Natural gas marketing segment . . . . . . . . . . . . . . . . . . . . . . . . . .  

Grassprofit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Operating expenses 

Operation and maintenance ............................. 
Depreciation and amortization ........................... 
Taxes. other than income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Impairment of long-lived assets .......................... 

Total operating expenses ............................. 
Operaring income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Miscellaneous income. net ............................... 
Interest charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income tax expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Netincome . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Per share data 

Basic net income per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Diluted net income per share ............................ 
Weighted average shares outstanding: 

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Year Ended September 30 
2008 2007 2006 
(In thousands. escept per share data) 

$3.655. 130 
1 959 1 7 

4.287. 862 
3 1 .  709 

(949. 313) 

7.221. 305 

2.649. 064 

4.194. 841 
3. 396 

(947. 322) 

5.899. 979 

1.321. 326 

- 

500. 234 
200. 442 
192. 755 

__ 
893. 431 

427. 895 
2. 73 1 

137. 922 

292. 704 
1 12. 373 

$ 180. 331 

$ 2.02 

$ 2.00 

89. 385 

90.272 

$3.358. 765 
163. 229 

3.151. 330 
33. 400 

(808. 293) 

5.898. 43 1 

2.406. 08 1 

3.047. 019 
792 

(805. 543) 

4.648. 349 

1.250. 082 

._ .1 

463. 37 3 
198. 863 
182. 866 

6. 344 

85 1. 446 

398. 636 
9. 184 

145. 236 

262. 584 
94. 092 

$ 168. 492 

$ 1.94 

$ 1.92 

86. 975 

87. 745 

$3.650. 591 
141. 133 

3.156. 524 
25. 574 

(821. 459) 

6.152. 363 

2.725. 534 

3.025. 897 
1. 080 

(81 6. 718) 

4.935. 793 

1.216. 570 

- 

433. 418 
185. 596 
191. 993 
22. 947 

833. 954 

382. 616 
881 

146. 607 

236. 890 
89.153 

-~ 

$ 7 3 7  147. 

$ 1.83 

$ 1.82 

80.73 1 

81. 390 

See accompanying notes to consolidated financial statements 
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ATMOS ENERGY CORPORATION 

CONSOGIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY 

Accumulated 
AdditiOional Other 

Paid-io Comprehensive 
Capital LOSS 

(In t h o t ~ ~ a ~ ~ k ,  cxecpt share &I 

$1,426,523 $ (3,341 1 

Common Stock 

Numbcrof Statcd 
Shares Value 

Retained 
&Wl6R@ Total - .  

la) 

$ 178,837 $1,602,422 Balance, September 30,2005. . . . . . . . . . . . .  
Comprehewve income: 

Net income.. ...................... 
Unrealized holding gains on investments, 

net ............................ 
Treasury lock agreements, net . . . . . . . . . . .  
Cash flow hedges, net. . . . . . . . . . . . . . . . .  

Cash dividends ($1.26 per share). . . . . . . . . .  
Common stock issued: 

Direct stock purchase plan. . . . . . . . . . . . . .  

Total comprehensive income . . . . . . . . .  

Retirement savings plan . . . . . . . . . . . . . . .  
1998 Long-tenn incentive plan. . . . . . . . . . .  
Long-term stock plan for Mid-States 

Employee stock-based compensation 
Division. ........................ 

- . I . , 
Outside directors stock-for-fee plan . . . . . . .  

Balance, September 30,3006. . . . . . . . . . . . .  
Comprehensive income: 

Netincome ........................ 
Unrealized holding gains on investments, 

net ............................ 
Treasury lock agreements, net . . . . . . . . . . .  
Cash flow hedges, net. ................. 

Total compreliensive income . . . . . . . . .  
Cash dividends ($1.28 per share). . . . . . . . . .  

Erect stock purchase plan. . . . . . . . . . . . . .  

1998 Long-term incentive plan. . . . . . . . . . .  
Employee stock-based compensation ...... 
Outside directors stock-for-fee pIan . . . . . . .  

Balance, September 30,3007. . . . . . . . . . . . .  

Netincome ........................ 
Unrealized holding losses on investments, 

net ............................ 
Treasury loclc agreements, nct . . . . . . . . . . .  
Cash flow hedges, net. . . . . . . . . . . . . . . . .  

Total comprehensive income . . . . . . . . .  
Adoption of FIN 48 . . . . . . . . . . . . . . . . . . .  
Cash dividends ($1.30 per share). . . . . . . . . .  
Common stock issued 

Retirement savings plan . . . . . . . . . . . . . . .  
1998 Long-term incentive plan. . . . . . . . . . .  

Outside directors stock-for,-fee plan . . . . . . .  

Common stock issued: 
Public offering. ..................... 

Retirement savings plan . . . . . . . . . . . . . . .  

Comprehensive income: 

Direct stock purchase plan. . . . . . . . . . . . . .  

Employee stock-based compensation . . . . . .  

Balance, September 30,2008. . . . . . . . . . . . .  

80,539,4431 $403 

- ..I- 147,737 147,737 

- 882 
_I 3,442 
- (44,833) 

107,228 
(1 02,275) (1 02,275) 

- 882 
I_ 3,442 
I (44,833) 

387,833 2 
442,635 2 
366,905 2 

300 - 

- 10,393 
I 1 1,920 
- 8,978 

10,391 - 
11,918 -- 
8,976 - 

5 .I.- 

9,361 - 
66 - 

1,467,240 (43,850) 

5 
- 9,361 

66 
224,299 1,648,098 

168,492 168,492 

- 1 ,24 1 
- 6,288 
- 20, I23 

196,144 
( 1  11,664) (1 11,664) 

- 

I -- 2,442 < 
8 1,7393 1 6 409 

- 1,24 1 
- 6,288 
- 20,123 

- __ 
- -  
- I  

191,881 - 
9,866 I 

12,929 - 
7,547 _I 

10,841 - 
74 -- 

1,700,378 (16,198) 
-- - 

6,325,000 32 
325,338 2 
422,646 2 
511,584 2 

“_.I - 
2,453 - 

89,326,537 447 

- 191,913 
I_ 9,868 
I 1 2,93 1 
- 7,549 
- 10,841 

74 
281,127 1,965,754 

180,331 180,331 

- (1,897) 
,~ 3,148 
- (21.0001 

- (1,897) 
- 3,148 
- (21,000) 

160,582 
(569) (569) 

(1 17,288) (1 17,288) 

- 10,335 
- 15,119 
._ 5,594 
- 12,878 

87 
$ 343,601 $2,052,492 

- -  
I- - 

388,485 2 
558,014 3 
538,450 2 
I -  

3,197 - 
90,814,683 $1.54 - 

10,333 - 
15,116 - 
5,592 - 

12,878 
87 - 
I.-- 

$1,744,384 $(35,947) 

See accompanying notes to consolidated financial statements 
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ATMOS ENIEIRGY CORPORATION 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

CASH FLOWS FROM OPERATING AC- 
Netincome . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Adjustments to reconcile net income to net cash provided by 

operating activities: 

Depreciation and amortization: 
Impairment of long-lived assets . . . . . . . . . . . . . . . . . . . . . . . . . .  

Charged to depreciation and amortization ................. 

Deferred income taxes ................................. 
Stock-based compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Debt financing costs .................................. 
Other .............................................. 

Decrease in cash held on deposit in margin account ........... 
(Increase) decrease in accounts receivable ................... 
Increase in gas stored underground . . . . . . . . . . . . . . . . . . . . . . . .  
(Increase) decrease in other current assets . . . . . . . . . . . . . . . . . . .  
Decrease in deferred charges and other assets ................ 
Increase (decrease) in accounts payable and accrued liabilities . I . 
Increase (decrease) in other current liabilities . . . . . . . . . . . . . . . .  
Increase (decrease) in deferred credits and other liabilities . . . . . .  

Net cash provided by operating activities . . . . . . . . . . . . . . . . .  

Charged to other accounts ............................ 

Changes in assets and Liabilities: 

CASH L O W S  IJSED ‘LN INVESTINCJ ACTMTIES 
Capital expenditures .................................... 
Orher, net ............................................ 

Net cash used in investing activities ..................... 

Net increase (decrease) in short-term debt .................... 
Net proceeds horn issuance of Long-tenn debt . . . . . . . . . . . . . . . . .  
Settlement of Treasury lock agreement ....................... 

CASH FLOWS FROM FINANCING ACTIVITIES 

Repayment of long-tern debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Cash dividends paid ..................................... 
Issuance of common stock” . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Net promeds liom equity offering . . . . . . . . . . . . . . . . . . . . . . . . . .  

Net cash provided by (used in) financing activities . . . . . . . . . .  
Net increase (decrease) in cash and cash equivalents . . . . . . . . . . . . . .  
Cash and cash equivalents at beginning of year . . . . . . . . . . . . . . . . . .  
Cash and cash equivalents at end of year . . . . . . . . . . . . . . . . . . . . . . .  

Year Ended September 30 

(In thousands) 
2006 zQo7 .. 2008 .. 

$ 180. 331 

200. 442 
147 

97. 940 
14. 032 
IO. 665 
(5. 492) 

. 

(97. 0 18) 
(6 1. 489) 

(1 14. 119) 
22. 476 
39. 902 
60. 024 
23. 090 

370.933 

(472. 273) 
(1 0. 736) 

(483. 009) 

200. 174 
. 
. 

(1 0. 284) 
(1 17. 288) 

25. 466 

98.068 

(14.008) 
60. 725 

$ 46. 717 

!b 168. 492 

6. 344 

198. 863 
1 92 

62. 121 
1 1. 934 
10. 852 
(13 1.6) 

. 

(6. 407) 
(53. 626) 
1123 88 
23. 506 

11. 661 
IO. 519 

547. 095 

(8. 428) 

(392. 435) 
(1 0. 436) 

(402. 87 1 )  

(21 3. 242) 
247. 217 

4. 750 
(303. 185) 
(1 1 1. 664) 

24. 897 
191. 913 

(1 59. 314) 

(15. 090) 
75. 815 

$ 60. 725 
-~ 

$ 147. 737 

22. 947 

185. 596 
371 

86. 178 
10. 234 
11. 117 
(2. 8711 

9. 762 
78. 407 

( 10. 695) 
(59. 882) 
28. 614 

(1 16. 060) 
(70. 997) 
(9. 009) 

311. 449 

(425. 324) 
(5. 767) 

(431. 091) 

237. 607 
. 
. 

(3. 264) 
(1 02. 275) 

23. 273 
- 

155. 341 

35. 699 
40. 116 

$ 75. 815 
-~ 

See accompanying notes to consolidated financial statements 

71 



ATMOS ENERGY CORPORATION 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

1. Nature of Business 

Atmos Energy Coiporation (“Atmos Energy” or the “Company”) and our subsidiaries are engaged 
primarily in the regulated natural gas distribution and transmission and storage husinesses as well as certain 
other nonregulated businesses. Through our natural gas distribution business, we deliver natural gas through 
sales and transportation arrangements to approximately 3.2 million residential, commercial, public-authority 
and industrial customers through our six regulated natural gas distribution divisions in the service areas 
described below: 

.- Division 

Atmos Energy Colorado-Kansas Division . - . . . . 
Amos Energy KentuckyMd-States Division . I . 

Atmos Energy Louisiana Division. . . . I I . . . . . . 
Atmos Energy Mid-Tex Division . . . . . . . . . . I . 

Atmos Energy Mississippi Division. . . . . . . . . . . 
Atmos Energy West Texas Division . ~ ~ . . . I . . ~ 

S e e c e  Area 

Colorado, Kansas, Missouri“) 
Georgia(’), Illinois(’?, Iowa‘l’, 
Kentucky, Missouri”), Tennessee, Viiginia‘’’ 
Louisiana 
Texas, including the DaUasFort Worth 
metropolitan area 
Mississippi 
West Texas 

‘ I )  Denotes locations where we have more limited service areas. 

In addition, we transport natural gas for others through ow distribution system. Our natural gas 
distribution business is subject to federal and state regulation and/or regulation by local authorities in each of 
the states in which our natural gas distribution divisions operate. Our corporate headquarters and shared 
services function are located in Dallas, Texas, and our customer support centers are located in Amarillo and 
Waco, Texas. 

Our regulated transmission and storage business consists of the regulated operations of our Atmos 
Pipeline - Texas Division, a division of the Company. This division transports natural gas to our Mid-Tex 
Division, transports natural gas for third parties and manages five underground storage reservoirs in Texas. We 
also provide ancillary services customary to the pipeline industry including parking arrangements, lending and 
sales of inventory on hand. Parking arrangements provide short-term interruptible storage of gas on our 
pipeline. Lending services provide short-term interruptible loans of natural gas from our pipeline to meet 
market demands. 

Our nonregulated businesses operate primarily in the Midwest and Southeast and include our natural gas 
marketing operations and our pipeline, storage and otheT operations. These businesses are operated through 
various wholly-owned subsidiaries of Atmos Energy Holdings, lnc. (AET-f), which is wholly-owned by the 
Company and based in Houston, Texas. 

Our natural gas marketing operations are managed by Atrnos Energy Marketing, LLC (AEM), which is 
wholly-owned by AEH. AEM provides a variety of natural gas management services to municipalities, natural 
gas utility systems and induskial natural gas customers, primarily in the southeastern and midwestern states 
and to our Colorado-Kansas, KentuckyMd-States and Louisiana divisions. These services consist primaray of 
furnishing natural gas supplies at k e d  and market-based prices, contract negotiation and administration, load 
forecasting, gas storage acquisition and management services, transportation services, peaking sales and 
balancing services, capacity utilization strategies and gas price hedging through the use of financial 
instruments. 

Our pipeline, storage and other seepent p i h a d y  consists of the operations of Atmos Pipefine and 
Storage, LLC (APS),  Atmos Energy Services, LLC (AES) and Atmos Power Systems, Inc., each of which are 
wholly-owned by AEH. APS owns or has an interest in underground storage fields in Kentucky and Louisiana. 
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NOTES TO CONSOIJIDATED FINANCIAL STATEMENTS - (Continued) 

We use these storage facilities to reduce the need to contract for additional pipeline capacity to meet customer 
demand during peak periods. AdditionalIy, APS manages our natural gas gathering operations, which were 
limited in nature as of September 30, 2008. A E S  provides Limited services to our natural gas distribution 
divisions, and the revenues AES receives are equal to the casts incutred to provide those services. Through 
Atmos Power Systems, Xnc., w e  have constructed electric peaking power-generating plants and associated 
facilities and lease these plants through lease agreements that are accounted for as sales under generally 
accepted accounting principles in the United States. 

2. Summary of Significant Accounting Policies 

Priizciplcs of consolidafion -- The accompanying consolidated financial statements include the accounts 
of Atmos Energy Corporation and its wholly-owned subsidiaries. All material intercompany transactions have 
been eliminated. 

Use of cstinzales - The preparation of fmancial statements in conformity with accounting principles 
generally accepted in the United States requires management to make estimates and assumptions tbat affect 
tbe reported amounts of assets, liabilities, revenues and expenses. The most significant estimates include the 
allowance €or doubtful accounts, legal and environmental acnuals, insurance accruals, pension and postretire- 
ment obligations, deferred income taxes, asset retirement obligations, impairment of long-lived assets, risk 
management and trading activities and the valuation of goodwill, indefinite-lived intangible assets and other 
long-lived assets. Actual results could differ from those estimates. 

Regulaiiorz - Our natural gas distribution and regulated transmission and storage operations are subject 
to regulation with respect to rates, service, maintenance of accounting records and various other matters by the 
respective regulatory authorities in the states in which we operate. OUT accounting policies recognize the 
b n c i a l  effects of the ratemaking and accounting practices and policies of the various regulatory commis- 
sions. Regulated operations are accounted for in accordance with Statement of Financial Accounting Standards 
(SFAS) No. 71, Accourzting for the .Efccis of Cerfaiiz Types of Regulation. This statement requires cost-based, 
rate-regulated entities that meet certain criteria to reflect the authorized recovery of costs due to regulatory 
decisions in their financial statements. As a result, certain costs are permitted to be capitalized rather than 
expensed because they can be recovered through rates. 
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We record se,datory assets as a component of other current assets and deferred charges and other assets 
for costs that have been deferred for which future recovery through customer rates is considered probable. 
Regulatory liabilities are recorded either on the face of the balance sheet or as a component of current 
Liabilities, deferred income taxes or deferred credits and other liabilities when it is probable that revenues wiU 
be reduced for amounts that will be credited to custonlers through the ratemaking process. Significant 
regulatoIy assets and liabiLities as of September 30, 2008 and 2007 included the following: 

September 30 
2008 2007 

(In thousands) 

Regu'tatory assets: 
Pension and postretirement benefit costs. ......................... $100,563 $ 59,022 
Merges and integration costs, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7386 7,996 

Environmental costs ......................................... 980 1,303 
Rate case costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,885 10,989 
Deferred franchise fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  65 1 796 
Deferred income taxes, net. 343 - 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,120 10,719 

$I 86,23 1 $1 05,622 

Deferred gas costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  55,103 14,797 

................................... 
~ _ I  

Regulatory liabilities: 
Deferred gas costs. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 76,979 $ 84,043 
Regulatory cost of removal obligation . . . . . . . . . . . . . . . . . . . . . . . . . . .  317,273 295,241 
Deferred iuconie taxes, net. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 165 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,639 7,503 

$399,891 $386,952 

Currently authorized rates do not include a return on certain of our merger and integration costs; however, 
we recover the amortization of these costs. Merger and integration costs, net, are generally amortized on a 
straight-line basis over estimated useful lives ranging up to 20 years. Environmental costs have been deferred 
to be included in future rate filings in accordance with rulings received from various state regulatory 
commissions. During the fiscal years ended September 30,2008, 2007 and 2006, we recognized $0.4 million, 
$0.3 million and $0.5 million in amortization expense related to these costs. 

Revenue recogaitioiz Sales of natural gas to OUI' natwal gas distribution customers are hilled on a 
monthly basis; however, the billiog cycle peIiods lor certain classes of customess do not necessarily coincide 
with accounting periods used for Gnancial reporting purposes. We follow the revenue accrual method of 
accounting lor natural gas distribution segment revenues whereby revenues applicable to gas delivered to 
customers, but not yet billed under the cycle billing method, are estimated and accrued and the related costs 
are charged to expense. 

On occasion, we are permitted to implement new rates that have not been formally appsoved by our state 
regulatory commissions, which are subject to refund. As permitted by SFAS No. 71, we recognize this revenue 
and establish a reserve for amounts that could be sefunded based on our experience for the jui.iSdiction in 
which the rates were implemented. 

Rates established by regulatory authoi-ities are adjusted €or increases and decreases in our purchased gas 
costs through purchased gas adjustment mechanisms. Purchased gas adjustment mechanisms provide gas utility 
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companies a method of recovering purchased gas costs on an ongoing basis without filing a rate case to 
address all of the utility company's non-gas costs. There is no gross profit generated tb~ough purchased gas 
adjustments, but they provide a dollar-for-dollar offset to increases or decreases in our natural gas distribution 
segment's gas costs. The effects of these purchased gas adjustment mechanisms are recorded as deferred gas 
costs on our balance sheet. 

Operating Tevenues for our natural gas marketing segment and the associated caiying value of natural 
gas inventory (inclusive of storage costs) are recognized when we sell the gas and physically deliver it to our 
customers. Operating revenues include realized gains and losses arising from the settlement of financial 
instruments used in our natural gas marketing activities and unrealized gains and losses arising &om changes 
in the fair value of nahiral gas inventory designated as a hedged item in a fair value hedge and the associated 
financial instruments. For the fiscal years ended September 30, 2008, 2007 and 2006, we included unrealized 
gains on open contracts of $25.5 million, $18.4 million and $17.2 million as a component of nahlral gas 
marketing revenues. 

are recognized in the period in which actual volumes are transported and storage services are provided. 

months or less to be cash equivalents. 

Accounts receivable aiid allowance for doubtful accounts - Accounts receivable consist of natural gas 
sales to residential, commercial, industrial, municipal and other customers. For the majority of our receivables, 
we establish an allowance for doubtful accounts based on our collection experience. On certain other 
receivables where we are aware of a specific customer's inability or reluctance to pay, we record an allowance 
for doubtful accounts against amounts due to reduce the net receivable balance to the amount we reasonably 
expect to collect. However, if Circumstances change, our estimate of the recoverability of accounts receivable 
could be affected. Circumstances which could affect our estimates include, but are not limited to, customer 
credit issues, the level of natural gas prices, customer deposits and general economic conditions. Accounts are 
written off once they are deemed to be uncollectible. 

Operating revenues foI our regulated transmission and storage and pipeline, storage and other segments 

Cash and cash equiva/ents - We consider all highly liquid investments with an original maturity of three 

Gas slorcd underground - Our gas stored underground is compiised of natural gas injected into storage 
to support the winter season withdrawals for our natural gas discribution operations and natural gas held by our 
natural gas marketing and other nonregulated subsidiaries to conduct their operations. The average cost method 
is used for all our natural gas distribution divisions, except for certain jurisdictions in the KentuckylMid-States 
Division, where it is valued on the &st-in first-out method basis, in accordance with regulatory requirements. 
The average gas cost method i s  also used for our regulated transmission and storage segment. Our natural gas 
marketing and pipeline, storage and othes segments utilize the average cost method; however, most of this 
inventory is hedged and is therefore reported at fair value at the end of each month. Cm in storage chat is 
retained as cushion gas to maintain reservoir pressure is classified as property, plant and equipment and is 
valued at cost. 

Rcgulalcd proper& platit arid equipmetti - Regulated property, plant and equipment is stated at original 
cost, net of contributions in aid of construction. The cost of additions includes direct construction costs, 
payroll related costs (taxes, pensions and other fringe benefits), administrative and general costs and an 
allowance for funds used during construcrion. The allowance for funds used during constniction represents the 
estimated cost of finds used to finance the construction of major projects and are capitalized in Ibe rate base 
for ratemaking purposes when the completed projects are placed in service. Interest expense of $2.9 million, 
$3.0 d o n  and $3.6 million was capitalized in 2008,2007 and 2006. 

Major renewals, including replacement pipe, and betterments that are recoverable under our regulatory 
rate base are capitalized while the costs of maintenance and repairs that are not recoverable through rates are 
charged to expense as incuiTed. The costs of large projects are accumulated in construction in progress until 
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the project is completed. When the project is completed, tested and placed in service, the balance is transferred 
to the regulated plant in service account included in the rate base and depreciation begins. 

Regulated property, plant and equipment is depreciated at various rates on a straight-line basis. These 
rates are approved by our regulatory commissions and are comprised of two components: one based on 
average service life and one based on cost of removal. Accosdingly, we recognize our cost of removal expense 
as a component of depreciation expense. The related cost of removal accrual is reflected as a regulatofy 
liability on the consolidated balance sheet. At the time property, plant and equipment is retired, removal 
expenses less salvage, are charged to the regulatory cost of removal accrual. The composite depreciation rate 
was 3.7 percent, 3.9 percent and 3.9 percent €or the fiscal years ended September 30, 2008,2007 and 2006. 

Noriregulated proper& plant and equipnient - Nonre0@ated property, plant and equipment is stated at 
cost. Depreciation is generally computed on the straight-line method for financial reporting purposes based 
upon estimated useful lives ranging from three to 35 years. 

Asset retirement obligations - SFAS 143, Accounting for Asset Retiremetu Obligatiorls and FIN 47, 
Accounting f i r  Coriditional Asset Retirement O.?digafiolzs requke that we record a liability at fair value for an 
asset retirement obligation when the legal obligation to retire the asset has been incurred with an offsetting 
increase to the carrying value of the related asset. Accretion of the asset retirement obligation due to the 
passage of time is recorded as an operating expense. 

As of September 30, 2008 and 2007, we had recorded asset retirement obligations of $5.9 million and 
$9.0 million. Additionally, we recorded $1.3 million and $2.9 million of asset retirement costs as a component 
of property, pfant and equipment that will he depreciated over the remaining life of the underlying associated 
assets. 

We believe we have a legal obligation to retire our storage wells. However, we have not recognized an 
asset retirement obligation associated with our storage wells because there is not sufficient industry history to 
reasonably estimate the fair value of this obligation. 

Impairtnerlt of long-lived assels -We periodically evaluate whether events or circumstances have 
occurred t h t  indicate that other long-lived assets may not be recoverable or that the remaining useful life may 
wanant revision. When such events or circumstances are present, we assess the recoverability of long-lived 
assets by determining whether the carrying value will be recovered through the expected future cash flows. In 
the event the sum of the expected future cash flows resulting from the use of the asset is less than the canying 
value of the asset., an impairment loss equal to the excess of the asset’s carrying value over its lair value is 
recorded. 

During fiscal 2007, we recorded a $6.3 d.l.ion charge associated with the write-off of approximately 
$3.0 million of costs related to a nonregulated mtural gas gathering project and approximately $3.3 million of 
obsolete software costs. During the fourth quarter of fiscal 2006, we deteimined that, as a result of declining 
irrigation sales primarily associated with our agricultural customers’ shift from gas-poweied pumps to electric 
pumps, the West Texas Division’s higation assets would not be able to generate sufficient future cash flows 
from operations to iecover the net investment in these assets. Therefore, we recorded a $22.9 rniUion charge to 
impairment to write ooC the entire net book value. 

Goodwill aid intungrible assets -We annually evaluate our goodwill balances for impainnent during our 
second fiscal quarter or more fiequently as impairment indicators arise. We use a present value technique 
based on discounted cash flows to estimate the fair value of our reporting units. These calculations are 
dependent on several subjective factors including the timing of future cash flows, future growth rates and the 
discount rate. An impairment charge is recognized if the canying value of a reporting unit’s goodwill exceeds 
its fair value. 
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Intangible assets are amortized over their useful lives of 10 years. These assets are reviewed €or 
impairment as impaiiment indicators arise. Mben such events or circumstances are present, we assess the 
recoverability of long4ived assets by determining whether the carrying valne will be recovered through the 
expected future cash flows. In the event the sum of the expected future cash flows resulting from the use of 
the asset is less than the carrying value of the asset, an impairment loss equal to the excess of tbe asset’s 
carrying value over its fair value is recorded. N o  imp&ment has been recognized. 

Marketable securities - As o i  September 30, 2008 and 2007, aU of OUT marketable securities were 
classified as available-for-sale based upon the criteria of SFAS 115, Accountiiig for Certain Invest~iienis in 
Debt and Equity Securities. III accordance with that standard, these securities are reported at market value with 
unrealized gains and losses shown as a component of accumulated other comprehensive income (loss). We 
regularly evaluate the perfomance of these investments on a fund by fund basis for impairment, taking into 
consideration the fund’s purpose, volatility and current returns. If a determination is made that a decline in fair 
value is other than temporary, the related fund is written down to its estimated fair value. 

Financial instiwinents and hedging activities - We cuuently use financial instruments to mitigate 
commodity price risk. Additionally, we periodically use frnancid instruments to manage interest rate risk. The 
objectives and strategies for using financial instruments have been tailored for ow regulated and nonregulated 
businesses. Currently, we utilize financial instruments in our natural gas distribution, natural gas marketing and 
pipeline, storage and other segments. The objectives and strategies for the use of financial instruments are 
discussed in Note 4. 

We record all of our financial instruments on the balance sheet at fair value as required by SFAS 133, 
Accounting for Derivatives and Hedging Activities, with changes in fair value ultimately recorded in the 
income statement These financial instruments are reported as risk management assets and liabilities and are 
classified as current or noncun-ent other assets or liabilities based upon the anticipated settlement date of the 
underlying financial instrument.. 

The timing of when changes in fair value of our financial instruments are recorded in the income 
statement depends on whether the iiinancial instiument has been designated and qualifies as a part of a hedging 
relationship or if regulatory rulings require a dflerent accounting treatment. Changes i n  fair value for financial 
instruments that do not meet one of these criteria are recognized in the income statement as they occm 

Firurncial Instruments Associated with Commodify Price Risk 

In our natural gas distribution se,.ment, the costs associated with and the gains and losses arising from the 
use of financial instruments to mitigate commodity price risk are included in our purchased gas adjustment 
mechanisms in accordance with regulatory requirements. Therefore, changes in the fair value of these financial 
instruments are initially recorded as a component of deferred gas costs and recognized in the consolidated 
statement of income as a component of purchased gas cost when the related costs are recovered through our 
rates and recognized in revenue in accordance with SFAS 7 1. Accordingly, there is no earnings impact to our 
natural gas distlihution segment as a result of the use of financial instluments. 

In our natural gas marketing and pipeline, storage and other segments, we have designated the natural gas 
inventory held by these operating segments as the hedged item in a fair-value hedge. This inventory is marked 
to market at the end of each month based on the Gas Daily index, with changes in €air value recognized as 
unrealized gains or losses in revenue in the period of change. The financial instruments associated with this 
natural gas inventoiy have been designated as fair-value hedges and are marked to market each month based 
upon the NYh4EX price with changes in fair value recognized as unrealized gains or losses in revenue in the 
period of change. Changes in the spreads between the forward natural gas prices used to value the financial 
hedges designated against our physical inventory (NYMEX) and the market (spot) prices used to value our 
physical storage (Gas Daily) result in unrealized margins until the underlying physical gas is withdrawn and 
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the related financial instruments are settled. Once the gas is withdrawn and the financial instruments are 
settled, the previously unrealized margins associated with these net positions are realized. We have elected to 
exclude this spot/forwmd differential for purposes of assessing the effectiveness of these fair-value hedges. 
Over time, we expect gains and losses on the sale of storage gas inventory to be offset by gains and losses on 
the fair-value hedges, resulting in the realization of the economic gross profit margin we anticipated at the 
time we structured the original transaction. 

In  our natural gas marketing segment, we have elected to treat fixed-price forward contracts to deIiver 
natural gas as normal purchases and normal sales. As such, these deliveries are recorded on an accrual basis in 
accordance with our revenue recognition policy. Financial instruments used to mitigate the commodity piice 
risk associated with these contracts have been designated as cash flow hedges of anticipated purchases and 
sales at indexed prices. Accordingly, unrealized gains and losses on these open financial instruments are 
recorded as a component of accumulated other comprehensive income, and are recognized in earnings as a 
component of revenue when die hedged volumes are sold Hedge ineffectiveness, to the extent incumed, is 
reported as a component of revenue. 

Gains and losses from hedge ineffectiveness are recognized in the income statement. Fair value and cash 
flow hedge ineffectiveness arising from natural gas market price differences between the locations of the 
hedged inventory and the delivery location specified in the financial instrurnents is referred to as basis 
ineffectiveness. Ineffectiveness arising fl-011~ changes in the fair value of the fair value hedges due to changes 
in the difference between the spot price and the futures price, as well as the difference between the timing of 
the settlement of the futures and the valuation of the underlying physical commodity are referred to as timing 
ineffectiveness. 

In our natural gas marketing seapent, the following summarizes the gains and losses recognized in the 
income statement for the fiscal years ended September 30,2008,2007 and 2006. 

For the Fiscal Year Ended 
September 30 

2008 2007 2006 - - -I 
(In thousands) 

Basis ineffectiveness: 
Fair-value basis ineffectiveness . . . . . . . . . . . . . . . . . . . . . . . . .  $(2,S41) $ 783 $ 15,476 
Cash flow basis ineffectiveness . . . . . . . . . . . . . . . . . . . . . . . . .  3,720 2,330 7,392 

Total basis ineffectiveness. .............................. 879 3,113 22,868 
Timing ineffectiveness: 

Fair-value timing ineffectiveness ........................ 39,695 89,207 (17,832) 

Total hedge ineffectiveness. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $40,574 $92,320 $ 5,036 

- - -- 

--- 
--- --- 

In our pipeline, storage and other segment, actual hedge ineffectiveness mising h m  the timing of 
settlement of physical contracts and the settlement of the financial instruments resulted in a gain of 
approximately $5.4 nliilion and $8.4 million for the fiscal years ended September 30, ZOOS and 2007 and a 
loss of approximately $7.0 rniLIion for the fiscal year ended Septemtier 30, 2006. 

Prices actively quoted on national exchanges are used to determine the fair value of most of our fmancial 
instruments. Values derived from these sources reflect the market i n  which transactions involving these 
financial instruments are executed. We utilize models and other valuation methods to determine fair value 
when external sources are not available. Values are adjusted accordingly to reflect the potential impact of an 
orderly liquidation of our positions over a reasonable period of time under then-current market conditions. We 
believe the market prices and models used to value these financial instruments represent the best information 
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available with respect to closing exchange and over-the-counter quotations, time value and volatility factors 
underlying the contracts. 

Fair-value estimates aIso consider the creditworthiness of our counterparties. Our counterparties consist 
primarily of financial institutions and major energy companies. This concentration of counterparties may 
materially impact our exposure to credit risk resulting €rom market, economic or regulatory conditions. Recent 
adverse developments in the global financial and credit markets have made it more difficult and more 
expensive for companies to access the short-term capital markets, which may negatively impact the creditwor- 
thiness of our counterpaxties. A continued tightening of the credit market could cause more of our 
counterparties to €ail to perform than expected and reserved. We seek to minimize counterparty credit risk 
through an evaluation of their financial condition and credit ratings and the use of collateral requirements 
under certain circumstances. 

In our natural gas marketing segment, we also utilize master netting agreements with significant 
counterparties that allow us to offset gains and losses arising fi-om financial instruments that may be seNed in 
cash with gains and losses arising from financial instruments that may be settled with the physical commodity. 
Assets and liabilities from risk management activities, as well as accounts receivable and payable, reffect the 
master netting agreements in place. 

In April 2007, the Financial Accounting Standards Board (FASB) issued FSP FIN 39-1, Anzendrnerzt of 
FASB hterprcfation No. 39. This FSP requires that, to the extent we utilize master netting agreements to offset 
gains and losses arising from financial instruments, we must include the fair value oi cash collateral or the 
obligation to return cash in  the mounts that have been netted. This FSP is applicable to the Company 
effective October 1, 2008 and early adoption is permitted. We have elected to adopt this FSP as of 
September 30, 2008. As a result of adopting this FSP, the Company netted $56.6 million of cash held in 
margin accounts into its current risk management assets and liabilities as of September 30, 2008. The adoption 
of this interpretation also required a reclassification as of September 30, 2007 of a $1.7 d o n  obligation to 
return cash from other current liabilities to risk management assets. This requirement to net this cash position 
against risk management assets and liabilities did not have a material impact on our financial position or 
working capital. 

Financial Instrwnents Associated with Interest Rafe Risk 

We periodically manage interest rate risk, typically when we issue new or refinance existing iong-term 
debt. Currently, we do not have any financial instruments in place to manage interest rate risk. However, in 
prior years, we entered into Treasury lock agreements to fixr the Treasury yield component of the interest cost 
associated with anticipated Enancings. We designated these Treasury lock agreements as a cash flow hedge of 
an anticipated transaction at the time the agreements were executed. Accordingly, unrealized gains and losses 
associated with the Treasury lock agreements were recorded as a component of accumulated other comprehen- 
sive income (loss). When the Treasury locks were settled, the r e a W  gain or loss was recorded as a 
component of accumulated other comprehensive income (loss) and i s  being recognized as a component of 
interest expense over the Life of the related financing arrangement. 

determined on an actuarial basis and are affected by numerous assumptions and estimates including the market 
value of plan assets, estimates of the expected return on plan assets, assumed discount rates and current 
demographic and actuarial mortality data. Through fiscal 2008, we reviewed the estimates and assumptions 
underlying our pension and other postretirement plan costs and liabilities annually based upon a June 30 
measurement date. To comply with the new measurement date iequirements of SFAS 158, Einpiqyers’ 
Accounting for Defiiied Benefii Pension and Other Postretii-enient Plans, an aiizendmerir of FASB Statements 
No. 87, 88, 106, and 132(R), e&ctive Octoher 1, 2008, we changed our measurement date from June 30 to 
our fiscal year end, September 30. This change is more fully discussed in Note 8. The assumed discount rate 

Peiisiorz and other postretireincnf plans -- Pension and other postretirement plan costs and liabilities are 
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and the expected return are the assumptions that generally have the most signifcant impact on our pension 
costs and liabilities. The assumed discount rate, the assumed health care cost trend rate and assumed rates of 
retirement generally have the most sigrufrcant impact on our postretirement plan costs and liabilities. 

The discount rate is utilized principally in calculating the actuarial present value of our pension and 
postretirement obligation and net pension and postretirement cost. When establishing OUT discount rate, we  
consider high quality corporate bond rates based on Moody’s Aa bond index, changes in those rates from the 
prior year and the implied discount rate that is derived from matching OUT projected benefit disbursements 
with a high quality corporate bond spot rate curve. 

The expected long-term rate oi  return on assets is utilized in calculating the expected return on plan 
assets component of the annual pension and postretirement plan cost. We estimate the expected return on plan 
assets by evaluating expected bond returns, equity risk premiums, asset allocations, the effects of active plan 
management, the impact of periodic plan asset rebalancing and historical performance. We atso consider the 
guidance from ow investment advisors in making a final determination of our expected rate of return on 
assets. To the extent the actual late of return on assets realized over the course of a year is greater than or less 
than the assumed rate, that year’s annual pension or postretirement plan cost is not affected. Rather, this gain 
or loss reduces or increases future pension or postretirement plan costs over a period of approximately ten to 
twelve years. 

We estimate the assumed health care cost trend rate used in determining OUT annual postretuement net 
cost based upon our acmal health care cost experience, the effects of recently enacted legislation and general 
economic conditions. Our assumed rate of retirement is estimated based upon the annual review of our 
participant census infomation as of the measurement date. 

Income faxes - Income taxes are provided based on the liability method, which resuIts in income tax 
assets and liabilities arising from temporary differences. Temporary differences are differences between the tax 
bases of assets and liabilities and their reported amounts in the financial statements that will result in raxabIe 
or deductible amounts in future years. The liabiIity method requires the effect of tax rate changes on current 
and accumulated deferred income taxes to be reflected in the period i n  which the rate change was enacted. 
The liability method also requires that deferred tax assets be reduced by a valuation allowance unless it is 
more likely than not that the assets will be realized. 

Stock-based compensation plans -We maintain the 1998 Long-Term Incentive Plan that provides for the 
granting of incentive stock options, non-qualilied stock options, stock appreciation lights, bonus stock, time- 
lapse restricted stock, performance-based restricted stock units aod stock units to officers, division presidents 
and other key employees. Non-employee directors are also eligible to receive stock-based compensation under 
the 1998 Long-Term Incentive Plan. The objectives of this plan include attracting and retaining the best 
personnel, providing for additional performance incentives and promoting our success by providing employees 
with the opportunity to acquire our common stock. 

Accinmulaicd other comprehensive loss - Accumulated other comprehensive loss, net of tax, as of 
September 30, 2008 and 11007 consisted of the following unrealized gains (losses): 

Seoteniber 30 
u108 2007 
(In thousands) 
~- 

Unrealized holding gains on investments. . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 910 $ 2,807 
Treasury lock agreements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1  1,104) (1 4,252) 
Cash flow hedges.. ........................................... (25,753) (4,753) -- 

$(35,947) $( 16,1.98) -- -- 
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Recent accounting pronormcements --In March 2008, the FASB issued FASB Statement No. 161, 
Disclosures about Derivaiive Instrumenfs and Hedging Activities, an ainendilient of FASB Statement No. 133. 
SFAS 161 expands the disclosure requirements for derivative instruments and for hedging activities. Tfis 
statement requires specific disclosures regarding how and why an entity uses derivative instruments; how 
derivative instruments and related hedged items are accounted for; and how derivative instruments and related 
hedged items affect an entity’s financial position, resuits of operations and cash flows. Although the provisions 
of this standard will be effectixre for us beginning January I, 2009, we adopted this standard effective 
October 1, 2008. Since SFAS 161 only requires additional disclosures concerning derivatives and hedging 
activities, this standard i s  not expected 10 have a material impact on our financial position, results of 
operations or cash flows. 

In Septembes 2006, the FASB issued FASB Statement No. 1.57, Fair Value A4easurenierats. SFAS 157 
defines fair value, establishes a framework for measuring fair value and enhances disclosure on fair value 
measurements required under other accounting pronouncements but does not change existing guidance as to 
whether or not an instrument is canied at fair value. We will be required to apply the provisions of SFAS 1.57 
beginning October 1, 2008. We believe this standard will not materially impact our financial position, results 
of operations or cash flows. However, it will Significantly expand our disclosure concerning the fair value 
measurements reflected in our f i i c i a l  statements. 

In February 2007, the FASB issued FASB Statement No. 1.59, The Fair Value Option for Financial Assets 
arid Finaiirial Liabilities - Iitcludiiig an amendment of FASB Statement No. 115. This new standard permits 
an entity to measure certain financial assets and frnancial liabilities at fair value. The objective of the standard 
is to improve financial reporting by allowing entities to mitigate volatility in reported earnings caused by 
measuring related assets and liabilities differently without having to apply complex hedge accounting 
provisions. Entities that elect the fair value option will report unrealized gains and losses in earnings at each 
subsequent reporting date. The fair value option may be elected on an instrument-by-instrument basis. The fair 
value option is irrevocable, unless a new election date occurs. The provisions or this standard will be effective 
October 1, 2008. We do not anticipate this standard will materially impact our financial position, results of 
operations ar cash flows. 

In December 2007, the FASB issued FASB Statement No. 141 (revised 2007), Business Conzbinations. 
SFAS 141(R) establishes principles and requirements for how the acquirer in a business combination 
recognizes and measures in its financial statements the identifiable assets acquired, the liabilities assumed and 
any noncontrolling interest in the acquiree at the acquisition date fair value. SFAS 141(R) significantly 
changes the accounting for business combinations in a number of areas, including the treatment of contingent 
consideration, preacquisition contingencies, transaction costs and restmcturing costs. In addition, under 
SFAS 141(R), changes in an acquired entity’s deferred tax assets and uncertain tax positions after the 
measurement period will impact income tax expense. The provisions of this standard will apply to any 
acquisitions we may complete aftes October I, 2009. 

In December 2007, the FASB issued FASB Statement No. 160, Noncontrolling Interesfs iii Corzsolidaied 
Financial Slatentcnt, W I  mizendme~ll of ARB No. 51. SFAS 160 changes the accounting and reporting for 
minority interests, which will be recharactenzed as noncontrolling interests and classified as a component o f  
equity. This new consolidation method significantly changes the accounting for transactions with minority 
interest holders. The provisions of &e standard will be effective for us beginning October 1, 2009. This 
standard is not expected to have a material impact on our financial position, results of operations or cash 
flows. 
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3. Goodwill and Intangible Assets 

Goodwill and intangible assets were comprised of the following as of September 30, 2008 and 2007. 
September 30 

2008 2007 
(In thonsands) 

Goodw ilI . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $736,998 $734,976 

To tal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $739,086 $737,692 

The following presents our goodwill balance allocated by segment and changes in the balance for the 

Intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,088 2,716 --- "~ 

fiscal year ended September 30, 2008: 
Regulated 

Natural Gas 'Ransmission Natura1 Gas 
Disfxibution and Storage Marketing 

Segment Segment Segment 
(ln thousands) 

Balance as of September 30,2007 ...... $567,775 $132,490 $24,282 
Deferred tax adhstments on prior 

Balance as of September 30,2008 ...... $569,920 $132,367 $24,282 

- .................... 2,145 (1 23) acquisitions (14 

Pipeline, 
Storage 

and Other 
Segment Total 

$10,429 $734,976 

- 2,022 
$1 0,429 $736,998 

( I )  During the preparation of the fiscal 2008 tax provision, we adjusted certain deferred taxes recorded in con- 
nection with acquisitions completed in fiscal 2001 and fiscal 2004, which resulted in an increase to good- 
will and net deferred tax liabilities of $2.0 million. 

Tnformation regarding our intangible assets is reflected in the following table. As of September 30, 2008 
and 2007, we had no intangible assets with indefinite lives. 

September 30,2007 - September 30, 2008 
Useful Gross Gross 
Life Carrying Accumolated Carrying Accumulated 

(Years) Amount Amortization Net Amount Amortization Net -- 
On thousands) 

Customer contracts . . . . . . . . .  10 $6,926 $(4,818) $Z,088 $6,926 ${4,210) $2,716 

The following table presents actual amortization expense recognized during 2008 and an estimate of 

Amortization expense (in thousands): 
Actual for the fiscal year ending September 30,2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Estimated for the fiscal yea1 ending: 

hture amortization expense based upon our intangible assets at September 30,2008. 

$628 

September 30,2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  627 
September30,2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  627 
September 30,201 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  627 
September 30,2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  43 
September 30,2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  43 

4. Financial Instruments and Hedging Activities 

We currently use fiiancial instruments to mitigate commodity price risk. Additionally, we periodically 
utilize financial inshvments to manage interest rate risk The objectives and strategies for using financial 
instruments have been tailored to our regulated and nonre,dated businesses. Currently, we utilize financial 
instruments in our natural gas disttibution, natural gas marketing and pipeline, storage and other se,oments. 
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However, our pipeline, storage and other segment uses financial instruments acquired from AEW on the same 
terms that AEM received from an independent counterparty. On a consolidated basis, these financial 
instmments are reported in the natural gas marketing segment. 

As discussed in Note 2, we report our financial instrurnents as risk management assets and liabilities, 
each of which is classified as current or noncurrent based upon the anticipated settlement date of the 
underlying financial instrument. The following table shows the fair values of OUT risk management assets and 
liabilities by segment at September 30, 2008 and 2007: 

September 30,2008: 
Assets irom risk management activities, current(') ......... 
Assets from risk management activities, noncurrent ........ 
Idabilities from risk management activities, current''). . . . . . .  
Liabilities from risk management activities, noncurrent . . . . .  
Net assets (liabilities) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
September 30,2007: 

Assets from risk management activities, noncurrent . . . . . . . .  

Liabilities From risk management activities, noncurrent . . . . .  

Assets from risk management activities, current(2) ......... 

Liabilities from risk management activities, current . . . . . . . .  

Net assets (liabilities) .............................. 

Natural Gas Natural Gas 
Distribution Marketing 

(In thousands) 

$ -- 

(58,566) 
(5,1 11) 

$(63,677) 

- 

$ _- 

(21,053) 

- 

- 

$421,053) 

$68,291 
5,473 

(348) 
(258) 

$73,158 

$20,129 
5,535 
(286) 
(290) 

$25,088 

Total 

$ 68,291 
5,473 

(58,914) 
(5,369) 

$ 9,481 

$ 20,129 
5,535 

(21,339) 

(290) 

$ 4,035 

Includes $56.6 million of cash held on deposit in  margin accounts to collateralize certain financial instru- 
ments. Of this amount, $29.8 million was used to offset current risk management liabilities under master 
netting agxements and the remaining $26.8 million is classified as current risk management assets. 
Includes a $1.7 million obligation to return cash collateral, which was used to offset current risk manage- 
ment assets under master netting agreements. 

Regulated Commodity Rkk Management Activities 

Although our purchased gas adjustment mechanisms essentially insulate our natui-al gas distribution 
se,gment from commodity price risk, our natural gas distribution customers are exposed to the effect of volatile 
natural gas prices. We manage this exposure kough a combination of physical storage, fued-price forward 
contracts and financial instruments, piimarily over-the-counter swap and option contracts, in an effort to 
minimize the impact of natural gas piice volatility on our customers during the winter heating season. 

Our natural gas distribution gas supply department is responsible for executing this segment's commodity 
risk management activities in conformity with regulatory requirements. In jurisdictions where we are permitted 
to mitigate commodity piice risk through financial instruments, the relevant regulatory authorities may 
establish the level of heating season gas purchases that can be hedged. If the regulatory authority does not 
establish this level, we seek to hedge between 25 and 50 percent of anticipated heating season gas purchases 
using financial instruments. For the 2007-2008 heating season, we hedged approximately 45 percent of our 
anticipated winter flowing gas requirements at a weighted average cost of approximately $7.61 per McL 

We currently do not manage commodity price risk with financial instruments in our regulated transmis- 
sion and storage segment. 
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Nonregukted Commodity Risk Management Activities 

Our natural gas marketing segment, through AEM, aggregates and purchases gas supply, arranges 
transportation andlor storage logistics and ultimately delivers gas to our customers at competitive prices. To 
facilitate this process, we utilize proprietary and customer-owned transportation and storage assets to provide 
the various services our customers request. 

We also perform asset optimization activities in both our natural gas marketing segment and pipeline, 
storage and other segment. Through asset optimization activities, we seek to maximize the economic value 
associated with the storage and transportation capacity we own or control. We attempt to meet this objective 
by engaging in natural gas storage transactions in which we seek to iind and profit from the pricing differences 
that occur over time. We purchase physical natural gas and then sell financial instruments at advantageous 
prices to lock in a gross profit margin. We also seek to participate in transactions in which we combine the 
natural gas commodity and transportation costs to minimize our costs incurred to serve our customers by 
identifying the lowest cost alternative within the natural gas supplies, transportation and markets to which we 
have access. Through the use of transportation and storage services and firiancial instruments, we also seek to 
capture gross profit margin through the arbitrage of pricing differences that exist in various locations and by 
recognizing pricing differences that occur over time. Over time, gains and losses on the sale of storage gas 
inventory will be offset by gains and losses on the financial instruments, resulting in the realization of the 
economic gross profit margin we anticipated at the time we structured the original transaction. 

the market price of natural gas. We manage our exposure to such risks through a combination of physical 
storage and financial instruments, including futures, over-the-connter and exchange-traded options and swap 
contracts with counterparties. Future contracts provide the right to buy or sell the commodity at a fixed price 
in &e future. Option contracts provide the right, but not the requirement, to buy or sell the commodity at a 
f i e d  price. Swap Contracts require receipt of payment for the commodity based on the difference between a 
f i e d  price and the market price on the settlement date. 

As a result of these activities, our nonreadated operations are exposed to risks associated with changes in 

We use financial instruments, designated as cash flow hedges of anticipated purchases and sales at index 
prices, to mitigate the commodity price risk in our natural gas marketing segment associated with deliveries 
under fixed-priced forward contracts to deliver gas to customers, and we use financial instruments, designated 
as fair value hedges, to hedge our natural gas inventory used in our asset optimization activities in our natural 
gas marketing and pipeline, storage and other segments. 

Also, in our natural gas marketing segment, we use storage swaps and futures to capture additional 
storage arbitrage opportunities that arise subsequent to the execution of the original fair value hedge associated 
with ow physical natural gas inventory, basis swaps to insulate and protect the economic value of our fixed 
price and storage books and various over-the-counter and exchange-traded options. These financial iristnunents 
have not been designated as hedges pursuant to FASB Statement No. 133, Accouritirig for Derivative 
Instmnierirs aid Hedging Acfivitits. 

Our nonregulated risk management activities are controlled through various risk management policies and 
procedures. Our Audit Committee has oversigbt responsibility for OUT nonregulated risk management Limits 
and policies. Our risk management committee, comprised of corporate and business unit officers, is responsible 
for establishing and enforcing OUT nonregulated risk management policies and procedures. 

storage positions as well as our expected current and future sales and purchase obligations to maintain no open 
positions at the end of each trading day. ‘Re determination of our net open position as of any day, however, 
requires us to make assumptions as to iuture circumstances, including the use of gas by our customers in 
relation to our anticipated storage and market positions. Because the price risk associated with any net open 
position at the end of each day may increase if the assumptions are not realized, we review these assumptions 

Under our risk management policies, we seek to match our financial instrument positions to our physical 
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as part of our daily monitoring activities. We can also be affected by intraday fluctuations of gas prices, since 
the price of natural gas purchased or sold for future delivery earlier in the day may not he hedged until later 
in the day. At times, limited net open positions related to our existing and anticipated commitments may occur. 
At the close of business on September 30,2008, AEH had a net open position (including existing storage) of 
0.5 Bcf. 

Interest Rate Risk Munagernerii Activities 

Currently, we are not managing interest rate risk with financial instruments. However, in prior years, we 
periodically managed interest rate risk by entering into Treasury lock agreements to fix the Treasury yield 
component of the interest cost associated with anticipated financings. 

In  fiscal 2004, we entered into four Treasuiy lock agreements to fix the Treasury yield component of the 
interest cost of financing associated with the-then anticipated issuance of $875 million of long-term debt 
issued in October 2004 in connection with the permanent financing for our TXU Gas acquisition. These 
Treasury lock agreements were settled in October 2004 with a net $43.8 million payment to the counterparties. 

In March 2007, we entered into a Treasury lock agreement to fix the Treasury yield component of the 
interest cost associated with $100 million of our $250 million 6.35% Senior Notes issued in June 2007. This 
Treasury lock agreement was sectled in June 2007, which resulted i n  the receipt of $2.9 million from the 
counterparties. 

The gains and losses realized upon settlement were recorded as a component of accumulated other 
comprehensive income (loss) and are being recoopized as a component of interest expense over the life of the 
associated notes from the date of settlement. 

Cash Flow Hedging Information 

As of September 30, 2008 and 2007, deferred amounts associated with our natural gas marketing forward 
cornrnodity contracts and our Treasuiy lock agreements were included in other comprehensive income (loss). 
The following table presents the amount of other comprehensive income (loss), net of taxes, associated with 
these financial instruments during the fiscal years ended September 30, 2008 and 2007. 

Fid  Year Ended 
Scptcmbcr 30 

2008 2007 
(In thuusmds) 

-I____ -_I 

Increase (decrease) in fair value: 
TEdSUlY lock agreements ..................................... $ - $ 2,945 
Forward commodity contracts. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (13,213) (10,861) 

Treasuiy lock agreements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,148 3,343 
Forward commodity contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (7,787) 30,984 

Total other comprehensive income (loss) from hedging, net of tax"' . . . . . . .  -- $(17,852) $ 26,41 I 

Recognition of (gains) losses in earrzirtgs due to settlements: 

~~ 

-- 

(') Utilizing an income tax rate of approximately 38 percent comprised of the effective rates in each taxing 
,jurisdiction. 
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The following amounts, net of deferred taxes, represent the expected recognition in earnings of the 
deferred amounts associated with our frnancial instruments, based upon the fair values of these financial 
instruments as of September 30, 2008: 

'Ikeasury Forward 
Lock commodity 

oj3. thousands) 
Agreements Contracts Total 

2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ (3,147) $(24,878) $(28,025) 
2010 (1,828) (885) (2,7 13) 
2011 (1,709) 58 (1,65 1) 
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,709) (58) 0,767) 
2013 (1,709) 10 (1,699) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
(1,002) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ( 1.002) Thereafter 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(11,104) $(25,753) $(36,857) ~~- - - ~  

5. Debt 

Long-term debt 

Long-term debt at September 30, 2008 and 2007 consisted of the following: 
MOS 2007 

(In thousands) 

Unsecured 4.00% Senior Notes, due October 2009 ................. $ 400,000 $ 400,000 
Unsecured 7.375% Senior Notes, due 2011. ...................... 350,000 350,000 
Unsecured 10% Notes, due 2011 .............................. 2,303 2,303 
Unsecured 5.125% Senior Notes, due 201 3. . . . . . . . . . . . . . . . . . . . . . .  250,000 250,000 
Unsecured 4.95% Senior Notes, due 2014. ....................... 500,000 500,000 
Unsecured 6.35% Senior Notes, due 2017. . . . . . . . . . . . . . . . . . . . . . . .  250,000 250,000 
Unsecured 5.95% Senior Notes, due 2034. ....................... 200,000 200,000 
Medium term notes 

Series A, 1995-2,6.27%, due 2010. .......................... 10,000 10,000 
Series A, 1995-1,6.67%, due 2025. .......................... 10,000 10,000 

Unsecured 6.75% Debentures, due 2028 . . . . . . . . . . . . . . . . . . . . . . . . .  150,000 150,000 
First Mortgage Bonds Series P, 10.43% due 2013 . . . . . . . . . . . . . . . . . .  7,500 - 
Rental property, propane and other term notes due in instailments 

through 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,309 3,890 

Total long-term debt. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,123,612 2,133,693 

Original issue discount on unsecured senior notes and debentures . . . .  (3,547) 
Current maturities (785) (3,83 1) 

$2,119,792 $2,I 26,3 15 

Less: 
(3,035) 

....................................... 

Short-lernz debt 

At September 30,2008, we had $350.5 million of short-term debt outstanding comprised of $330.5 million 
outstanding under our bank credit facilities and $20.0 rnilIion outstanding under our commercial paper 
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program. At September 30,2007 we had $150.6 million outstanding under our commercid paper program. 
There were no amounts outstanding under our bank credit facilities at September 30, 2007. As of 
September 30, 2008, our commercial paper had maturities of less than three months, with an interest rate of 
3.35 percent. 

Shelf registration 

On December 4,2006, we filed a registration statement with the Securities and Exchange Commission 
(SEC) to issue, from time to time, up to $900 million in new common stock and/or debt securities available 
for issuance. As of September 30, 2008, we had approximately $450 million of availability remaining under 
the registration statement. Due to certain restrictions placed by one state regulatory commission on our ability 
to issue securities under the registration statement, we are permitted to issue a total of approximately 
$200 million of equity securities and $250 miIlion of senior debt securities. In addition, due to restrictions 
imposed by another state regulatory commission, if the credit ratigs on our senior unsecured debt were to fall 
below investment grade from either Standard & Poor’s Corporation (BBB-), Moody’s Investors Services, Inc. 
(Baa3) or Fitch Ratings, Ltd. (BBB-), our ability to issue any type of debt securities under the registration 
statement would be suspended until we received an investment grade rating from aLl of the three credit rating 
agencies. 

Credit facil;ities 

We maintain both committed and uncommitted credit facilities. Borrowings under our uncommitted credit 
facilities are made on a when-and-as-needed basis at the discretion of the bank. Our credit capacity and the 
amount of unused borrowing capacity are affected by the seasonal nature of the natural gas business and our 
short-term borrowing requirements, which are typically highest during colder winter months. Our working 
capital needs can vary significantly due to changes in the price of natural gas charged by suppliers and the 
increased gas supplies required to meet customers’ needs duiing periods of cold weather. 

Corninitted credit facilities 

As of September 30, 2008, we had three committed revolving credit facilities totaling $918 million. The 
first facility is a five-year unsecured facility, expiring December 201 1, that hears interest at a base rate or at 
the LBOR rate for the applicable interest period, plus &om 0.30 percent to 0.75 percent, based on the 
Company’s credit ratings. This credit facility serves as a backup liquidity facility for our commercial paper 
program. At the time this credit facility was established, the limit on borrowings under the facility was 
$600 million. However, in September 2008, the limit on borrowings was effectively reduced to approximately 
$3567 &on after one lender with a 5.55% share of the cofnmitrnents ceased funding under the facility. At 
September 30, 2008, there was $216.2 million available under the credit facility. 

at a base sate or the LIBOR rate for the applicable interest period, plus from 0.30 percent to 0.75 percent, 
based on the Company’s credit ratings. In September 2008, the limit on borrowings was reduced to 
approximately $283 milLion after one lender with a S.SS% share of the cornmitments ceased funding under the 
facility- At September 30, 2008, there were no borrowings under this facility. In October 2008, this facility 
was replaced upon its teimination by a $212.35 d o n  unsecured l&rl-day facility that bears interest at a base 
rate or the LBOR rate for the applicable interest period, plus from 1.25 percent to 2.50 percent, based on the 
Company’s credit ratings. 

generally based on the Federal Funds rate plus a variable magin. This facility expised on March 31, 2008 and 
was renewed effective Apnl 1,  2008 for one year with no material changes to the teims and pricing. At 
September 30, 2008, there were no boirowings under this facility. 

The second facility is a $300 million unsecured 364-day facility expiring October 2008, that bears interest 

The third facility is an $1 8 million unsecured facility that bears interest at a daily negotiated rate, 
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The availability of funds under our credit facilities is subject to conditions specified in the respective 
credit agreements, all of which we currently satisfy. These conditions include our compliance with financial 
covenants and the continued accuracy of representations and warranties contained in these agreements. We are 
required by the financial covenants in our revolving credit facilities to maintain, at the end of each fiscal 
quarter, a ratio of total debt to total capitalization of no greater than 70 percent At September 30,2008, our 
total-debt-to-total-capitalization ratio, as defined, was 57 percent. In addition, both the interest margin over the 
Eurodollar rate and the fee that we pay on unused amounts under each of our revolving credit facilities are 
subject to adjustment depending upon ow credit ratings. The revolving credit facilities each contain the same 
limitation with respect to our total-debt to-total capitalization ratio. 

Uncommitled credit facilities 

AEM has a $580 million uncommitted demand working capital credit facility. On March 31, 2008, AEM 
and the participating banks amended the facility, primarily to extend it to March 31,2009. In addition, the 
amendment removed the financial covenant relating to the amount of cumulative losses that could be incurred 
by AEM and its subsidiaries over a specific period of time and included provisions permitting the participating 
banks, or their afiiates, to participate in physical commodity transactions with AEM. 

Borrowings under the credit facility can be made either as revolving loans or offshore rate loans. 
Revolving loan borrowings will bear interest at a floating rate equal to a base rate defined as the higher of 
(i) 0.50 percent per annum above the Federal Funds rate or (ji) the lender’s prime sate plus 0.25 percent. 
Offshore rate loan borrowings will bear interest at a floating rate equal to a base rate based upon LIBOR for 
the applicable interest period plus an applicable masgin, ranging from 1.25 percent to 1.625 percent per 
annum, depending on the excess tangible net worth of AEM, as defined in the credit facility. Borrowings 
drawn down under letters of credit issued by the banks will bear interest at a floating rate equal to the base 
rate, as defined above, plus an applicable margin, which wiI1 range from 1 .OO percent to 1.875 percent per 
annum, depending on the excess tangible net worth of AEM and whether the letters of credir are swap-related 
standby letters of credit. 

AEM is required by the financial covenants in the credit facility not to exceed a rnaximum iatio of total 
liabilities to tangible net word of 5 to 1. At September 30, 2008, AEM’s ratio of total liabilities to tangible 
net worth, as defined, was 1.58 to 1. Additionally, AEM must maintain minimum levels of net working capital 
ranging fiom $20 million to $120 million and a minimurn tangible net worth ranging &om $21 million to 
$121 million. As defined in the financial covenants, at September 30, 2008, A.EM’s net working capital was 
$218.8 million and its tangible net worth was $232.5 million. 

At September 30, 2008, there were no borrowings outstanding under this credit facility. However, at 
September 30, 2008, AEM letters of credit totaling $87.9 million had been issued under the Sacility, which 
reduced the amount available by a comesponding amount The amount available under this credit facility is 
also limited by various covenants, including covenants based on working capital. Under the most restrictive 
covenant, the amount available to AEM under this credit facility was $212.1 million at September 30, 2008. 
This line of credit is collateralized by substantially all of the assets of AEM and is guaranteed by AEH. 

The Company has a $200 million intercompany uncommitted revolving credit facility with AEH. T h i s  
facility bears interest at the lower of (i) the one-month LIBOR rate plus 0.20 percent or (ii) the marginal 
borrowing rate available w the Compaoy on any such date under its commercial paper program. Applicable 
state regulatory commissions have approved this facility through December 31,2008. The Company has 
applied for renewal of these appxovaIs through December 31.2009. At September 30,2008, there were no 
borrowings outstanding under this facility. 

AEH has a $200 million intercompany uncommitted demand credit facility wih the Company, which 
bears interest at the rate of AEM’s $580 million uncommitted demand working capital credit facility plus 
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0.75 percent. Applicable state regulatory commissions have approved this facility through December 31, 2008. 
The Company has applied for renewal of these approvals through December 31, 2009. At September 30, 2008, 
there was $35.1 miIlion outstanding under this facility. 

Tn addition, to supplement its $580 million credit facility, AI334 has a $200 million intercompany 
uncommitted demand credit facility with AEH, which bears interest at the rate of AEM's $580 &on 
uncommitted demand working capital credit facility plus 0.75 percent. Any outstanding amounts under this 
facility are subordinated to AEM's $580 million uncommitted demand credit facility. At September 30, 2008, 
there was $6.5 million outstanding under this facility. 

Debt Covenants 

Tn addition to the covenants described above, our Series P First Mortgage Bonds contained provisions that 
allowed us to prepay the outstanding balance in whole at any time, subject to a prepayrnent premium. The 
First Mortgage Bonds provided for certain cash now requirements and restrictions on the incurrence of 
additional indebtedness, sales of assets and payments of dividends. In May 2008, we redeemed our Series P 
First Mortgage Bonds which were scheduled to mature in November 2013. Since the bonds have been 
redeemed and the related indenture has been discharged, the debt covenants described above no longer apply. 

We were in compliance with aU of our debt covenants as of September 30, 2008. Tf we do not comply 
with our debt covenants, we may be required to repay our outstanding balances on demand, provide additional 
collateral or take other corrective actions. Our public debt indentures relating to our senior notes and 
debentures, as well as our revolving medit agreements, each contain a default provision that is triggered if 
outstanding indebtedness arising out of any other credit agreements in amounts ranging from in excess of 
$15 &on to in excess of $100 miJlion becomes due by acceleration or i s  not paid at maturity. In addition, 
AEMs credit agreement contains a cross-default provision whereby AEM would be in default if it defaults on 
other indebtedness, as defined, by at least $250 thousand i n  the aggregate. AdditionaUy, this agreement 
contains a provision that would limit the amount of credit available if the Company were downgraded below 
an S&P rating of BBB and a Moody's rating of Bad.  

Except as described above, we have no triggering events in our debt instruments that are tied to changes 
in  specified credit ratings or stock price, nor have we entered into any transactions that wouId require us to 
issue equity based on our credit rating or other triggering events. 

Based on the borrowing rates currently available to us for debt with similar terms and remaining average 
maturities, the fair value of long-term debt at September 30, 2008 and 2007 is estimated, using discounted 
cash flow analysis, to be $1,955.5 million and $2,026.6 million. 

Maturities of long-term debt at September 30, 2008 were as foliows (in thousands): 

2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9; 785 
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  400,131 
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  360,131 
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,434 
2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  250,131 
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,110,000 

$2,123,612 
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6. Shareholders' Equity 

Stock Issuances 

During the fiscal years ended September 30,2008,2007 and 2006 we issued 1,488,146,7,587,021 and 
1,2000,115 shares of common stock. 

On December 13, 2006, we completed the public offering of 6,325,000 shares of our common stock 
including the underwriters' exercise of their overallotment option of 825,000 shares. The offering was priced 
at $31.50 per share and generated net proceeds of approximately $192 million. We used the net proceeds from 
this offering to reduce short-term debt. 

Shareholder Rights Plnn 

In November 1997, our Board of Directors declared a dividend distribution of one right for each 
outstanding share of our common stock to shareholders of record at the close of business on May 10, 1998, 
the description and terms of which were set forth in a rights agreement between us and the rights agent dated 
May 10, 1998. From that time until the expiration of the rights agreement on May 10, 2008, when all rights 
terminated, each share of common stock we issued included a right hat  entitled the holder to purchase from 
us a one-tenth share of our common stock at a purchase price of $8.00 per share, subject to adjustment. 

7. Stock and Other Compensation Plans 

Stock-Bused Compensaiwn Plans 

Total stock-based compensation expense was $14.0 million, $ I  I .9 million and $10.2 million lor the fiscal 
years ended September 30, 2008, 2007 and 2006, primarily related to restricted stock costs. 

1998 Long-Term incentive Plan 

In August 1998, the Board of Directors approved and adopted the 1998 Long-Term hcentive Plan &TIP), 
which became effective in October 1998 after approval by our shareholders. The L'i" is a comprehensive, 
long-term incentive compensation plan providing for discretionary awards of incentive stock options, non- 
qualified stock options, stock appreciation rights, bonus stock, time-lapse restricted stock, performance-based 
restricted stock units and stock urlits to certain employees and non-employee directors of the Company and 
our subsidiaries. The objectives of this plan include attracting and retaining the best personnel, providing for 
additional performance incentives and promoting our success by providing employees with the opportunity to 
acquire common stock. We are authorized to grant awards for up to a maximum of 6.5 million shares of 
cornrnon stock under this plan subject to certain adjustment provisions. As of September 30, 2008, non- 
qualified stock options, bonus stock, time-lapse restricted stock, performance-based restricted stock units and 
stock units had been issued under this plan, and 2,122,776 shares were available for future issuance. 'The 
option price of the stock options issued under this plan i s  equal to the market price of our stock at the date of 
grant. These stock options expire 10 years from the date of the grant and vest annualiy over a service period 
ranging from one to three years. However, no stock options have been granted under this pian since fiscal 
2003, except fur a Limited number of options that were converted from bonuses paid under our Annual 
Incentive Plan, the last of which occurred in fiscal 2006. 

Restricted Stock FZans 

As noted above, the LTIP provides for discretionary awards of restricted stock to help amact, retain and 
reward employees of Amos Energy and its subsidiaries. Certain of these awards vest based upon the passage 
of time and other awards vest based upon the passage of time and the achievement of specified performance 
targets. The associated expense is recognized ratably over the vesting period. The following summarizes 

90 



ATMOS ENERGY CORPORATION 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Conthued) 

information regarding the restricted stock issued under the plan during the fiscal years ended September 30, 
2008,2007 and 2006 

2006 - -.. 2008 2007 
Weighted Weighted Weighted 

Average Average Average 
Number of Grant- Number of Gmot- Number of Grant- 
Restricted Date Fair Restricted Date Fair Restricted Date Fair 

Shares Value Shares Value SLtare-s Value 

Nonvested at beginning of year . . . . .  948,717 $28.95 746,776 $26.49 592,490 $25.32 
Granted.. . . . . . . . . . . . . . . . . . . .  547,845 27.90 485,260 30.85 440,016 26.80 
Vested. . . . . . . . . . . . . . . . . . . . . .  (380,895) 27.17 (271,075) 26.12 (265,546) 24.42 
Forfeited.. . . . . . . . . . . . . . . . . . .  (18,897) 29.32 (12,244) 28.51 (20,184) 26.95 

Nonvested at end of year. ......... 1,096,770 $29.04 948,717 $28.95 746,776 $26.49 

As of September 30, 2008, there was $16.3 rniIlion of total unrecognized compensation cost related to 
nonvested restricted shares granted under the LTP. That cost is expected to be recognized over a weigbted- 
average period of' 1.5 years. The fair value of restricted stock vested during the fiscal years ended 
September 30, 2008, 2007 and 2006 was $10.3 million, $7.1 million and $6.5 million. 

----- ----- 

Stock Option Plan 

We used the Black.-Scholes pricing model to estimate the fair value of each option granted with the 
following weighted average assumptions for fiscal year 2006. No stock options were granted in fiscal years 
2007 and 2008. 

Fiscal Year Ended 
September 30, 

2006 

Valuation Assumptions 
Expected Life (yeorsf') . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7 
Interest rate(') . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.6% 
Volaaty'3' . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20.3% 
Dividend yield 4.8% . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

The expected Me of stock options is estimated based OD historical experience. 

the expected lire of the stock options. 
The voiatilily is estimated based on historical and current stock data for the Company. 

f2) The interest rate is based on the U.S. Treasury constant maturity interest rate whose term is consistent With 
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A summary of activity for grants of stock options under the LTIP iollows: 
2008 zno7 zonc 

Weighted Weighted Weighted 
Average Average Average 

Number of Exercise Number of Exercise Number of Exercise 
Options Price Options Price Options Price 

Outstanding at beginning of year. I . . 920,841 $22.54 1,017,152 $22.57 964,704 $22.20 
- __ -- _I__ 93,196 26.19 Granted. . . . . . . . . . . . . . . . . . . . .  

Exercised . . . . . . . . . . . . . . . . . . .  (7,000) 21.90 (92,071) 22.84 (40,582) 22.21 
- __ (4,240) 23.1 1 (166) 21.23 Forfeited 

Outstanding at end of year''' . . . . . . .  -- 913,841 $2254 920,841 $2254 1,017,152 $22.57 

Exercisable at end of year(') ....... 91 1,492 $22.53 908,332 $22.49 991,778 $22.48 

.................... ----- 

-- 
-- -- 

'I) The weighted-average remaining contractual life far outstanding options was 3.4 years, 4.4 years, and 
5.4 years for fiscal years 2008, 2007 and 2006. The aggregate intrinsic value of outstanding options was 
$3.3 million, $3.3 million and $3.7 million for fiscal years 2008, 2007 and 2006. 

5.3 years for fiscal years 2008, 2007 and 2006. The aggregate intrinsic value of exercisable options was 
$3.3 million, $3.3 million and $3.6 d l i o n  for fiscal years 2008, 2007 and 2006. 

Information about outstanding and exercisable options under the LTIP, as of September 30, 2008, is 

(') The weighted-average remaining contractual life for exercisable options was 3.4 years, 4.3 years, and 

reflected in the foLlowing tables: 
Options Outstanding 

Weighted 
Average Weighted 

Remaining Average 
Number of Contractual Exercise 

h u g e  of Exercise Prices Options Life (In Years) Price -- 
$15.65 to $20.24.. . . . . . . . . . . . . . .  61,833 1.4 $15.66 
$20.25 to $22.99. . . . . . . . . . . . . . . .  493,525 3.8 $21.86 
$23.00 to $26.19. . . . . . . . . . . . . . . .  358,483 3.2 $24.66 

$15.65 to $26.19.. .............. 913,841 3.4 $22.54 

Options Exerasable- 
Weighted 
Average 

Number of Exercise 
J'rice OptiOnS 

61,833 $15.66 
493,525 $21 -86 
356,134 $24.65 

9 1 1,492 $22.53 

-- 

Fiscal Year Ended Septeniber 30 
2006 20U8 2007 

a u  thousands, except per &are data) 
- ~ 

Grant date weighted average fair value per share . . . . . . . . . . . .  __. c_ $3.74 
Net cash proceeds Lrom stock option exercises.. . . . . . . . . . . . .  $151 $2,103 $ 901 
Income tax benefit from stock option exercises $ 12 $ 296 $ 78 
Total intrinsic value of options exercised . . . . . . . . . . . . . . . . . .  $ 26 $ 347 $143 

As of September 30, 2008, there was iess than $0.1 million of total unrecognized compensation cost 
related to nonvested stock options. That cost is expected to be recognized over' a weighted-average period of 

. . . . . . . . . . . . .  

0.1 years. 

92 



ATMOS EmRGY CORPORATION 

NOTF,S TO CONSOLIDATED FTNANCJAI, STATEMENTS - (Continued) 

Other Plans 

Direct Stock Purchase Plan 

We maintain a Direct Stock Purchase Plan, open to all investors, which allows participants to have all or 
part of their cash dividends paid quarterly in additional shares of our common stock. The minimum initial 
investment required to join the plan i s  $1,250. Direct Stock Purchase Plan participants may purchase additional 
shares of our common stock as often as weekly with voluntary cash payments o€ at least $25, up to an miud 
maximum of $100,000. 

Outside Directors Slack- For-Fee Plan 

In November 1994, the Board adopted the Outside Directors Stock-for-Fee Plan which was approved by 
our shareholders in February 1995 and was amended and restated in November 1997. The plan permits non- 
employee directors to receive all or part of their annual retainer and meeting fees in stock rather than in cash. 

Equity Incentive and Dejerrcd Compensatioit Plan for Nort-Employee Directors 

In November 1998, the Board of Directors adopted the Equity Incentive and Deferred Compensation Plan 
for Non-Employee Directors which was approved by our shareholders in February 1999. This plan amended 
the Amos Energy Corporation Deferred Compensation Plan for Outside Directors adopted by the Company in 
May 1990 and replaced the pension payable under our Retirement Plaii for Non-Employee Directors. The plan 
provides non-employee directors of Atmos Energy with the opportunity to defer receipt, until retirement, of 
compensation for smices rendered to the Company, invest defeired compensation into either a cash account 
or a stock account and to receive an annual grant of share units for each year of service on the Board. 

Other Discretionary Compensation Plans 

We adopted the Variable Pay Plan in fiscal 1999 €or our regulated segnents' employees to give each 
employee an opportunity to share in our financial success based on the achievement of key performance 
measures considered ~ritical to achieving business objectives for a given year and has minimum and maximum 
thresholds. The plan must meet the rninimum threshold in order for the plan to be funded and distributed to 
employees. These p e r I o m c e  measures may include earnings growth objectives, improved cash flow 
objectives or ~mcial customer satisfaction and sdety results. We monitor progress towards the achievement of 
the perfonnance measures throughout h e  year and record accruals based upon the expected payout using the 
best estimates available at the time the accrual is recorded. During the last several fiscal years, we have used 
earnings per share as our sole perforimce measure. 

We adopted our Annual Incentive Plan in October 2001 to give the employees in our nonregulated 
segments an opportunity to share in the success of the nonregdated operations. The plan is based upon the net 
earnings of the nonregulated operations and has minimum and maximum thresholds. The plan must meet the 
minimum threshold in order fur the plan to be funded and distributed to employees. We monitor the progress 
toward the achievement of the thresholds throughout the year and record accruals based upon the expected 
payout using the best estimates available at the time the accrual is recorded. 

8. Retirement and Post-Retirement Employee Benefit Plans 

We have both funded and unfunded noncontuibutory defined benefit pians that together cover substantially 
all of our employees. We also maintain post-retirement plans that provide health care benefits to retired 
employees. Finally, we sponsor defined contribution plans which cover substantially all employees. These 
plans are discussed in further detail below. 
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Effective September 30,2007, we adopted the provisions of SFAS 158, Employers' Accounting for 
Defined BeneJTt Penension atzd Other Postretirement Plans, an arnendnzerzt of FASB Statements No. 87, S8, 106, 
and 132(R). The new standard made a significant change to the existing d e s  by requiring recognition in the 
balance sheet of the overfimded or undei-funded positions of defined benefit pension and other postretirement 
plans, dong witti a corresponding noncash, after-tax adjustment to stockholders' equity. 

Additionally, this standard required that our nieasurement date correspond to the fiscal year end balance 
sheet date by as late as fiscal 2009 for the Company. Effective October 1 ,  2008, the Company adopted the 
measurement date requirement of SFAS 158 using the remeasurement approach. Under this approach, the 
Company remeasured its projected benefit obligation, fair value of plan assets and i t s  fiscal 2009 net periodic 
cost. In accordance with the transition rules of SFAS 158, the impact of changing the measurement date will 
decrease retained earnings by $7.8 million, net of tax, decrease the unrecognized actuarial loss by $9.0 million 
and innease our postretiTernent liabilities by $3.5 million as of October I ,  2008. 

As a rate regulated entity, we generally recover our pension costs in our rates over a period of up to 
15 years. Therefore, the decrease in the unrecognized actuarial loss that would have been recorded as a 
component of accumulated other comprehensive loss, net of tax, will be recorded as a reduction to a regulatory 
asset as a component of deferred charges and other assets in fiscal 2009. The change in the measurement date 
wiU not mateiially impact ttie level of net periodic pension cost we will record in fiscal 2009. 

The amounts that have not yet been secognized in net periodic pension cost that have been recorded as 
regulatory assets are as follows: 

Defined 
Benefits Plans 

September 30,2008 
Unrecognized transition obligation . . 
Unrecognized prior service cost I . . 
Unrecognized actuarial loss . . . - . . I 

September 30,2007 
Unrecognized transition obligation . . 
Unrecognized prior service cost . . . . 
Unrecognized actuarial loss . . . . . . . 

$ -  
(2,984) 
64,815 

$61,831 

$ -  
(4,142) 
3 1,022 

$26,880 

Supplemental 
Executive Postretirement 

Retirement Plans Plans 
(In thousands) 

$ -  $ 8,131 
452 - 

12,841 

$17,760 $20,972 
-- 17,308 

$ -  $ 9,642 
664 .- 

22,164 . . I " ~  (328) 
$22,828 $ 9,314 

Total 

$ 8,131 
(2,532) 
94,964 

$100,563 

$ 9,642 
(3,478) 
52,858 

$ 59,022 
I----- 

Defined Benefi Plans 

Employee Pension Plan.? 

As of September 30,2008, we maintained two defined benefit plans: the Amos Energy Corporation 
Pension Account Plan (the PIan) and the Amos Energy Corporation Retirement Plan for Mississippi Valley 
Gas Union Employees (the Union Plan) (collectively referred to as the Plans). The assets of the Plms are heId 
within the Atmos Energy Corporation Master Retirement Trust (the Master Tmst). 

The Plan is a cash balance pension plan, that was established effective January 1999 and covers 
substantially all employees of Amos Energy's regulated operations. Opening account balances were estab- 
lished for participants as of January 1999 equal to the present value of their respective accrued benefits under 
the pension plans which were previously in effect as of December 31, 1998" Tbe Pian credits an allocation to 
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each participant’s account at the end of each year according to a formula based on the participant’s age, 
service and total pay (excluding incentive pay). 

1999 for those participants who were participants in the prior pension plans. The Plan will credit this 
additional allocation each year through December 31, 2008. In addition, at the end of each year, a participant’s 
account will be credited with interest on the employee’s prior year account balance. A special grandfather 
benefit also applies through December 31, 2008, for participants who were at least age 50 as of January 1, 
1999, and who were participants in one of the prior plans on December 31, 1998. Participants fully vest i n  
their account balances after three years of service and may choose to receive their account balances as a lump 
sum or an annuity. 

Mississippi Division. Under this plan, benefits are based upon years of benefit service and average final 
earnings. Participants vest in the plan after five years and will receive their benefit in an annuity. 

Generally, our funding policy is to contribute annually an amount in accordance with the requirements of 
the Employee Retirement Income Security Act of 1974, including the funding requirements under the Pension 
Protection Act of 2006 (PPA). However, additional voluntary contributions are made born time to time as 
considered necessary. Contributions are intended to provide not oniy for benefits actributed to service to date 
but also for those expected to be earned in the future. 

Plan. These contributions achieved a desired level of firnding for this plan for the plan years 2007 and 2005. 
During fiscal 2007, we did not make any contributions to the Plans. However, based upon market conditions 
subsequent to September 30, 2008, the current funded position of the plans and the new funding requirements 
under the PPA, we believe it is reasonably possible that we will be required to contribute to the Plans in fiscal 
2009. Further, we will consider whether an additional voluntary contribution is prudent to maintain certain 
PPA funding thresholds. However, we cannot anticipate with certainty whether such contributions will be made 
and the amount of such contributions. 

We manage the Master Trust’s assets with the objective of achieving a rate of return net of inflation of 
approximately four percent per year. We make investment decisions and evaluate performance on a medim 
term horizon of at least three to five years. We also consider our current financial status when malchg 
recommendations and decisions regarding the Master Trust’s assets. Finally, we strive io ensure the Master 
Trust’s assets are appropiiately invested to maintain an acceptable level of risk and meet the Master Tmst’s 
long-term asset investment policy adopted by the Board of Directors. 

To achieve these objectives, we invest the Master Trust’s assets in equity securities, fixed income 
securities, interests in commingled pension ti-ust funds, other investment assets and cash and cash equivalents. 
Investments in equity securities are diversified among the market’s various subsectors in an efrort to diversify 
risk and maximize returns. Fixed income securities are invested in investment grade securities. Cash 
equivalents are invested in securities that either are .short term (less than 180 days) or readily convertible tu 
cash with modest risk. 

The Plan also provides for an additional annual allocation based upon a participant’s age as of January 1, 

The Union Plan is a defined benefit plan that covers substantially all full-time union employees in our 

During fiscal 2008 and fiscal 2006, we voluntarily contributed $2.3 million and $2.9 million to the Union 
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The following table presents asset allocation information for the Master Trust as of September 30, 2008 
and 2007. 

Targeted 
Security Class Atlocation Range 

Domestic equities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  35%-55% 
International equities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10%-20% 
Fixed income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10%-30% 
Company stock. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0%- 10% 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5%-15% 
Cash and equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0%-10% 

Actual 
Allocation 

September 30 
ZOO8 2007 

42.0% 44.9% 
11.0% 15.2% 
24.2% 20.1% 
10.2% 8.5% 
10.2% 9.6% 
2.4% 1.7% 

- -  

At September 30, 2008 and 2007, the Plan held 1,169,700 shares of our common stock, which represented 
10.2 percent and 8.5 percent of total Master Trust assets. These shares generated dividend income €or the Plan 
of approximately $1.5 million during ffical 2008 and 2007. 

Our employee pension plan expenses and liabilities are determined on an actuarial basis and are affected 
by numerous assumptions and estimates including the market value of plan assets, estimates of the expected 
return on plan assets and assumed discount rates and demographic data. We review the astimates and 
assumptions underlying our employee pension plans annually based upon a June 30 measurement date. The 
development of our assumptions is N l y  described ia our significant accounting policies in Note 2. The 
actuarial assumptions used to determine the pension liability for the Plans were determined as of June 30, 
2008 and 2007 and the actuarial assumptions used to deteimine the net periodic pension cost for the Plans 
were determined as of June 30, 2007, 2006 and 2005. These assumptions are presented in the following table: 

Pension 
Liability Pension Cost 

XI08 2007 2008 2007 2006 - - - - -  
Discountrate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6.68% 6.30% 6.30% 6.30% 5.00% 
Rate of compensation increase ........................ 4.00% 4.00% 4.00% 4.00% 4.00% 
Expected return on plan assets . . . . . . . . . . . . . . . . . . . . . . . .  8.25% 8.25% 8.25% 8.25% 8.50% 

96 

i 



ATMOS ENERGY CORPORATION 

NOTES TO CONSOLIDATED FINANCIAL STATEMENI'S - (Continued) 

The following table presents the Plans' accumulated benefit obligation, projected benefit obligation and 
iunded status as of September 30,2008 and 2007 based upon a June 30, 2008 and 2007 measurement date. 

2007 20"8 -- 
(m thousands) 

Accumulated benefit obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $329,023 $325,574 

Benefit obligation at beginning of year ................................... $335,581 $326,464 
Service cost. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,329 13,090 
Tnterest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  21,129 20,396 
Actuarial loss (gain). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (6,939) 4,034 
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (25,721) (28,403) 

Benefit obligatian at end of year. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  337,640 335,581 

Fair value of plan assets at beginning of year ............................. 
Actual r e m  on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (21,972) 54,762 
Employer contributions") - - 

Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (25,721) (28,403) 

Fair value of plan assets at end of year. ................................. 

Change in projected benefit obligation: 

Plan amendmerits 261 - .... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Change in plan assets: 
389,073 362,714 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

341,380 389,073 

Fundedstatus . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,740 53,492 
IJnrecognked prior service cost - - 
Unrecognized net loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Net amount recognized . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3,740 $ 53,492 

Reconciliation: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
- - 

(I) During the fourth quarter of fiscal 2008, we voluntarily contributed $2.3 milLion to the Union Pian. How- 
ever, this contribution is not reflected in  this table because it occurred after the June 30, 2008 measure- 
ment date. 

Net periodic pension cost for the Plans for fiscal 2008, 2007 and 2006 is recorded as operating expense 
and included the following componerHs: 

(In thousands) 

Components of net periodic pension cost: 
Service cost.. .................................... $13,329 $ 13,090 $ 13,465 
Interest cost.. .................................... 21,129 20,396 17,932 
Expected return on assets . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (25,242) (24,357) (25,598) 
Amortization of prior service cost. ..................... (897) (838) (9.59) 

Net periodic pension cost .......................... $ 14,801 $ 16,544 $ 15,309 

Recognized actuarial loss ............................ 6,482 8,253 10,469 --- 
--- --- 
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Supplemen fa1 Executive Benefits Plans 

We have a nonqualified Supplemental Executive Benefits Plan which provides additional pension, 
disability and death benefits to our officers, division presidents and certain other employees of the Company 
who were employed on or before August 12, 1998. In  addition, in August 1998, we adopted the Supplemental 
Executive Retirement PIan (formerly known as the Performance-Based Supplemental Executive Benefits Plan), 
which covers all employees who become officers or division presidents after August 12, 1998 or any other 
employees selected by our Board of Directors at its discretion. 

Similar to our employee pension plans, we review the estimates and assumptions underlying our 
supplemental executive benefit plans annually based upon a June 30 measurement date using the same 
techniques as our employee pension plans. The actuarid assumptions used to determine the pension liability 
for the suppIementa1 plans were determined as of June 30, 2008 and 2007 and the actuarial assumptions used 
to detexmjne the net periodic pension cost for the supplemental p h s  were determined as of June 30, 2007, 
2006 and 2005. These assumptions are presented in the following table: 

Pension 
Liabiity Pension Cost 

ZOOS 2007 200s 2007 2006 - - - - -  
Discount rate.. ................................... 6.68% 6.30% 6.30% 6.30% 5.00% 
Rate of compensation increase ........................ 4.00% 4.00% 4.00% 4.00% 4.00% 

The following table presents the supplemental plans' accumulated benefit obligation, projected benefit 
obligation and funded status as of September 30, 2008 and 2007, based upon a June 30,2008 and 2007 
measurement date. 

Accumulated benefit obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Change in projected benefit obligation: 

Benefit obligation at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Merest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Actuarial loss (gain) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Benefit obligation at end of year. ............................... 

Fair value of plan assets at beginning of year. . . . . . . . . . . . . . . . . . . . . . .  
Employer contribution. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Benefitspaid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Change in plan assets: 

2008 2007 
(In thousands) 

-- $ 83,871 $ 86,976 

~- 

-- 

$ 92,350 $ 87,499 
2,184 2,981 
5,816 5,585 

(3,634) 719 
(4,730) (4,434) 
91,986 92,350 
- ...- 

4,730 4,434 
(4,730) (4,434) 
- - -~ --- ... . . . . . . . . . . . . . . . . . . . . . . . .  Fair value of plan assets at end of year 

Funded status.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (91,986) (92,350) 

Unrecognized net loss. 

Accrued pension cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(91,986) $(92,350) 

Reconciliation: 

Unrecognized prior service cost. I ___ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
- - ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  --. ~ 

-- -- 

I 
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Assets for the supplemental plans are held in separate rabbi trusts and comprise the following: 
Unrealized 

cost Gain Value 
(In thousands) 

Holding Market 
. . ~  

As of September 30,2008: 
Domestic equity mutual funds . . . . . . . . . . . . . . . . . . . . . . . . .  $31,041 $1,231 $32,272 
Foreign equity mutual funds. .......................... 5,309 359 5,668 

$36,350 $1,590 $37,940 
- - -  
- -  - - -  

As of September 30,2007: 
Domestic equity mutual funds ......................... $32,781 $2,793 $35,574 
Foreign equity mutual Funds . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,618 1,855 6,473 

$37,399 $4,648 $42,047 
- - -  
- - -  - - -  

At September 30, 2008, we maintained an investment in one domestic equity mutual fund that was in an 
unrealized loss position as of September 30,2008. Information concerning unrealized Iosses for our 
supplemental plan assets follows: 

Less Than 12 Months 12 Months or More 
lJnrealid Unrealized -~ 

Fair Valne his Fair Value Loss --- 
On thousands) 

Domestic equity mutud fimd . . . . . .  . . . . . . . . . . .  

Because this fand is only used to fund the supplemental plans, we evaluate investment performance over 
a long-term horizon. Based upon our intent and ability to hold t h i s  investment, our ability to direct the source 
of the payments in order to maximize the life of the portfolio, the short-term nature of the decline in fair value 
and the fact that this fund continues to receive good ratings from mutual fund rating companies, we do not 
consider this impairment to be other-than-temporary as of September 30,2008. 

Net periodic pension cost for the supplemental plans for fiscal 2008, 2007 and 2006 is recorded as 
operating expense and included the following components: 

J?is'iscal \'ear Ended September 30 
2008 2007 2006 

(In thousands) 
--- 

Components of net periodic pension cost: 
Service cost. ........................................ $2,184 $ 2,981 $ 3,001 
Interest cost.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,816 5,585 4,955 
Amortization of transition asset .......................... 
Amortization of prior service cost . . . . . . . . . . . . . . . . . . . . . . . .  21 2 1,020 1,022 
Recognized actuarial loss. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,222 1,482 2,789 

-- - - 

--- 
Net periodic pension cost .... . . _ " .  . . . . . . . .  .... ........ $9,434 $11,068 $11,767 --- --- 
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Supplemental Disclosures for Defined Beizejit Plans wifh Accmulaied Benefit Obligatioizs in Excess qf Plan 
Assets 

The following summarizes key information for our defined benefit plans with accumulated benefit 
obligations in excess of plan assets. For fiscal 2008 and 2007 the accumulated benefit obligation for our 
supplemental plans exceeded the fair value of plan assets. 

Supplemental Plans 
2008 2507 
(In thousands) 
-- 

Projected Benefit Obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $91,986 $92,350 
Accumulated Benefit Obligation ................................... 83,871 86,976 
Fair Value of Plan Assets - .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Estimated Future Benefit Paymen f s 

The following benefit payments for our defined benefit plans, which reflect expected future service, as 
appropriate, are expected to be paid in the following fiscal ~7ears: 

Pension Supplemental 
Plans Plans 

(In thousands) 

2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 29,146 $i 8,047 
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29,688 4,975 
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29,896 5,913 
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30,266 5,872 
~ 0 1 3  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30,845 5,974 
2014-2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  164,866 33,971 

Postretirement Benew 

We sponsor the Retiree Medical Plan for Retirees and Disabled Employees of Atmos Energy Corporation 
(tie Atmos Retiree Medical Plan). '&is plan provides medical and prescription drug protection to all qualified 
participants based on their date of retirement. The Atmos Retiree Medical Plan provides different levels of 
benefits depending on the level of coverage chosen by the participants and the terms of predecessor plans; 
however, we generally pay 80 percent of the projeckd net claiuis and administrative costs and participants pay 
the remaining 20 percent of this cost. 

Generdy, our funding policy is to contribute annuaUy an amount in accordance with the requirements of 
the Employee Retirement Income Security Act of 1974. However, additiorial voluntary contributions are made 
annually as considered necessary. Contributions are intended to provide not only for benefits attributed to 
service to date but also for those expected to be earned in the future. We expect to contribute $1 2.7 million to 
our postretirement benefits plan during fiscal 2009. 

We maintain a formal investment policy with respect to the assets in our postretirement benefits plan to 
ensure the assets funding the postretirement benefit plan are appropriately invested to xnaintain an acceptable 
level of risk We also consider our current financial status when making recommendations and decisions 
regarding &e postretirement benefits plan. 

100 



ATMOS ENERGY CORPORATION 

NOTES TO CONSOLlDATED FINANCIAL STATEMENTS - (Continued) 

We currently invest the assets funding our postretirement benefit plan in diversified investment funds 
which consist of common stocks, preferred stocks and fmed income securities. The diversified investment 
funds may invest up to 75 percent of assets in common stocks and convertible securities. The following table 
presents asset allocation information for the postretirement benefit plan assets as of September 30,2008 and 
2007. 

Security Class 

Actual 
Allocation 

September 30 
2008 2@07 -. - 

Diversified investment funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  98.1% 98.4% 
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.9% 1.6% 

Similar to our employee pension and supplemental plans, we review the estimates and assumptions 
underlying our postretirement benefit plan annually based upon a June 30 measurement date using the same 
techniques as our emphyee pension plans. The actuarial assumptions used to determine the pension liability 
for our postretirement plan were determined as of June 30, 2008 and 2007 and the actuarial assumptions used 
to determine the net periodic pension cost for the postretirement plan were determined as of June 30, 2007, 
2006 and 2005. The assumptions are presented in the following table: 

Postretirement 
Liability Postretirement Cost 

2008 2007 2008 2007 2006 - - - - -  
Discount rate.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6.68% 6.30% 6.30% 6.30% 5.00% 
Expected return on plan assets ...................... 5.00% 5.00% 5.00% 5.20% 5.30% 
Initial trend rate. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8.00% 8.00% KOO% 8.00% 9.00% 
Ultimate trend rate. .............................. S.OO% 5.00% 5.00% 5.00% 5.00% 
Ultimate trend reachedin.. ........................ 2014 2010 2011 2010 2010 
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"he following table presents the postretirement plan's benefit obligation and funded status as of 
September 30,2008 and 2007, based upon a June 30,2008 and 2007 measurement date. 

2008 2007 
(in thousands) 

Change in benefit obligation: 
Benefit obligation at beginning of year ......................... $I 175,585 
Servicecost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,367 
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,648 
Plan yarticipan~s' contributions ............................... 2,879 
Actuarial loss (gain) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,401 
Benefits paid. ............................................ (11,008) 

193,997 

Subsidy payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  125 

Benefit obligation at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

$ 160,901 
1 1,228 
10,561 
3,605 

470 
(I 1,305) 

125 

175,585 
Change in plan assets: 

Fair value of plan assets at beginning of year. .................... 44,800 
Actual return on plan assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8,782) 6,371 
Employer contributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,613 11,899 
Plan participants' contributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,879 3,605 
Benefits paid. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ( I  1,008) (1 1,305) 

Fair value of plan assets at end of year ......................... 55,370 

Reconciliation: 
Funded status, . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (145,925) (120,215) 

55,370 

48,072 

Unrecognized transirion obligation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - 
UN~CO~II~ZCX~ prior service cost. - - 
Unrecognized net loss. __ - 

.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Accrued postretirement cost ........................ . . . . . . . . . . .  $(145925) $(120,215) 

Net periodic postretirement cost for fiscal 2008, 2007 aud 2006 is recorded as operating expense and 
inciuded the components presented below. 

Fiscal Year Ended September 30 
2008 2.007 2006 

(In thousands) 
--- 

Components of net periodic postretirement cost 
Service cost, . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $13,367 $11,228 $13,083 
interest cost. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,648 10,561 8,840 
Expected return on assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,861) (2,388) (2,187) 
Amortization of transition obligation . . . . . . . . . . . . . . . . . . . . .  I .5 1 1 1,512 1 5 1  1 

....................... 33 36 1 Amortization of prior service cost. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I_ - 1,280 Recognized actuarial loss. 

Net periodic postretirement cost . . . . . . . . . . . . . . . . . . . . . . .  $23,665 $20,946 $22,888 

I 

-- - - 
--- --- 
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Assumed health care cost trend rates have a significant effect on the amounts reported for the plan. A 
one-percentage point change in assumed health care cost trend rates would have the following e€fects on the 
latest actuarial calculations: 

1Percentage I-Percentage 
Point Increase Point Decrease 

(In thousands) 

Effect on total service and interest cost components . . . . . . . . . . . . . .  9; (3,301) 
Effect on postretirement benefit obligation $22,620 $(19,115) 

$ 3,980 
. . . . . . . . . . . . . . . . . . . . .  

We are currently recovering other postretirement benefits costs through our regulated rates under 
SFAS 106 accrual accounting in substantially all of our service areas. Other pos&etirement benefits costs have 
been specifically addressed in rate orders in each jurisdiction served by our KentuckyMd-States Division and 
our Mississippi Division or have been included in a rate case and not disallowed. Management believes that 
accrual accounting in accordance with SFAS 106 is appropriate and will continue to seek rate recovery of 
accrual-based expenses in i t s  ratemaking jurisdictions that have not yet approved the recovery of these 
expenses. 

Eslimated Fufure Benefit Pa.ynretztbs 

The following benefit payments paid by us, retirees and prescription drug subsidy payments fur OUT 

postretirement benefit plans, which reflect expected future service, as appropriate, are expected to be paid in 
the following fiscal years: 

Total 
Company Retiree Subsidy PosWement 

@I thousands) 
Payments Paymenb Payments . BiXlefits. 

2009.. ................................ $ 12,703 $ 2,805 $149 $ 15,657 
2010 .................................. 10,262 3,199 77 13,538 
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,821 3,637 I 15,458 
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,352 4,092 - 17,444 
2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,759 4,537 - 19,296 
2014-2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  100,192 30,408 130,600 

Defined Contribution Plans 

As of September 30,2008, we maintained three defied contribution benefit plans: the Atmos Energy 
Corporation Retirement Savings Plan and Trust (the Retirement Savings Plan), the Atmos Energy Corporation 
Savings Plan for MVG Union Employees (the Union 401K Plan) and the Atmos Energy Marketing, U C  
401R Profit-Sharing PIan (the AEM 401K Profit-Sharing Plan). 

to the provisions of Section 401(k) of the Internal Revenue Code. Effective January 1 ,  2007, employees 
automatically became participants of the Retkernent Savings PIan on the date of employment Participants 
may elect a salary reduction ranging from B minimum of one percent up to a maximum of 65 percent of 
eligible compensation, as defined by the Plan, not to exceed the maximum allowed by the Internal Revenue 
Service. New participants are automatically enrolled in the Plan at a salary reduction amount of four percent 
of eligible compensation, horn which they may opt out. We match I00 percent of a participant’s contributions, 
M t e d  to four percent of the participant’s salary, in our common stock. However, participants have the option 
to immediately transfer this matching contribution into other funds held within the plan. Participants are 
eligible to receive matching contributions after completing one year of service. Participants are also permitted 
to take out loans against their accounts subject to certain restrictions. 

The Retirement Savings Plan covers substantially all employees in OUT regulated operations and i s  subject 
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The Union 401K Plan covers substantially all Mississippi Division employees who are members of the 
International Chemical Workers Union Council, United Food and Cornmwcial Workers Union International 
(the Union) and is subject to the provisions of Section 401(k) of the Internal Revenue Code. Employees of the 
Union automatically become participants of the Union 401K plan on the date of union membership. We match 
50 percent of a participant’s contribution in cash, limited to six percent of the participant’s eligible 
contribution. Participants are also permitted to take out loans against their accounts subject to certain 
restrictions. 

Matching contributions to the Retirement Savings Plan and the Union 401K Plan are expensed as incurred 
and amounted to $8.9 million, $8.3 million, and $7.0 million for fiscal years 2008, 2007 and 2006. l l ie Board 
of Directors may also approve discretionary contributions, subject to the provisions of the Internal Revenue 
Code of 1986 and applicable regulations of the Internal Revenue Service. No discretionary contributions were 
made for fiscal years 2008,2007 or 2006. At September 30,2008 and 2007, the Retirement Savings Plan held 
3.4 percent and 3.1 percent of our outstanding common stock. 

The AEM 401K Profit-sharing Plan covers substantially all AEM employees and is subject to the 
provisions of Section 401(k) of the Internal Revenue Code. Participants m y  elect a salary reduction ranging 
Erom a minimum of one percent up to a maximum of 65 percent of eligible compensation, as defined by the 
Plan, not to exceed the maximum allowed by the Internal Revenue Service. The Company may elect to make 
safe harbor contributions up to three percent of the employee’s salary which vest immediately. The Company 
may also make discretionary profit sflaring contributions to the AEM 401K Profit-sharing Plan. Participants 
become fully vested in the discretionary profit-sharing contributions after three years of sewice. Participants 
are also permitted to take out loans against their accounts subject to certain restrictions. Discretionary 
contributions to the AEM 401R Profit-Sharing Plan are expensed as incuned and amounted to $0.5 million, 
$0.8 million and $0.8 miIlion for fiscal years 2008, 2007 and 2006. 

9. Details of Selected Consolidated Balance Sheet Captions 

The following tables provide additional information regarding the composition of certain of our balance 
sheet captions. 

Accounts receivable 

Accounts receivable was comprised of the following at September 30, 2008 and 2007: 
Sentember 30 

2008 2007 
(Iu thousnnds) 

Billed accounts receivable ...................................... $41 1,225 $325,721 
Wnbilled revenue.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  49,496 44,913 
Other accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  31,731 25,659 

Total accounts receivable. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  492,452 396,293 
Less: allowance for doubtful accounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (15,301) ( I  6,160) 

--. 

-- 
Net accounts receivable. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $477,15 1 $3210,133 
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Other current assets 

Other current assets as of September 30, 2008 and 2007 were comprised of the following accounts. 
Scotemher 30 

2008 2007 
(In thousands) 

Assets from risk management activities ............................ $ 68,291 $ 20,129 
Deferred gas costs. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  55,103 14,797 
Taxes receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  22,052 33,002 
Current deferred tax asset . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 4,664 
Prepaid expenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16,738 16,510 
Current portion of leased assets receivable. . . . . . . . . . . . . . . . . . . . . . . . . .  2,973 2,973 
Materials and supplies ......................................... 4,304 5,563 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,158 13,551 

Total.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $184,619 $111,189 

Propeq, plant and equipment 

Property, plant and equipment was comprised of the foIlowing as of September 30,2008 and 2007: 
September 30 

2008 2007 
(Jn thousands) 

~- --- 
Production plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 21,958 $ 12,578 
Storageplant 150,984 149,164 
Transmission plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  942,169 909,582 

General plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  597,460 560,400 
Intangible plant. ......................................... 66,919 67,168 

5,650,096 5,326,621 
Construction in progress ................................... 80,060 69,449 

5,730,156 5,396,070 
Less: accumulated depreciation and amortization . . . . . . . . . . . . . . . . .  ( I  ,593,297) (1,559,234) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Distribution plant ........................................ 3,870,606 3,627,729 

Net property, plant and equipment .......................... $4,136,859 $ 3,836,836 
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Deferred charges and other assets 

Deferred charges and other assets as of September 30, 2008 and 2007 were comprised of the following 
accounts. 

Scotember 30 
2008 2007 -- ~- 

(Io thoosands) 

Pension plan assets in  excess of plan obligations . . . . . . . . . . . . . . . . . . . . .  $ 7,997 $ 55,785 
Marketable securities.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  37,940 42,047 
Regulatory assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  130,785 90,825 
Deferred fmancing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  35,378 39,866 

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,077 19,436 
To . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $225,650 $253,494 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Assets from risk management activities 5,473 5,535 

Other currefit liabilities 

Other current liabilities as of September 30,2008 and 2007 were comprised of the foIlowing accounts. 

Customer deposits.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Acmed employee costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Deferred gas costs.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Accrued interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Liabiltties from risk management activities . . . . . . . . . . . . . . . . . . . . . . . . .  
Taxes payable. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Regulatory cost of removal accrual . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Pension and postretirement obligations. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Current deferred bx liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

September 30 
200s 2007 

(In thousands) 

$ 75,297 $ 83,833 
42,956 35,188 
76,979 84,043 
52,366 51,523 
58,914 21,339 
53,639 50,288 
16,950 13,250 
18,628 24,182 
1,833 - 

62,810 44,627 

$460,372 $408,273 
-- 
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Deferred crcdifs and other liabilities 

Deferred credits and other liahilities as of September 30, 2008 and 2007 were comprised of the foIlowing 
accounts. 

September 30 
2008 2007 

__. 

Postretirement obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Retirement plan obligations. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Customer advances for construction. .............................. 
Re,oulatory liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Uncertain tax positions ........................................ 

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Tatal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Asset retirement obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Liabilities from risk management activities . . . . . . . . . . . . . . . . . . . . . . . . .  

(In thousands) 

$137,075 $1 11,365 
88,143 90,243 
17,814 18,173 
5,639 7,503 
5,883 8,966 
6,731 
5,369 290 

727 7,002 

$267,381 $243,542 

10. Earnings Per Share 

Basic and diluted earnings per share for the fiscal years ended September 30 are calculated as follows: 
2508 2007 2006 
(In thousands, except per share data) 

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $180,331 $168,492 $147,737 

common shares.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  89,385 86,975 80,731 

Restricted and other shares. . . . . . . . . . . . . . . . . . . . . . . . . .  790 620 55 1 
Stock options. ................................... 97 150 108 

Denominator for diluted income per share --weighted average 
common shares. .................................. 90,272 87,745 81,390 

Netincomepershare-basic . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2.02 $ 1.94 $ 1.83 

Net income per share-diluted ........................ $ 2.00 $ 1.92 $ 1.82 

There were no out-of-the-money options excluded from the computation of diluted earnings per share for 

Denominator for basic income per share --- weighted average 

EEect of dilutive securities: 

the iiscd year ended September 30, 2008,2007 and 2006. 
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11. Income Taxes 

The components of inconie tax expense from continuing operations for 2008, 2007 and 2006 were as 
follows: 

2008 2007 2006 
(In thousands) 

Current 
Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 7,161 $22,616 9; 838 
State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,696 9,810 2,623 

Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  85,573 56,349 77,154 
State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,367 5,772 9,024 

Investment tax credits ................................. (424) (455) (486) 

$112,373 -- $94,092 $89,153 

Deierred 

-- 
Reconciliations of the provision for income taxes computed at the statutory rate to the reported provisions 

for income taxes from continuing operations for 2008,2007 and 2006 are set forth below: 
2007 20116 2008 

(In thousands) 

Tax at statutory rate of 35%. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $102,446 $91,904 $82,912 
Common stock dividends deductible for tax reporting. . . . . . . . . .  (1,363) (1,233) (1,180) 
Depreriationlamortization - (4,727) - 

I (1,890) - Tax exempt income ................................... 
State taxes (net of federal benefit) ........................ 12,523 10,253 7,570 
Other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,233) (215) (149) 

lncome tax expense ................................... $1 12,373 $94,092 $89,153 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

-- -- 
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Deferred income taxes reflect the tax effect of diffesences between the basis of assets and liabilities fur 
book and tax purposes. The tax effect of temporary differences that gave r ise to significant components of the 
deferred tax liabilities and deferred tax assets at September 30, 2008 and 2007 are presented below: 

2008 2007 
(In thousands) 

-- 
Deferred tax assets: 

Costs expensed for book purposes and capitalized for tax purposes. . . . - 
Accruals not currently deductible for tax purposes . I I . . . . . . . . . . . . . . 
Customer advances I . . . I . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . 
Nonqualified benefit plans. . . . . . . I . . . . . . . . . . . . . . . I . . . . . I . . . 
Postretirement benefits I . . . . . . . . . . I . I . . . . . . . . . . . . . . . . . . . . I . 
Treasury lock agreement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Unamortized investment tax credit I . . . . . . . . . I , . . . . I . . . . . . . . . 
Regulatory liabilities . . . I . . . . . . . . . . . I . . . . . . . . . . . I . . . . . I . . . . . 
Tax net operating loss and credit carryforwards . . , . . . . . . . . . . . . . . 
Other,net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total deferred tax assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Deferred tax liabilities: 

Difference in net book value and net tax value of assets. . I . . . . . . . . - 
Pension funding . . . . . I . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Gas cost adjustments. . . . . . . . . . . . I . . . . . . . . . . . . . . . , . . . . . . . . . . 
Regulatory assets . . , . , . . . . . . . ~ , . . . . . . . . . . . . . . . . . I . . . . . . 
Cast capitalized for book purposes and expensed for tax purposes - . . . . 
Diflerence between book and tax on mark to market accounting. . . . , . . 
Other,net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total deferred tax liabilities . . . I . . . . .I . . . . . . . . . . . . . . . . . . . . . . . 
Net deferred tax Liabilities. . . . . . . . . . . . . . . . . I . . . . . . . . . . . . . . . , . 
SFAS No. 109 deferred credits for rate regulated entities . . . . . . . . , . . . . . 

$ 16,305 
1 1,627 
6,769 

39,632 
46,319 

6,806 
345 
91 1 
616 
543 

129,873 

(534,607) 
(25,777) 
(5,362) 

(568) 

(6,694) 

- 

(573,008) 

$(443,135) 

$ 2,397 

$ 15,047 
1 1,097 
6,906 

33,111 
40,984 

8,735 
506 
966 

2,505 
3,976 

123,833 

(426,772) 
(30,557) 
( 1  2,547) 

(1,131) 
(5, I 84) 

( I  1,766) 
(1,781 1 

(489,738) 

$(365,905) 

$ 2,541 

We have tax carryforwards relating to state net operating losses amounting to $0.6 million. Depending on 
the jurisdiction in which the net operating Ioss was generated, the state net operating losses will begin to 
expire between 2013 and 2027. 

rn June 2006, the FASB issued Jnterpsetation No. 48, Accounting for Uncei-fainty in Iiicorne Tares, an 
iiitciyretation of FASB Statement No. 109. E;IN 48 addresses the determination of whether tax benefits claimed 
or expected to be claimed on a tax return should be recorded in the financial statements. 'TJnder FIN 48, the 
Company may recognize the tax benefit from uncertain tax positions only if i t  i s  at least more likely than not 
that the tax position will be sustained on examination by the taxing authorities, based on the technical merits 
of' the position. The tax benefits recognized in the financial statements from such a position should be 
rneasured based on the largest benefit that has a greater than fifty percent likelihood of being realized upon 
settlement with the taxing authorities. FIN 48 also provides guidance on derecognition, ClaSSifkatiOR, interest 
and penalties on income taxes, accounting in interim periods and requires increased disclosures. 
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We adopted the provisions of FIN 48 on October I ,  2007. As a result of adopting FIN 48, we determined 
that we had $61 million of liabilities associated with uncertain tax positions. Of this amount, $0.5  nill lion was 
recognized as a result of adopting FLN 48 with an offsetting reduction to retained earnings. 

Prior to October 1, 2007, the $5.6 n f i o n  Liability previously recorded for uncertain tax positions was 
reflected on the consolidated balance sheet as a component of deferred income taxes. As a result of adopting 
F;IN 48, we recorded a $3.7 million liability as a component of other current liabilities and $2.4 million as a 
coniponent of deferred credits and other liabilities, with offsetting decreases to the deferred hcome tar; 
liability. 

As of September 30, 2008, we had recorded liabaties associated witli uncertain tax positions totaling 
$6.7 million. The realization of all of these tax benefits would reduce our income tax expense by 
approximately $6.7 miuion. 

September 30, 2008 (in thousands): 
The following table presents the changes in unrecognized tax benefits for the fiscal year ended 

Total unrecognized tax benefits at October 1 ,  2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Gross increases for current year's tax positions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Gross increases for prior years' tax positions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Gross decreases for prior years' tax positions.. ............................... 

$6,156 

5,082 
(528) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Settlements (3,978) 
Total unrecognized tax benefits at September 30,2008 . . . . . . . . . . . . . . . . . . . . . . . . . . .  

We recognize accrued interest related to unrecognized tax benefits as a component of interest expense. 
We reco-gize penalties related to unrecognized tax benefits as a component of miscellaneous income (expense) 
in accordance with regulatory requirements. We recognized a tax benefit of $1 "2 million related to penalty and 
interest expenses during the fiscal year ended September 30, 2008. 

We file income tax returns in tbe US. federal jurisdiction as well as in various states where we have 
operations. We have concluded substantially all U.S. federal income tax matters through fiscal year 2004. 

$6,731 

12. Cfimnitmeuts and Contingencies 

Litigution 

Colorado- Karzsas Division 

We are a defendanr in a lawsuit originaUy filed by Quinque Operating Company, Toni Boles and 
Robert Ditto in  September 1999 in the District Court of Stevens County, Kansas against more than 
200 companies in the uatural gas industry. The plaintiffs, who purport to represent a class of royalty owoers, 
allege that the defendants have underpaid royalties on gas taken from wells situated on non-federal and non- 
Indian lands in Kansas, predicated upon allegations that the defendants' gas measurements were inaccurate. 
The plaintiffs have not specifically alleged an amount of damages. We are also a defendant, along with over 
50 other companies in the natural gas industry, in another proposed class action lawsuit fiied in the same court 
by Will Price, Tom Boles and The Cooper Clarke Foundation in May 2003 involving similar allegations. We 
believe that the plaintiffs' claims are lacking in merit and we intend to vigorously defend these actions. While 
the results cannot be predicted with certainty, we believe the final outcome of such litigation will not have a 
material adverse effect on our financial condition, results of operations or cash flows. We are also a defendant 
in another lawsuit entitled Jn Re Natural Gas Royalties Qui Tarn Iitigation, involving similar allegations fled 
in June 1997 in the United States District Court for the District of Colorado, which was later transferred to the 
Uuited States District Court for the District oi Wyoming, where it was consolidated with approximately 50 
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additional lawsuits in October 1999, In October 2006, the District Court granted the defendants' motion to 
dismiss this lawsuit for lack of subject matter jurisdiction. The plaintiffs have appealed this dismissal order on 
which oral arguments were heard by the United States Court of Appeals for the Tenth Circuit in September 
2008. The appeal has yet to be ruled on by the Tenth Cicuit. 

We are a party to other litigation and claims that have arken in the ordinary course of our business. 
While the results of such litigation and claims cannot be predicted with certainty, we believe the final outcome 
of such litigation and claims will not have a material adverse effect OR our financial condition, results of 
operations or cash flows. 

Environmcntul Mafters 

Former Manufactured Gas Plant Sites 

We are the owner or previous owner of former manufactured gas plant sites in Johnson City and Bristol, 
Tennessee, Keokuk, Iowa, Hannibal, Missouri, and Owensboro, Kentucky, which were used to supply gas prior 
to the availability of natural gas. The gas manufacturing process resulted in certain byproducts and residual 
materials, including coal tar. The manufacturing process used hy our predecessors was an acceptable and 
satisfactory process at the time such operations were being conducted. Under current environmental protection 
laws and regulations, we may be responsible for response actions with respect to srich materials if response 
actions are necessary. We have taken removal actions with respect to the sites that have been approved by the 
applicable regulatory authorities in Tennessee, Iowa, Missouri, Kentucky and the United States Environmental 
Protection Agency. 

We are a party to other environmental matters and claims that have arisen in the ordinary course of OM 

business. While the ultimate results of response actions to these environmental matters and claims cannot be 
predicted with certainty, we believe the final outcome of such response actions will not have a material 
adverse effect on om financial condition, results of operations or cash flows because we believe that the 
expenditures related to such response actions will either be recovered through rates, shared with other parties 
or are adequately covered by insurance. 

Purchase Commitment's 

AEM has commitments to purchase physical quantities of natural gas under contracts indexed to the 
forward NYMEX strip or fixed price contracts. At September 30, 2008, AEM was committed to purchase 
5.5.8 Bcf within one year, 35.6 Bcf within one to three years and 0.5 Bcf dter three years under indexed 
contracts. AEM is committed to purchase 1.5 Bcf within one year and less than 0.1 Bcf within one to three 
years under fixed price contracts with prices ranging from $3.58 to $13.20 per Mcf. Purchases under these 
contracts totaled $3,075.0 Wion ,  $2,065.1 million and $2,124.3 million for 2008, 2007 and 2006. 

Our natural gas distribution divisions, except for our Mid-Tex Division, maintain supply contracts with 
several vendors that generally cover a period of up to one year. Commitments €or estimated base gas volumes 
are established under these contracts OD a monthly basis at contractually negotiated prices. Commitments for 
incremental daily purchases are made as necessary during the month in accordance with the terms of the 
individual contract. 
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Our Mid-Tex Division maintains long-term supply contracts to ensure a reliable source of gas for our 
customers in its service area which obligate it to purchase specified volumes at market and fixed prices. The 
estimated commitments under these conkacts as of September 30,2008 are as foUows (in thousands): 

2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $418,949 
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  99,885 
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,569 
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,580 
2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,068 
Thereafter ........................................................... 2,978 

$550,029 

Other Continipencies 

In December 2007, the Company received data requests from the Division of Investigations of the Office 
of Enforcement of the Federal Energy Regulatory Commission (the “Commission”} in connection with its 
investigation into possible violations of the Cornmission’s posting and competitive bidding regulations for pre- 
arranged released finn capacity on natural gas pipelines. We have responded timely to two sets of data 
requests received from the Commission and are fully cooperating with the Cornmission during this 
investigation. 

Subsequent to responding to the second set of data requests, the Commission agreed to allow the 
Company to conduct our own internal investigation into compliance with the Commission’s d e s ,  and we will 
provide the results of this internal investigation to the Conmission upon its completion. We currently are 
unable to predict the final outcome of this investigation or the potential hippact it could have on our iInancial 
position, results of operations or cash flows. 

On September 1, 2008, a Texas Railroad Commission rule, which is applicable to all natural gas 
distribution companies operating in Texas, became effective concerning the replacement of known compression 
couplings at pre-bent gas meter risers. Compliance with this rule should not have a significant impact on our 
West Texas Division but will require us to spend significant amounts o i  capital in  OUT Mid-Tex Division. The 
completion date required by the Railroad Cornmission of Texas for the replacement of known compression 
couplings at pre-bent gas meter risers is November 2009 and the Mid-Tex Division is on target to meet this 
requirement. Compliance with this rule will require us to expend significant amounts of capital but these 
prudent and mandatory expenditures should be recoverable though ow iates in h e  Mid-Tex Division. As il 
result, we anticipate no long-term adverse impact on our financial position, results of operations or cash flows. 

13. Leases 

Leasing Operations 

Atmos Power Systems, Jnc. has constructed electric peaking power-generating plants and associated 
facilities and entered into agreements to either lease or sell these plants. We completed a sales-type lease 
transaction for one distributed electric generation plant in 2001 and a second sales-type lease transaction iu 
2003. In connection with these lease transactions, as of September 30, 2008 and 2007, we had receivables of 
$13.8 million and $16.4 million and reco,pized income of $1.3 million, $1 .S million arid $1.7 million for 
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fiscal gears 2008, 2007 and 2006. The future minimum lease payments to be received for eacb of the five 
succeeding fiscal years are as follows: 

Minimum 
Lease 

Receipts 
(Ill ulousands) 

2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3,030 
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,973 
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,973 
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,973 
2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,824 
Tbereafta - 
Total minimum lease receipts. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $13,773 

- 

.... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Capifal and Uperating Lcases 

We have entered into non-cancelable operating leases for office and warehouse space used in our 
opemtions. The remaining lease terms range from one to 20 years and generally provide ior the payment of 
taxes, insurance and maintenance by the lessee. Renewal options exist for certain of these leases. We have also 
entered into capital leases for division offjces and operating facilities. Propem, plant and equipment included 
amounts for capital leases of $1.3 million and $4.6 miUion at September 30, 2008 and 2007. Accumulated 
depreciation for these capital leases totaled $0.7 million and $3.2 million at September 30, 2008 and 2007. 
Depreciation expense for these assets is included in consolidated depreciation expense on the consolidated 
statement of income. 

The related future minimum lease payments at September 30, 2008 were as follows: 
Capital Operatiig 
Leases Lfxisf5 

(In thousands) 

2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 186 $ 18,374 
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  186 17,496 
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  186 16,429 
2012 ........................................................ 186 15,789 
2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  186 15,135 
Thereafter.. .................................................. 822 97,094 
Total minimum lease payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,752 $1 80,3 17 

Less amount representing interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Present vdue of net minimum lease payments ......................... 

Consolidated lease and rental expense amounted to $14.2 million, $1 1.3 million and $1 1.4 million for 

746 
$1,006 

fiscal 2008, 2007 and 2006. 

14. Concentration of Credit Risk 

Credit risk is the risk of f'rnancial loss to us if a customer fails to perform its contractual obligations. We 
engage in transactions for the purchase and sale of products and services with major companies in the energy 
industry and with industrial, commercial, residential and municipal energy consumers. These transactions 
principally occur in rhe southern and midwestern regions of the United States. We believe that this geographic 
concentration does not contribute significantly to our overall exposure to credit risk. Credit risk associated 
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with trade accounts receivable for h e  natural gas distribution segnent is mitigated by the large number of 
individual customers and diversity in our customer base. "he credit iisk for our orher segments is not 
significant 

policies with respect to its counterparties that it believes minimizes overall credit risk. Where appropriate, such 
policies iuclude the evaluation of a prospective counterparty's financial condition, collateral Iequirements, 
primarily consisting of letters of credit, and the use of standardized agreements that facilitate the netting of 
cash flows associated with a single counterparty. AEM also monitors the iinancial condition of existiug 
counterparties on an ongoing basis. Customers not meeting minimum standards are required to provide 
adequate assurance of fiiancial performance. 

AEM maintains a provision for credit losses based upon factors surrounding the credit risk of customem 
historical trends, consideration of the cument credit environment and other information. We believe, based on 
our credit policies and our provisions for credit losses as of September 30, 2008, that our financial position, 
results of operations and cash flows will not be materially affected as a result of nonperfonnance by any single 
counterparty. 

AEM's estimated credit exposure is monitored in terns of the percentage of its customers, including 
affiliate customers, that are rated as investment grade versus aon-investment grade. Credit exposure is defined 
as the total of (1) accounts receivable, (2) deljvered, but unbiUed physical sales and (3) ma&-to-market 
exposure for sales and purchases. Investment gnde determinations are set internally by AEM's credit 
department, but are primarily based on external ratings provided by Moody's Investors Service Inc. (Moody's) 
and/or Standard & Poor's Corporation (S&P). For non-rated entities, the default rating for municipalities is 
investment grade, while the default rating for non-guaranteed industrials and commercials is non-investment 
grade. The following table shows the percentages related to h e  investnlent ratings as of September 30, 2008 
and 2007. 

Customer diversification also helps mitigate AEM's exposure to medit risk. M M  maintains credit 

September 30, September 30, 
200% 2007 

Investment grade ........................................ 52% 53% 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  47% 48% Non-investment grade. - - 

.... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  100% 100% Total - - - .___ 

The following table presents our financial instrument counterparty credit exposure by operating segment 
hased upon the unrealized fair value of our financial instruments that represent assets as of September 30, 
2008. Tnvestment grade counterparties have minimum credit ratings of BBB-, assigned by S&F; or Baa3, 
assigned by Moody's. Non-investment grade counterparties are composed of counterparties that are below 
investment grade or that have not been assigned an internal investment grade rating due to the short-term 
nature of the contracts associated with that counterparry. This category is cornposed of numerous srnalIer 
couriterparties, none of which i s  indiT4dualXy significant 

Natural Gas Natural Gas 
Distribotion Marketing 
Segment"' Segment Consnlidated 

(In thousands) 

Natural Gas Natural Gas 
Distribotion Marketing 
Segment"' Segment Consnlidated 

(In thousands) 

Trivestment grade counterparties ..................... $- $42,220 $42,220 
................. - 4,696 4,696 Non-investment grade counterparties - 

$46,916 $46,916 $-- - - 
(l) Counterparty risk for our natural gas distribution segment is minimilad because hedging gains and losses 

are passed through to our customers. 
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15. Supplemental Cash Flow Disclosures 

Supplemental disclosures of cash flow information for fiscal 2008, 2007 and 2006 are presented below. 

2007 2006 ~- -- 2008 
(In thousands) 

Cash paid for interest" . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $139,958 $151,616 $149,031 
Cashpaidforincometaxes.. . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3,483 $ S,939 $ 77,265 

There were no significant noncash investing and financing transactions during fiscal 2008, 2007 and 
2006. All cash flows and noncash activities related to our commodity financial instruments are considered as 
operating activities. 

16. Segment Inforination 

Amos Energy Corporation and its subsidiaries are engaged primarily in the regulated natural gas 
distribution, transmission and storage business as well as other nonregulated businesses. We distribute natural 
gas through sales and transportation arrangements to approximately 3.2 miIJion residential, commercial, public 
authority and industrial customers through our six re,oulated natural gas distribution divisions, which cover 
service areas located in 12 states. In addition, we transport natural gas for others through our distribution 
system. 

Through our nonregulated brisinesses, we primarily provide natural gas management and marketing 
services to municipalities, other local distribution companies and industrial customers primarily in the Mdwest 
and Southeast. Additionally, we provide natural gas transportation and storage services to certain of our natural 
gas distribution operations and to third parties. 

We operate the Company through the following four segments: 

The natural gas distribufion segment, which includes our regulated natural gas distribution and related 
sales operations. 

The regulated transmission and storage ,segrneti!, which includes the regulated pipeline and storage 
operations of the Atmos Pipeline --Texas Division. 

The nahtral gas markling segmnf, which includes a variety of nonregulated natural gas management 
services. 

The pipelitre, storage and olhcr segnzeni, which includes our nonregulated natural gas transmission and 
storage services. 

Our determination of reportable segments considers the strategic operating units under which we manage 
sales of various products and services to customers in differing regulatory environments. Although our natural 
gas distribution segment operations are geographically dispersed, they are reported as a single segment as each 
natural gas distribution division has similar economic characteristics. The accounting policies of the segments 
are the same as those described in the summary of significant accounting policies. We e.valuate performance 
based on net income or loss of the respective operating units. Interest expense is allocated pro rata to each 
segment based upon our net investment i n  each segment. Income taxes are allocated to each segment as if 
each segment's taxes were calculated on a separate return basis. 
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SuIrunarized income statements and capital expenditures by segment are shown in the following tables. 
Yew Ended September 30,2008 

Regalated Pipeline, 
Natural Gas '&ammission Natural Gas Storage 
Distribution and Storage Marketing and Other EIimioations Consolidated 

(In t h o r n & )  
Operating revenues from 

external parties. . . . . . . . . . . . 
Intersegment revenues . I . . . . . . 

$3,654,338 
792 

Purchased gas cost. . . . . . . I . . I 

Gross profit. . I I . . . . . . . . . . 
Operating expenses 

Operation and maintenance. . . 
Depreciation and 

amortization . . . . . . . . . . . . 
Taxes, other than income . /. I . 

Total operating expenses . . . . . . 
Operating income . . . . . . . . . . I 
Miscellaneous income . . . . . . . . 
Interest charges . . . . . . . . . . . . . 
lncome before income taxes. . . . 
lnconie tax expense. . , . . . . I . . 

Net income . . . . . . . . . . . 
Capital expenditures . . . . . I . . . 

3,655,130 
2,649,064 

1,006,066 

389,244 

177,205 
178,452 

744,90 I 

261,165 
9,689 

1 17.933 

--- 

152,921 
60,273 

$ 92.648 

$ 386,542 

$108,116 
87,801 

195,917 
- 

195,917 

77,439 

19,899 
8,834 

106,172 

89,745 
1,354 

27.049 

64,050 
22,625 

$ 41,425 

.$ 75,071 

$3,436,563 
851,299 

4,287,862 
4,194,841 

93,021 

30,903 

1,546 
4.1 80 

$22,288 
9,421 

31,709 
3,396 

28,3 13 

- . ~  

4,983 

1,792 
3.289 

36,629 

56,392 
2,022 
9,036 

49,378 
19,389 

$ 29,989 

$ 340 

8,064 

20,249 
8,428 
2,322 

26,355 
10,086 

$1 6,269 

$1 0,320 

$ - $7,221,305 
(949,313) - 
(949,3 13) 7,221,305 
(947,322) 5,899,979 

(1,991) 1,321,326 

(2,335) 500,234 

200,442 
I 192,755 

(2,335) 893,431 

344 427,895 
(18,762) 2,731 
(18,418) 137,922 

- 292,704 
_I 112,373 

- 

- - ~  

$ - $ 180,331 

$ - $ 472,273 
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A'I'MOS ENERGY CORPORATEON 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 

-- Year Ended September 30,2007 
Regulated Pipeline, 

Natural Gas Transmission Natural Gas Storage 
Distribution and Storage Marketjng and Other Eliminations Consolidated 

(Lo thoosands) 

Operating revenues from 

lntersegment revenues . . . . . . . . 
external parties. . " .  . . . . . . . . $3,358,147 $ 84,344 $2,432,280 $23,660 $ -- $5,898,431 

- 71 9,050 9,740 (808,293) ~- 618 78,885 -- _I___ 

3,358,765 163,229 3,151,330 33,400 (808,293) 5,898,43 I 
Purchased gas cost. . . . . . . .. ~ . 2,406,081 -- - I_ 3,047,OI 9 792 (805,543) 4,648,349 

Gross profit . . . . . . . I . I . . . . 952,684 163,229 104,311 32,608 (2,750) 1,250,082 
Operating expenses 

Operation and maintenance. . . 379,175 56,231 26,480 4,581 (3,094) 463,373 
Depreciation and 

amortization . . . . . . . . . . . 
Taxes, other than income . . . . 
Impairment of long-lived 

assets . . . . . . . . - . . . . . . . 
Total operating expenses . . . . 
Operating income . . . . . . . . . . . 
Miscellaneous income . . . . . . . . 
Interest charges . . . . . . . . . , . . 
Income before income taxes. . . . 
Incame tax expense . . . . . . . . . . 

Net income . . . . . , . . . . . . 
Capital expenditures . . . . . . 

1773 88 
171,845 

3,289 

73 1,497 

221,187 
8,945 

121,626 

108,506 
35,223 

$ 73,283 

$ 327,442 

--I___ 

18,565 
8.603 

83,399 

79,830 
2,105 

27,917 

54,018 
19,428 

$ 34,590 

$ 59,276 

1,536 
1,255 

29,27 1 

75,040 
6,434 
5,767 

75,707 
29,938 

$ 45,769 

$ 1,069 

1,574 
1.163 

3,055 

10.373 

22,235 
8,173 
6,055 

24,353 
9,503 

$14,850 

$ 4,648 

-- 

198,863 
I 182,866 

_- 6,344 

(3,094) 851,446 

344 398,636 
(16,473) 9,184 
(16,129) 145,236 

- 262,584 
- 94,092 

$ - $ 168,492 

$ - $ 392,435 

--" 

-- 
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ATMOS ENERGY CORPORATION 

NOT323 TO CONSOLDATED FINANCIAL STATEMENTS - (Continued) 

Operating revenues &om 
external parties. . . . . . . . . .  

Interseawent revenues . . . . . .  

Purchased gas cost. . . . . . . . . . .  
Gross profit. . . . . . . . . . . . . .  

Operating expenses 
Operation and maintenance. .. 
Depreciation and 

amortization. . . . . . . . . . . .  
Taxes, other than income .... 
Impairment of long-lived 

assets.. . . . . . . . . . . . . . . .  
Total operating expenses . . . . . .  
Operating income . . . . . . . . . . .  
Miscellaneous income 

(expense) . . . . . . . . . . . . . . . .  
Interest charges . . . . . . . . . . . . .  
Income before income taxes. . . .  

Net income . . . . . . . . . . . .  
Income tax expense. . . . . . . . . .  

Capital expenditures . . . . . . . . .  

Natural Gas 
Distribution 

$3,649,851 
740 

3,650,591 
2,725,534 

925.057 

357,519 

164,493 
178,204 

22,947 
723,163 
201,894 

--- 

9,506 
126,489 
84,911 
3 1.909 

$ 53,002 

$ 307,742 

- - " ~  Year Ended September 30,2006 -- 
Regdated Pipeline, 

"kansmission Natural Gas Storage 
and Storage Marketing and Other Eliminations Consolidated 

(In thousands) 

$ 69,582 $2,418,856 $14,074 $ $6,152,363 

141,133 3,156,524 25,574 (821,459) 6,152,363 
- 3,025,897 1,080 (816,718) 4,935,793 

141 , I  33 130,627 24,494 (4,741) 1,216,570 

737,668 1 1,500 (82 1,459) - - -~ 71,551 

-- -- 

51,577 22,223 7,077 (4,978) 433,418 

18,012 1,834 1,257 - 185,596 
8,218 4,335 1,236 - 191,993 

.--- 28,392 - 9,570 (4,978) --- 833,954 77,807 
63,326 102,235 14,924 237 382,616 

(153) 2,598 6,858 (1 7,928) 88 1 
8,510 6,512 (17,691) 146,607 22,787 

236,890 40,386 96,323 15,270 ~ 

13,839 37,757 5,648 ___ 89,153 

- -  I~ 

...-I___ 

$ 26,547 $ 58,566 $ 9,622 $ - $ 147,737 

$114,873 $ 909 $ 1,800 $ - $ 425,324 

'fie following table summarizes our revenues by products and services ior the fiscal year ended 
September 30. 

Natural gas distribution revenues: 
Gas sales revenues: 

Residential ................................ 
Commercial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Industrial ................................. 
Public authority and other. .................... 

Total gas sales revenues .................... 
Transportation revenues ........................ 
Other gas revenues. ........................... 

Total natural gas distribution revenues . . . . . . . . . . . .  
Regulated transmission and storage revenues. . . . . . . . . . .  
Natural gas marketing revenues . . . . . . . . . . . . . . . . . . . .  
Pipeline, storage and other revenues . . . . . . . . . . . . . . . . .  

Total operating revenues ...................... 

$2,13 1,447 
1,077,056 

212,531 
137,821 

3,558,855 
59.7 12 
35.771 

3,654,338 
108,116 

3,436,563 
22,288 - 

$7,221,305 

2007 
(ln thousands) 

$1,982,801 
970,949 
195,060 
1 14,298 

3,263,108 
59,195 
35,844 

3,358,147 
84,344 

2,432,280 
23,660 

$5,89 8,43 1 

W06 

$2,068,736 
1,061,783 

276,186 
_.I-- 144,600 

3,551,305 
6 1,475 
37,071 

3,649,851 
69,582 

2,418,856 
14,074 

$6,152,363 

i 
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ATMOS ENERGY CORPORATION 

NOTES TO CONSOLIDATED FINANCIAL STATEMXNTS - (Cmtinued) 

Balance sheet information at September 30, 2008 and 2007 by segment is presented in the following 
tables: 

September 30,2008 

Natural Gas 
Distribution 

ASSETS 
Property, plant and equipment, 

net . .  . . . . . . . . . . . . . . . . . .  $3,483,556 
Tnvestrnent in subsidiaries. . . . .  463,158 
Current assets 

Cash and cash equivalents. . .  30,878 
Assets from risk management 

activities - 
Other current assets . . . . . . .  774,933 
Intercmnpany receivables . . .  578,833 

Total current assets . . . . . .  1,384,644 
Intangible assets. ._ 

Goodwill . . . . . . . . . . . . . . . . .  569,920 
Noncurrent assets from risk 

management activities.. .... .-- 
Deferred charges and other 

assets . . . . . . . . . . . . . . . . . .  195,985 
$6,097,263 

.............. 

. . . . . . . . . . .  

CAPITALIZATION AND LIABEITIES 
Shareholders' equity. . . . . . . . .  $2,052,492 
Long-term debt . . . . . . . . . . . .  2,119,267 

Total capitalization . . . . . .  4,171,759 
-- 

Current liabilities 
Current maturities of long- 

Short-term debt. . . . . . . . . . .  385,592 
Liabilities from risk 

management activities. . . .  58,566 
Other current Liabilities I . , . . 538,777 
Intercompany payables - .."- 

Total current liabilities . . .  982,935 
Deferred income taxes . . . . . . .  384,860 
Noncurrent liabilities from risk 

management activities. . . . . .  5,111 
Regulatoiy cost of removal 

obligation.. . . . . . . . . . . . . .  298,645 
Deferred credits and other 

- term debt . . . . . . . . . . . . .  

- . . . . .  

liabilities . . . . . . . . . . . . . . .  253,953 
$6,097,263 

Regulated 
Transmission 
and Storage 

$585,160 
- 

- 

- 
18,396 
- 

18,396 

132,367 
- 

- 

11.212 
$747,135 

$130,144 

130,144 

- 

- 

- 
7,053 

543,384 
550,437 
62,720 

- 

- 

3,834 
$747,135 

Pipeline, 
NaturalGas Storage 
Marketing and Other Eliminations Consolidated 

(In thousands) 

$ 7,520 $ 60,623 $ - $4,136,859 
(2,096) (461,062) - 

9,120 6,719 - 46,717 

69,008 20,239 (20,956) 68,291 
4 1 1,648 56,791 (91,672) 1,170,096 

489,776 219,544 (827,256) 1,285,104 
2,088 - - 2,088 

24,282 10,429 - 736,998 

- 1 35,795 (7 14,628) - -- 

5,473 - - 5,473 

220,177 

$528,225 $302,394 $(1,288,318) $6,386,699 

.- 1,182 11,798 

$114,559 $218,455 $ (463,158) $2,052,492 
2,119,792 

114,559 218,980 (463,158) 4,172,284 
-- - 525 

__ 785 - 785 
6,500 __ (41,550) 350,542 

20,688 616 (20,956) 58,914 
236,217 62,796 (47,997) 796,846 
171,244 - (714,628) 
434,649 64,197 (8251 31 ) 1,207,087 
(21,936) 15,687 (29) 441,302 

- -- 

258 -- __ 5,369 

- - 298,645 

3,530 __- 262,012 
$528,225 $302,394 $( 1,288,318) $6,386,699 

695 ___, -- _ ~ _ _  
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ATMQS ENERGY CORPORATION 

NQmS TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 

Sentember 30.2007 
Regulated Pipeline, 

Natural Gas Transmission Natural Gas Storage 
Distribution and Storage Marketing and Other Eliminations Consolidated 

(In thonsands) 
ASSETS 
Property, plant and equipment, 

net .................... 
lnvestrnent in subsidiaries. . . . 
Current assets 

Cash and cash equivalents. . - 
Assets from risk management 

activities. . . . . . . . . . . . . .  
Other current assets . . . . . . .  
Intercompany receivables . . .  

Total current assets . . . . . .  
Intangible assets. . . . . . . . . . . .  
Goodwill . . . . . . . . . . . . . . . . .  
Noncurrent assets from risk 

management activities. . . . . .  
Defend charges and other 

assets . . . . . . . . . . . . . . . . . .  

$3,251 1,144 
396,474 

$531,921 $ 7,850 
(2,096) 

$ 45,921 $ - $3,836,836 
(394,378) I_ 

28,881 31,703 141 - 60,725 

25,063 
337, I69 

- 

12,947 
76,73 1 

1 14.300 

(17,881) 20,129 
(90,997) 986,321 

(65 I ,285) -. 

(760,163) 1,067,175 
- 2,716 
- 734,976 

-. 

643,353 
536,985 

1,209,219 

567,775 
- 

20,065 

393,935 
2,7 16 

24,282 

204,119 

10,429 
- 

20,065 

132,490 

5,535 - 5,535 

1.279 227,869 
$5,652,481 

4,898 
$689.374 

_I_ 247,959 
$(1,154,541) $5,895,197 $433,501 

CAPITALIZATION ANI) LIABILITIES 
Shareholders' equity. ........ $1,965,754 
Long-term debt ............ 2,125,007 

Current liabilities 
Total capitalization ...... 4,090,761 

Current maturities of long- 
krrn debt . . . . . . . . . . . . .  1,250 

Shoit-tenn debt. . . . . . . . . . .  187,284 
Liabilities from risk 

management activities. . . .  21,053 
Other current Liabilities. .... 519,642 
Intercompany payables . . . . .  

Total current liabilities . . .  729,229 
Deferred income taxes ....... 326,518 
Noncument liabilities from risk 

Regulatoiy cost or removal 

De€med credits and other 

.- 

- management activities. ..... 

obligation. . . . . . . . . . . . . . .  271,059 

liabilities . . . . . . . . . . . . . . .  234,914 

$5,652,48 1 

$ 88,719 $1 07,090 $200,665 
1,308 

201,973 
-- 

$ (396,474) $1,965,754 
,- 2,126,315 

(396,474) 4,092,069 

-. 

107,090 88,719 

2,581 
- 

- 3,831 
(66,685) 150,599 

- 
30,000 

18,167 
185,072 
1 O? , I  01 
334,340 

(8,925) 

(17,881) 21,339 
(22,216) 742,189 

(758,067) 917,958 
~ 370,569 

- -- I (65 1,285) 
53,297 6,394 

550,184 
556,578 
40,565 

290 __ 290 "-- 

- 27 I ,059 

3,512 --- 
i 706 

$433,501 
4,120 

$274,382 
~~ 

243,252 
$( 1 ,I 5454 1) $5,895,197 

___ -~ 
$689,374 
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ATMOS ENERGY CORPORATION 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS . (Continued) 

17 . Selected Quarterly Financial Data (Unaudited) 

Summarized unaudited quarterly financial data is presented below . The sum of net income per share by 
quarter may not equal the net income per share for tbe fiscal year due to variations in  the weighted average 
shares outstanding used in computing such amounts . Our businesses are seasonal due to weather conditions in 
our service arms . For further information on its effects on quarterly results. see the “Results of Operations” 
discussion included in the “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” section herein . 

Quarlv Ended 
:&ember 31 March 31 June 30 September 30 

(In thousands, exceptper share data) 

Fiscal year 2008 
Operating revenues 

Natural gas distribution . . . . . . . . . . . . . . . . . . .  
Regulated transmission and storage . . . . . . . . . .  
Natural gas marketing .................... 
Pipeline. storage and other ................ 
Intersegment elirnina tions . . . . . . . . . . . . . . . . .  

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Operating income . . . . . . . . . . . . . . . . . . . . . . . . .  
Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . .  
Net income (loss) per basic share . . . . . . . . . . . . .  
Net income (loss) per diluted share . . . . . . . . . . . .  

Fiscal year 2007: 
Operating revenues 

Natural gas distribution . . . . . . . . . . . . . . . . . . .  
Re-dated transmission and storage . . . . . . . . . .  
Natural gas marketing .................... 
Pipeline. storage and other . . . . . . . . . . . . . . . .  
Intersegment eliminations . . . . . . . . . . . . . . . . .  

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Operating income . . . . . . . . . . . . . . . . . . . . . . . . .  
Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . .  

Net income (loss) per diluted share . . . . . . . . . . . .  
Net income (loss) per basic share . . . . . . . . . . . . .  

$ 928. 177 
45. 046 

840. 7 17 
6. 727 

(163. 157) 

1.657. 510 
369. 638 
158. 509 
73. 803 

$ 0.83 
$ 0.82 

$ 964. 244 
39. 872 

71 1. 694 
1 1. 333 

(124. 510) 

1.602. 633 
375. 592 
171. 160 
XI. 261 

$ 0.98 
$ 0 .. 97 

$1.521. 856 
51. 440 

1.128. 653 
IO. 022 

(227. 986) 

2.483. 985 
434. 394 
21 1. I43 
111. 534 

$ 1.25 
$ 1.24 

$1.461. 033 
46. 068 

795. 041 
14. 077 

- (240. 637) 

2.075. 582 
428. 686 
209. 012 
106. 505 

$ 1.21 
$ 1.20 

$ 676. 639 
46. 286 

1.189. 722 
3. 880 

(277. 382) 

1.639. 145 
246. 222 
20. 709 
(6. 588) 

$ (0.07) 
$ (0.07) 

$ 548. 251 
36. 707 

854. 167 
2. 073 

(223. 046) 

1.218. 152 
228. 016 

7. 731 
(13. 360) 

$ (0.15) 
$ (0.15) 

$ 528. 458 
53. 145 

1 . 7 7 0  128. 
1 0 8 0  1. 

(280. 788) 

1.40. 665 
27 1. 072 
37. 534 

1. 582 
$ 0.02 
$ 0.02 

$ 385. 237 
40. 582 

790. 428 
5. 917 

(220. 100) 

1.002. 064 

10. 733 
21 7. 788 

(5. 914) 
$ (0.07) 
$ (0.07) 
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ITEM 9. Changes in and Disagreements With Accountants on Accoudng and Financial Disclosure. 

None. 

ITEM 9A. Controkr and Procedures. 

Management’s Evaluation of Disclosure Controls and Procedures 

We carried out an evaluation, under the supervision and with the participation of our management, 
including our principal executive officer and principal financial officer, of the effectiveness of the Company’s 
disclosure controls and procedures, as such tern is defined in Rule 13a-l5(e) under the Securities Exchange 
Act of 1934, as amended (Exchange Act). Based on this evaluation, the Company’s principal executive officer 
and principal financial officer have concluded that the Company’s disclosure controls and procedures were 
effective as of September 30, 2008 to provide reasonable assurance that information required to be disclosed 
by TB, including our consolidated entities, in the reports that we file or submit under the Exchange Act is 
recorded, processed, sunimarized, and reported within the time periods specified by the SEC’s rules and forms, 
including a reasonable level of assurance that such information is accumulated and communicated to our 
management, including our principal executive and principal financial officers, as appropriate to allow timely 
decisions regarding required disclosure. 

Management’s Report on Internal Control o\‘e’er Financial Reporting 

reporting, as such term is defined i n  Exchange Act Rule 13a- 150 ,  in providing reasonable assurance regarding 
the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. Under the supervision and with the participation of 
our management, includirig our principal executive oficer and principal financial officer, we evaluated the 
effectiveness of our internal control over financial reporting based on the framework in In?ernal Control- 
Inlegrated Francwork issued by the Cormnittee of Sponsoring Organizations of the Treadway Commission 
(COSO). Based on our evaluation under the framework in Irticriurl Control-lnfcgraled Framework issued by 
COS0 and applicable Securities and Exchange Commission rules, our management concluded that our internal 
control over fmancial reporting was effective as of September 30, 2008, in pi-oviding reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes 
in accordance with generally accepted accounting principles. 

Ernst & Young LLP has issued its report on the effectiveness of the Company’s internal control over 
financial reporting. That report appears below. 

Our management is responsible for establishing and maintaining adequate internal control over financial 

i 

.I___- 

/s/ ROBERT W. BEST /s/ JOHN P. RJ.DDY 
Robert W. Best 
Chairman and Chief Executive Officer 

John P. Reddy 
Senior Vice President and Chief Financial Officer 

November 18,2008 
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REPORT OF INDEPENDENT REGISTERED PTIBI6C ACCOUNTDIG FIRM 

The Board of Directors and Shareholders of 
Atmos Energy Corporation 

We have audited Atmos Energy Corporation’s internal control over financial reporting as of September 30, 
2008, based on criteria established in Internal Control 
Sponsoring Organizations of the Treadway Commission (the COSO criteria). Atmos Energy Corporation’s 
management i s  responsible for maintaining effective internal control over financial reporting, and for its 
assessment of the effectiveness of internal control over financial reporting included in the accompanying 
Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion 
on the company’s internal control over financial reporting based on our audit. 

Integrated Framework issued by the Committee of 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether effective internal control over financial reporting was maintained in all material 
respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing 
the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of 
internal control based on the assessed risk, and performing such other procedures as we considered necessary 
in the circumstances. We believe that our audit provides a reasonable basis for our opinion. 

A company’s internal control over financial reporting is a process designed to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles. A company’s internal control over 
financial repotting includes those policies and procedures that (1) pertain to the maintenance of records that, 
in reasonable detail, accurately and fliirly reflect the transactions and dispositions of the assets of the company; 
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of 
the company are being made only in accordance with authorizations of management and directors of the 
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the company’s assets that could have a material effect on the fmancial 
statements. 

Because of its inherent Limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

In our opinion, Amos Energy Corporation maintained, in all material respects, effective internal control 
over fmancial reporting as of September 30, 2008, based on the COSO criteria. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), the consolidated balance sheets as of September 30, 2008 and 2007, and the related 
statements of income, stockholders’ equity, and rash flows for each of the three years in the period ended 
September 30, 2008 of Atmos Energy Corporation and our report dated November 18, 2008 expressed an 
unqualified opinion thereon. 

l s l  ERNST B YOUNG LLP 

Dallas, Texas 
November 18, 2008 
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Changes in Internal C01ihr01 over Financial Reporting 

and 15d-15(f) under the Act) during the fourth quarter of the fiscal year ended September 30, 2008 that have 
materially aected, or are reasonably likely to materially affect, our internal control over financial reporting. 

We did not make any changes i n  our internal control over financial reporting (as defioed in Rule 13a-15(€) 

ITEM 9B. Other Information. 

Not applicable. 

PART III 

ITEM 10. Directors, Executive Offiers and C o p r a t e  Governance. 

Information regarding directors and compliance with Section 16(a) of the Securities Exchange Act of 
1934 is incorporated herein by reference to the Company’s Definitive Proxy Statement for the Annual Meeting 
of Shareholders on February 4,2009. Information regarding executive officers is included in Part I of this 
Annual Report on Form IO-R. 

Identification of the members of the Audit Committee of the Board of Directors as well as the Board of 
Directors’ determination as to whether one or more audit committee financial experts are serving on the Audit 
Committee of the Board of Directors is  incorporated herein by reference to the Company’s Definitive Proxy 
Statement for the Annual Meeting of Shareholders on February 4,2009. 

and principal accounting officer. Such code of ethics is represented by the Company’s Code of Conduct, which 
is applicable to all directors, officers and employees of the Company, including the Company’s principal 
executive officer, principal financial officer and principal accounting officer. A copy of the Company’s Code 
of Conduct is posted on the Company’s website at www.atmusenergy.com under “Corporate Governance”. In 
addition, any amendment to or waiver granted from a provision of the Company’s Code of Conduct will be 
posted on the Company’s website under “Corporate Governance”. 

The Company has adopted a code of ethics for its principal executive officer, principal financial officer 

ITEM 11. Executive Cornpensation. 

Information on executive compensation is incorporated herein by reference to the Company’s Definitive 
Proxy Statement for the Annual Meeting of Shareholders on February 4, 2009. 

ITEM 12. Security Ownership of Certain Benejkial Owners and Management arid Related Stockholder 
A4utiers. 

Seculity ownership of certain beneficial owners and of management is incorporated herein by reference to 
the Company’s Definitive Proxy Statement for the Annual Meeting of Shareholders on February 4,2009. 
Information concerning our equity compensation plans is provided in Part E, Item 5, “Market for Registrant’s 
Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities”, of this Annual 
Report on Form 10-R. 

ITEN 13. Certain Relatwitships and Related Trmsactiuns, and Director Independence. 

Information on certain relationships and related transactions as well as director independence is incorpo- 
rated herein by reference to the Company‘s Deiinitive Proxy Statement for the Annual Meeting of Sharehold- 
ers on Februaiy 4, 2009. 

ITEM 14. Principal Accountant Fees and Services. 

ln€ormation on our principal accountant’s fees and services is incoporated herein by reference to the 
Company’s Definitive Proxy Statement for the Annual Meeting of Shareholders on February 4, 2009. 
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PART IV 

ITEM 15. Exhibits and Financial Statement Schedules. 

(a) 1. and 2. Financial statements and jiizaitcial statemeiif schedules 

The financial statements and financial statement schedule listed in the Index to Financial Statements in 
Item 8 are filed as part of this Form 10-K. 

3 Exhibits 

"he exhibits listed in the accompanying Exhibits Index are filed as part of this Form 10-K. The exhibits 
numbered 10.51a) through 10.12(f) are management conlracts or compensatory plans or arrangements. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant 
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

ATMOS ENERGY CORPORATION 
(Registrant) 

/ s f  JOHN P. REDDY ._.-..- By: 
John P. Reddy 

Senior Vice President 
and Chief Fiimncial Oficer 

Date: November 19, 2008 

, 
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POmER OF ATTORh%Y 

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below hereby 
constitutes and appoints Robert W. Best and John P. Reddy, or either of them acting alone or together, as his 
true and lawful attorney-in-fact and agent with full power to act alone, for him and in his name, place and 
stead, in my and all capacities, to sign any and all  amendments to this Annual Report on Folm 10-K, and to 
file the same, with all exhibits thereto, and all other documents in connection therewith, with the Securities 
and Exchange Commission, granting unto said attorney-in-fact and agent full power and authority to do and 
perform each and every act and thing requisite and necessary to be done in and about the premises, as fully to 
all intents and purposes as he might or could do in person, hereby ratifying and confuming all that said 
attorney-in-fact and agent, may lawfully do or cause to be done by virtue hereof. 

by the following persons on behalf of the registrant and in the capacities and on the date indicated 
F'ursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below 

Is1 ROBERT W. BEST -- 
Robert W. Best 

Is/ JOHN P. REDDY 
John I? Reddy 

/d F.E. MEISENHEIMER 
F.E. Meisenheirner 

Is/ TRAVIS W. BAIN, ll 
Travis W. Bain, Il 

-- Is1 DANBUSBEE 
Dan Busbee 

Is/ RTCWRD W. CARDIN 
Richard W. Cardin 

Id RICHARD W. DOUGLAS 
Richard W. Douglas 

Is/ RUBEN E. ESOUTVEL 
Ruben E. Esquivel 

Is1 THOMAS J. GARLAND 
Thomas 3. Garland 

Is/ RXCHARD K. GORDON 
Richard K. Cmrdon 

Is1 THOMAS C .  M E m I T H  
Thomas C. Meredith 

Is/ PHILLIP E. NTCHOL 
Phillip E. Nichol 

Is1 NANCY K. QUINN 
Nancy IC.. Quinn 

Chairman and Chief Executive Officer 

Senior Vice President and Chief 
Financial Officer 

Vice President and Controller (Principal 
Accounting Officer) 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

DirectoT 

November 19, 2008 

November 19,2008 

November 19,2008 

November 19, 2008 

November 19, 2008 

November 19, 2008 

November 19, 2008 

November 19,2008 

November 19, 2008 

November 19,2008 

November 19, 2008 

November 19, 2008 

November 19.2008 
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Is/ STEPHEN R. SPRINGER 
Stephen R. Springer 

/sf CHARLES K. VAUGHAN . - - ~  
Charles K Vaughan 

Director 

Disector 

Director 

November 19, 2008 

November 19,2008 

November 19,2008 
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Schedule If 

ATMOS ENERGY CORPORATION 

Valuation and Qualifying Accounts 
Three Years Ended September 30,2008 

Additions 
Balance at Charged to Charged to ualaoce 
Be&ning Cost& Wier at End 
of Period Expenses Accnunts Deductions of Period 

(In thousands) 
-~ 

2008 
Allowance for doubtful accounts . . . . . . . . . $16,160 $15,655 $- $1 6,514(') $1 5,301 

Allowance for d0ubth.l accounts . . . . . .. . . . . $13,686 $19,718 $- $17,244"' $16,160 

Allowance for doubdul accounts . I . I . . . . . . $15,613 $21,819 $- $23,746'" $13,686 

2007 

2006 

(I)  Uncollectible accounts written off. 
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I3XKIEmS INDEX 
Item 14.(a)(3) 

Exhibit 
Number 

3.1 

3.2 

4.1 

4.2(a) 

4.3 

4.4 

4.5 

4 . W  

4.6(b) 

4.6(c) 

4.6(d) 

4.6(e) 

4.603 

4 . W  

Description 

Articles of incorporation and Bylaws 
Amended and Restated Articles of 
Incorporation of Atmos Energy Corporation 
(as of Fetmary 9, 2005) 
Amended and Restated Bylaws o€ Amos 
Energy Corporation (as of May 2, 2007) 
Instruntents Defining Rights of Security 
Holders 
Specimen Common Stock Certifkate (Atmos 
Energy Corporation) 
Indenture dated as of November 15, 1995 
between United Cities Gas Company and Bank 
of America Illinois, Trustee 
First Supplemental Indenture dated as of 
July 29, 1997 between Atrnos Energy 
Corporation and First Trust National 
Association, as successor to Bank of America 
Illinois, Trustee 
Indenture dated as of July 15, 1998 between 
Atmos Energy Corporation and U.S. Bank 
Trust National Association, Trustee 
Indenture dated as of May 22,2001 between 
Atmos Energy Corporation and SunTmst 
Bank, Trustee 
Indenture dated as of June 14,2007, between 
Atmos Energy Corporation and U.S. Bank 
National Association, Trustee 
Debenture Certificate for the 634% Debentures 
due 2028 
Global Security for the 7%% Senior Notes due 
201 1 
Global Security for the 5%% Senior Notes due 
201 3 

Global Security for the 4.00% Senior Notes 
due 2009 

Global Security for the 4.95% Senior Notes 
due 2014 

Global Security €or the 5.95% Senior Notes 
due 2034 

Global Security €or the 6.35% Senior Notes 
due 2017 

Page Number or 
Incorporation by 

Reference to 

Exhibit 3(I) to Form 10-Q dated March 31, 
2005 (File No. 1-1 0042) 

Exhibit 3.1 to Forin 8-K dated May 2, 2007 
(File No. 1-10042) 

Exhibit (4)(b) to Form 10-K for fiscal year 
ended September 30, 1988 (Ele No. 1-10042) 
Exhibit 4.1 I (a) to Form S-3 dated August 31, 
2004 (File No. 333-118706) 

Exhibit 4.1 I (b) to Form S-3 dated August 31, 
2004 (File No. 333-1 18706) 

Exhibit 4.8 to Form S-3 dated August 31, 
2004 (File No. 333-1 18706) 

Exhibit 99.3 to Form 8-K dated May 15, 2001 
(Fide No. 1-10042) 

Exhibit 4.1 to Foim 8-K dated June 11,2007 
(File No. 1 - 1 0042) 

Exhibit 99.2 to Form 8-K dated July 22, 1998 
(File No. 1 - 10042) 
Exhibit 99.2 to Form 8-K dated May 15, 2001 
(File No. 1 - 10042) 
Exhibit 10(2)(c) to Fom 10-IC for the fiscal 
year ended September 30,2004 
(File No. 1 - 10042) 
Exhibit 10(2)(e) to Form 10-K for the fiscal 
year ended September 30,2004 
(File No. 1 I 10042) 
Exhibit I0(2)(f) to Form IO-R for the fiscal 
year ended September 30,2004 
File No. 1-10042) 
Exhibit 10(2)(g) to Form 10-K for the fiscal 
year ended September 30,2004 
(File No. 1-10042) 
Exhibit 4.2 to Form 8-K dated June 11, 2007 
(File No. 1-10042) 



Exhibit 
Number 

10.1 

10.2 

10.3 

10.4(a) 

10.4(b) 

10"4(C) 

10.4(d) 

Deseription 

Material Contracts 
Pipeline Construction and Operating 
Agreement, dated November 30, 2005, by and 
between Atmos-Pipeline Texas, a division of 
Atmos Energy Corporation, a Texas and 
Vrrginia corpoiation and Energy Transfer Fuel, 
LP, a Delaware limited partnership 
Revolving Credit Agreement (5 Year Facility), 
dated as of December 15, 2006, among Amos 
Energy Corporation, SunTmst Bank, as 
Administrative Agent, Wachovia Bank, N.A. 
as Syndication Agent and Bank of America, 
N.A, JPMorgan Chase Bank, N.A., and the 

Documentation Agents, and the lenders from 
time to time parties thereto 
Revolving Credit Agreement (364 Dag 
Facility), dated as of October 29, 2008, among 
Atrnos Energy Corporation, SunTrust Bank, as 
Administrative Agent, Bank of America, N.A., 
as Syndication Agent, t1.S Bank National 
Association as Documentation Agent and 
Wells Fargo Bank, N.A. as Managing Agent, 
and the lenders from time to time parties 
thereto 
TJncornmitted Second Amended and Restated 
Credit Agreement, dated to be effective 
March 30,2005, among Atmos Energy 
Marketing, ILC, Fortis Capital Corp., BNP 
Paribas and the other fiiancial institutions 
which may become parties thereto 
First Amendment, dated as of November 28, 
2005, to the TJncommitted Second Amended 
and Restated Credit Agreement, dated to be 
effective March 30, 2005, among Atmos 
Energy Marketing, LLC!, Fortis Capital Corp., 
BNP Paribas, Societe Generale, and the other 
financial institutions which may become 
parties thereto 
Second Amendment, dated as of March 3 1 ,  
2006, to the TJncommitted Second Amended 
and Restated Credit Agreement, dated to be 
effective Mxch 30, 2005, among Atmos Energy 
Marketing, LLC, Fortis Capital Corp., BNP 
Paribas, Societe Generale and the other financial 
institutions which may become paizies thereto 
Third Amendment, dated as of March 30, 2007, 
to the UncomrniW Second Amended and 
Restated Credit Agreement, dated as of 
March 30, 2005, among Ahnos Energy 
Marketing, LLC, Fortis Capital Corp., BNP 
Paribas, Societe Genade and the other financial 
institutions which may become parties thereto 

Royal Bank of Scotland PIC as CO- 

Page Number or 
Incorporation by 

Reference to 

Exhiit  10.1 to Form 8-K dated November 30, 
2005 (File No. 1-1 0042) 

Exhibit 10.1 to Form 8-K dated Deceniber IS, 
2006 (Fife No. 1-10042) 

Exhibit 10.1 to Form 8-K dated October 29, 
2008 (File No. 1-10042) 

Exhibit 10.1 to Form 8-K dated March 30, 
2005 (File No. 1-1 0042) 

Exhibit 10.1 to Form 8-K dated November 28, 
2005 (File No. 1-10042) 

Exhibit 10.1 to Form 8-K dated March 31, 
2006 pile No. 1-1 0042) 

Exhibit 10.1 to Form 8-K dated March 30, 
2007 (File No. 1-10042) 
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Exhibit 
Number 

10.4(e) 

10.4(f) 

10.5(a)* 

10.5(b)* 

0.6(a)* 

O h @ ) *  

0.7(a)* 

0.7@)* 

Description 

Fourth Amendment, dated as of March 31, 
2008, to the Uncommitted Second Amended 
and Restated Credit Agreement, dated as of 
March 30,2005, among Atmos Energy 
Marketing, LLC, Fortis Capital Corp., BNP 
Paribas, Societe Generale and the other 
financial institutions which may become 
parties thereto 
Intermeditor Agreement, dated as of 
March 31, 2008, among Foms Capital Corp. 
and the other financial institutions which may 
become parties thereto 
Executive Compensation Plans and 
Anaiigements 
Form of Atmos Energy Corporation Change in 
Control Severance Agreement - Tier I 
Fosm of Atmos Energy Corporation Change in 
Control Severance Agreement - Tier I[ 
Atmos Energy Corporation Executive Retiree 
Life Plan 
Amendment No. I to the Atmos Energy 
Corporation Executive Retiree Life Plan 
Description of Financial and Estate Planning 
Program 
Description of Sporting Events Program 

IO.S(c)* 

O.X(d)'p 

0.9(a)* 

0.9(b)* 

0.9(c)* 

10.10" 

Atmos Energy Corporation Supplemental 
Executive Benefits Plan, Amended and 
Restated in its Entirety August 7, 2007 
Atmos Energy Corporation Supplemental 
Executive Retirement Plan, (An Amendment 
and Restatement of the Performance-Based 
Supplemental Executive Benefits Plan), 
E€fective Date August 7,2007 
Atmos Energy Corporation Performance-Based 
supplemental Executive Benefits Plan 
Trust Agreement, Effective Date December 1, 
2000 
Form of Individual Trust Agreement for the 
Supplemental Executive Benefits Plan 
Mini-Memental Benefit Extension 
Agreement dated October 1, 1994 
Amendment No. 1 to Mini-MedlDental Benefit 
Extension Agreement dated August 14,200 1 
Amendment No. 2 to Mini-Med/Dental Benefit 
Extension Agreement dated Decemher 3 1, 
2002 
Atmos Energy Corporation Equity Incentive 
and Deferred Compensation Plan for Non- 
Employee Directors 

Page Number or 
Incorporation by 

Reference% 

Exhibit 10.1 to Form 8-E: dated March 31, 
2008 (File No. 1-1 0042) 

Exhibit 10.2 to Form 8-K dated March 31, 
2008 (File No. 1-10042) 

Exhibit 10.31 to Form 10-R for fiscal year 
ended September 30, 1997 (File No. 1-10042) 
Exhibit 10.3 1 (a) to Fomi IO-K for fiscal year 
ended September 30, 1997 (File No. 1-10042) 
Exhibit 10.25@) to Form IO-K for fiscal year 
ended September 30, 1997 (File No. 1-10042) 
Exhibit 10.26(c) to Form 10-K for fiscal year 
ended September 30, 1993 (File No. 1-10042) 

Exhibit 10.1 to Form IO-Q for quarter ended 
December 31,2000 (File No. 1-10042) 

Exhibit 10.3 to Form 10-Q for quarter ended 
December 31,2000 (File No. 1-10042) 
Exhibit 10.28(f) to Form 10-K for fiscal year 
ended September 30, 2001 (Fie No. 1-1 0042) 
Exhihit 10.28(g) to Form 10-IC for fiscal year 
ended September 30, 2001 (File No. 1 -1 0042) 
Exhihit 10.1 to Form 10-Q for quarter ended 
December 31, 2002 (File No. 1-10042) 

I 
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Exhibit 
Number 

10.11* 

10.1 2(a)* 

10.12(b)* 

10.12(c)" 

10.12(d)" 

10.12(e)* 

10.12(fy 

Description 

Atmos Energy Corporation Outside Directors 
Stock-for-Fee Plan (Amended and Restated as 
of November 12, 1997) 
Amos Energy Corporation 1998 Long-Term 
Incentive Plan (as amended and restated 
February 9, 2007) 
Amendment No. 1 to Atmos Energy 
Corporation 1998 Long-Term Incentive Plan 
(as amended and restated February 9, 2007) 
Form of Non-Qualified Stock Option 
Agreement under the Atmos Energy 
Corporation 1998 Long-Term Incentive Plan 
Form of Award Agreement of Restricted Stock 
With Time-Lapse Vesting under the Amos 
Energy Corporation 1998 Long-Term Incentive 
Plan 
Form of Award Agreement of Performaoce- 
Based Restricted Stock Units under the Atrnos 
Energy Corporation 1998 Long-Term Incentive 
Plan 
Atmos Energy Corporation Annual Incentive 
Plan for Management (as amended and 
restated August 8, 2007) 

12 Statement of computation of ratio of earnings 
to fixed charges 
Other Exhibits, as indicated 

21 Subsidiaries of the registrant 
23.1 Consent of independent registered public 

accounting firm, Ernst & Young LLP 
24 Power of Attorney 

31 
32 Section 1350 Certifications"" 

Rule 13a-14(a)/l Sd- 7 4(a) Certifications 

Page Number or 
Incorporation by 

Reference to 

Exhibit 10.28 to Form 10-K for fiscal year 
ended September 30, 1997 (File No. 1-10042) 

Exhibit 10.2 to Form IO-Q for quarter ended 
March 31,2007 (File No. 1-10042) 

Exhibit 10.16(b) to Form 10-K for fiscal year 
ended September 30, 2005 (File No. 1-10042) 

Signature page of Form 10-K for fiscal year 
ended September 30,2008 

* This exhibit constitutes a "management contract or compensatory plan, contract, or arrangement." 
** These certifkations pursuant to 18 U.S.C. Section 1350 by the Company's Chief Executive Officer and 

Chief Financial Officer, hrnished as Exhibit 32 to this Annual Report on Form lO-K, will not be deemed 
to be filed with the Securities and Exchange Commission or incorporated by reference into any filing by 
the Company under the Securities Act of 1933 or the Securities Exchange Act of 1934, except to the extent 
that the Company specifically incorporates such certifications by reference. 
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

Form 10-K 
(Mark One) 

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) 
OF THE SECURITIES EXCHANGE ACT OF 1934 
For the fiscal year ended September 30,2007 

TRANSITION REPORT PURSIJANT TO SECTION 13 OR 15(d) 
OF THE SECURITIES EXCHANGE ACT OF 1934 
For the transition period from 

OR 

to 

Commission file number 1-10042 

Atmos Energy Corporation 
(Exuct nume cif rrgisfrunt as specijied in its churter) 

Texas and Virginia 
(State or other juri.sdiL?inn vf 
incorporatioil or oqymizatim) 

Three Lincoln Centre, Suite 1800 
5430 LBJ Freeway, Dallas, Texas 
(Addrew of principnl executive offices) 

75- 1743247 
(IRS wrployer 

identijicution 110.) 

75240 
(Zip codeJ 

Registrant’s telephone number, induding area code: 
(972) 934-9227 

Securities registered pursuant to Section l2@) of the Act: 
Name of Each Exchange 

on Wbich Registered 

New York Stock Exchange 

Title of Each Class 

Common stock, No Par Vdue 

Securities registered pursuant to Section 12(g) of the Act: 
None 

Tndicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities 

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the 

Indicate by check mark whether the registrant (1) has fiIed aU reports required to be f ied by Section 13 or 15(d) of the 

~ c t .  Y= a NO 

Act, Yes No PI 

Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Tegistrant was required to Me 
such reports), and (2) has been subject to such Piling requirements for the past 90 days. Yes El 

will not be contained, to the best of registrant’s knowledge, in defitive proxy or information statements incorporated by reference 
in Part TIT of this Farm 10-K or any amendment to this Form 10°K. 

definition of “accelerated filer and large accelerated fief’  in Rule 12b-2 of the Exchange Act. (Check one): 

No 0 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Reedation S-K is not contained herein, and 

El 

Tndicate by check mark whether the registrant is a large accelerated filer, an accelerated fder, or a non-accelerated filer. S e e  

Large accelerated mer El Accelerated fier c7 Non-accelerated filer 

Indicate by check mark whether the registrant i s  a shell company (as defined in Rule 12b-2 of the Act). 

The aggegate market value of the common voting stock held by non-affiiates of the registrant as of the last business day of 

As of November 20, 2007, the registrant had 89,749,755 shares of common stock outstanding. 

Yes 0 No PI 

the registrant’s most recently completed second fiscal quarter, March 31, 2007, was $2,715,259,243. 

DOCUMENTS INCORPORATED BY REFERENCE 

Portions of the registrant’s Definitive Proxy Statement to be fied for the Annual Meeting of Shareholders on February 6, 
2008 are incorporated by reference into Part In of this report. 
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GLOSSARY OF KEY TERMS 
Atmos Energy Corporation 
Atmos Energy Holdings, Inc. 
Atmos Energy Marketing, ILC 
Amos Energy Services, LLC 
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New York Stock Exchange 

December 3,2002 

AEC ....................... 
AEH ....................... 
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APS ........................ 
AT0 ....................... 
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m R C  ...................... 
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Moody’s. .................... 
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NYSE ...................... 
RRC . . . . . . . . . . . . . . . . . . . . . . .  
RSC . . . . . . . . . . . . . . . . . . . . . . . .  
S&P ........................ 
SEC .......................... 
SFAS ....................... 
TXU Gas. .................... 
USP . . . . . . . . . . . . . . . . . . . . . . . .  
vcc . . . . . . . . . . . . . . . . . . . . . . .  
W A  ....................... 
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PART I 

The terms “we,” “our,” ‘h,” “Atmos” and “Atmos Energy” refer to Atmos Energy Corporation and its 
subsidiaries, unless the context suggests otherwise. 

ITEM 1. Business 

Overview 

Atmos Energy Corporation, headquartered in Dallas, Texas, is engaged primarily in the regulated natural 
gas distribution and transmission and storage businesses as well as other nonregulated natural gas businesses. 
We are one of the country’s largest natural-gas-only distributors based on number of customers and one of the 
largest intrastate pipeline operators in Texas based upon d e s  of pipe. As of September 30, 2007, we 
distributed natural gas through sales and transportation arrangements to approximately 3.2 ndlion residential, 
commercial, public authority and industrial customers through our six regulated natural gas distribution 
divisions, which covered service areas in 12 states. Our primary service areas are located in Colorado, Kansas, 
Kentucky, Louisiana, Mississippi, Tennessee and Texas. We have more limited service areas in Georgia, 
IUinois, Towa, Missouri and Virginia. In addition, we transport natural gas for others through our distribution 
system. 

‘I’hrough our nonregulated businesses, we primarily provide natural gas management and marketing 
services to municipalities, other local gas distribution companies and industrial customers in 22 states and 
natural gas wansportation and storage services to certain of ow natural gas distribution divisions and to third 
parties. 

We were organized under the laws of Texas in 1983 as Energas Company for the purpose of owning and 
operating the natural gas distribution business of Pioneer Corporation in Texas. In September 1988, we 
changed our name to Atmos Energy Corporation. As a result of the merger with United Cities Gas Company 
in July 1997, we also became incorporated in Viginia. 

Operating Segments 

Through August 31, 2007, our operations were divided into four segments: 

m the utiZiiy segment, which included our regulated natural gas disfxibution and related sales operations, 

the natural gas marketing segment, which included a variety of nonregulated natural gas management 

9 the pipelirile and storage segment, which included our regulated and nonregulated natural gas transmis- 

9 the other nonufilily segment, which included all of our other nonregulated nonutility operations. 

During the fourth quarter of fiscal 2007, we completed a series of organizational changes a d  began 
reporting the results of our operations under the following new segments, effective September 1 ,  2007: 

The natural gas distribution segnzent, formerly referred to as the utility segment, includes our regulated 

0 The regulated transntission and storage segnzent includes the regulated pipeline and storage operations 

services, 

sion and storage services and 

natural gas distribution and related sales operations. 

of our Atmos Pipeline -Texas Division. These operations were previously included in the former 
pipeline and storage segment. 

8 The natural gas m i k e t i n g  segment remains unchanged and includes a variety of nonregulated natural 

The pipeline, storage and other segnzerii primarily is comprised of our nonregulated natural gas 

gas management services. 

transmission and storage services, which were previously included in the former pipeline and storage 
segment. 
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Strategy 

Our overall strategy is to: 

deliver superior shareholder value, 

improve the quality and consistency of earnings growth, while operating our regulated and nonregulated 
businesses exceptionally well and 

enhance and stren,&en a culture built on our core values. 

Over the last five fiscal years, we have primarily grown through two significant acquisitions, our 
acquisition in December 2002 of Mississippi Valley Gas Company (MVG) and our acquisition in October 
2004 of the natural gas distribution and pipeline operations of TMJ Gas Company (TXtJ Gas). 

effect to our acquisitions. We have achieved this record of growth while eEciently managing our operating 
and maintenance expenses and leveraging our technology, such as our 24-hour call centers, to achieve more 
eEcient operations. In addition, we have focused on regulatoiy rate proceedings to increase revenue to recover 
rising costs and mitigated weather-related risks through weather-normalized rates in most of our sen w e  ’ areas. 
We have also strengthened our nonregulated businesses by increasing gross profit margins, expanding 
commercial opportunities in our regulated transmission and storage segment and actively pursuing opportuni- 
ties to increase the amount of storage available to us. 

honesty and integrity. We continue to strengthen our culture through ongoing communications with our 
employees and enhanced employee tsaining. 

We have experienced over 20 consecutive years of increasing dividends and earnings growth after giving 

Our core values include focusing on our employees and customers while conducting our business with 

Natural Gas Distribution Segment Overview 

Our natural gas distribution segment consisted of the following six regulated divisions during the year 
ended September 30, 2007: 

Atmos Energy Mid-Tex Division, 

Amos Energy KentuckyMid-States Division, 

Amos Energy Louisiana Division, 

Atmos Energy West Texas Division, 

Atrnos Energy Mississippi Division and 

Amos Energy Colorado-Kansas Division 

Our natural gas distribution business is a seasonal business. Gas sales to residential and commercial 
customers are greater during the winter months than during the remainder of the year. The volumes of gas 
sales during the winter months will vary with the temperatures during these months. 

In addition to seasonality, financial results for this segment are affected. by the cost ot natural gas and 
economic conditions in the areas that we serve. Higher gas costs, which we are generally able to pass through 
to our customers under purchased gas adjustment clauses, may cause customers to conserve or, in the case of 
industrial customers, to use alternative energy sources. Higher gas costs may also adversely impact our 
accounts receivable collections, resulting i n  higher bad debt expense and may require us to increase 
borrowings under our credit facilities resulting in higher interest expense. 

adjustments, known as WNA, which are now approved by the regulatory authorities for over 90 percent of 
residenrial and commercial meters in our service areas. WNA allows US to increase customers’ bills to offset 
lower gas usage when weather is warmer than normal and decrease customers’ bills to offset higher gas usage 
when weather is colder than normal. 

The effect of weather that is above or below normal is substantially offset through weather normalization 

5 



As of September 30, 2007 we had WNA for our residential and commercial meters in the following 
service areis for the following periods: 

Georgia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Kansas ................................ 
Kentucky. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Louisiana. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Mississippi. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Tennessee . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Texas: Mid-Tex ......................... 
Texas: West Texas . . . . . . . . . . . . . . . . . . . . . . .  
Virginia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

October - May 
October --May 
November - April 
December - March 
November - April 
November - April 
November - April 
October - May 
January - December 

Our supply of natural gas is provided by a variety of suppliers, including independent producers, 
marketers and pipeline companies and withdrawals of gas from proprietary and contracted storage assets. 
Additionally, the natural gas supply for our Mid-Tex Division includes peaking and spot purchase agreements. 

Supply arrangements are contracted from our suppliers on a f i i  basis with various tams at market 
prices. ‘The firm supply consists of both base load and swing suppIy (peaking) quantities. Base load quantities 
are those that flow at a constant level throughout the month and swing supply quantities provjde the flexibility 
to change daily quantities to match increases or decreases in Iequirements related to weather conditions. 

Cunently, all of our natural gas distribution divisions, except for om Mid-Tex Division, utilize 37 pipeline 
transportation companies, both interstate and intrastate, to transport our natural gas. The pipeline transportation 
agreements are firm and many of them have “pipeline no-notice’’ storage service which provides for daily 
balancing between system requirements and nominated flowing supplies. These agreements have been 
negotiated with the shortest term necessary while still maintaining our right of first refusal. The natural gas 
supply for our Mid-Tex Division is delivered by our Atmos Pipehe - Texas Division. 

Except for local production purchases, we select our natural gas suppliers through a competitive bidding 
process by requesting proposals from suppliers that have demonstrated that they can provide reliable service. 
We select these suppliers based on their ability to deliver gas supply to OUT designated firm pipeline receipt 
points at the lowest cost. Major suppliers during fiscal 2007 were Anadarko Energy Services, BP Energy 
Company, Chesapeake Energy Marketing, Inc., ConocoPhillips Company, Devon Gas Services, L.P., Enbridge 
Marketing (US) L.P., National Fuel Marketing Company, LLC, ONEOK Energy Services Company L.P”, 
Tenaska Marketing and Atmos Energy Marketing, LLC, our natural gas ma-keting subsidiary. 

held in storage, allows us the flexibility to adjust to changes in weather, which minimizes our need to enter 
into long-term firm commitments. We estimate our peak-day availability of natural gas supply to be 
approximately 4.2 Bcf. The peak-day demand for our natural gas distribution operations in fiscal 2007 was on 
February 15,2007, when sales to customers reached approximately 3.4 Bcf. 

To maintain our deliveries to high priority customers, we have the ability, and have exercised our r&t, to 
curtail deliveries to certain customers under the terms o i  interruptible contracts or applicable state statutes or 
regulations. Our customers’ demand on our system is not necessarily indicative of our ability to meet current 
or anticipated market demands or immediate delivery requirements because of factors such as the physical 
limitations of gathering, storage and transmission system, the duration and severity of coId weather, the 
availability of gas reserves from our suppliers, the ability to purchase additional supplies on a short-term basis 
and actions by iederal and state regulatory authorities. Curtailment rights provide us h e  flexibility to meet the 
human-needs requirements of our customers on a firm basis. Priority allocations imposed by federal and state 
regulatory agencies, as well as other factors beyond our control, m y  airect our ability to meet the demands of 
our customers. We anticipate DO problems with obtaining additional gas supply as needed for our customers. 

under terms of non-exclusive franchise agreements granted by the various cities and towns that we serve. At 

The combination of base load, peaking and spot purchase agreements, coupled with the withdrawal of gas 

The following briefly describes our six natural gas distribution divisions. We operate in OUI service areas 
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September 30,2007, we held 1,106 franchises having terms generally ranging from five to 35 years. A 
significant number of our franchises expire each year, which require renewal prior to the end of their terms. 
We believe that we will be able to renew our iranchises as they expire. Additional infomation concerning our 
natural gas distribution divisions is presented under the caption “Operating Statistics”. 

north-central, eastem and western parts of Texas, including the DallasFort Worth Metroplex. This division 
currently operates under one system-wide rate structure. However, the governing body of each municipality we 
serve has original jurisdiction over a l l  gas distribution rates, operations and services within its city limits, 
except with respect to sales of natural gas far vehicle fuel and agricultural use. The Railroad Commission of 
Texas (RRC) has exclusive appellate jurisdiction over all rate and regulatory orders and ordinances of the 
municipalities and exclusive original jurisdiction over rates and services to customers not located within the 
limits of a municipality. This division participates in Texas’ Gas Reliability InfTastructure Program (GRIP), 
which allows us to include in rate base annually approved capital costs incurred in the prior calendar year. The 
program also requires us to f i e  a complete rate case at least once every five years. 

420 communities across Georgia, Illinois, Iowa, Kentucky, Missouri, Tennessee and Virginia. The service areas 
in these states are primarily rural; however, this division serves Franklin, Tennessee, which is less than 20 miles 
from downtown Nashville. We update our rates in this division through periodic formal rate filings made with 
each state’s public service commission. 

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

Atnzos Energy Mid-Tex Division. Our Mid-Tex Division serves approximately 550 communities in the 

Atnios Energy Kentuckyhltid-States Division. Our Kentucky/Mid-States Division operates in more than 

In Louisiana, we serve nearly 300 communities, including the 

Afinos Energy West Texus Division. Our West Texas Division serves approximately 80 communities in 
West Texas, including the AmariUo, Lubbock and Midland areas. Like our Mid-Tex Division, each municipal- 
ity we serve has original jurisdiction over all gas distribution rates, operations and services within its city 
limits. Similarly, the West Texas Division also participates in G W ,  which requires us to file a complete rate 
case at least once every five years. 

northein half of the state, including the Jackson metropolitan area. Our rates in the Mississippi Division are 
updated annually through a stable rate filing without filing a formal rate case. 

170 communities throughout Calorado and Kansas and in the southwestern coiner of Missouri, including 
Olathe, Kansas, and Greeley, Colorado. Olathe is a southern suburb of Kansas City, near the Missouri border. 
Greeley is located 20 miles outside of Denver. We update our rates in this division through periodic formal 
rate filings made with each state’s public service cornmission. 

Atrizos Energy Mississippi Division. Tn Mississippi, we serve about 110 communities throughout the 

Atmos Energy Colorado-Kansas Division. Our Colorado-Kansas Division serves approximately 
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The following table provides a jurisdictional rate summary for our regulated operations. This information 
is for regulatory purposes only and may not be representative of our actual financial position. 

Division 

A b o s  Pipeline - Texas . . 
Colorado-Kansas . . . . . . . . . 

KentuckyMd-States . . . . . . 

Louisiana . . . . . . . . . . . . . . 

Mid-Tex . . . . . . . . . . . I . I . 
Mississippi . . . . . . . . . , . . . 
West Texas .. . . . I . . . . . . . . 

Jurisdiction 

Texas 
Colorado 
Kansas 
Georgia 
Illinois 
Iowa 
Kentucky 
Missouri 
Tennessee 
Virginia 
Trans LA 
LGS 
Texas 
Mississippi 
AlSlarilIo 
Lubbock 
West Texas 

- 

Division 

Amos Pipeline - Texas. . . . . . 
Colorado-Kansas . . . . . . . . . , . 

KentuckyMd-States . - . . . . . . 

Louisiana . . . . . . . . . . . . . . . . . 

Mid-Tex . . . . . . . . . . . . . . . . . . 
Mississippi . . . . . . . . . . . . . . . . 
West Texas. . , . . . . . . . . . . - .  

Jurisdiction 

Texas 
Colorado 
Kansas 
Georgia 
&Ois 

Iowa 
Kentucky 
Missouri 
Tennessee 
Virginia 
Trans LA 
LGS 
Texas 
Mississippi 
Amarillo 
Lubbock 
West Texas 

Effective 
Date of tast 
Rate Action 

5/%/04 
'711 105 
311 104 

12/20/05 
1 1 /1/00 
3/1/01 
8/1/07 
3/4/07 

11/4/07 
8/1/04 
4/1/07 
7/1/07 
4/1/07 
1/1/05 
9/1/03 
3/1/04 
5/1/04 

Rate Base 
(thousands)(! 

$417,1 I 1  
84,711 

(2) 
62,380 
24,564 
5,000 

(2) 
(2) 

186,506 
30,672 
96,848 
207,587 

1,043,857 
196,80 1 
36,844 
43,300 
87,500 

Authorized Debt/ 
Equity Ratio 

50150 
52/48 

(2) 
55/45 
67/33 
57/43 

(2) 
(2) 

56/44 
52/48 
52/48 
52/48 
52/48 
47/53 
50150 
50/50 
50/50 

Bad 
Debt 

Riderc3) 

No 
No 

Yes 
No 
No 
No 
No 
No 
No 

Yes 
No 
No 
No 
No 

Yes 
No 
No 

- 

Authorized 
Rate of 
Return''' 

Authorized 
Return on 
Eauitv") 

8.258% 
8.95% 

(2) 
7.57% 
9.18% 

(2) 
(2) 
(2) 

8.46% - 8.96% 

(2) 
(2) 

7.903% 
8.23% 
9.88% 
9.15% 
8.77% 

8.03% 

10.00% 
I 1.25% 

(2) 
10.13% 
1 I .56% 
1 1 .00% 

(2) 
(3 

10.48% 
9.50% - 10.50% 
10.00% - 10.80% 

10.40% 
10.00% 
9.80% 
12.00% 
1 1.25% 
10.50% 

WNA 

N/A 
No 

Yes 
YeS 
No 
No 

Yes 

Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
YeS 
Yes 

- 

 NO(^) 

Petformance- 
Based Rate 
pr0gatd4) 

N/A 
No 
No 

Yes 
No 
No 

YeS 
No 

Yes 
No 
No 
No 
No 
No 
No 
No 
No 

N/A 
109,860 
127,824 
70,606 
23,342 
4,455 

177,988 
59,672 

133,715 
23,721 
79,985 

277,497 
1,518,119 

270,980 
69,772 
73,672 

165,919 

( I )  'Ttie rate base, authorized rate of return and authorized return on equity presented in this table are those 
from the last base rate case for each jurisdiction. These rate bases, rates of return and returns on equity 
are not necessarily indicative of current or future rate bases, rate.. of return or returns on equity. 

(2) A rate base, rate of return, return on equity or debdequity ratio was not included i n  the respective state 
commission's final decision. 
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(3) The bad debt rider allows us to recover from ratepayers the gas cost portion of uncollectible accounts. 
(4) The perhmanc&ased rate program provides incentives to ~ t u i a l  gas uti!ity companies to minimize pur- 

chased gas cos& by allowing the utility company and its customers to share the purchased gas cost savhgs. 
The lMissouri jurisdiction has a straight-fned variable rate design which decouples gross profit margin 
from customer usage pattenis. 

Natural Gas Distribution Sales and Statistical Duia 
Year Ended September 30 

2007 2006 200s[~) mod 2003"' --- 
METERS IN SERVICE, end of year 

Residential ....................... 2,893,543 2,886,042 2,862,822 1,506,777 1,498,586 
Commercial . . . . . . . . . . . . . . . . . . . . . .  272,08 1 275,577 274,536 151,38 1 151,008 
Industrial ........................ 2,339 2,66 1 2,715 2,436 3,799 
Agricultural ...................... 10,991 8,714 9,639 8,397 9 3  14 
Public authority and other . . . . . . . . . . . .  8,173 8,205 8,128 10,145 9,891 

Total meters .................... 3,187,127 3,181,199 3,157,840 1,679,136 1,672,798 

Bcf . . . . . . . . . . . . . . . . . . . . . . . . . . . .  58.0 59.9 54.7 27.4 23.9 

-- 

INVENTORY STORAGE BALANCE - 
HEATING DEGREE DAYS"' 

Actual (weighted average) . . . . . . . . . . . .  2,879 2,527 2,587 3,271 3,473 
Percent of normal . . . . . . . . . . . . . . . . . .  100% 87% 89% 96% 101% 

SALES VOLUMES - MMcf") 
Gas Sales Volumes 

Residential . . . . . . . . . . . . . . . . . . . . . . .  166,612 144,780 162,O 16 92,208 97,953 
Commercial ...................... 95,514 87,006 92,40 1 44,226 45,611 
Industrial ........................ 22,914 26,161 29,434 22,330 23,738 
Agricultural ...................... 3,691 5,629 3,348 4,642 7,884 
Public authority and other ............ 8,596 8,457 9,084 9,813 9,326 

Total gas sales volumes . . . . . . . . . . . .  297,327 272,033 296,283 173,219 184,512 
Transportation volumes. . . . . . . . . . . . . . . .  135,109 126,960 122,098 87,746 70,159 

Total throughput. .................... 432,436 398,993 418,381 260,965 254,671 

OPERATING REVENUES (ooo's)(~) 
Gas Sales Revenues 

Residential.. ..................... $1,982,801 $2,068,736 $1,791,172 $ 923,773 $ 873,375 
Commercial ...................... 970,949 1,061,783 869,722 400,704 367,961 
Industrial ........................ 195,060 276,186 229,649 155,336 151,969 
Agricultural ...................... 28,023 40,664 27,889 31,851 48,625 
Public authority and other . . . . . . . . . . . .  86,275 - 103,936 86,853 77,178 65,921 

Total gas sales revenues. . . . . . . . . . . .  3,263,108 3,551,305 3,005,285 1,588,842 1,507,851 
Transportation revenues . . . . . . . . . . . . . . .  59,813 62,215 59,996 31,714 30,461 
Other gas revenues. . . . . . . . . . . . . . . . . . .  35,844 37,071 37,859 17,172 15,770 

Total operating revenues . . . . . . . . . . .  $3,358,765 $3,650,591 $3,103,140 $1,637,728 $1,554,082 

Average transporktion revenue per Mcf. .  . .  $ 0.44 $ 0.49 $ 0.49 $ 0.36 $ 0.43 
Average cost of gas perMcf sold.. . . . . . . .  $ 8.09 $ 10.02 $ 7.41 $ 6.55 $ 5.76 
Employees ......................... 4,472 4,402 4,327 2,742 2,817 

See footnotes following these tables. 

9 



Natural Gas Distribution Sales and Stutistical Data By Division 
- Year Ended Septcmbu 30,2407 

Mid-Tor Mid-Sfates Louisiana Texas Mississippi Kansas Othd4’ Total 
Kcntufkg/ Wffil Colorndo- 

~ -.- - -~ --- 
METERS IN SERVICE 

Rcsidennal . . . . . . . . . . . . . . . . . .  
Commercial . . . . . . . . . . . . . . . .  
Industrial . . . . . . . . . . . . . . . . . . .  
Agricdtuial . . . . . . . . . . . . . . . . .  
Public authority and other . . . . . . . .  

Total . . . . . . . . . . . . . . . . . .  

FIEATING DEGREE DAI’S‘’’ 
Actual ..................... 
Percent of normal . . . . . . . . . . . . .  

SALES VOLUMES -- MMd” 
Gas Sales Voiuines 

Residential.. . . . . . . . . . . . . . . . .  
Commercial . . . . . . . . . . . . . . . . .  
Industrial . . . . . . . . . . . . . . . . . . . . .  
Ag~icultu~al . . . . . . . . . . . . . . . . .  

1,398,274 434.529 334,467 270,557 240,073 27 5,643 -. 

119,660 54,964 23,015 25,460 27461 21,521 - 

__ - -_ 10,685 - 306 - 
- 2,623 I 2,140 2,827 583 - 

1,518,119 493,043 357,482 309,363 270,980 238,140 __ 

- 185 927 - 52 1 619 87 

I.-”-..-.- .- - ---- - - - 
~------  ~ - - - ~ - -  

2,893,543 
272,081 

2,339 
10.991 
8,173 

3.1 87,127 

2,332 3,831 1,638 3,537 2,759 5,732 I 

100% 97% 105% 99% 101% 104% - 
2,879 

100% 

78,140 25,900 13,292 18,882 13,314 17,084 __ 
50,752 16,137 7.138 7,671 6,859 6,957 - 
3,946 7,439 _I 3,521 7,672 336 - 

___ - - 3,079 __ 612 __ 

166,612 
95,5 14 
22,914 
3,691 

. . . . . . . .  8,596 1,454 -I 2,297 3,386 1.459 - Public authority and other - ~ __I- - - - - ~ 

Total .................... 
Transporiittion volumes. . . . . . . . . . . .  
Total throughput . . . . . . . . . . . . . . . . .  

OPERATING MARGIN (OOO*S)(~) .I 

OPERATING EXPENSES (OOO’S)(~) 
Operation and maintenance . . . . . . .  
Depreciation and ainmtization I . . . 
Taxes, other than income, ~ . . I I . . 
Impairment of long-lived assels. . , ~ , 

OPERATING INCOME (OOO’S)~~). . . .  
CAPITAL EXPENDITURES (000’s). . 
PROPERTY, PLANT AND 

EQUIPIWINT, NET (000’s) .I . . I . 
OTHER STATISTICS, at year end 

Miles of pipe . . . . . . . . . . . . . . . .  
Employees ................... 

- 297.327 
- 135,109 -- 
I 432,436 -- -- 

$ - $ 952,684 

132,838 
49,337 

182,175 

$ 433,279 

-I__ 

50,930 
46,852 

97,782 

$1 51,442 

20.430 
6,841 

27,271 

$108,908 

35,450 
21,709 

57,159 

$ 90,285 

26,448 
8,298 

34,746 
-- 

$ 73,904 

31,231 
2,072 

33,303 

$ 94,866 

$ 171,416 
$ 82,524 
$ 107,476 
$ 3,289 
$ 68,574 
$ 140,037 

$1,356,453 

$ 61,029 

$ 13,813 

$ 42,161 

$ 34,439 

$ - -  

$ 59,641 

$656,920 

$ 34,805 
$ 20,941 
$ 8,969 
$ -  
$ 44,193 
$ 40,752 

$345,535 

$ 34,187 
$ 14,026 
$ 21,036 
$ .- 
$ 21,036 
$ 27,031 

$ 47,318 
$ 10,886 
$ 13,437 
$ -’ 

$ 23,225 
$ 20,643 

$ 30,026 
$ 14,372 
$ 7,114 
$ _- 
$ 22,392 
$ 21,395 

$ 394 $ 379,175 
$ - $ 177.188 
$ - $ 171,845 
$ $ 3,289 
$ (394) $ 221,187 
$ 17,943 $ 327,442 

$327,189 $3,251,144 $258,622 $24 1,796 $264,629 

28,324 
1,415 

12,08 I 
633 

8,216 
422 

14,603 
340 

6,496 
409 

6,642 
269 

__ 76,362 
984 4,472 

See footnotes following these tables. 
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Year Ended September 30,2006 - 
Kentucky/ \Vest Colondn- 

Mid-Ta Mid-Statcr huisiana Texas Misshippi Kansas Otherf4’ Total -- ----- -.- 
MXTJ3RS IN SERVICE 

Residential .................. 1,390,450 436,406 330,694 271,520 241,406 213,566 __ 2,886,042 
Commercial . . . . . . . . . . . . . . . . .  122,263 54,914 23,108 25,984 27,868 21.440 - 275,577 
lndustrial ......... 205 92 1 - 808 643 84 - 2,661 
Agricultunl ................. __ - 8,402 - 312 - 8,714 
Public aurhority and orher . . . . . . . .  - 2,671 __ 2,166 2,825 543 - 8.205 

Total .................... 1,512,918 494,912 353,802 310,880 272,742 215,945 3,181,199 -------- 
---___I---- 

HEATING DEGREE DAYS“’ 
Actud . . . . . . . . . . . . . . . . . .  1,697 3,932 1,319 3,561 2,757 5,466 - 2,527 
Percenrofnonniil . . . . . . . . . . . . .  72% 98% 78% 100% 102% 99% - 87% 

SALES V0Z;UMEs - Wd3’ 
Gas Sales Volumes 

. . . . . . . . . . . .  65,012 24,314 12,131 15,609 12,601 15,313 - 144,780 
Commercial . . . . . . . . . . . . . . . . . . .  45,558 15,854 6,944 6,309 6,440 5,901 - 87,006 
Industrial.. . . . . . . . . . . . . . . . . .  4,784 8,775 _I 3,933 8,250 419 - 26.161 

- - 5,010 .- 619 - 5,629 
. . . . . . . .  - 1,463 - 1,962 3,642 1.390 __ 8,457 

115,354 50,406 19,075 32,823 30,933 23,442 I 272,033 
I . . 47,608 46,525 6,310 15,135 1,702 9,680 126,960 

162,962 96,931 25,385 47,958 32,635 33,122 - 398,993 

$ 412,334 $157,013 $ 98,502 $ 93,693 $ 92,515 $ 71,000 $ - $ 925,057 

Operationand maintenance . . . . . . . .  $ 154,432 $ 58,022 $ 40,741 $ 33,332 $ 44,533 $ 28,235 $ (1.756) $ 357,519 
Deprechtion and amortization . , . $ 74,375 $ 33,808 $ 21,201 $ 13,690 $ 10,596 $ 13,578 $ (2,755) $ 164,493 
Taxes, other than income.. ....... $ 111,844 $ 15,290 $ 8,788 $ 21,509 $ 14,110 $ 6,663 $ - $ 178,204 

OIIERATING INCOME (OOO’S)(~). $ 71,703 $ 49,891 $ 27,772 $ 7,215 $ 23,276 E 22524 $ 4,511 $ 201,894 
CAPITAL EXPENDITURES (000’s). $ 134,762 $ 54,952 $ 32,218 $ 27,374 $ 15,389 $ 19,466 $ 23,581 $ 307,742 
PROPERTY, PLANT AND 

EQUIPMENT, NET (000’s) . . . . . .  $1,262,516 5627,875 $328,310 $253,086 $226,690 $252,584 $132,240 $3,083,301 
OTHER STATISTICS, at year cnd 

Miles of pipe . . . . . . . . . . . . . . . .  27,856 11,952 8,214 14,837 6,4i5 6,601 _I 75,869 

- - --- - - - - - ~  - 
-------- Transportation volumes 

- - - - - - - - -------- 
OPERATING EXPENSES ( o o o ~ s ) ( ~  

tmpaiment of long-lived assets. . . . .  $ $ - $ $ 22,947 $ - $ - $ -- $ 22,947 

Employees . . . . . . . . . . . . . . . . . .  1,458 636 412. 341 437 263 855 4,402 
- 
Notes to preceding tables: 

The operational and statistical information includes the operations of the Mississippi Division since the 
December 3, 2002 acquisition date and the Mid-Tex Division since the October I, 2004 acquisition date. 
A heating degree day is equivalent to each degree that the average of the high and the low temperatures 
for a day is below 65 degrees. The colder the climate, the greater the number of heating degree days. 
Heating degree days are used in the natural gas industry to measure the relative coldness of weather and 
to compare relative temperatures between one geographic area and another. Normal degree days are based 
on National Weather Service data for selected locations. For service areas that have weather normalized 
operations, normal degree days are used instead of actual degree days in computing the total number of 
heating degree days. 
Sales volumes, revenues, operating margins, operating expense and operating income reflect segment 
operations, including intercompany sales and transportation amounts. 
The Other column represents our shared services unit, which provides administrative and other support to 
the Company. Certain costs incurred by this unit are not allocated. 



Re,@ated Transmission and Storage Segment Overview 

Our re,dated transmission and storage segment consists of the regulated pipeline and storage operations 
of our Atmos Pipeline -- Texas Division. The Amos Pipeline - Texas Division transports natural gas to our 
Mid-Tex Division, transports natural gas €or third parties and manages five underground storage reservoirs in 
Texas. We also provide ancillary services customary in the pipeline industry including parking arrangements, 
lending and sales of inventory on hand. Parking arrangements provide short-term interruptible storage of gas 
on our pipeline. Lending services provide short-term interruptible loans of natural gas from our pipeline to 
meet mxket demands. These operations represent one of the largest intrastate pipeline operations in Texas 
with a heavy concentration in the established natural gas-producing areas of central, norzheru and eastern 
Texas, extending into or near the major producing areas of the Texas Gulf Coast and the Delaware and Val 
Verde Basins of West Texas. Nine basins located in Texas are believed to contain a substantial portion of the 
nation's remaining onshore natural gas reserves. This pipeline system provides access to all of these basins. 

Regulated 7kansmkswn and Storage Sales and Statistical Dah 
Year Ended September 30 

2007 mn5 2004") 2003"' 

CUSTOMERS, end of year 
Industrial . . . . . . . . . . . . . . . . . . . . . . . . . . .  65 67 66 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  196 I78 191 

Total ............................. 261 245 257 

VOLUMES - M M c ~ ~ )  . . . . . . . . . . . . . . . .  699,006 581J72 554,452 

Employees, at year end. . . . . . . . . . . . . . . . . . .  54 85 78 

PIPELWE TRANSPORTATION 

OPERATING RIEVEMJES (000'~)'~) . . . . . . .  $163,229 $141,133 $142,952 

(I) Amos Pipeline - Texas was acquired on October 1 ,  2004, the first day of our fiscal 2005 year. 
(2) Transportation volumes and operating revenues reflect segment operations, including intercompany sales 

and transportation amounts. 

Natural Gas Marketing Segment Overview 

Our natural gas marketing activities are conducted through Amos Energy Marketing (AEM), which is 
wholly-owned by Atmos Energy Holdings, Inc. (MH) ,  a wholly-owned subsidiary of AEC, which operates in 
22 states. AEM provides a variety of natural gas management services to municipalities, natural gas utility 
systems and industrial natural gas consumers primarily in the southeastern and midwestern states and to our 
Colorado-Kansas, KentuckyMd-States and Louisiana divisions. These services primarily consist of furnishing 
natural gas supplies at fixed and market-based prices, contract negotiation and administration, load forecasting, 
gas storage acquisition and management services, transportation services, peaking sales and balancing services, 
capacity utilization strategies and gas price hedging through the use of derivative instruments. We use 
proprietary and customer-owned transportation and storage assets to provide the various seivices our customers 
request As a result, our revenues arise from the types of commercial transactions we have structured with our 
customers and include the value we extract by optimizing the storage and transportation capacity we own or 
control as well as revenues for services we deliver. 

To optimize the storage and transportation capacity we own or control, we participate in transactions in 
which we combine the natural gas commodity and transporntion costs to minimize OUT costs incurred to serve 
our customers by identifying the lowest cost alternative within the natural gas supplies, transportation and 
markets to which we have access. Additionally, we engage in natural gas storage transactions in which we 
seek to find and profit from the pricing differences that occur over time. We purchase physical natural gas and 
then sell financial contracts at favorable prices to lock in a gross profit margin. Through the use of 
transportation and storage services and derivative contracts, we are able to capture gross profit margin through 
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the arbitrage of pricing differences in various locations and by recognizing pricing differences that occur over 
time. 

AEM’s management of natural gas requirements involves the sale of natural gas and the management of 
storage and transportation supplies under contracts with customers generally having one to two year terms. 
AEM also sells natural gas to some of its industrial customers on a delivered burner tip basis under contract 
terms fkom 30 days to two years. 

Natural Gas Marketing Sales and Slat;istical Dah 
Year Ended September 30 

2003 -- 2007 2006 2005 2004 

CUSTOMERS, end of year 
Industrial . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  677 679 559 63 8 644 
Municipal ........................... 68 73 69 80 94 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total ............................. 
28 I 

1,026 
-- 289 

1,041 

21 1 

839 

237 

955 

202 

940 

INVENTORY STORAGE BALANCE - Bcf I . . 19.3 15.3 8.2 5.2 17.6 

NATURAL GAS MARKETING SALES 

OPERATING REvENIlEs (OOO’s)(‘) ......... $3,151,330 $3,156,524 $2,106,278 $1,618,602 $1,668,493 
VOIJTMS ---MMcf!’’ . . . . . . . . . . . . . . . . .  423,895 336,516 273,201 265,090 294,785 

Sales volurnes and operating revenues reflect segment operations, including intercompany sales and trans- 
portation amounts. 

Pipeline, Storage and Other Segment Overview 

Our pipeline, storage and other segment primarily consists of the operations o i  Atmos Pipeline and 
Storage, LLC (APS),  Atrnos Energy Services, LLC (Am) and Atmos Power System, hc., which are each 
wholly-owned by AEH. 

APS owns or has an interest in underground storage fields in Kentucky and L,ouisiana We use these 
storage facilities to reduce the need to contract €or additional pipeline capacity to meet customer demand 
during peak periods. Additionally, beginning in fiscal 2006, APS initiated activities in the natural gas gathering 
business. As of September 30,2007, these activities were limited in nature. 

A E S ,  through December 31, 2006, provided natural gas management services to our natural gas 
distribution operations, other than the Mid-Tex Division. These services included aggregating and purchasing 
gas supply, arranging transportation and storage logistics and ultimately delivering the gas to our natural gas 
distribution service areas at competitive prices. Effective January 1,2007, our shared services function began 
providing these services to our natural gas distribution operations. AE3 continues to provide limited services 
to our natural gas distribution divisions, and the revenues AES receives are equal to the costs incurred to 
provide those services. 

Through Atmos Power Systems, Inc., we have constmcted electric peaking power-generating plants and 
associated facilities and lease these plants through lease agreements that are accounted for as sales under 
generally accepted accounting principles. 

Through January 2004, United Cities Propane Gas, Inc., a wholly-owned subsidiary of Atmos Energy 
Holdings, Tnc., owned an approximate 19 percent membership interest in U.S. Propane L.P. (USP), a joint 
venture formed in Februaiy 2000 with other utility companies to own a limited partnership interest in  Heritage 
Propane Partners, L.P. (Heritage), a publicly-traded marketer of propane through a nationwide retail distribu- 
tion network. During fiscal 2004, we sold our interest in USP and Heritage. As a result of these transactions, 
we no longer have an interest in the propane business. 
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Pipeline, Storage and Other Sales and Slatistical Data 

.-- Year Ended Septmiber 30 
W07 2006 2005 2004 2003 ----- 

OPERATKNG REWWES (000's)"' . . . . . . , , . . . . $33,400 $25,574 $15,639 $23,151 $23,151 

MMcf(') . . . . . . .  . .  . . .  . .  . .  . . .  . .  . . . .  . . .  . . .  . 7,710 9,712 7,593 9,395 11,648 
INVENTORY STORAGE BALANCE - Bd . , . . . 2.0 2.6 1.8 2.3 2.3 

PIPELINE TRANSPORTATION VOLUMES - 

Transportation volumes and operating revenues reflect segment operations, including intercompany sales 
and transportation amounts. 

Ratemaking Activity 

Overview 

The method of determining regulated rates varies among the states in which our natural gas distribution 
divisions operate. The regulatory authorities have the responsibility of ensuring that utilities under their 
jurisdictions operate in the best interests of customers while providing utility companies the opportunity to 
earn a reasonable return on their investment. Generally, each regulatory authority reviews rate requests and 
establishes a rate structure intended to generate revenue sufficient to cover the costs of doing business and to 
provide a reasonable return on invested capital. 

Rates established by regulatory authorities often include cost adjustment mechanisms that (i) are subject 
to significant price fluctuations compared to the utility's other costs, (ii) represent a large component of the 
utility's cost of service and (iii) are generally outside the control of the utility. 

Purchased gas mechanisms represent a common form of cost adjustment mechanism. Purchased gas 
adjustment mechanisms provide gas utility 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 fluctuate with the cost of gas that we purchase, natural gas distribution gross profit (which 
i s  defined as operating revenues less purchased gas cost) is generally not affected by fluctuations in the cost of 
gas. 

Additionally, some jurisdictions have introduced performance-hased ratemaking adjustments to provide 
incentives to natural gas utilities to minimize purchased gas costs through improved storage management and 
use of financial hedges to lock in gas costs. Under the performance-based ratemaking adjustment, purchased 
gas costs savings x e  shared between the utility company and its customers. 

Current Ratemaking Strategy 

Our current rate strategy focuses on seeking rate designs that reduce or eliminate regulatory lag and 
separate the recovery of our approved margins from customer usage patterns due to weather-related variability, 
declining use per customer and energy conservation, also known as decoupling. Additionally, we are seeking 
to stratify rates to benefit low income households and to recover the gas cost por&ion of our bad debt expense. 

Improving rate design i s  a long-term process. In the interim, we are addressing regulatory lag issues by 
directing discretionary capital spending to jurisdictions that permit us to recover our investment timely and file 
rate cases on a more frequent basis to minimize the regulatory lag to keep our actual returns more closely 
aligned with ow allowed returns. 
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Recent Ratemaking Activiity 

Approximately 97 percent of our natural gas distribution revenues in the fiscal years ended September 30, 
2007, 2006 and 2005 were derived from sales at rates set by or subject to approval by local or state authorities. 
Of that amount, approximately 90 percent of our rate increases over the last three fiscal years have been 
obtained through rate making mechanisms that allow us to automatically refresh our rates without filing a 
formal rate case. Net annual revenue increases resulting from ratemaking activity totaling $40.1 milfion, 
$39.0 million and $6.3 million became effective in fiscal 2007, 2006 and 2005 as summarized below: 

Iucnase (Decrease) to Revenue 
For the Year Ended September 30 

2507 2006 2005 
(In thousands) 

- ~ -  Rate Action -. 

GRIP filings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $25,624 $34,320 $1,802 
Stable rate filings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,628 3,326 4,525 
Rate case filings ....................................... 4,221 (191) 
Other rate activity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,359) 1,565 

- 

-- --- ~ -- 
$40,114 $39,020 $6,327 

Additionally, the following ratemaking efforts were initiated during fiscal 2007 but had not been 
completed as of September 30, 2007: 

Division Rate Action Jurisdiction Revenue Reque-stcd 
(In thousands) 

Colorado-Kansas . . . . . . . . . . . . . . . . . . . . . . . . . . .  Rate Case Kansas $ 4,978 
KeatuckylMid-States . . . . . . . . . . . . . . . . . . . . . . . .  Rate Case") Tennessee 11,055 
Mid-Tex . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Rate Case Texas 51,945 

$67,978 
-- 

(l) The Tennessee rate case was settled in October 2007, resulting in an increase in annual revenue of 
$4.0 million and a $4.1 million reduction in depreciation expense. 
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Our recent ratemaking activity is discussed in greater detail below. 

GRIP Filings 

As discussed above in the ?Natural Gas Distribution Segment Overview," GRIP allows natural gas utility 
companies the opportunity to include in their rate base annually approved capital costs incurred in the prior 
calendar year. The following table summarizes our GRIP filings with effective dates during the years ended 
September 30, 2007,2006 and 2005: 

Incremental Net Additional 
UWity Plant A n U d  Effective 

Division Calendar Year Investment Revenue Date 
(In tbousands) (In thousands) 

2007 GRZP: 
Atrxios Pipeline - Texas .................... 2006 $ 88,938 $13,202 9/14/07 
Mid-Tex 2006 62,375 12,422 9f 14/07' ................................ 

Total 2007 GRIP ........................ $15 1,3 13 $25,624 

2006 GRIP: 
Mid-Tex" ' . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2005 $ 62,156 $11,891 911 106 
West Texas .............................. 2005 3,802 - 9/1/06 

West Texas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2004 22,597 3,802 5/4/06 

Atmos Pipeline -Texas . . . . . . . . . . . . . . . . . . . .  2004 10,640 1,419 1/1/06 

Atmos Pipeline -Texas .................... 2005 21,486 3,286 8/1/06 

Mid-'I'ex(" . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2004 28,903 6,73 1 Y1/06 

Mid-Tex ' " .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2003 3251 8 6,691 10/1/05 -- 
Total 2006 GRIP ........................ $182,102 $34,320 

2005 GRIP: 
Amos Pipeline - Texas . . . . . . . . . . . . . . . . . . . .  2003 $ 11,038 $ 1,802 4/1/05 

Total 2005 GRIP ........................ $ 11,038 $ 1,802 

GRIP pending approval: 
.............................. West Texas 2006 $ 7,022 -- $ 1,234 (2) 

Total ................................. $ 7,022 $ 1,234 

(l) The order issued by the RRC in the Mid-'rex rate case required an immediate refund of amounts collected 
from the Mid-Tex Division's 2003-2005 GRIP f h g s  of approximately $2.9 million. This refund is not 
reflected in the amounts in the table above. 

@) The West Texas 2006 GRIP filing is pending authorization from the RRC and the cities. 

I 
~ 
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Stable Rate Filings 

As an instrument to reduce regulatory lag, a stable rate filing is a regulatory mechanism designed to allow 
us to refresh our rates on a periodic basis without f h g  a formal rate case. As discussed above in the “Natural 
Gas Distribution Segment Overview,” we currently have stable rate f i g s  in our Louisiana and Mississippi 
Divisions. The following table summarizes our recent stable rate f i g s :  

Additional 
Annunl Effective 

Division Jurisdiction Test Year Ended Revenue Dale 
(Tn thousands) 

2007 Stable Rate Filings: 
Mississippi ............................... Mississippi 6/30/07 $ -  11/1/07 
Louisiana ................................ LGS 12/31/06 665 711 107 
Louisiana ................................ Transla 9/30/06 1,445 411 107 
Louisiana ................................ IGS I 213 1 /OS 931 8 &/I 106 

Total 2007 Stable Rate Filings . . . . . . . . . . . . . . .  $1 1,628 

2006 Stable Rate Filings: 
Mississippi ............................... Mississippi 6/30/06 $ -  11/1/06 
Louisiana . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  LGS 1213 1/03 3,326 2/1/06 

Total 2006 Stable Rate Filings . . . . . . . . . . . . . . .  $ 3,326 

2005 Stable Rate Filings: 

Louisiana . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  LGS 
Mississippi . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Mississippi 9/30/04 $ 4,300 2/2/05 

1 2 3  1/02 225 10/1/04 

Total 2005 Stable Rate Filings . . . . . . . . . . . . . . .  $ 4,525 

Rate Case Filings 

A rate case is a formal request from Atmos Energy to a state’s commission to increase rates that are 
charged to customers. Rate cases may also be initiated when the regulatory authorities request us to juskfy OUT 
rates. This process is referred to as a “show cause” action. Adequate rates are intended to provide for recovery 
of the Company’s costs as well as a fair rate of return to our shareholders as well as ensure that we continue 
to deliver reliable, reasonably priced natural gas service to our customers. The following table summarizes our 
recent rate cases: 

Division State - 

2007 Rate Case Filings: 
KentuckyMid-States. ............................ Kentucky(’) 
Mid-Tex . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Texas‘2) 
KentuckyMd-States.. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Mi~souri‘~’ 
KentuckyMid-States. ............................ Tennessee 

Total 2007 Rate Che  Filings. .................... 
2006 Rate Case Filings: 
KentuckyMid-States. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Georgia 
Mississippi. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Mississippi 

Total 2006 Rate Case Filings 

See iootnotes on the following page. 

lncrease 

io Annual 
Revenue 

@-=e) 
Effective 

Date 
(In thousaods) 

$ 5,500 
4,793 

(6,072) 

- 

$4,221 

811 107 
411 I07 
3/4/07 

1211 5/06 

1 1/22/05 
1011 105 
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( I )  In February 2005, the Attarney General of the State of Kentucky filed a complaint with tlie Kentucky Pub- 
lic Service Commission (KPSC) alleging that our rates were producing revenues in excess of reasonable 
levels. In June 2007, the KPSC issued an order dismissing the case. In December 2006, the Company fded 
a rate application for an increase in base rates. Additionally, we proposed to implement a process to 
review our rates annually and to collect the bad debt portion of gas costs directly rather than through the 
base rate. In July 2007, the KPSC approved a settlement we had reached with the Attorney General for an 
increase in annual revenues of $5.5 million effective August 1,2007. 

(2) In March 2007, the RRC issued an order, which increased the Mid-Tex Division’s annual revenues by 
approximately $4.8 miILion beginning April 2007 and established a permanent WNA based on 10-year 
average weather effective for the months of November through April of each year. The RRC also approved 
a cost allocation method that eliminated a subsidy received from industrial and transportation customers 
and increased the revenue responsibility for residential and commercial customers. However, the order also 
required an immediate refund of amounts collected from our 2003 - 2005 GRIP f h g s  of approximately 
$2.9 nillion and reduced our total return to 7.903 percent from 8.258 percent, based on a capital structure 
of 48.1 percent equity and 51.9 percent debt with a return on equity of 10 percent. 

(3 The Missouri Commission issued an order in March 2007 approving a settlement with rate design changes, 
including revenue decoupiing through the recovery of all non-gas cost revenues through fixed monthly 
charges and no rate increase. 

Other Ratemaking Activity 

The following table summarizes other ratemaking activity during the years ended September 30, 2007, 
2006 and 2005: 

Increase 
(Decrease) ERectire 

_- Division Jurisdiction Rate A c t i v i t y  in Revenue Date 
(In thousands) 

2007 Other Rate Activity: 
Mid-Tex.. . . . . . . . . . . . . . . . . . . . . . . .  Texas GRIP Refund $(2,887) 4/1/07 
Colorado-Kansas.. ................. Kansas Ad VaIorem Tax 1,528 1 / I  /07 

2007 Other Rate Activity. . . . . . . . . . .  $(1,359) 

2006 Other Rate Activity: 
Colorado-Kansas. . . . . . . . . . . . . . . . . . .  Kansas Ad Valorem Tax $ 1,565 1/1/06 

2006 Other Rate Activity. .......... $ 1,565 

In December 2006, the Louisiana Public Service Commission issued a staff report allowing the deferral 
of $4.3 million in operating and maintenance expenses in our Louisiana Division to allow recovery of all 
incremental operation and maintenance expense incurred in fiscal 2005 and 2006 in connection with our 
Hw~cane  Katrina recovery efforts. 

In September 2006, our Mid-Tex Division fded its annual gas cost reconciliation with the RRC. The 
riling reflects approximately $24 million in refunds of amounts that were overcoLIected from c~storners 
between July 2005 and June 2006. The Mid-Tex Uivision received approval to refund these amounh over a 
six-month period, which began in November 2006. The iuling had no impact on the gross profit for the Mid- 
Tex Division. 

In May 2007, our Mid-Tex Division filed a 36-month gas contract review filing. This filing is mandated 
by prior RRC orders and covers the prudence of gas purchases made 6om November 2003 through October 
2006, which total approximately $2.7 billion. An agreed-upon procedural schedule has been filed with the 
RRC, which estabfished a hearing schedule begimhg in December 2007. 

I 
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In August 2007, ow Colorado-Kansas Division a,.reed with the Colorado Oilice of Consumer Counsel 
and the staff of the cojorddo Public XJtility Commission to issue a one-time credit to our Colorado customers 
of $1.1 d o n  on customer bills in January 2008. 

Other Regulation 

Each of our natural gas distribution divisions is regulated by various state or local public utility 
authorities. We are also subject to regulation by the United States Department of Tmsportation with respect 
to sdety requirements in the operation and maintenance of our gas distribution facilities. In addition, our 
distribution operations are also subject to various state and federal laws regulating environmental matters. 
From time to time we receive inquiries regarding various environmental matters. We believe that our properties 
and operations substantially comply with and are operated in substantial conformiry with applicable safety and 
environmental statutes and regulations. There are no administrative nor judicial proceedings arising under 
environmental quality statutes pending or known to be contemplated by governmental agencies which would 
have a material adverse effect on us or our operations. Our environmental claims have arisen primarily from 
former manufactured gas plant sites in Tennessee, Iowa and Missouri. 

The Federal Energy Regulatory Commission (FERC) allows, pursuant to Section 31 1 of the Natural Gas 
Policy Act, gas transportation services through our Atmos Pipeline - Texas assets “on behalf of ’  interstate 
pipelines or local distribution companies senled by interstate pipelines, without subjecting these assets to the 
jurisdiction of the FERC. 

Competition 

Although our natural gas distribution operations are not currently in significant direct competition with 
any other distributors of natural gas to residential and commercial customers within our service areas, we do 
compete with other natural gas suppliers and suppliers of alternative fuels for sales to industrial and 
agricultural 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. Prornotional incentives, improved equipment efficiencies and 
promotional rates all contribute to the acceptability of electrical equipment. The principal means to compete 
against aliemative fuels is lower prices, and natural gas historically has maintained its price advantage in the 
residential, commercial and industrial markers. However, higher gas prices, coupled with the electric utilities’ 
marketing efforts, have increased competition for residential and commercial customers. In addition, AEM 
competes with other natural gas brokers in obtaining natural gas supplies for our customers. 

Employees 

At September 30, 2007, we had 4,653 employees, consisting of 4,526 employees in our regulated 
operations and 127 employees in our nonregulated operations. 

Available Information 

Our Annual Reports OD Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and 
other reports, and amendments to those reports, that we file with or furnish to the Securities and Exchange 
Commission (SEC) are available free of charge at our website, nrMrw.amro.~eizergJ?com, as soon as reasonably 
practicable, after‘ we electronically f i e  these reports with, or furnish these reports to, the SEC. we will dso 
provide copies of these reports free of charge upon request to Shareholder Relations at the address and 
telephone number appearing below: 

Shareholder Relations 
Atmos Energy Corporation 
P.O. Box 650205 
Dallas, Texas 75265-0205 
972-855-3729 
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Corporate Governance 

governance-related listing standards of the New York Stock Exchange (NYSE), the Board of Directors of the 
Company has established and periodically updated our Corporate Governance Guidelines and Code of 
Conduct, which is applicable to all directors, officers and employees of the Company. In addition, in 
accordance with and pursuant to such NYSE listing standards, our Chief Executive Oficer, Robert W. Best, 
has certified to the New York Stock Exchange that he was not aware of any violation by the Company of 
NYSE corporate governance listing standards. The Board of Directors has also periodically updated the 
charters for each of its Audit, Human Resources and Nominating and Corporate Governance Committees. All 
of the foregoing documents are posted on the Corporate Governance page of our website. We will also provide 
copies of such information free of charge upon request to Shareholder Relations at the address listed above. 

In accordance with and pursuant to relevant related rules and regulations of the SEC as well as corporate 

ITEM 1A. Risk Factors 

Our financial and operating results are subject to a number of factors, many of which are not withii our 
control. Although we have tried to discuss key risk factors below, please be aware that other risks may prove 
to be important in the future. These factors include the following: 

“e are subject io regulation by each slate in which we operate that ajrect our operations andfinancial 
resulis. 

Our natural gas distribution and regulated transmission and storage businesses are subject to various 
regulated returns on our rate base in each jurisdiction in which we operate. We monitor the allowed rates of 
return and our effectiveness in earning such rates and initiate rate proceedings or operating changes as we 
believe are needed. In addition, in  the normal course of the redatory environment, assets may be placed in 
service and historical test periods established before rate cases can be fded that could result in an adjustment 
of our returns. Once rate cases are fled, regulatory bodies have the authority to suspend implementation of the 
new rates while studying the cases. Because of this process, we must suffer the negative financial effects of 
having placed assets in service without the benefit of rate relief, which is commonly referred to as “replatory 
lag”. In addition, rate cases involve a risk of rate xeduction, because once rates have been approved, they are 
still subject to challenge for their reasonableness by appropriate ie,.ulatoiy authorities. Our debt and equity 
financings are also subject to approval by re,.ulatory bodies in several states, which could limit our ability to 
take advantage of favorable market conditions. 

Our business could also be affected by deregulation initiatives, including the development of unbundling 
initiatives in the natural gas industry. Unbundling is the separation of the provision and pricing of local 
distribution gas services into discrete components. It typically focuses on the separation of the distribution and 
gas supply components and the resulting opening of the regulated components of sales services to alternative 
unregdated suppliers of those services. Although we believe that our enhanced technology and distribution 
system infrastructures have positively positioned us, we cannot provide assurance that there would he no 
significant adverse effect on our business should unbundling or Pwther deregulation of the natural gas 
distribution service business occur. 

Our operations are exposed to market risks that are beyond our control wltich could adverselj 1 a .@ ect our 
financial results. 

Our risk management operations are subject to market risks beyond our control including market liquidity, 
commodity price volatility and counterparty creditworthiness. 

Although we maintain a risk management policy, we may not be able to completely offset the price risk 
associated with volatile gas prices or the risk io our natural gas marketing and pipeline and storage segments, 
which could lead to volatility in  our earnings. Physical trading also introduces price risk on any net open 
positions at the end of each trading day, as well as volatility resulting from intra-day fluctuations of gas prices 
and the potential for daily price movements between the time natural gas is purchased or sold for future 
delivery and the time the related purchase or sale is hedged. Although we manage our business to maintain no 
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open positions, there are times when limited net open positions reIated to our physical storage may occur on a 
short-tem basis. The determination of our net open position as o i  the end of any particular trading day 
requires us to make assumptions as to future circumstances, including the use of gas by our customers in 
relation to our anticipated storage and market positions. Because the price risk associated with any net open 
position at the end of such day may increase if the assumptions are not realized, we review these assumptions 
as part of our daily monitoring activities. Net open positions may increase volatility in our financial condition 
or results of operations if market prices move in a signilicantly favorable or unfavorable manner because the 
timing of the recognition of profits or losses on the hedges for financial accounting purposes usually do not 
match up with the timing o€ the economic profits or losses on the item being hedged. This volatility may 
occw with a resulting increase or decrease in earnings or losses, even rhough the expected profit margin is 
essentially unchanged from the date the transactions were consummated. Further, if the local physical rnarkets 
in which we trade do not move consistently with the NYMEX futures market, we could experience increased 
volatility in the financial results of our natural gas marketing and pipeline and storage segments. 

Chir natural gas marketing and pipeline, storage and other segments manage margins and limit risk 
exposure on the sale of natural gas inventory or the offsetting fixed-price purchase or sale commitments for 
physical quantities of natural gas through the use of a variety of financial derivatives. However, contnctual 
limitations could adversely affect our abiIity to withdraw gas from storage, which could cause us to purchase 
gas at spot prices in a rising market to obtain sufficient volumes to fulfill customer conbcts. We could also 
realize financial losses on our efforts to limit risk as a result of volatility in the market prices of the underlying 
commodities or if a counterparty fails to perform under a contmct. In addition, adverse changes in the 
creditworthiness of our counterparties could limit the level of trading activities with these parties and increase 
the risk that these parties may not perfom under a contract. 

We are also subject to interest rate risk on our commercial paper borrowings. In recent years, we have 
been operating in a relatively low interest-rate environment with both short and long-term interest rates being 
relatively low compared to historical interest rates. However, in the last three years, the Federal Reserve has 
taken actions that have generally resulted in increases in short-term interest rates. Future increases in interest 
rates could adversely affect our future financial results. 

The concentrafion of our distribution, p i p e h e  and sforage operations in the State of Texas has increased 
the exposure of our operations andfinancial results io economic conditions and regulatory decisioiis in 
Terns. 

As a result of our acquisition of the distribution, pipeline and storage operations of TXU Cas in October 
2004, over SO percent of our natural gas distribution customers and most of our pipeline and storage assets 
and operations are h a t e d  in the State of Texas. This concentration of our business in Texas means that our 
operations and Jbmcial results are subject to greater impact than before from changes in the Texas economy 
in general and regulatory decisions by state and l o d  re,datory authorities. 

Adverse weather conditions could anect our operations. 

Beginning in the 2006-2007 winter heating season, we have had weather-normalized rates for over 
90 percent of our residential and commercial meters, which has substantially mitigated the adverse effects of 
warmer-than-normal weather for meters in those service areas. However, our natural gas distribution and 
regulated transmission and storage operating results may continue to vary somewhat with the actual 
temperatures during the winter heating season. ln addition, sustained cold weather could adversely affect our 
natural gas marketing operations as we may be required to purchase gas at spot rates in a rising market to 
obtain sufficient volumes to fulfiu some customer contracts. 

The execution of our business plan could be affected by an inability to access capital markets. 

We rely upon access to both short-tem and long-term capital markets to satisfy our liquidity require- 
ments. Adverse changes in the economy or these markets, the overall health of the industries in which we 
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operate and changes to our credit ratings could limit access to these markets, increase our cost of capital or 
restrict the execution of our business plan. 

Our long-term debt is currently rated as "investment grade" by Standard & Poor's Corporation (S&P), 
Moody's Investors Services, Xnc. (Moody's) and Fitch Ratings, Ltd. (Etch), the three credit rating agencies 
that rate our long-term debt securities. There can be no assurance that these rating agencies will maintain 
investment grade ratings for our long-term debt. If we were to lose our investment-grade rating, the 
commercial paper markets and the commodity derivatives markets could become unavailable to us. This would 
increase our borrowing costs for working capital and reduce the borrowing capacity of our gas marketing 
affiiate. In addition, if our commercial paper ratings were lowered, it would increase the cost of commercial 
paper financing and could reduce or eliminate our ability to access the commercial paper markets. If we were 
unable to issue commercial paper at reasonable rates, we would likely boiTow under our bank credit facilities 
to meet our working capital needs, which would likely increase the cost of our working capital financing. 

Infation and increased gas costs could adversely impact our customer base and customer colleciions and 
increase our level of indebtedness. 

Inflation has caused increases in some of our operating expenses and has required assets to be replaced at 
higher costs. We have a process in place to continually review the adequacy of our natural gas distribution gas 
rates in relation to the increasing cost of providing service and the inherent regulatory lag in adjusting those 
gas rates. Historically, we have been able to budget and control operating expenses and investments within the 
amounts authorized to be collected i n  rates and intend to continue to do so. However, the ability to control 
expenses is an important factor that could influence future results. 

Rapid increases in the price of purchased gas, which has occurred in recent yeass, cause us to experience 
a significant increase in short-term debt. We must pay suppliers for gas when it is purchased, which can be 
significantly in advance of when these costs may be recovered through the collection of monthly customer 
bds  for gas delivered. Increases in purchased gas costs also slow our natural gas distribution collection efforts 
as customers are more likely to delay the payment of their gas bills, leading to higher than noimal accounts 
receivable. 'I'his could result in higher short-term debt levels, greater collection efforts and increased bad debt 
expense. 

Our growth in the future may be limited by the nature of our business, which requires extensive capital 
spending. 

We must continually build additional capacity in OUT natural gas distribution system to maintain the 
growth in the number of our customers. The cost of adding this capacity may be affected by a number of 
factors, including the general state of the economy and weather. Ow: cash flows from operations generally are 
sufficient to supply funding €or all our capital expenditures incluciing the financing of the costs of new 
construction along with capital expenditures necessary to maintain our existing natuial gas system. Due to the 
timing of these cash flows and capital expenditures, we often must fund at least a portion of these costs 
through borrowing funds from third party lenders, the cost of which is dependent on the interest rates at the 
time. This in  turn may limit our ability to connect new customers to our system due to constraints on the 
amount of funds we can invest in our infrasmcture. 

Our operations are subject to increased competition. 

In the residential and commercial customer markets, our natural gas distribution operations compete with 
other energy products, such as electricity and propane. Our primary product competition i s  with electricity for 
heating, water heating and cooking. Increases in the price of natural gas could negatively impact our 
competitive position by decreasing the price benefits of natural gas to the consurner. This could adversely 
impact our business if as a result, our customer growth slows, reducing our ability to make capital 
expenditures, or if our customers further conserve their use of gas, resulting in reduced gas purchases and 
customer billings. 
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In the case of industrial customers, such as manufacturing plants and agrictilmal customers, adverse 
economic conditions, including higher gas costs, could cause these customers to use alternative sources of 
energy, such as electricity, or bypass our systerns in favor of special competitive contracts with lower per-unit 
costs. Our regulated transmission and storage operations currently face limited competition from other existing 
intrastate pipelines and gas marketers seeking to provide or mange transportation, storage and other services 
for customers. However, competition may increase if new intrastate pipelines are constructed near our existing 
facilities. 

The cost of providing penswn and postretirement health care benefifs is subject to changes in pension 
fund values, changing demographics and actuarial assumptions and nay have a maferial adverse eflect 
on our financial results. 

We provide a cash-balance pension plan and postretirement healthcare benefits to eligible full-time 
employees. Our costs of providing such benefits is subject to changes in the market value of our pension fund 
assets, changing demographics, including longer life expectancy of beneficiaries and an expected increase in 
the number of eligible former employees over the next five to ten years, and various actuarial calculations and 
assumptions. The actuarial assumptions used may m e r  materially from actual results due to changing market 
and economic conditions, higher or lower withdrawal rates and interest rates and other facrors. These 
dXerences may result in a significant impact on the amount of pension expense or other postretirement benefit 
costs recorded in future periods. 

We are subject to envwonnenial regukztions which could adversely afect our operations or financial 
results. 

We are subject to laws, regulations and other legal requirements enacted or adopted by federal, state and 
local governmental authorities relating to protection of the environment and health and safety matters, 
including those legal requiremeuts that govern discharges of substances into the air and water, the managernent 
and disposal of hazardous substances and waste, the clean-up of contaminated sites, groundwater quality and 
availability, plant and wildlife protection, as well as work practices related to employee health and safety. 
Environmental legislation also requires that our facilities, sites and other properties associated with our 
operations be operated, maintained, abandoned and reclaimed to the satisfaction of applicable regulatory 
authorities. Failure to comply with these laws, regulations, permits and licenses may expose us to fines, 
penalties or interruptions in our operations that could be significant to our financial results. In addition, 
existing environmental regulations may be revised or our operations may become subject to new regulations. 
Such revised or new regulations could result in increased compliance costs or additional operating restrictions 
which could adversely affect our business, financial condition and results of operations. 

Distributing and storing natural gas involve risks that may result in accidents and additional operating 
costs. 

Our natural gas distribution business involves a number of hazards and operating risks that cannot be 
completely avoided, such as leaks, accidents and operational problems, which could cause loss of human life, 
as well as substantial financial losses resulting from property damage, damage to the environment and to our 
operations. We do have liability and property insurance coverage in place for many of these hazasds and i-isks. 
However, because ow pipeline, storage and distribution faciljties are near or are in populated areas, any loss of 
human Life or adverse financial results resulting from such events could be large. 'If these events were not fully 
covered by insurance, our financial position and results of operations could be adversely affected. 

Natural disasters, terrorist activities or other signz$cant events couM adversely aflect our operations or 
financial results. 

Natural disasters are always a threat to our assets and operations. In addition, the threat of terrorist 
activities could lead to increased economic instability and volatility in the price of natural gas that could affect 
our operations. Also, companies in our industry may face a heightened risk of exposure to actual acts of 
teiTorism, which could subject our operations to increased iisks. As a result., the availability of insurance 
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covering such risks may be more limited, which could increase the risk that an event could adversely affect 
future financial results. 

ITEM 1B. Unresobed Stuff Comments 

Not applicable. 

ITEM 2. Properties 

Distribution, transmission and related assets 

At September 30, 2007, our natural gas distribution se,crTnent owned an aggregate of 76,362 miles of 
underground distribution and transmission mains throughout our gas distribution systems. These mains are 
located on easements or rights-of-way which generally provide for perpetual use. We maintain our mains 
through a program of continuous inspection and repair and believe that our system of mains is in good 
condition. Our regulated transmission and storage segment owned 6,290 miles of gas transmission and 
gatbering lines and out pipeline, storage and other segment owned 73 miles of gas transmission and gathering 
Lines. 

Storage Assets 

periods of peak demand. The following table summarizes certain infomiation regarding our underground gas 
storage facilities: 

We own underground gas storage facilities in several states to supplement the supply of natural gas in 

- Statt: 

Natural Gas Distribution Segment 
Kentucky. ........................ 
Kansas .......................... 
Mississippi . . . . . . . . . . . . . . . . . . . . . . .  
Georgia .......................... 

Total .......................... 
Regulated Trunsmissioii and Storage 

Segrnenl - Tam . . . . . . . . . . . . . . . . .  
Pipeline, Storage and Other Segment 
Kentucky. ........................ 
Louisiana. . . . . . . . . . . . . . . . . . . . . . . . .  

Total .......................... 
Total ............................ 

Usable Capacity 
(Ma 

4,442,696 
3,239,000 
2.2 1 1,894 

450,000 

10,343,590 

39,128,475 

3,492,900 
438,583 

3,93 1,483 

53,403,548 

Cushion 
GaS w4"' 

6,322,283 
2,300,000 
2,442,9 17 

50,000 

11,115,200 

13,128,025 

3,295,000 
300,973 

3,595,973 

27,839,198 

Total 
Capacity 

O M 4  

10,764,979 
5,539,000 
4,654,811 

500,000 

21,458,790 

52,256,500 

6,787,900 
739.556 

7,527,456 

81.242.746 

MaXimUrn 
Daily 

Delivery 
Capability 

mcfl 

109,100 
45,000 
48,000 
30,000 

232,100 

1,235,000 

71,000 
56.000 

127,000 

1,594,100 

(') Chshion gas represents the volume of gas that must be retained in a facility to maintain reservoir pressure. 

24 



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 following table summarizes our 
contracted storage capacity: 

DivisioniCompany - Segment 

Natural Gas Disiribution Segment 
Colorado-Kansas Division 
RentuckyMid-States Division 
Louisiana Division 
Mississippi Division 
West Texas Division 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Natural Gas Marketing Segment .......... Atmos Energy Marketing, LLC 
Pipeline, Storage and Other Segment. ...... Trans Louisiana Gas Pipeline, Inc. 

Total Contracted Storage Capacity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

M ~ h W  
Storage 

Quantity 
OMMBW 

4,237,243 
15,302,867 
2,689,695 
4,033,649 
- 1,225,000 

27,48 8,454 
11,874,654 
1.050.000 

40,4 13,108 

MaXhUm 
Daily 

Withdrawal 

108,232 
287,83 I 
163,692 
165,039 
56,000 

783,794 
27 1,167 
60,000 

1,114,961 

Maximum daily withdrawal quantity (MnWQ) amounts will fluctuate depending upon the season and the 
manth. Unless otherwise noted, M.DWQ amounts represent the MDWQ amounts as of November 1, which 
is the beginning of the winter heating season. 

Other facilities 

Our natural gas distribution segment owns and operates one propane peak shaving plant with a total 
capacity of approximately 180,000 gallons that can produce an equivalent of approximately 3,300 Mcf daily. 

Offices 

Our administrative offices and corporate headquarters are consolidated in a ieased facility in Dallas, 
Texas. We also maintain field offices throughout our distribution system, the majority of which are located in 
Ieased facilities. Our nonregdated operations are headquartered in Houston, Texas, with ofices in Houston 
and other locations, primarily in leased facilities. 

ITEM 3. ZRgol Proceedings 

See Note 13 to the consoLidated financial statements. 

ITEM 4. SrLbrnissWn of Matters to a Vote of Security HoMers 

No matters were submitted to a vote of security holders during the fourth quarter of fical 2007. 
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EXECUTIVE OFFIC’ERS OF THE REGISTRANT 

The CoIlowing table sets €orth certain information as of September 30,2007, regarding the executive 
officers of the Company. It is followed by a brier description of the business experience of each executive 
officer. 

Years of 
Age Setvice Office CorrentJy Held 

60 
56 
52 
48 

54 

-- Name 

Robert W. Best. . . . . . . . . . . . . . . 
Kim R. Cocklin . . . . . I . . . . . . . . 
Louis P. Gregory. . . . I . . . . . . . . . 
Mark H. Johnson . . . . I . . . . ~ . . 

Wynn D. McGregor . . . . . . . . . . . 
John P. Reddy. . . . . . . . . . . . . . 54 9 Senior Vice President and Chief Firiancial Of5cer 

Robert W” Best was named Chairman of the Board, President and Chief Executive Officer in March 1997. 

Kim R Cocklin joined the Company in June 2006 as Senior Vice President, Utility Operations. Prior to 

- 
10 
1 
7 
6 

19 

Chairman, President and Chief Executive Officer 
Senior Vice President, Utility Operations 
Senior Vice President and General Counsel 
Senior Vice President, Nonutility Operations and 
President, Atmos Energy Marketing, LLC 
Senior Vice President, Human Resources 

joining the Company, Mr. Cocklin served as Senior Vice President, General Couiisel and Chief Compliance 
Officer of Piedmont Natural Gas Company from February 2003 to May 2006. Prior to joining Piedmont, 
Mr. Cocklin was with Williams Gas Pipeline from 1995 to Janua~y 2003, where he served in various 
capacities, including serving as Vice President for rates, regulatory and business development for all of the 
Williams Gas pipelines from 2001 to January 2003. 

Louis P. Gregory was named Senior Vice President and General Counsel in September 2000. 

Mark H. Johnson was named Senior Vice President, Nonutility Operations in April 2006 and President of 
Atmos Energy Holdings, Tnc., and Atmos Energy Marketing, LLC, in April 2005. Mr. Johnson previously 
served the Company as Vice President, Nonutiiity Operations from October 2005 to March 2006 and as 
Executive Vice Resident of Atmos Energy Marketing from October 2003 to March 2005. Mr. Johnson joined 
Atmos Energy Marketing’s predecessor, Woodward Markeiing, L.L.C., in 1992 as Vice President of Marketing 
and Operations and was later promoted to Senior Vice President of Marketiug for the Midwest and Gulf Coast 
through September 2003. 

Wynn D. McGregor was named Senior Vice President, Human Resources in October 2005. He previously 
served the Company as Vice President, Human Resouxces from January 1994 to September 2005. 

John P. Reddy was named Senior Vice President and Chief Financial Officer in September 2000. 

I 
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PART II 

ITEM 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Zssucr Purchases of 
Equify Securities 

Our stock trades on the New York Stock Exchange under the trading symbol “ATO.” The high and low 
sale prices and dividends paid per share of our common stock for fiscal 2007 and 2006 are listed below. The 
high and low prices listed are the closing NYSE quotes, as reported on the NYSE composite tape, for shares 
of our common stock: 

2007 2006 

High L O W  Paid High L O W  Paid 
Dividends Dividends 

- - - - - - -  
Quarter ended: 

December31 ....................... $33.01 $28.45 $.320 $28.36 $25.79 $.315 
March31 . . . . . . . . . . . . . . . . . . . . . . . . . .  33.00 30.63 320 27.00 26.10 -315 
Juae30 ........................... 33.11 29.38 -320 27.91 26.00 -315 

. . . . . . . . . . . . . . . . . . . . . . .  -315 September 30 30.66 26.47 -320 29.11 27.96 

$1.28 $1.26 
- -I 

- - - 
Dividends are payable at the discretion of our Board of Directors out of legally available funds and are 

also subject to restriction under the terms o€ our First Mortgage Bond apeement. See Note 6 to the 
consolidated financial statements. The Board of Directors typically declares dividends in the same fiscal 
quarter in which they are paid. The number of record holders of our w m o n  stock on October 31, 2007 was 
22,912. Future payments of dividends, and the amounts of these dividends, will depend on our financial 
condition, results of operations, capital requirements and other factors. We sold no securities during fiscal 
2007 that were not registered under the Securities Act of 1933, as amended. 
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PerFormance Graph 

The performance graph and table below compares the yearly percentage change in our total return to 
shareholders for the last five fiscal years with the total return of the Standard and Poor's 500 Stock Index and 
the cumulative total return of a customized peer company group, the Comparison Company Index, which is 
comprised of utility companies with similar revenues, market capitalizations and asset bases to that of the 
Company. The graph and table below assume that $100.00 was invested on September 30, 2002 in our 
common stock, the S&P 500 Index and in &e common stock of the companies in the Comparison Company 
Jndex, as well as a reinvestment of dividends paid on such investments throughout the period. 

Comparison of Five-Year Cumulative Total Return 
among Atmos Energy Corporation, S&P 500 hdex 

and Comparison Company index 

$200 I 

I -r---------r T-- $80 c- I-..I I 

9/30/02 9/30/03 9/30/04 9/30/05 9/30/06 Y/30/07 

t Atmos Energy Corporation -B- S&P 500 -&- Comparison Company 
II_._ ~~~~ 

Curn~~lstivr Tntal Return 
9/30/02 9/30/03 9/30/04 9/30/05 9/30/06 9/3N@7 

"__. 

~ - ~ - - -  
Atmos Energy Corporation . . . . . . . . . . 100.00 117.25 129.58 152.04 160.99 166.39 
S&P500Index . . . . . .  . .  . . .  . . . . . . .  . 100.00 124.40 141.65 159.01 176.17 205.13 
Comparison Company Index, . I . . . . . . 100.00 120.89 146.79 206.79 202.30 239.05 

The Comparison Company Index contains a hybrid group of utility companies, primarily natural gas 
distribution companies, recommended by a global management consulting firm and approved by the Board of 
Directors. The companies included in the index are AGL Resources Inc., Centerpoint Energy Resources 
Corporation, CMS Energy Corporation, Equitable Resources, Inc., Nicor bc., NiSource Inc., ONEOR Inc., 
Piedmont Natural Gas Company, Inc., Questar Corporation, Vectren Corporation and WGL Holdings, Inc. 
Keyspan Corporation is no longer included in the index since it was acquired by National Grid plc in August 
2007; Peoples Energy Corporation is no longer included in the index since it was acquired by WPS Resources, 
Jnc. to form Inte,g-ys Energy Group, Inc. in February 2007. 
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The following table sets forth the number of securities authorized for issriance under our equity 
compensation pians at September 30,2007. 

Number of Number of Securities Remaining 
Securities to be Issued Weighted-Average Available for Future Issuance 

Upon Exercise of Exercise Price of Under Equity Compensation 
Outstanding Options, Outstanding Options, Plans (Excluding Securities 
Warrants and Rights Warrants and Rights Reflected in Column (a)) - 

(a) @) (4 
Equity compensation plans 

approved by security holders: 
Long-Term Incentive PIan . . I . ._ I 

Total equity compensation plans 
approved by security holders. . . 

Equity compensation plans not 
approved by security holders. . . 

Total . _ . . . l l . . . . . . . . . . . . . ” . .  

920,841 $22.54 2,730,192 

920,841 22.54 2,730,192 

920,841 $22.54 2,730,192 
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ITEM 6. Selected Financial Datu 

The following table sets forth selected financial dara of the Company and should be read in conjunction 
with the consolidated financial statements included herein. 

Year Ended Sentember 30 

Results of Operations 
Operating revenues. . . . . . . . . . . . . . . . . . .  
Gross profit ........................ 
Operating expenses(” . . . . . . . . . . . . . . . . .  
Operating income. . . . . . . . . . . . . . . . . . . .  
Miscellaneous ~ I I C O I ~ ~ )  . . . . . . . . . . . . . . .  
Intesest charges ..................... 
Income before income taxes and cumulative 

effect of accounting change . . . . . . . . . .  
Cumulative effect of accounting change, net 

income tax benefit . . . . . . . . . . . . . . . . .  
Income tax expense . . . . . . . . . . . . . . . . . .  
Net income ........................ 
Weighted average diluted shares 

outstanding.. . . . . . . . . . . . . . . . . . . . . .  
Diluted net income per share . . . . . . . . . . .  
Cash flows from operations . . . . . . . . . . . .  
Cash dividends paid per share. . . . . . . . . . .  
Total natural gas distribution throughput 

(MMcf) ......................... 
Total regulated transmission and storage 

transportation volumes (MMcf) . . . . . . . .  
Total natural gas marketing sales volumes 

(MMcf) . . . . . . . . . . . . . . . . . . . . . . . . .  
Financial Condition 
Net property, plant and ..... 
ViTorking capitaP . . . . . . . . . . . . . . . . . . .  
~ o t a l   asset^'^)'^' ..................... 
Short-term debt, inclusive of current 

Capitalization: 
maturities of long-term debt . . . . . . . . . .  

Shareholders’ equity . . . . . . . . . . . . . . . .  
Long-term debt (excluding current 

maturities) . . . . . . . . . . . . . . . . . . . . .  
Total capitalization. .................. 
Capital expenditures. ................. 
Financial Ratios 
Capitalization . . . . . . . . . . . . . . . . .  
Return on average shareholders’ equity“’) . . 

2007‘” 2006“’ 2005‘” 2004‘3’ M03‘4’ 
(In thousands, except per share data and ratios) 

--- -_I-- 

$5,898,431 $6,152,363 $4,961,873 $2,920,037 $2,799,916 
1,250,082 1,216,570 1,117,637 562,191 534,976 

851,446 833,954 768,982 368,496 347,136 
398,636 382,616 348,655 193,695 187,841) 

9,184 881 2,021 9,507 2,191 
145,236 146,607 132,658 65,437 63,660 

262,584 236,890 21 8,018 137,765 126,371 

(7,773) 
94,092 89,153 82,233 51,538 46,910 

$ 168,492 $ 147,737 $ 135,785 $ 86,227 $ 71,688 

- I - - 

87,745 8 1,390 79,012 54,416 46,496 
$ 1.92 $ 1.82 $ 1.72 $ 1.58 $ 1.54 

547,095 31 1,449 386,944 270,734 4954 1 
$ 1.28 $ 1.26 $ 1.24 $ 1.22 $ 1.20 

427,869 393,995 41 1,134 246,033 247,965 

505,493 410,505 373,879 - - 

370,668 283,962 238,097 222,572 225,961 

$3,836,836 $3,629,156 $3,374,367 $1,722,521 $1,624,394 
149,217 (1,616) 151,675 283,310 16,248 

5,896,917 5,719,547 5,653,527 2,912,627 2,625,495 

154,430 385,602 148,073 5,908 127,940 

1,965,754 1,648,098 1,602,422 1,133,459 857,517 

2,126,315 2,180,362 2,183,104 861,311 862,500 
4,092,069 3,828,460 3,785,526 1,994,770 1,720,017 

392,435 425,324 333,183 190,285 159,439 

-- 

46.3% 39.1 % 40.7% 56.7% 46”4% 
8.8% 8.9% 9.0% 9.1 % 9.9% 

See footnotes on the following page. 

30 



(l) Financial results for 2007 and 2006 include a $6.3 million and a $22.9 million pre-tax loss for the impair- 

(') Financial results for 2005 iDchde the results of the Mid-Tex Division and the Atmos Pipeline "- Texas 

(3) Financial results €or 2004 include a $5.9 million pre-tax gain on the sale of our interest in U.S. Propane, 

(') Financial results for fiscal 2003 include the results of MVG from December 3, 2002, the date of 

(5) Beginning in 2004, we reclassified our regulatory cost of removal obligation iiom accumulated deprecia- 

ment of certain assets.. 

Division from October 1,  2004, the date of acquisition. 

L.P. and Heritage Propane Partners, L.P. 

acquisition. 

tion to a liability. These reclassifications did not impact our Ciancial position, results 01 operations or cash 
flows as of and for the year ended September 30, 2003. 

and short-term debt, inclusive of current maturities of long-term debt. Beginning in 2004 we reclassified 
our original issue discount costs from deferred charges and other assets to long-term debt. This redassifi- 
cation did not materially impact our capitalization or our capitalization ratio as of September 30, 2003. 

(7) The return on average Shareholders' equity is calculated by dividing cun-ent year net income by the aver- 
age of shareholders' equity for the previous five quarters. 

The following tabie presents a condensed income statement by segment for the year ended September 10, 

(6) The capitalization ratio is calculated by dividing shareholders' equity by the sum of total capitalization 

2007. 
Year Ended September 30,2007 

Regulated Pipeline, 
Natnral Gas Tkansmission Natural Gas Storage 
Distribution and Storage Marketing and Other Eliminations Consolidated 

(In thousands) 

Operating revenues from 
external parties . . . . . 

Intersegment revenues. . I . 

Purchased gas cost I . . .) . . 
Gross profit . . . . . . . . . 

Operating expenses. . . . . I 
Operating income . . . . , . , 
Miscellaneous income. . . . 
Interest charges. . . . . . . . . 

$3,358,147 
618 

3,358,765 
2.406.08 f 

$ 84,344 
78,885 

163,229 

952,684 
731,497 

221,187 
8,945 

121,626 

163,229 
83,399 

79,830 
2,105 

27,917 

$2,432,280 
719,050 

3,151,330 
3,047,019 

104,311 
29,271 

75,040 
6,434 
5,767 

-I 

-- 

$23,660 
9,740 

33,400 
792 

32,608 
10,373 

22,235 
8,173 
6,055 .____ 

$ - -  
(808,293) 

(808,293) 
(805,543) 

(2,750) 

344 
(1 6,473) 
( 1 6,129) 

_.I.- (3,094) 

$5,898,431 
- 

5,898,431 
4,648,349 

i ,250,082 
85 1,446 

39 8,63 6 
9,184 

145.236 

Income before income 
taxes. . , . . . . . . . . . . . . 108,506 54,O 1 8 75,707 24,353 262,584 

Income tax expense . . I . ~ 35,223 19,428 29,938 9,503 - 94,092 

Netincome. . _ . .  . . . $ 73,283 $ 34,590 $ 45,769 $14,850 $ - $ 168,492 

Capital expenditures. . . . . $ 327,442 $ 59,276 $ 1,069 $ 4,648 $ - $ 392,435 
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ITEM 7. Management’s Discussion and Analysis of Financiul Condition and ResuIts of Operations 

INTRODUCTION 

This section provides management’s discussion of the financial condition, changes in financial condition 
and results of operations of Atmos Energy Corporation and its consolidated subsidiaries with specific 
information on results of operations and liquidity and capital resources. It includes management’s interpretation 
of our financial results, the factors d€ecting these results, the major iactors expected to affect future operating 
results and future investment and financing plans. This discussion should be read in conjunction with our 
consolidated financial statements and notes thereto. 

Several factors exist that could influence our future financial performance, some of which are described 
in Item JA above, “Risk Factors”. They should be considered in connection with evaluating forward-looking 
statements contained in this report or otherwise made by or on behalf of us since these factors could cause 
actual results and conditions to differ materially from those set out in such forward-looking statements. 

Cautionary Statement for the Purposes of the Safe Harbor under the Private Securities Litigdioa Reform 
Act of 1995 

The statements contained in this Annual Report on Form IO-K may contain “forward-looking statements” 
within the meauing of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange 
Act of 1934. All statements other than statements of historical fact included in this Report are forward-looking 
statements made in  good faith by us and are intended to qualify for the safe harbor fiom liability established 
by the Private Securities Litigation Reform Act of 1995. When used in this Report, or any other of our 
documents or oral presentations, the words “anticipate”, “believe”, “estimate”, “expect”, “forecast”, “goal”, 
”intend”, “objective”, “plan”, “projection”, “seek”, “strategy” or similar words are intended to identify 
forward-looking statements. Such forward-looking statements are subject to risks and uncertainties that could 
cause actual results to differ materially from those expressed or implied in the statements relating to our 
strategy, operations, markets, services, rates, recovery of costs, availability of gas supply and other factors. 
These risks and uncertainties include the following: regulatory trends and decisions, including deregulation 
initiatives and the inipact of rate proceedings before various state regulatory commissions; market risks beyond 
our control affecting our risk management activities including market liquidity, conmodity piice volatility, 
increasing interest rates and counterparty creditwortliiness; the concentration of our distribution, pipehe and 
storage operations in one state; adverse weather conditions; our ability to continue to access the capital 
markets; the effects of inflation and changes in the availability and prices of natural gas, including the 
volatility of natural gas prices; the capital-intensive nature of our dismbution business, increased competition 
from energy suppliers and alternative forms of energy; increased costs of providing pension and postretirement 
health care benefits; the impact of environmental regulations on our business; the inherent hazards and risks 
involved in operating our distribution business, natural disasters, terroiist activities or other events, and other 
risks and uncertainties discussed herein, especidly in Item 1A above, all of which are difficult to predict and 
rnany of which are beyond our contsol. Accordingly, while we believe these forward-looking statements to be 
reasonable, there can be no assurance that they will approximate actual experience or that the expectations 
derived from them will be realized Further, we undercake no obligation to update or revise any of our 
forward-looking statements whether as a result of new hfomt ion ,  future events or otheiwise. 

CRITICAL ACCOUNTING Por,mm AND ESTIMATES 

Oar consolidated financial statements were prepared in accordance with accounting principles generally 
accepted in the IJnited States. Preparation of these fiaocial statements requires us to make estimates and 
judgments that affect the iepoited amounts of assets, liabilities, revenues and expenses and the related 
disclosures of contingent assets and Liabilities. We based our estimates on historical experience and various 
other assumptions that we believe to be reasonable under the circumstances. On an ongoing basis, we evaluate 
our estimates, including those related to risk management and trading activities, allowance for doubtful 
accounts, legal and environmental accruals, insurance accruals, pension and postretirement obligations, 
deferred income taxes and the valuation of goodwill, indefinite-lived intangibIe assets and other long-lived 
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assets. Our critical accounting policies are reviewed by the Audit Committee quarterly. Actual results may 
differ from estimates. 

Regulation - Our natural gas distribution and regulated transmission and storage operations are subject 
to regulation with respect to rates, sewice, maintenance of accounting records and various other matters by the 
respective regulatory authorities in the states iu which we operate. Our regulated operations are accounted for 
in accordance with Statement of Financial Accounting Standards (SFAS) 71, Accounhg for the Effects of 
Certairz Dpcs of Regulation. This statement requires cost-based, rate-regulated entities that meet certain 
criteria to reflect the financial effects of the ratemaking and accounting practices and policies of the various 
regulatory commissions in their financial statements. We record regulatory assets for costs that have been 
deferred for which future recovery through customer rates i s  considered probable. Regulatory liabilities are 
recorded when it is probable that revenues wiU be reduced for amounts that will be credited to customers 
through the ratemaking process. As a result, certain costs that would normalty be expensed under accounting 
principles generally accepted in the United States are permitted to be capitalized or deferred on the balance 
sheet because they can be recovered through rates. Discontinuing the application of SFAS 71 could 
significantly increase our operating expenses as fewer costs would likely be capitalized or deferred on the 
balance sheet, which could reduce our net income. Further, regulation may impact the period in which 
revenues or expenses are recognized. The amounts to be recovered or recognized are based upon historical 
experience and our understanding of the regulations. The impact of regulation on our natural gas distribution 
operations may be dfected by decisions of the regulatory authorities or the issuance of new regulations. 

Revenue recognition - Sales of natural gas to our natural gas distribution Customers are billed on a 
monthly cycle basis; however, the billing cycle periods for certain classes of customers do not necessarily 
coincide with accounting periods used for furrancid reporting purposes. We €ollow the revenue accrual method 
of accounting for natural gas distribution segment revenues whereby revenues applicable to gas delivered to 
customers, but not yet baed under the cycle billing method, are estimated and accrued and the related costs 
are charged to expense. Revenue is recognized in our regulated transmission and storage segment as the 
services are provided. 

On occasion, we are permitted to implement new rates that have not been formally approved by our 
regulatory authorities and are subject to refund. As permitted by SFAS No. 71, we recognize this revenue and 
establish a reserve for amounts that could be refunded based on our experience for the jurisdiction in which 
the rates were implemented. 

Rates established by regulatory authorities are adjusted for increases and decreases in our puichased gas 
costs through purchased gas adjustment mechanisms. Purchased gas adjustment mechanisms provide gas utility 
companies a method of recovering purchased gas costs on an ongoing basis without fiLing a rate case to 
address all of the utility company’s non-gas costs. These mechanisms are commody utilized when regulatory 
authorities recoo@ze a particular type of expense, such as purchased gas costs, that (i) is subject to significant 
price fluctuations compared to the utility company’s other costs, (ii) represents a large component of the utility 
company’s cost of service and (iii) is generally outside the control of the gas utility company. There is no 
gross profit generated through purchased gas adjustments, but they provide a dollar-for-dollar offset to 
increases or decreases in utility gas costs. Although substantially all natural gas distribution sates to our 
customers fluctuate with the cost of gas that we purchase, our gross profit is generally not afTected by 
fluctuations in the cost of gas as a result of the purchased gas adjustment mechanism. The effects of these 
purchased gas adjustment mechanisms we recorded as deferred gas costs on our balance sheet 

Energy trading contracts resutting in the delivery of a commodity in which. we are the principal in the 
transaction are recorded as natural gas marketing sales or purchases at the time of physical delivery Realized 
gains and losses from the settlement of financial instruments that do not result in physicd delivery rebated to 
our natural gas marketing energy trading contracts are included as a component of natural gas marketing 
revenues. 

Operating revenues for our pipeline, storage and other segment are recognized in the period in which 
actual volumes are transported and storage services are provided. 
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Allowance for doub@l accounts -We record an allowance for doubtful accounts against amounts due to 
reduce the net receivable balance to the amount we reasonably expect to collect based upon our collections 
experiences and our assessment of our customers' inability or reluctance to pay. However, if circumstances 
change, our estimate of the recoverability of accounts receivable could be different. Circumstances which 
could affect our estimates include, but are not limited to, custo~ner credit issues, the level of natural gas prices 
and general economic conditions. Accounts are written off once they are deemed to be uncollectible. 

Derivatives attd hedging actisities - Our natural gas distribution segment uses a combination of physical 
storage and financial derivatives to partially insulate our r i a t d  gas distribution customers against gas price 
volatility during the winter heating season. These financial derivatives have not been designated as hedges 
pursuant to SFAS 133, Accounting for Derivative Iizstrurnenls and Hedging Activities. Accordingly, they are 
recorded at fair  value. However, because the costs associated with and the gains and losses arising from these 
financial derivatives are included in our purchased gas adjustment mechanisms, changes in the fair value of 
these financial derivatives are initially recorded as a component of defersed gas costs and recognized in the 
consolidated statement of income as a component of purchased gas costs when the related costs are recovered 
through our rates in accordance with SFAS 71. Accordingly, there is no earnings impact to our natural gas 
distribution segment as a result of the use of financial derivatives. 

Our natural gas marketing and pipeline, storage and other segments are exposed to commodity price risk 
associated with our natural gas inventories, and, in our natural gas marketing segment, on our fixed-price 
contracts. We manage this risk through a combination of physical storage and financial derivatives, including, 
futures, over-the-counter and exchange-traded options and swap contracts with counterparties. Option contracts 
provide die right, but not the requirement, to buy or sell the commodity at a f i e d  price. Swap contracts 
require receipt of payment for the commodity based on the difference between a fixed price and the market 
price on the settlement date. The use of these contracts is subject to our iisk management policies, which me 
monitored for compliance daily. 

We have designated the natural gas inventory held by Atmos Enexgy Marketing and Atmos Pipeline and 
Storage, LIX as the hedged item in a fair-value hedge. This inventory is marked to market at the end of each 
month based on the Gas Daily index, with changes in fair value recognized as unrealized gains or losses in 
revenue in the period of change. The derivatives associated with this natural gas inventory have been 
designated as fair value hedges and are marked to market each month based upon the NYMEX price with 
changes in iair value recognized as unrealized gaius or losses in the period of change. The diflerence in the 
spot price used to value our physical inventory (Gas Daily) and the forward price used to value the related 
[air-value hedges (NYMEX) are reported as a component of revenue and can result in volatility in our reported 
net income. We have elected to exclude this SpotKorward dilierential for purposes of assessing the effective- 
ness of these fair-value hedges. 

We recognize revenue and the associated carrying value of the inventory (inclusive of storage costs) as 
purchased gas costs in our consolidated statement of income when we sell the gas and deliver it out of the 
storage facility. Over time, we expect gains and losses on the sale of storage gas inventory to be offset by 
gains and losses on the fair-value hedges, resulting in the realization of the economic gross profit marD' urn we 
anticipated at the time we structured the original transaction. 

We have elected to treat our fixed-price forward contracts as normal purchases and sales and have 
designated the associated derivative contracts as cash flow hedges of anticipated transactions. Accordingly, 
unrealized gains and losses on these open derivative contracts are recorded as a component of accumulated 
other comprehensive income, and are recognized in earnings as a component of revenue when the hedged 
volumes are sold. Hedge ineffectiveness, to the extent incurred, is reported as a component of revenue. 

Additionally, our natural gas marketing segment utilizes storage swaps and futures to capture additional 
storage arbitrage opportunities that arise subsequent to the execution of the oiiginal fair value hedge associated 
with our physical natural gas inventoiy, basis swaps to insulate and protect the economic value of our fixed 
price and storage books and various over-the-counter and exchange-traded options. Although the purpose of 
these instruments is to either reduce basis or other risks or lock in arbitrage oppoituuities, these derivative 
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instruments have not been designated as hedges pursuant to SFAS 133. Accordingly, these derivative 
instruments are recorded at fair value with all changes in fair value included in revenue. 

Tn addition to mitigating commodity price risk, we periodically manage our exposure to interest rate 
changes by entering into Treasury lock agreements to fix the Treasury yield component of the interest cost 
associated with anticipated fmancings. We have designated each of our previously executed Treasury lock 
agreements as a cash flow hedge of an anticipated transaction at the time the agreements were executed. 
Accordingly, unrealized gains and losses associated with the Treasury lock agreements are recorded as a 
component of accumulated other Comprehensive income. The realized gain or loss recognized upon settlement 
of the Treasury lock agreement is initially recorded as a component of accumulated other comprehensive 
income and is recognized as a component of interest expense over the life of the related fmancing 
arrangement. 

quoted on national exchanges, prices provided by other external sources and prices based on models and other 
valuation methods. Changes in the valuation of our financial derivatives primarily result from changes in 
market prices, the valuation of the portfolio of our contracts, maturity and settlement of these contracts and 
newly originated transactions, each of which directly affect the estimated fair value of our derivatives. We 
believe the market prices and models used to value these derivatives represent the best information available 
with respect to closing exchange and over-the-counter quotations, time value and volatility factors underlying 
the contracts. Values are adjusted to reflect the potential impact of an orderly liquidation of our positions over 
a reasonable period of time under then current market conditions. 

The fair value of all of our financial derivatives is determined through a combination of prices actively 

Impaimwrit arsessnzents .- We perfom impairment assessments of our goodwill, intangible assets subject 
to amortization and long-lived assets. We cunently have no indefinite-lived intangible assets. 

We annually evaluate our goodwill balances for impairment during our second fiscal quarter or as 
impairment indicators arise. We use a present value technique based on discounted cash flows to estimate the 
fair value of our reporting units. We have determined our reporting units to be each of our natural gas 
distribution divisions and wholly-owned subsidiaries. Goodwill is allocated to the reporting units responsible 
for the acquisition that gave rise to the goodwill. The discounted cash flow calculations used to assess 
goodwill impairment are dependent on several subjective factors including the timing of fbhlre cash flows, 
future growth rates and the discount rate. An impairment charge is recognized if the carrying value of a 
reporting unit’s goodwill exceeds its fair value. 

We annually assess whether the cost of our intangible assets subject to amortization or other long-lived 
assets is recoverable or that the remaining useful lives may warrant revision. We perfom this assessment more 
frequently when specific events or circumstances have occurred that suggest the recoverability of the cost of 
the intangible and other long-lived assets is at risk 

When such events or circumstances are present, we assess the recoverability of these assets by 
determining whether the carrying value will be recovered through expected future cash flows from the 
operating division or subsidiary to which these assets relate. These cash flow projections consider various 
factors such as the timing o i  the future cash flows and the discount rate and are based upon the best 
information available at the time the estimate is made. Changes in these factors could materially affect the 
cash flow projections and result in the recognition of an impairment charge. An impairment charge is 
recognized as the difference between the canying amount and the fair value if the sum of the undiscounted 
cash flows is less than the carrying value of the related asset. 

Pension aiid oiher postretirement plans - Pension and other postretirement plan costs and liabilities are 
determined on an actuarial basis and are affected by numerous assumptions and estimates including the market 
value of plm assets, estimates of the expected return on plan assets, assumed discount rates and current 
demographic and actuarial mortality data. We review the estimates and assumptions underlying our pension 
and other postretirement plan costs and liabilities annually based upon a June 30 measurement date. The 
assumed discount rate and the expected return are the assumptions that generally have the most significant 
impact on our pension costs and liabilities. The assumed discount rate, the assumed health care cost trend rate 
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and assumed rates of retirement generally have the most significant impact on our postretirement plan costs 
and liabilities. 

'The discount rate is utilized principally in calculating the actuarial present value of ow pension and 
postretirement obligation and net pension and postretirement cost. When establishing our discount rate, we 
consider high quality corporate bond rates based on Moody's Aa bond index, changes in those rates from the 
prior year and the implied discount rate that i s  derived from matching our projected benefit disbursements 
with a high quality corporate bond spot rate curve. 

The expected long-term rate of return on assets is utilized in calculating the expected return on plan 
assets component of our annual pension and postretirement plan cost. We estimate the expected return on plan 
assets by evaluating expected bond returns, equity risk premiums, asset allocations, the effects of active plan 
management, the impact of periodic plan asset rebalancing and historical performance. We also consider the 
guidance from our investment advisors in making a final determination of our expected rate of return on 
assets. To the extent the actual rate of return on assets realized over the course of a year is greater than or less 
than the assumed rate, that year's annual pension or postretirement plan cost is not affected. Rather, this gain 
or loss reduces OJ' increases future pension or postretirement plan cost over a period of approximately ten to 
twelve years. 

We estimate the assumed health care cost trend rate used in determining our postretirement net expense 
based upon our actual health care cost experience, the effects of recently enacted legislation and general 
economic conditions. Our assumed rate of retirement is estimated based upon our annual review of our 
participant census information as of the measurement date. 

assets and the expected return on plan assets could have a material effect on the amount of pension cost 
ultirriately recognized. A 0.25 percent change in our discount rate would impact our pension and postretire- 
ment cost by approximately $0.9 million. A 0.25 percent change in our expected rate of return would impact 
our pension and postretirement cost by approximately $0.9 million. 

Actual changes in the fair market value of plan assets and differences between the actual return on plan 

RESULTS OF OPERATIONS 

overview 

Atmos Energy Corporation is involved in the distribution, marketing and transportation of natural gas. 
Accordingly, ow results of operations are impacted by the demand for natural gas, particularly during the 
winter heating season, and the volatility of the natural gas markets. This generally results in higher operating 
revenues and net income during the period from October through March of each year and lower operating 
revenues and either lower net income or net losses during the period from April through September of each 
year. As a result of the seasonality of the natural gas industry, our second fiscal quarter has histoiically been 
our most critical earnings quarter with an average o i  approximately 63 percent of our consolidated net income 
having been earned in the second quarter during the three most recently completed fiscal years. Additionally, 
the seasonality of this industry impacts the levels of accounts receivable, accounts payable, gas stored 
underground and short-tern debt balances we report at various time of the fiscal year. 
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Consolidated Results 

The following table presents our consolidated financial highlights for the fiscal years ended September 30, 
2007, 2006 and 2005. 

For the Year Ended Seutember 30 

Operating revenues ............................. 

Operating expenses ............................. 
Operating income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Miscellaneous income . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Interest charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income before income taxes. ...................... 
Income tax expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Net income ................................... 
Earnings per diluted share ........................ 

Gross profit ................................... 

2006 2005 
_. -- 2007 

(In thousands, except per share data) 

$5,898,431 
1,250,082 

85 1,446 
398,636 

9,184 
145,236 
262,584 
94,092 

$ 168,492 
$ 1.92 

$6,152,363 
1,216,570 

833,954 
382,616 

881 
146,607 
236,890 
89,153 

$ 147,737 
$ 1.82 

$4,961,873 
1,117,637 

768,982 
348,655 

2,021 
132,658 
21 8,018 
82,233 

$ 135,785 
$ 1.72 

Historically, our regulated operations arising from our natTlral gas distribution operations and, beginning 
in fiscal 2005, from our Atmos Pipeline - Texas division, contributed 65 to 85 percent of our consolidated 
net income. However, in recent years, this contribution has declined due to the growth of our nonregulated 
natural gas marketing and pipeline and storage businesses coupled with lower natural gas distribution income. 
Regulated operations contributed 64 percent, 54 percent and 80 percent to our consolidated net income for 
fiscal years 2007,2006 and 2005. Our consolidated net income during the last three fiscal years was earned 
across our business segments as follows: 

Far the Year Ended September 30 

(In thousands) 
2006 2005 -- 2007 

Natural gas distribution segment.. . . . . . . . . . . . . . . . . . . . .  $ 73,283 $ 53,002 $ 81,117 
Regulated transmission and storage segment. . . . . . . . . . . . .  34,590 26,547 27,582 
Natural gas marketing segment ...................... 45,769 58,566 23,404 

3,682 ~- Pipeline, storage and other segment . . . . . . . . . . . . . . . . . . .  14,850 9,622 

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ... $168,492 $147,737 $135,785 

The following table segregates our consolidated net income and diluted earnings per share between OUT 

regulated and nonregulated operations: 
For the Year Ended Seutember 30 
2007 2006 2005 

(In thousands, except per share data) 

Regulated operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $107,873 $ 79,549 $108,699 
Nonregulated operations. ............................. 60,619 68,188 27,086 

Consolidated net income ............................. $168,492 $147,737 $135,785 

Diluted EPS from regulated operations . . . . . . . . . . . . . . . . . . .  $ 1.23 $ 0.98 $ 1.38 
. . . . . . . . . . . . . . . .  0.69 0.84 0.34 

-- 

Diluted EPS from nonregulated operations - _ . ~  ---- 
Consolidated diluted EPS .................... . . . . . .  $ 1.92 $ 1.82 $ 1.72 

The 14 percent year-over-year increase in net income during fiscal 2007 reflects improvements across all 
business segments. Results from our regulated operations reflect the net favorable impact of various 
ratemaking rulings in our natural gas dishibution segment, including the implementation of WNA in our Mid- 
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Tex and Louisiana Divisions coupled with increased throughput and incremental gross profit margins from ow 
North Side Loop and other pipeline compression projects completed in facal 2006. The decrease in net 
hcome kom our nonregulated operations primarily reflects the impact of a less volatile natural gas market, 
which reduced deIivered gas margins despite a 31 percent increase in sales volumes. However, our 
nonregulated operations benefited from higher asset optimization margins, primarily in the pipeline, storage 
and other segment. 

The nine percent year-over-year increase in net income during fiscal 2006 primarily reflects strong results 
in our nonregulated operations, partidy offset by a decrease in our regulated operations. The net income .from 
our nonregulated operations reflect the favorable impact of a volatile natural gas market, which provided 
increased opportunities to maximize delivered gas margins. Our nonregulated results were also favorably 
impacted by recording unrealized gains during fiscal 2006 compared to recording unrealized losses in fiscal 
2005. 'I'he decrease in net income from onr reo&ated operations primarily reflects the adverse effects on our 
natural gas distribution segment of weather (adjusted for WNA) that was 13 percent warmer than normal, the 
adverse effect of Hurricane Katrina on our Louisiana Division and a non-recurring, noncash charge to impair 
our West Texas Division iiTigation assets. 

orher key financial and significant events for the year ended September 30, 2007 include the following: 

0 In December 2006, we fied a $900 rniUion shelf registration statement with the SEC that replaced our 
previously existing shelf registration statement. Upon completion of the filing of this registration 
statement, we received net proceeds of approximately $192 miltion through the issuance of approxi- 
mately 6.3 million shares of common stock. The net proceeds received were used to repay a portion of 
our then-existing short-term debt balance. 

notes. The net proceeds received, together with $53 million of available cash, were used to repay our 
$300 milIion unsecured floating rate senior notes, which were redeemed on July 15, 2007. 

* Our total-debt-to-capitalization ratio at September 30, 2007 was 53.7 percent compared with 60.9 per- 
cent at September 30,2006, primarily reflecting the $50 million reduction In long-term debt and lower 
short-term debt balances as of September 30, 2007. 

0 For the year ended September 30, 2007, we generated $547.1 million in operating cash flow compared 
with $3 1 1.4 million fur the year ended September 30, 2006, primarily reflecting the favorable impact of 
increased earnings, increased sales volurries attributable to colder weather during the period and lower 
natural gas prices. 

$425.3 million in the prior year. The decrease primarily reflects the absence of capital spending for the 
North Side Loop and other compression projects completed in fiscal 2006. 

= In March 2007, the Texas Railroad Commission issued an order in our Mid-Tex Division's rate case, 
which prospectively increased annual revenues by approximately $4-8 million and established a 
permanent WNA based upon a 10-year average effective for d e  months of November through April. 
However, the ivling also reduced the Mid-Tex Division's total return to 7.903 percent from 8.258 percent 
and required a $2.9 million refund, inclusive of interest, of amomts collected from our calendar 

In June 2007, we received net proceeds of approximately $247 million from the issuance of senior 

0 Capital expenditures decreased to $392.4 million during the year ended September 30,2007 from 

2003 .I- 2005 GRIP filings. 

! I 
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See  the following discussion regarding the results of operations for each of our business operating 
segments. 

I'ear ended September 30,2007 compared with year ended September 30,2006 

Nuhrrul Gas Distributiort Segment 

The primary factors that impact the results of our natural gas distribution operations are our ability to 
earn our authorized rates of return, the cost of' natural gas, competitive factors in the energy industry and 
economic conditions in our service areas. 

Our ability to earn our authorized rates is based primarily on our ability to improve the rate design in our 
various ratemaking jurisdictions by reducing or eliminating regulatory lag and, ultimately, separating the 
recovery o€ our approved margins from customer usage patterns. Improving rate design is a long-term process 
and is further complicated by the €act that we operate in multiple rate jurisdictions. The "Ratemaking Activity" 
section of this Form IO-K describes our current rare strategy and recent ratemaking initiatives in more detail. 

One example of our recent ratemaking initiatives involves the substantial separation of the recovery of 
our rniirgins irom seasonal weather patteins. Prior to fiscal 2007, seasonal weather patterns significantly 
impacted our natural gas distribution results. The rate design in our two most weather-sensitive jurisdictions, 
the Louisiana and Mid-Tex divisions, which represent approximately 60 percent of our natural gas distribution 
residential and commercial meters, provided for limited weather protection. During fiscal 2006, we received 
WNA in these jurisdictions, beginning with the 2006-2007 winter heating season. WNA substantially offsets 
the effects of weather that i s  above or below normal by allowing us to increase the base rate portion of 
customers' bills when weather is warmer than normal and to decrease the base rate when weather is colder 
than normal. Acwrdingly, gross profit margin in our service areas covered by WNA should be based 
substantially on the amount of gross profit that would result from normal weather, despite actual weather 
conditions that may be either warmer or colder than normal. After receiving WNA in our Louisiana and Mid- 
Tex divisions, we have weather protection for over 90 percent of our residential and coinmercial meters, which 
should substantially reduce the volatility in this segment's operating results. 

Our natural gas distribution operations are also affected by the cost of natural gas. The cost of gas is 
passed through to ow customers without markup. Therefore, increases in the cost of gas are offset by a 
corresponding increase in revenues. Accordingly, we believe gross profit is a better indicator of our financial 
performance than revenues. However, gross profit in our Texas and Mississippi service areas include franchise 
fees and gross receipts taxes, which are calculated as a percentage of revenue (inclusive of gas costs). 
Therefore, the amount of these taxes included in revenues is influenced by the cost of gas and the level of gas 
sales volumes. We record the tax expense as a component of taxes, other than income. Although changes in 
revenue-related taxes arising from changes in gas costs affect gross profit, over time the impact is offset within 
operating income. Timing differences exist between the recognition of revenue for franchise fees coUected 
from our customers and the recognition of expense of franchise taxes. The eflect of these timing differences 
can be significant in periods of volatile gas prices, particularly in our Mid-Tex Division. Tliese timing 
differences may favorably or unfavorably affect net income; however, these amounts should offset over time 
with no permanent impact on net income. 

debt expense, and may require us to increase boi~owings under our credit facilities resulting in higher interest 
expense. Finally, higher gas costs, as well as competitive factors in the industry and general economic 
conditions may cause customers to conserve or use alternative energy sources. 

Higher gas costs may also adversely impact our accounts receivable collections, resulting in  higher bad 
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Review of Financial mid Operating Results 

Financial and operational highlights for our natural gas distribution segment for the year ended 
Septemher 30,2007 and 2006 are presented below. 

For the Year Ended 
September 30 

2006 2007 
(In thousands, unless 

otbeMise noted) 

--- 

Gross profit.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $952,684 $925,057 
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  731,497 723,163 

Operating income ........................................... 221,187 201,894 

Interest charges. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  121,626 126,489 

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  108,506 84,911 
lncome tax expense.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  35,223 31,909 

Net income.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 73,283 $ 53,002 

Natural gas distribution sales volumes - MMcf. ..................... 297,327 272,033 
Natural gas distribution transportation volumes -- MMcf ............... 130,542 121,962 

'Total natural gas distribution throughput - MMcf . . . . . . . . . . . . . . . . . .  427,869 393,995 

Actual (weighted average) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,879 

Mcf.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 0.45 $ 0.50 
Chnsolidated natural gas distribution average cost of gas per Mcf sold . . . . .  $ 8.09 $ 10.02 

-- 

Miscellaneous income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,945 9,506 

Heating degree days 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  100% 87% Percent of normal 
2,527 

Consolidated natural gas distribution average transportation revenue per 

The following table shows our operating income by natural gas distribution division for the fiscal years 
ended September 30, 2007 and 2006. The presentation of our natural gas distribution operating income is 
included for financial reporting purposes and may not be appropriate for ratemaking purposes. 

2007 a 0 6  
Beating Heating 

Degree Days Operating Degrec? Days 
Inmme Percent of Operating Percent of 
o.oss) - Normal(') Income Normal"' 

(In thousands, except degree day information) 
Colorado-Kansas ............................... $ 22,392 104% $ 22,524 99% 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  105% 27,772 78% 

Mississippi . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23.225 101% 23,276 102% 

KentuckyMd-States . . . . . . . . . . . . . . . . . . . . . . . . . . . .  42,161 97% 49,893 98% 
Lauisiana 44,193 
Mid-'I'ex 100% 7 1,703 72% . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  68,574 

West Texas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  21,036 99% 2,215 100% 
I 4,511 - Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (394) 

1 I 

Total.. . ..................... . . . .  ..... . . . . . . .  $221,187 100% $201,894 87 % 

(I)  Adjusted for service areas that have weather-normalized operations. For service areas that have weather 
noimalized operations, normal degree days are used instead of actual degree days in  computing the total 
number of heating degree days. 
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The $27.6 million increase in natural gas distribution gross profit primarily reflects a nine percent 
increase in throughput and the impact of having WNA coverage for more than 90 percent of our residential 
and commercial customers, which increased gross profit by $38.6 million. Included in this amount was a 
$10.8 million increase associated with the implementation of WNA in our Mid-Tex and Louisiana Divisions 
beginning with the 2006-2007 winter heating season. 

As a result of the Mid-Tex rate case, our gas distribution gross profit increased by $5.4 million compared 
to the prior year. This increase was partially offset by a decrease in Mid-Tex transportation revenue as the rate 
case reduced the hansportation rates for certain customer classes. The Mid-Tex rate case also required the 
refund of $2.9 million collected under GRIP, which reduced gross profit in  the current year. 

Favorable regulatory activity in the current year increased gross profit by $24.4 million, primarily due to 
an $1 1.8 million increase in GRIP-related recoveries and a $1 0.2 million increase from our Rate Stabilization 
Clause (RSC) filings in our Louisiana service areas. These increases were partially offset by an $1 1.6 million 
decrease in gross profit associated with re,datory rulings in our Tennessee, Louisiana and Virginia 
jurisdictions. 

Offsetting these increases in gross profit was a reduction in revenue-related taxes. Due to a signifkant 
decline in the cost of gas in the current-year period compared with the prior-year period, franchise and state 
gross receipts taxes included in gross profit decreased approximately $1.7 d i o n ;  however, franchise and state 
gross receipts tax expense recorded as a component of taxes, other than income decreased $5.4 million, which 
resulted in a $3.7 million increase in operating income when compared with the prior-year period. 

Natural gas distribution gross profit also reflects a $7.5 million accrual for estimated unrecoverable gas 
costs. The remaining decrease in gross profit primarily is attributable to lower irrigation margins and a 
reduction i n  pass-through siircharges used to recover various costs as these costs were fuuy recovered by the 
end of fiscal 2006 and during fiscal 2007. 

Operating expenses, which include operation and maintenance expense, provision for doubtful accounts, 
depreciation and amortization expense, taxes, other than income, and impairment of long-lived assets, 
increased to $731 .S million for the year ended September 30,2007 from $723.2 million for the year ended 
September 30, 2006. 

lion, primarily due to inmased employee and other administrative costs. These increases include the personnel 
and other aperating costs associated with the transfer of our gas supply function from our pipeline, storage and 
other se,.ment to our natural gas distribution segment effective January I ,  2007. Partially offsetting these 
increases was the deferral of $4.3 million of operation and maintenance expense in our Louisiana Division 
resulting from the Louisiana Public Stmice Commission's ruling to allow recovery of all incremental operation 
and maintenance expense incurred in fiscal 2005 and 2006 in connection with our Hui-ricane Katlina recovery 
efforts. 

Operation and maintenance expense, excluding the provision for doubtful accounts, increased $22.4 mil- 

The provision for doubtful accounts decreased $0.8 million to $19.8 million for the year ended 
September 30, 2007. The decrease primarily was attributable to reduced coIlection risk as a result of lower 
natural gas prices. In  the nahiral gas distribution segment, the average cost of natural gas for the year ended 
September 30, 2007 was $8.09 per Mcf, compared with $10.02 per Mcf for the year ended September 30, 
2006. 

Depreciation and amortization expense inneased $12.7 million for the year ended September 30, 2007 
compared with the prior-year period. The increase was primarily atbibutable to increases in assets placed in 
service during fiscal 2007. Additionally, the increase was partially attributable to the absence in the current- 
year period of a $2.8 million reduction in depreciation expense recorded in the prior-year period arising from 
the Mississippi Public Service Commission's decision to allow certain deferred costs in our rate base. 

Operating expenses for the year ended September 30, 2007 included a $3.3 nlillion noncash charge 
associated with the write-off of costs for software that will no longer be used Fiscal 2006 results included a 
$22.9 million noncash charge to impair the West Texas Division higation properties. 
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huerest charges 

Interest charges aUocated to the natural gas distribution segment for the year ended September 30, 2007 
decreased to $121.6 million from $126.5 million for the year ended September 30, 2006. The decrease 
primarily was attributable to lower average outstanding short-term debt balances in the current-year period 
compared with the prior-year period. 

Regulated Transmission and Storage Segment 

Our regulated transmission and storage segment consists of the regulated pipeline and storage operations 
of the Atmos Pipeline - Texas Division. The Atmos Pipeline -Texas Division transports natural gas to our 
Mid-Tex Division and third parties and manages five underground storage reservoirs in Texas. We also provide 
auciuary services cvstomary in the pipeline industry including parking arrangements, lending and sales of 
inventory on hand. 

Similar to our natural gas distribution segment, our regulated transmission and storage segment i s  
impacted by seasonal weather patterns, competitive factors in the energy industry and economic conditions in 
our service areas. Further, as the Atmos Pipeline - Texas Division operations supply all of the natural gas for 
our Mid-Tex Division, the results of this segment are highly dependent upon the natural gas requirements of 
the Mid-Tex XXvision. Fmaily, as a regulated pipeline, the operations of the Atrnos Pipeline - Texas Division 
may be impacted by the timing of when costs and expenses are incurred and when these costs and expenses 
are recovered through its tariffs. 

Review of Financial and Operating Results 

Financial and operational highlights for our regulated transmission and storage segment for the years 
ended September 30,2007 and 2006 are presented below. 

For the Year Ended 
September 30 

2007 2006 
(In thousands, unless 

otherwise noted) 

-- 

Mid-Tex transportation ........................................ $ 77,090 $ 69,925 
Third-party transportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  65,158 56,813 
Storage and park and lend services ............................... 9,374 8,047 
Orber . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . .  ........ . . . . . .  11,607 6,348 

Gross profit. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  163,229 141,133 
Operating expenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  83,399 77,807 

Operating income ........................................... 79,830 63,326 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Miscellaneous income (expense) 2,105 (1 53) 

Interest charges . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,917 22,787 

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  54,018 40,386 
Income tax expense. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19,428 13,839 

Netincome . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . .  $ 34,590 $ 26,547 

Pipeline transportation volumes - MMcf. .......................... 505,493 41 0,505 

The $22.1 miUion increase in gross profit piimarily is attrihutable to a 23 percent increase in throughput 
due to colder weather in the current year and incremental voIumes from the North Side Loop and other 
compression projects. These activities increased gross profit by $16.2 million, of which, $10.8 million was 
associated with our North Side Loop and other compression projects completed in fiscal 2006. Increases in  
gross profit also include a $3.1 million increase from rate adjustments resulting fimm our 2005 GRIP filing, a 
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$2.1 million increase from the sale of excess gas inventory and a $2.0 million increase from new or 
renegotiated blending and capacity enhancement contracts. 

Operating expenses increased to $83.4 million for the year ended September 30, 2007 &om $77.8 million 
for the year ended September 30,2006 due to higher administrative and other operating costs primarily 
associated with the North Side Loop and other compression projects that were campleted in fiscal 2006. 

interest charges 

Interest charges allocated to the pipeline and storage segment for the year ended September 30, 2007 
increased to $27.9 million fiom $22.8 million for the year ended September 30, 2006. The increase was 
amibutable to the use of updated allocation factors for fiscal 2007. These factors are reviewed and updated on 
an annual basis. 

Nafural Gas Marketing Segment 

Our natural gas marketing segment aggregates and purchases gas supply, arranges transportation and/or 
storage logistics and ultimately delivers gas to our customers at competitive prices. To facilitate this process, 
we utilize proprietary and customer-owned tsansportation and storage assets to provide rhe various services our 
customers request, including furnishing natural gas supplies at fixed and market-based prices, contract 
negotiation and administration, load forecasting, gas storage acquisition and management services, transporta- 
tion services, peaking sales and balancing services, capacity utilization strategies and gas price hedging 
through the use of derivative products. As a result, revenues and gross profit from this segment arise from the 
types of commercial transactions we have structured with our customers and include the value we extract by 
optirniziig the storage and transpostation capacity we own or control as well as revenues for services we 
perform. 

To optimize the storage and transportation capacity we own or control, we parkipate in transactions in 
which we combine the natural gas commodity and transportation costs co minimize our costs incurred to serve 
our customers by identifying the lowest cost alternative within the natural gas supplies, transportation and 
markets to which we have access. Additionally, we engage in natural gas storage transactions in which we 
seek to find and profir from the pricing differences that occur over time. We purchase physical natural gas and 
then sell financial contracts at favorable prices to lock in gross profit margins. Through the use of 
transportation and storage services and derivative contracts, we seek to capture gross profit margin through the 
arbitrage of pricing differences in various locations and by recognizing pricing differences that occur over 
time. 

AEM continually manages its net physical position to enhance the future economic profit it captured 
when an original transaction was executed. Therefore, AEM may change its scheduled injection and 
withdrawal plans from one time period to another based on market conditions or adjust the amount of storage 
capacity it holds on a discretionary basis in an effoxt to achieve this objective. 

The natural gas inventory used in our natural gas marketing storage activities is marked to market at the 
end of each month based upon the Gas Daily index with changes in fair value recognized as unrealized gains 
and losses in the period of change. We use derivatives, designated as fair value hedges, to hedge this natural 
gas inventory. These derivatives are marked to market each month based upon the NYMEX price with changes 
in fair value recognized as unrealized gains and losses in the period of change. The changes between the 
spreads between the forward natural gas prices used to value the financial hedges designated against our 
physical inventory and the market (spot) prices used to value our physical storage result in the unrealized 
margins reported as a part of our storage activities until the underlying physical gas is cycled and the related 
financial derivatives are settled, 

AE;M also uses derivative instruments to capture additional storage arbitsage opportunities that arise 
subsequent to the execution of the original physical inventory bedge and to insulate and protect the economic 
value within its storage and marketing activities. Changes in fair value associated with these financial 
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instruments are recognized as unrealized gains and losses within A E M ' s  storage and marketing activities until 
they are settled. 

Review of Financial and Operating Results 

Financial and operational higlilights for our natural gas marketing sebpent for the years ended Septern- 
ber 30, 2007 and 2006 are presented below. Gross profit mare% for our natural gas inarketing segment consists 
primarily of margins earned from the delivery of gas and related services requested by our customers; and 
asset optimization activities, which are derived from the utilization of our managed proprietary and third party 
storage and transportation assets to capture favorable arbitrage spreads through natural gas trading activities. 

Unrealized margins represent the unrealized gains or losses on the derivative contracts used by our natural 
gas marketing segment to manage commodity price risk as described above. These margins fluctuate based 
upon changes ~JI the spreads between the physical and forward natural gas prices. Generally, if the physicaY 
fmancial spread narrows, we will record unrealized gains or lower unrealized losses. If the physicaVfimancial 
spread widens, we will record unrealized losses or lower unrealized gains. The magnitude of the unrealized 
gains and losses is also contingent upon the levels of our net physical position at the end of the reporting 
period. 

For the Year Ended 

2007 2006 
(In thousands, unless 

otherwise noted) 

September 30 - 

Delivered gas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 57,054 $ 87,236 
Asset optimization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  28,827 26,225 
Vnrealized margins . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 8,430 17,166 

Gross profit. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  104,311 130,627 
-- 

Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29,271 28,392 

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Miscellaneous income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Interest charges. ............................................. 
Income before income taxes ................................... 
Income tax expense. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Netincorne . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Natural gas marketing sales volumes - NLMcf . . . . . . . . . . . . . . . . . . . . . .  
Net physical position (Bcf) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

75,040 
6,434 
5,767 

75,707 
29,938 

$ 45,769 

370,668 

12.3 

102,235 
2,598 
8,510 

96,323 
37,757 

$' 58,566 

283,962 

14.5 

--- 

The $26.3 million decrease i n  our natural gas marketing segment's gross profit primarily reflects lower 

Delivered gas margins decreased $30.2 million cornpared with the prior-year period. This decrease 
reflects the impact of a less volatile market, which reduced opportunities to take advantage of pricing 
differences between hubs, partially offset by a 31 percent increase in sales volumes attributable to successful 
execution d our marketing strategies and colder weather in the current fiscal year compared with the prior 
year. 

delivered gas margins, partially offset by higher asset optimization margins. 

Asset optimization niargins increased $2.6 million compared with the prior-year period. The increase 
reflects greater cycled storage volumes during the cun-ent-year period, partially offset by an increase in storage 
rees and park and loan fees which reduced the arbitrage spreads avaiidble. 

depreciation and amortization expense and m e s  other than income taxes, increased to $29.3 million for the 
Operating expenses, which include operation and maintenance expense, provision for doubthl accounts, 
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year ended September 30, 2007 fram $28.4 ridlion for the year ended September 30, 2006. The increase in 
operating expense primarily was attributable to an increase in employee and other administrative costs. 

Miscellaneous inronie 

Miscellaneous income increased to $6.4 million for the year ended September 30, 2007 from $2.6 W o n  
for the year ended September 30,2006. The increase primady was attributable to increased investment 
income earned on overnight investments during the current-year period combined with increased interest 
income earned on our margin account associated with increased margin requirements during the current year. 

Interest charges 

Interest charges for the year ended September 30, 2007 decreased to $5.8 million from $8.5 million for 
the year ended September 30, 2006. The. decrease was attributable to lower borrowing requirements during the 
current-year period. 

Economic Gross Prqfit 

AEM monitors the impacts of its asset optimization efforts by estimating the gross profit that it captured 
through the purchase and sale of physical natural gas and the associated financial derivatives. The reconcili- 
ation below of the economic gross pmfit, combined with the effect of unrealized gains or losses recognized in 
accordance with generaUy accepted accounting principles in the financial statements in prior periods, is 
presented to provide a measure of the potential gross profit &om asset optimization that could occur in future 
periods if AEM’s optimization efforts are executed as planned. We consider this measure of potential gross 
profit a non-GAAP fiiancial measure as it is calculated using both forward-looking and historical financial 
information. The following table presents AEM’s economic gross profit and its potential gross profit for the 
last three fiscal years. 

Associated Net 
Net Physical Economic Gross Unrealized Gain Potential Gross 

Period Endig Position Profit OLoss) Profit 

September 30,2007.. . . . . . . I . . . 12.3 $40.8 $ 10.8 $30.0 
September 30,2006. , . . . . . . . . . . . 14.5 $60.0 $( 16.0) $76.0 
September 30,2005. . . . . . . . . . . . 6.9 $13.1 $(14.8) $27.9 

As of September 30,2007, based upon AEM’s derivatives position and inventory withdrawal schedule, 

(Bcf) (In millions) (In millions) (In millions) 

the economic gross profit was $40.8 d o n .  This amount is reduced by $10.8 million of net unrealized gains 
recorded in the financial statements as of September 30, 2007 that will reverse when the inventory is 
withdrawn and the accompanying financial derivatives are settled. Therefore, the potential gross profit was 
$30.0 million. This potential gross profit amount will not result in an equal increase in future net income as 
AEM will incur additional storage and other operational expenses and increased income taxes to r d i z e  this 
amount. 

The economic gross profit is based upon planned injection and withdrawal schedules, and the realization 
of the economic gross profit i s  contingent upon the execution of this plan, weather and other execution factors. 
Since AEM actively manages and optimizes its portlolio to enhance the luture profitability of its storage 
position, it may change its scheduled injection and withdrawal plans from one time period to another based on 
market conditions. Therefore, we cannot ensure that the economic gross profit or the potential goss profit 
calculated as of September 30, 2007 will be fully realized in the future or in what time period. Further, if we 
experience operational or other issues which limit our ability to optimally manage our stored gas positions, 
our earnings could be adversely impacted. 
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Pipeline, Storage and Other Segment 

Our pipeline, storage and other segment primarily consists of the operations of Atrnos Pipehe and 
Storage, LLC (APS), Atmos Energy Services, LLC ( A E S )  and Atmos Power Systems, Tnc., which are each 
wholly-owned by AEH- 

APS owns or has an interest i n  underground storage Gelds in Kentucky and Louisiana. We use these 
storage facilities to reduce the need to contract for additional pipeline capacity to meet customer demand 
during peak periods. Additionally, beginning in fiscal 2006, A P S  initiated activities in the natural gas gathering 
business. As of September 30, 2007, these activities were limited in nature. 

AES, through December 31, 2006, provided natural gas management services to our natural gas 
distribution operations, other than the Mid-Tex Division. These services included aggregating and purchasing 
gas supply, arranging transportation and storage logistics and ultimately delivering the gas to our natural gas 
distribution service areas at competitive prices. Effective January 1, 2007, these activities were moved to our 
shared services function included in our natural gas distribution segment. AES continues to pxovide limited 
services to our natural gas distribution divisions, and the revenues AES Ieceives are equal to the costs incurred 
to provide those services. 

Through Atmos Power System, Inc., we have constructed elecbtic peaking power-generating plants and 
associated facilities and lease these plants through lease agreements that are accounted for as sales under 
generally accepted accounting principles. 

Results for this se,ament are primarily impacted by seasonal weather patterns and volatility in the natural 
gas markets. Additionally, this segment's results include an unrealized component as A P S  hedges its risk 
associated with its asset optimization activities. 

Review of Financial arid Operating Results 

Financial and operational highlights €or our pipeline, storage and other segment for the years ended 

For the Year Ended 
September 30 

2007 2006 
(In fhousands, unless 

otherwise noted) 

Storage and transportation services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $15,968 $1 1,841 
Asset optimization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 0,75 1 3,387 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,792 5,916 
Unrealized margins.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,097 3,350 

Gross profit. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,608 24,494 
Operating expenses. ............................................ 10,373 9,570 

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  22,235 14,924 
Miscellaneous income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,173 6,858 

September 30, 2007 and 2006 are presented below. 

-~ 

-- 

-- 

Interest charges. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . .  6,055 6,512 - ̂I- 
Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  24,353 15,270 
Income tax expense. ............................................ 9,503 5,648 

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $14,850 $ 9,622 
-- 
-- -- 

Pipeline transportation volumes - MMcf . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,150 5,439 -- ~- 
Gross profit increased $8.1 million primarily due to APS' ability to capture more favorable arbitrage 

spreads from its asset optimization activities, an increase in asset optimization contracts and increased 
transportation mar,$ns. 

46 



Operating expenses increased to $1 0.4 million for the year ended September 30, 2007 liom $9.6 million 
for the year ended September 30,2006 primarily due to a $3.0 million noncash charge associated with the 
write-off of costs associated with a natural gas gathering project. This increase was parlially offset by a 
decrease in employee and other administrative costs associated with the transfer of gas supply operations horn 
the pipeline, storage and other segment to our natural gas distribution segment effective January 1, 2007. 

Miscellaneouc. income 

Miscellaneous income increased to $8.2 million for the year ended September 30, 2007 from $6.9 d o n  
for the year ended September 30, 2006. The increase was primarily attributable to $2.1 million received from 
leasing certain mineral interests coupled with an increase in interest income recorded in the pipeline, storage 
and other segment. 

Interest charges 

Interest charges allocated to the pipeline, storage and other segment €or the year ended September 30, 
2007 decreased to $6.1 million from $6.5 million for the year ended September 30, 2006. The decrease was 
attributable to the use of updated allocation factors for fiscal 2007. These factors are reviewed and updated on 
an annual basis. 

Year ended September 30,21306 compared with year ended September 30,2005 

Natural Gas Distribution Segment 

Financial and operational highlights for our natural gas distribution segment for the fiscal years ended 
September 30,2006 and 2005 are presented below. 

For the Year Ended 
September 30 

2006 2005 
(in thousands, unless 

otherwise noted) 

- 

Gross profit. ................................................ $925,057 $907,366 
Operating expenses ........................................... 723,I 63 67 1 ,OO 1 

Operating income ........................................... 201,894 236,365 

Interest charges. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  126,489 112,382 

Income fax expense. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  31,909 49,642 

Net income.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 53,002 $ 81,117 

Natural gas distribution sales volumes - MMcf ...................... 272,033 296,283 
Natural gas distrjhution transportation volumes ..-- MMcf  . . . . . . . . . . . . . . .  1 14,851 

-- 

Miscellaneous income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,506 6,776 

-- 
Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  84,911 130,759 

121,962 

Total natural gas distribution throughput - MMcf . . . . . . . . . . . . . . . . . .  393,995 41 1,134 

Heating degree days 
Actual (weighted average) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,527 2,587 
Percentofnormal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  87% 89% 

Mcf . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 0.50 $ 0.51 
Consolidated natural gas distribution average cost of gas per Mcf sold . . . . .  $ 10.02 $ 7.41 

Consolidated natural gas distribution average transportation revenue per 
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The following table shows our operating income by natural gas distribution division for the fiscal years 
ended September 30, 2006 and 2005. The presentation of our natural gas distribution operating income is 
included for financial reporting purposes and may not be appropriate for ratemaking purposes. 

2006 2005 

Operating Days Percent Operating Days Percent 
Tncume of Normal"' Jncome of Normal(') . 

(In thousands, except degree day information) 

Heating Degree Heating Degree 

Colorado-Kansas ........................... $ 22,524 99% $ 25,157 99% 
KentuckyMid-States . . . . . . . . . . . . . . . . . . . . . . . .  49,893 98% 54,344 96% 
Louisiana . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,772 78% 24,819 78% 
Mid-Tex ................................. 7 1,703 72% 84,965 80% 
Mississippi . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23,276 102% 19,045 96% 
West Texas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,215 100% 27,520 99% 
Other I 515 - ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,511 

To tal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $201,894 87% $236,365 89% 

('I Adjusted for service areas that have weather-normalized operations. For service areas that have weather 
normalized operations, noi?nal degree days are used instead of actual degree days in computing the total 
number of heating degree days. 

Natural gas distribution gross profit increased to $925.1 million for the year ended September 30, 2006 
from $907.4 million for the year ended September 30, 2005. Total throughput for our natural gas distribution 
business was 394.0 Bcf during the current year compared to 411.1 Bcf in the prior yeai. 

The increase in natural gas distribution gross profit, despite lower throughput, primarily reflects higher 
franchise fees and state gross receipts taxes, which are paid by customers and have no permanent effect on net 
income. Additionally, margins increased approximately $14.0 million due to rate increases received from our 
fiscal 2005 and fiscal 2004 GRIP fitings and the recognition of $3.3 million that had been previously deferred 
in Louisiana following the LPSC's ratification of our agreement in May 2006. These increases were partially 
offset by approximately $22.9 rrf ion due to the impact of significantly warmer than normal weather, 
particularly in our Mid-Tex and Louisiana divisions. For the year ended September 30, 2006, weather was 
13 percent warmer than normal, as adjusted for jurisdictions with weather-normalized operations and two 
percent warmer than the prior year. In the Mid-Tex and Louisiana Divisions, which did not have weather- 
normalized rates during the 2005-2006 winter heating season, weather was 28 percent and 22 percent warmer 
than normal. 

Additionally, natural gas distribution gross profit decreased approximately $2.9 million compared with the 
prior year in the Louisiana Division due to the impact of Hurricane Katrina. Service has been restored in some 
areas affected by the storm; however, it is likely that service will not be restored to a l l  of the affected service 
areas. As more fully described under Ratemaking Activity, we implemented new rates in September 2006 that 
reflect the impact of Hurricane Katrina. 

Operating expenses increased to $723.2 million for the year ended September 30, 2006 fiom $671 .O mil- 
lion for the year ended September 30, 2005. The increase reflects a $1 3.3 million increase in taxes, other than 
income, primarily related to franchise fees and state gross receipts taxes, both of which are calculated as a 
percentage of revenue, and are paid by our customers as a component of their monthly bills. Although these 
amounts are included as a component of revenue in accordance with our tariffs, timing differences between 
when these amounts are billed to ow customers and when we recognize the associated expense may affect net 
income favorably or unfavorably 011 a temporary basis. However, there is no permanent effect on net income. 

Operation and maintenance expense, excluding the provision for doubtful accounts, increased $7.8 million 
primarily due to higher employee costs associated with increased headcount to fill positions that were 
previously outsourced to a third party, higher medical and dental claims and increased pension and 
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postretirement costs resulting from changes in the assumptions used to determine our fiscal 2006 costs. 
Increased line locate, telecommunication and facilities costs also contributed to the overall increase. These 
increases were partially offset by a reduction in third-party costs for outsourced administrative and meter 
reading functions that were in-sourced during fiscal 2006. Operation and maintenance expense for the year 
ended September 30, 2006 was also favorably impacted by the absence of $2.1 million of merger and 
integration cost amortization associatecl with the merger of IJnited Cities Gas Company in July 1997, as these 
costs were fully amortized by December 2004. 

The provision for doubtful accounts increased $3.1 million to $20.6 million for the year ended 
September 30, 2006, compared with $17.5 million in the prior year. The increase was primarily attributable to 
increased collection risk associated with higher natural gas prices. In the natural gas distribution segment, the 
average cost of natural gas for the year ended September 30, 2006 was $10.02 per Mcf, compared with $7.41 
per Mcf for the year ended September 30, 2005. 

Additionally, during the f is t  quarter of fiscal 2006, the MPSC, in connection with the modification of our 
rate design, decided to allow the recovery of $2.8 million in deferred costs, which it had originally disallowed 
in its September 2004 decision. This charge was originally recorded in fiscal 2004. This ruling decreased our 
depreciation expense during the year ended September 30, 2006. This decrease was oEset by increased 
depreciation expense associated with the placement of various capita1 projects into service during the fiscal 
year, 

Operating expenses were also impacted by a $22.9 million noncash charge to impair our West Texas 
Division’s irrigation assets. ]During the fiscal 2006 fourth quarter, we determined that, as a result of declining 
irrigation sales primarily associated with our agricultural customers’ shift from gas-powered pumps to electric 
pumps, the West Texas Division’s irrigation assets would not be able to generate sufficient future cash flows 
from operations to recover the net investment in these assets. Therefore, the entire net book value was written 
off. We will continue to operate these assets until we determine a plan for these assets as we are obligated to 
provide natural gas services to certain customers served by these assets. We are currently evaluating an 
opportunity to sell these assets in the first quarter of fiscal 2008. We do not expect the outcome of this 
potential transaction to materially a€fect our results of operations. 

As a result of the aforementioned factors, our natural gas distribution segment operating income for the 
year ended September 30, 2006 decreased to $201.9 million from $236.4 inillion for the year ended 
September 30, 2005. 

Miscellaneous inconze 

Miscellaneous income for the year ended September 30,2006 was $9.5 million compared to miscella- 
neous income of $6.8 million for the year ended September 30,2005. T h i s  increase was primai-ily attributable 
to increased interest income on intercompany borrowings to our natural gas marketing segment to fund its 
working capital needs. This increase was partially offset by a $3.3 million charge recorded during the fiscal 
2006 second quarter associated with an adverse ruling in Tennessee related to the calculation of a 
performance-based rate mechanism associated with gas purchases. 

btferesf charges 

Tnterest charges allocated to the natural gas distribution segment for the year ended September 30, 2006 
inCredSed to $1 26.5 million from $1 12.4 million for the year ended September 30, 2005. The incsease was 
attributable to higher average outstanding short-term debt balances to fund natural gas purchases at 
significantly higher prices coupled with an approximate 200 basis point increase in the interest rate on our 
$300 million unsecured floating rate Senior Notes due 2007 due to an increase in the three-month LIBOR rate. 
These increases were partially offset by $4.8 million of interest savings arising from the early payoff of 
$72.5 million of OUJ First Motxgage Bonds in June 2005. 

49 



Regulated l’runsmkswn and Storage Segment 

Financial and operational highlights for OUT regulated transmission and storage segment for the years 
ended September 30, 2006 and 2005 are presented below. 

For the Year Ended 
September 30 

Mid-Tex transportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Third-party tmnsportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Storage and park and lend services ............................... 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Grossproljit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Operatingincome ........................................... 
Miscellaneous income (expense) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Interest charges. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Income tax expense. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income before income taxes ................................... 

Net income. . . . . . . . . . . . .  ........................ . . .  . . . . . . . . .  

2006 2005 
(In thousands, unless 

otherwise noted) 

$ 69,925 $ 70,089 
56,813 44,348 

8,047 4,235 
6,348 19,362 

141,133 138,034 
77,807 72,194 

63,326 65,840 
(153) 150 

22,787 23,344 

40,386 42,646 
13,839 15,064 

$ 26,547 $ 27,582 

Pipeline transportation volumes - MMcf. . . . . . . . . . . . . . . . . . . . . . . .  ... 410,505 373,879 

Gross profit increased to $141.1 million €or the year ended September 30, 2006 &om $138.0 million for 
the year ended September 30, 2005. Total pipeline transportation volumes were 581.3 Bcf during the year 
ended September 30,2006, compared with 554.5 Bci €or the prior year. Excluding intersegment transportation 
volumes, total pipeline transportation volumes were 410.5 Bcf during the current year compared with 373.9 Bcf 
in the prior year. 

The increase i n  gross profit was primarily attributabie to inL?-eased third-party throughput and ancillary 
service margins. The increase in third-party trarisportation margins was prhardy attributable to increases in 
the electric-generation market due to the warmer than normal temperatures during the sumner of 2006, 
increased demand for through-system banspurtation services due to a widening of pricing differentials between 
the pipeline’s hubs and the impact of Atnios Pipeline - Texas’ North Side Loop and other compression 
projects that were placed into service in June 2006. Storage and parking and lending services on Atmos 
Pipeline - Texas also increased during fiscal 2006 as a result of the widening of pricing dEerenUals between 
the pipeline’s hubs, which increased the attractiveness of storing gas on the pipeline and our ability to obtain 
improved margins for these services. The increases on Atmos Pipeline I- Texas’ system were partially offset 
by a decrease in margins earned from intercompany transportatiorl services to our Md-Tex Division due to the 
significantly wanner than noimal weather experienced during fiscal 2006. Additionally, these increases were 
partially offset by the absence of inventory sales of $3.0 miltion realized in the prior year. 

Operating expenses increased to $77.8 million for the year ended September 30, 2006 from $72.2 million 
for the year ended September 30, 2005 due to higher employee benefit costs associated with an increase in 
headcount, increased pension and postretirement costs resulting from changes in the assumptions used to 
determine OUT fiscal 2006 costs, higher facilities costs and higher pipeline integrity costs. 

As a result of the aforementioned factors, our regulated transmission and storage segment operating 
income for the year ended September 30, 2006 decreased to $63.3 million from $65.8 million for the year 
ended September 30, 2005. 
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Natural Gas Marketing Segment 

Financial and operational highlights for our natural gas marketing segnent for the years ended Septem- 
ber 30, 2006 and 2005 are presented below. 

For the Year Ended 
September 30 

2006 2005 

otherwise nated) 

-- 
(In thOUSaDd5, UniesS 

Deliveredgas $ 87,236 $ 59,971 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Asset optimization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  26,225 28,008 
Unrealized margins . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17,166 (26,006) 

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  130,627 61,973 
Operating expenses.. ......................................... 28,392 20,988 

Operating income ........................................... 
Miscellaneous income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
~terestcharges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income tax expense. .......................................... 
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Natural gas marketing sales volumes - MMcf ...................... 
Net physical position (Bcf) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

102,235 
2,598 
8,510 

96,323 
37,757 

$ 58,566 

283,962 

14.5 

40,985 
77 1 

3,405 

38,351 
14,947 

$ 23,404 

238,097 

6.9 

The $68.7 million increase in our natural gas marketing segment's gross profit reflects increased delivered 
gas margins and increased unrealized margins partially offset by a decrease in asset optimization margins. 

Delivered gas margins increased $27.3 million during fiscal 2006 as a result of increased sales volumes 
resulting from focusing our marketing efforts on higher margin opportunities partially offset by warmer-than- 
normal weather across our market areas. The increase in gas delivery margins also reflected our ability to 
successfully capture increased per unit margins in certain market areas that experienced higher market 
volatility. 

Asset optimization margins decreased $1.8 million primarily due to the realization of less favorable 
arbih-age spreads during tbe current year period compared with the prior year, coupled with increased storage 
fees. 

The favorable unrealized margin variance phar i ly  was due to a iavorable movement during the year 
ended September 30, 2006 in the forward natural gas prices associated with financial derivatives used in our 
gas delivery activities, a narrowing of the physicd€omard spreads during fiscal 2006 and positive basis 
ineffectiveness on our financial derivatives. These results were magnitid by a 7.6 Bcf increase in our net 
physical position at September 30, 2006 compared to the prior year. 

Operating expenses, which include operation and maintenance expense, provision €or doubtful accoimts, 
depreciation and amortkation expense and taxes other than income taxes, increased to $28.4 million for the 
year ended September 30, 2006 from $21.0 million €or the year ended September 30, 2005. The increase in 
operating expense plimarily was attributable to an increase in personnel costs due to increased headcount and 
an increase in regulatory compliance costs. 

The improved gross profit margin paltially offset by higher operating expenses resulted in an increase in 
our natural gas marketing segment operating income to $1 02.2 miltion for the year ended September 30, 2006 
comparecl with operating income of $41 .O inillion for the year ended September 30, 2005. 
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Werest charges 

Interest charges allocated to the natural gas marketing segment for the year ended September 30,2006 
increased to $8.5 million from $3.4 d l i o n  for the year ended September 30, 2005. The increase was 
attributable to higher average outstanding debt balances to fund natural gas purchases at significantly f5gher 
prices. 

Pipeline, Storage and Other Segmerit 

Financial and operational highlights for ow pipeline, storage and other segment for the years ended 
September 30, 2006 and 2005 are presented below. 

For the Year Ended 
September30 - 

2.006 200s 
(In thousands, unless 

otherwise noted) 

Storage and transportation services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1 1,841 $11,539 
Asset optimization ............................................. 3,387 1,613 
Other ....................................................... 5,916 5,324 
Umealized margins.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,350 (4,730) 

Gross profit. ................................................. 24,494 13,746 
Operating expenses. ............................................ 9,570 8,482 

Operating income.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,924 5,264 
Miscellaneous income. .......................................... 6,858 4,455 
Interest charges. ............................................... 6,512 3,457 

Income before income taxes ..................................... 15,270 6,262 

~- 

~ 

~- 

Tncorne tax expense. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,648 2,580 -~ 
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 9,622 $ 3,682 -- -- 
Pipeline transportation volumes -- MMcf ............................ 5,439 5,580 - _ _ _  -- 
Gross profit increased to $24.5 million for the year ended September 30, 2006 from $13.7 million for the 

year ended September 30, 2005. The increase in gross profit was primarily attributable to increased unrealized 
gains recorded during fiscal 2006 as favorable movements in the forward natural gas prices used to value the 
financial hedges designated against the physical inventory underlying these contracts resulted in an unrealized 
gain compared with an unrealized loss in the prior year. Additionally, APS recorded increased margins from 
its asset optimization activities due to its ability to capture more favorable arbitrage spreads. 

Operating expenses increased to $9.6 million for the year ended September 30, 2006 from $8.5 million 
fos the year ended September 30, 2005 due to higher employee and other administrative costs. 

As a sesult of the aforementioned factors, our pipeline, storage and other segment operating income for 
the year ended September 30, 2006 increased to $14.9 million from $5.3 million for the year ended 
September 30, 2005. 

LIQUJJ3ITY AND CAPITAL RESOURCES 

Our internally generated funds and borrowings under our credit facilities and commercial paper program 
generally provide the liquidity needed to fund our working capital, capital expenditures and other cash needs. 
Additionally, from time to time, we raise fonds from the pub!.ic debt and equity capital makets through our 
existing shelf registration statement to fund our liquidity needs. 
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Cash Flows 

Our internally generated iunds may change in d e  future due to a number of factors, some of which we cannot 
control. These include regulatory changes, the price for our services, the demand for our services, margin 
requirements resulting from significant changes in cornrnodity prices, operational risks and other factors. 

Cash frows from operating activities 

Year-over-year changes in our operating cash flows are primarily attributable to working capital changes 
withi  our natural gas distribution segment resulting from the impact of the price of natural gas and the timing 
of customer collections, payments for natural gas purchases, deferred gas cost recoveries and weather. 

For the year ended September 30,2007, we generated operating cash flow of $547.1 million compared 
with $31 1.4 million in fiscal 2006 and $386.9 million in fiscal 2005. The significant factors impacting our 
operating cash flow for the last three fiscal years are summarized below. 

Pear ended Sepiembcr 30, 2007 

Fiscal 2007 operating cash flows reflect the favorable timing of payments €or accounts payable and 
accrued liabilities, which increased operating cash flow by $1 07.6 million. Additionally, improved management 
of our deierred gas cost balances increased operating cash flow by $125.2 million. Finally, increased net 
income and other favorable working capital changes contributed to the increase in operating cash flow. 
Partially offsetting these increases in operating cash flow was a decrease in  customer collections of 
$84.8 million due to &e decrease in the price of natural gas during the current year. 

Year ended September 30, 2006 

Fiscal 2006 operating cash flows reflect the adverse impact of significantly higher natuml gas prices. 
Year-over-year, unfavorable timing of payments for accounts payable and other accrued liabilities reduced 
operating cash flow by $523.0 million. Partially offsetting these outflows were higher customer collections 
($2451 million) and reduced payments for natural gas inventories ($102.1 million). Additionally, favorable 
movements in the market indices used to value our natural gas marketing segment risk management assets and 
liabilities reduced the amount that we were required to deposit in a margin account and therefore favorably 
affected operating cash flow by $126.3 million. 

Year ended September 30, 2005 

Fiscal 2005 operating cash flows reflect the effects of a $49.6 million increase in net income and effective 
working capital management partially offset by higher natural gas prices. Working capital management efforts, 
which affected the timing of payments for accounts payable and other accrued Liabilities, favorably a€fected 
operating cash flow by $354.1 million. However, these efforts were partially offset by reducsd cash flow 
generated from accounts receilrable changes by $1 68.9 million, primarily attributable to higher natural gas 
prices, and an increase in our natural gas inventories attributable to a 13 percent year-over-year increase in 
oatwal gas prices coupled with increased natural gas inventory levels, which reduced operating cash flow by 
$81 .S million. Operating cash flow was also adversely impacted by unfavorable movements in the indices used 
to value our natural gas marketing segment risk management assets and liabilities, which resulted in a net 
liability for the segment. Accordingly, under the terms of the associated derivative contracts, we were required 
to deposit $81 .O million into a margin account. 

Cash flows from inliesting activities 

In recent years, a substantial portion of our cash resources has been used to fund acquisitions and growth 
projects, our ongoing constniction program and improvements to information systems. Our ongoing construc- 
tion program enables us to provide natural gas distribution services to our existing customer base, expand our 
natural gas distribution services into new markets, enhance the integrity of our pipelines and, more recently, 
expand our intrastate pipeline network. In executing our current rate strategy, we ase directing discretionary 
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capital spending to jurisdictions that permit us to earn a return on our investment timely. Currently, our Mid- 
Tex, Lmisiana, Mississippi and West Texas natural gas distribution divisions and our Atmos F‘ipeline - Texas 
Division have rate designs that provide the opportunity to include in their rate base approved capital costs on a 
periodic basis without being required to file a rate case. 

For the year ended September 30, 2007, we incurred $392.4 million for capital expenditures compared 
with $425.3 million for the year ended September 30,2006 and $333.2 million for the year ended 
September 30,2005. ‘I’he decrease in capital expenditures in fiscal 2007 primarily reflects the absence of 
capital expenditures associated with our North Side h o p  arid other pipeline compression projects, which were 
completed during the fiscal 2006 third quarter. Our cash used for investing activities for the year ended 
September 30,2005 reflects the $1.9 billion cash paid for the TXU Gas acquisition, including related 
transaction costs and expenses. 

Cash flows from jinancing activities 

For the year ended September 30, 2007, our financing activities used $159.3 million in cash compared with 
$155.3 million and $1.7 bfion provided €or the years ended September 30, 2006 and 2005. Our signiiicant 
financiug activities for the years ended September 30,2007, 2006 and W05 are summarized as follows: 

0 In December 2006, we raised net proceeds of approximately $192 million from the sale of approxi- 
mately 6.3 million shares of common stock, including the underwriters’ exercise of their overallotment 
option of 0.8 million shares, under a shelf registration statement fied with the SEC in Decemher 2006. 
The net proceeds from this issuance were used to reduce our then-existing short-term debt balance. 

0 In June 2007, we issued $250 d o n  of 6.35% Senior Notes due 2017. The effective interest rate of 
this offering, inclusive of all debt issue costs, was 6.45 percent. After giving effect to the settlement of 
our $1 00 million Treasury lock agreement in June 2007, the effective rate on these senior notes was 
reduced to 6.26 percent. We used the net proceeds of $247 million, together with $53 million of 
available cash, to repay ow $300 million unsecured floating rate senior notes, which were redeemed on 
July 15,2007. 

* During the years ended September 30,2006 and 2005, we increased our burrowings under our short- 
term facilities by $237.6 million and $144.8 million whereas during the year ended September 30, 
2007, we repaid a net $213.2 million under our short-term facilities. Net borrowings under our short- 
term facilities during fiscal 2006 and 2005 reflect the impact of seasonal natural gas purchases and the 
effect of higher natural gas prices. 

* We repaid $303.2 mivion of long-term debt during the year ended September 30,2007, compared with 
$3.3 million during the year ended September 30,2006 and $103.4 million during the year ended 
September 30, 2005. Fiscal 2005 payments reflected the repayment of $72.5 million of our First 
Mortgage Bonds. In connection with this repayment we paid a $25.0 d i o n  make-whole premium in 
accordance with the terms of the agreements and accrued interest of approxinmtely $1.0 W o n .  

6 During the year ended September 30. 2007, we paid $I 11.7 million in cash dividends compared with 
dividend payments of $102.3 million and $99.0 million for the years ended September 30, 2006 and 
2005. The increase in dividends paid over the prior-year period reflects the increase in our dividend 
rate from $1.26 per share dming fiscal 2006 to $1.28 per share during fiscal 2007, combined with a 
7.6 million increase in shares outstanding due to share issuances in connection with our December 
2006 equity offering and new share issuances under ow various plans. 

In October 2004, we sold a total of 16.1 million shares of common stock, including the underwriters’ 
exercise of their overallotment option, generating net proceeds of approximately $382 million. Addi- 
tionally, we issued $1.39 billion of senior unsecured debt. I’he net proceeds from these issuances, 
combined with the net proceeds of $235.7 rnillion from a July 2004 common stock offering were used 
to finance the acquisition of our Mid-Tex and Atmos Pipeline - Texas divisions and settle Treasury 
lock agreements, into which we entered to fur the Treasury yield component of the interest cost of 
financing associated with $875 million of the $ 1  3 9  billion long-term debt we issued. 
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In addition to the December 2006 equity offering deshbed above, during the year ended September 30, 
2007 we issued 0.9 million shares of common stock which generated net proceeds of $24.9 million. In 
addition, we granted 0.4 million shares of common stock under our 1998 Long-Term Incentive Plan to 
directors, officers and other participants in the plan. The following table shows the number o€ shares issued for 
the years ended September 30,2007,2006 and 2005: 

- For the \’ear Ended September 30 
2007 

Shares issued: 
Direct stock purchase plan . . . . . . . . . . . . . . . . . . . . . . . . . .  325,338 
Retirement savings plan .......................... 422,646 
1998 Long-krm incentive plan. .................... 51 1,584 
Long-term stock plan for Mid-States Division. ......... 

2,453 
December 2006 Offering ......................... 6,325,000 
October 2004 Offering. - 

Total shares issued . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,587,021 

___ 

Outside directors stock-for-fee plan ................. 

.......................... 

2006- .- 

387,833 
442,635 
366,905 

300 
2,442 
_- 
I 

1,200,115 

2005 . - - ~ -  

450,212 
441,350 
745,788 

2,341 

16,100,000 

17,739,691 

- 

- 

Credit Facilities 

As of September 30, 2007, we had a total of approximately $1 .5 billion of credit facilities, comprised of 
three short-term committed credit facilities totaling $91 8 million, one uncommitted credit facility totaling 
$25 million and, through AJ?M, a second uncommitted credit facility that can provide up to $580 million. 
Borrowings under our uncommitted credit facilities are made on a when-and-as-needed basis at the discretion 
of the banks. Our credit capacity and the amount of unused borrowing capacity are affected by the seasonal 
nature of the natural gas business and our short-term borrowing requirements, which are typically highest 
during colder winter months. Our working capital needs can vary significantly due to changes in the price of 
natural gas charged by suppliers and the increased gas supplies required to meet customers’ needs during 
periods of cold weather. 

As of September 30, 2007, the amount available to us under our credit facilities, net of outstanding letters 
of credit, was $908.8 million. We believe these credit facilities, combined with our operating cash flows will 
be suflicient to fund our working capital needs. These Eacilities are described in further detail in Note 6 to the 
consolidated financial statements. 

Shelf Registration 

$900 million in common stock andlor debt securities available for issuance, including approximately 
$401.5 million of capacity carried over from our pIior shelf registration statement filed with the SEC in 
August 2004. 

In December 2006, we sold approximately 6.3 million shares of common stock in an equity offering 
under the registration statement and used the net proceeds to reduce short-term debt In June 2007, we issued 
$250 million of 6.35% Senior Notes due 2017 in a debt offering under the registration statement. The net 
proceeds of approximately $2447 million, together with $53 million of available cash, were used to repay our 
$300 million unsecured floating rate senior notes in July 2007. 

statement. However, due to certain restrictions imposed by one state regulatory coinmission on our ability to 
issue securities under the registration statement, we now have remaining and available for issuance a total of 
approximately $1 00 million of equity securities, $50 million of senior debt securities and $300 milfion of 
subordinated debt securities. In addition, due to restiictions imposed by another state regulatory cornmission, if 
the credit ratings on our senior unsecured debt were to fall below investment grade from either Standard & 

On December 4, 2006, we filed a registration statement with the SEC to issue, from time to h e ,  up to 

After these issuances, we have approximately $450 million of availability remaining under the registration 
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Poor’s Corporation (BBB-), Moody’s Investors Services, Inc. (Baa3) or Htch Ratings, Ltd. (BBB-), our ability 
to issue any type of debt securities under the registration statement would be suspended until an investment 
grade rating from all three credit rating agencies was achieved. 

Credit Ratiugs 

Our credit ratings directly affect our abifity to obtain short-term and long-term financing, in addition to 
the cost of such financing. In determining OUT credit ratings, the rating agencies consider a number of 
quantitative factors, including debt to total capitalization, operating cash flow relative to outstanding debt, 
operating cash flow coverage of interest and pension liabilities and funding status. lu addition, the rating 
agencies consider qualitative factors such as consistency of om earnings over time, the quality of our 
management and business strategy, the risks associated with our regulated and nonregulated businesses and the 
regulatory structures that govern our rates in the states where we operate. 

Our debt is rated by three rating agencies: Standard & Poor’s Corporation (SEW), Moody’s Investors 
Services, Knc. (Moody’s) and Fitch Ratings, Ltd. (Fitch). Our current debt ratings are all considered investment 
grade and are as follows: 

S&P Moody’s Fit& --- 
Unsecured senior long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  BBB Baa3 EBB+ 
Commercial paper. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  A-2 P-3 F-2 

Currently, with respect to our unsecured senior long-term debt, Moody’s and Fitch maintain their stable 
outlook and S&P maintains its positive outlook. None of our ratings is currently under review. 

A credit raring is not a recommendation to buy, sell or hold securities. The highest investment grade 
credit rating for S&P is AAA, Moody’s is Aaa and Fit& is AAA. The lowest investment grade credit rating 
for S&P is BBB-, Moody’s is Baa3 and Fitch is BBB-. Our credit ratings may be revised or withdrawn at any 
time by the rating agencies, and each rating should be evahated independent of any other rating. There can be 
no assurance that a rating will remain in effect €or any given period of time or that a rating will riot be 
lowered, or withdrawn entirely, by a rating agency if, in its judgment, circumstances so warrant. 

Debt Covenants 

We were in compliance with all of our debt covenants as of September 30,2007. Our debt covenants are 
described in Note 6 to the consolidated financial statements. 

Capitalization 

The foUowing table presents our capitalization as of September 30, 2007 and 2006: 
September 30 

307 2006 
On thousands, except percentages) 

Sfloit-term debt ............................. $ 150,599 3.5% $ 382,416 9.1% 
Long-term debt.. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,130,146 50.2% 2,183,548 513% 
Shareholders’ equity. . . . . . . . . . . . . . . . . . . . . . . . . .  1,965,754 46.3% 1,648,098 39.1% - - 
Total capitalization, including short-term debt . . . . . . .  $4,246,499 100.0% $4,214,062 100.0% - - - - 
Total debt as a percentage of total capitalization, including short-term debt, was 53.7 percent and 

60.9 percent at September 30, 2007 and 2006. The decrease in the debt to capitalization ratio primarily reflects 
the favorable impact of our December 2006 equity offering and the reduction in short-tenn and long-term debt 
as of September 30, 2007. Our ratio of total debt to capitalization is typically greater during the winter heating 
season as we make additional short-term borrowings to fond natural gas purchases and meet our working 
capital requirements. We intend to maintain our capitalization ratio in  a target range of 50 to 55 percent 

I 
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through cash flow generated from operations, continued issuance of new common stock under our Direct Stock 
Purchase Plan and Retirement Savings PIan and access to the equity capital markets. 

Contractual Obligations and Commercial Commitments 

September 30, 2007. 
The following table provides information about contractual obligations and commercial commitments at 

Payments Due by Period 
Less Than More Than 

Total 1 Year 1-3 YCarS 3-5 Y-6 5 Sears - - 
(In thousands) 

Contractual Obligations 
L,ong-tern debt(') .................... $2,133,693 $ 3,831 $403,416 $365,065 $1,361,381 
Short-term debt(') .................... 150,599 150,599 

Gas purchase commitmend3) . . . . . . . . . . .  729,380 430,416 266,951 19,092 12,921 
Capital lease  obligation^(^). . . . . . . . . . . . . .  2,344 362 602 372 1,008 
Operating leases(4) . . . . . . . . . . . . . . . . . . .  17 1,405 16,923 30,957 28,247 95,278 
Demand fees for contracted storage") . . . . .  20.81 1 13,823 6,642 346 
Demand fees for contracted 

- - - 
Interest charges") . . . . . . . . . . . . . . . . . . . .  1,060,034 1 19,628 223,250 169,198 547,958 

- 

transportation'6) .................... 27,705 4,265 7,009 6,968 9,463 

Postretirement benefit plan contributions"'. . 145,562 -- 12,006 20,195 25,531 87,830 

Derivative  obligation^'^' ............... 21,629 21,339 290 .- 

Total contractual obligations . . . . . . . . . .  $4,463,162 $773,192 $959,312 $614,819 $2,115,839 

See Note 6 to the consolidated financial statements. 
(2)  Interest charges were calculated using the stated rate for each debt issuance. 
'3) Gas purchase commitments were determined based upon contractually determined volumes at prices esti- 

mated based upon the index specified in the contract, adjusted for estimated basis differentials and contrac- 
tual discounts as of September 30, 2007. 

(4) See Note 14 to rhe consolidated I?nanCial statements. 
(') Represents third party contractual demand fees for contracted storage in our natural gas marketing and 

pipeline, storage and other segments. Contractual demand fees for contracted storage for our natural gas 
distribution segment are excluded as these costs are fully recoverable through our purchase gas adjustment 
mechanisms. 

") Represents third party contractual demand fees for transportation in our natural gas marketing segment. 
(7) Represents liabilities for natural gas commodity derivative contracts that were valued as of September 30, 

2007. "lie ultimate settlement amounts of these remaining liabilities are unknown because they are subject 
to continuing market risk until the derivative contracts are settled. 

(*) Represents expected contributions to our postretirement benefit plans. 

AEM has commitments to purchase physical quantities of natural gas under contracts indexed to the 
forward N Y M E X  strip or fixed price contracts. At September 30, 2007, AEM was committed to purchase 
80.4 Bcf within one year; 38.1 Bcf within one to three years and 1.4 Bcf after three years under indexed 
contracts. AEM was committed to purchase 2.4 Bcf within one year and 0.1 Bcf within one to three years 
under fixed price contracts with prices ranging from $5.69 to $9.85 per Mcf. 

With the exception of our Mid-Tex Division, our natural gas distribution segment maintains supply 
contracts with several vendors that generally cover a period of up to one year. Commitments for estimated 
base gas volumes are established under these contracts on a monthly basis at contractually negotiated prices. 
Commitments for incremental daily purchases are made as necessary during the month in accordance with the 
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terms of the individual contract. Our Mid-Tex Division maintains long-term supply contracts to ensure a 
reliable source of gas for our customers in its service area which obligate it to purchase specified volumes at 
market prices. The estimated commitments under these contract terms as of September 30, 2007 me reflected 
in h e  table above. 

Risk Management A ~ t i G t i t ~  

We conduct risk management activities though our natural gas distribution, natural gas marketing and 
pipeline, storage and other segments. Zn our natural gas distribution segment, we use a combination of physical 

period gas price increases. In our natural gas marketing and pipeline, storage and other segments, we manage 
our exposure to the risk of natural gas price changes and lock in our gross profit margin through a combination 
of storage and fimancial derivatives, including futures, ova-the-counter and exchange-traded options and swap 
coneacts with counterparties. To the extent ow inventory cost and actual sales and actual purchases do not 
correlate with the changes in  the market indices we use in our hedges, we could experience ineffectiveness or 
the hedges may no longer meet the accounting requirements for hedge accounting, resulting in  the derivatives 
being treated as mark to market instnmients though earnings. 

, storage, fixed physical contracts and fixed financial contracts to reduce our exposure to unusually large winter- 

We record our derivatives as a component of risk management assets and liabilities, which are classified 
as current or noncurrent based upon the anticipated settlement date of the underlying derivative. Substantially 
all of our derivative financial instruments are valued using external nnrket quotes and indices. The following 
table shows the components of the change in fair value of our natural gas distribution and natural gas 
marketing derivative contract activities for the year ended September 30, 2007 (in thousands): 

Natural Gas 
Distribution 

Fair value of contracts at September 30,2006. . . . . . . . . . . . . . . . . . . . . .  $(27,209) 
Contracts realizedsettled ................................... (27,824) 
Fair value of new contracts ................................. (8,883) 
Other changes i n  value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  42,863 

Fair vaIue of contracts at September 30,2007. ..................... 4421,053) 

NafwaI Gas 
Marketing 

$15,003 
(9,215) 

2 1,020 

$26,808 

The fair value of our natural gas distribution arid natural gas marketing derivative contracts at 
September 30, 2007, is segregated below by time period and fair value source. 

Fair Value of Cnntracts at September 30,2007 
Maturity in Yeam 

LeSS Greater Total Fair 
Titan I 1-3 4-5 Than5 Value - - - - -  Source of Fair Value 

Prices actively quoted. ...................... $1,304 $6,072 $- $-- $7,376 
Prices based on models and other valuation 

methods.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (794) (827) (1,621) 
Total FairVjlue.. ......................... $ 510 $5,245 e $- $5,755 

-- 
(In thousands) 

- 
_. 

- - - -  - 

Pension and Postretirement Benefits Obligations 

Net Periodic Pension and Postretirement Benefit Costs 

For the fiscal year ended September 30, 2007, our total net periodic pension and other benefits costs was 
$48.6 million, compared with $50.0 miilion and $36.4 million for the years ended September 30, 2006 and 
2005. These costs relating to our natural gas distribution operations are recoverable through our gas 
distribution rates; however, a portion of these costs i s  capitalized into our gas distribution rate base. The 
remaining costs are recorded as a component of operation and maintenance expense. 
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The decrease in total net periodic pension and other benefits cost during fiscal 2007 compared with fiscal 
2006 primarily reflects changes in assumptions we made during our annual pension plan valuation completed 
June 30,2006. The discount rate used to compute the present value of a plan’s liabilities generally is based on 
rates of high-grade corporate bonds with maturities similar to the average period over which the benefits will 
be paid. Tn the period leading up to our June 30, 2006 measurement date, these interest rates were increasing, 
which resulted in a 130 basis point increase in our discount rate used to determine our fiscal 2007 net periodic 
and post-retirement cost to 6.30 percent. This increase had the effect of decreasing the present value of our 
plan liabilities and associated expenses. This favorable impact was partially offset by the unfavorable impact 
of reducing the expected return on our pension plan assets by 25 basis points to 8.25 percent, which has the 
eifect of increasing our pension and postretirement benefit cost. 

The increase in total net periodic pension and other benefits cost during fiscal 2006 compared with the 
prior year primarily reflects changes in assumptions we made during our annual pension plan valuation 
completed June 30, 2005. The discount rate used to compute the present value of a plan’s liabilities generally 
is based on rates of high-grade corporate bonds with matmities similar to the average period over which the 
benefits will be paid. In the period leading up to our June 30, 2005 measurement date, these interest rates 
were declining, which resulted in a 125 basis point reduction in our discount rate to 5.0 percent. This 
reduction increased the present value of our plan liabilities and associated expenses. Additionally, we reduced 
the expected return on our pension plan assets by 25 basis points to 8.5 percent, which also increased our 
pension and postretirement benefit cost. 

Pension and Postretirement Plan Funding 

Generally, our funding policy i s  to contribute annually an amount in accordance with the requirements of 
the Employee Retirement Income Security Act of 1974. However, additional voluntary cmtributions are made 
from time to time as considered necessary. Cantributions are intended to provide not only for benefits 
attributed to service to date but also for those expected to be earned in the fume. 

During fiscal 2007, we did not contibute to our pension plans. During fiscal 2006, we voluntarily 
contributed $2.9 million to the Atmos Energy Corporation Retirement Plan for Mississippi Valley Gas Union 
Employees. That contcibution achieved a desired level of funding by satisfymg the minimum funding 
requirements while maximizing the tax deductible contribution for this plan for plan year 2005. During fiscal 
2005, we voluntarily contributed $3.0 million to the Master Trust to maintain the level of funding we desire 
relative to our accumulated benefit obligation. We made rhe contribution because declining high yield 
corporate bond yields in the period leading up to our June 30, 2005 measurement date resulted in an increase 
in the present value of our plan liabilities. 

We contributed $11.8 million, $10.9 million and $10.0 million to our postretirement benefits plans €or the 
years ended September 30,2007,2006 and 2005. The contributions represent the portion of the postretirement 
costs we are responsible for under the terms of our plan and minimum funding required by state regulatory 
commissions. 

Outlook for Fiscal 2008 

Market conditions as of the June 30, 2007 valuatioo date were similar to market conditions as of OUT 

June 30, 2006 measurement date, Therefore, we maintaioed the discount rate for determining our fiscal 2008 
pension and benefit costs at 6.3 percent and the expected return on our pension plan assets at 8.25 percent. 
Accordingly, we expect our fiscal 2008 pension and poswerkement medical cos& to be materially the same as 
fiscal 2007. 

We are not required to make a minimum funding contt-ihution to our pension plans during fiscal 2008; 
nor, at this time, do we intend to make voluntary contributions during 2008. However, we anticipate 
contributing approximately $12 million to out postretisement medical plans during fiscal 2008. 

recognized for the Plan are subject to change, depending upon the actuarial value of plan assets and the 
The projected pension liability, future funding requirements and the amount of pension expense or income 
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determination of future benefit obligations as of each subsequent actualid calculation date. These amounts are 
impacted by actual investment returns, changes in interest rates and changes in the demographic composition 
of the participants in the plan. 

RECENT ACCOUNTING DEVELOPMENTS 

Recent accouuting developments and their impact 011 our riancial position, results of operations and cash 
flows are described in Note 2 to the consolidated fmancial statements. 

ITEM 7A. Quantitative and Qrralifative Disclosures About Market Rkk 

We are exposed to risks associated with commodity prices and interest rates. Commodity price risk is the 
potential loss that we may incur as a result of changes in the fair value of a particular instrument or 
commodity. Interest-rate risk results from our portfolio of debt and equity instruments that we issue to provide 
fmancing and liquidity for our business activities. 

marketing segments. In our natural gas distribution segment, we use a combination of physical storage, fixed 
physical contracts and futed iiancial contracts to protect us and our customers against unusually large winter 
period gas price increases. In our natural gas marketing segment, we manage our exposure to the risk of 
natural gas price changes and lock in our gross profit margin through a combination of storage and financial 
dmivatives including futures, over-the-couuter and exchange-traded options and swap contracts with counter- 
parties. Our risk management activities and related accounting treatment are described in further detail in 
Note 5 to the consolidated financial statements. Additionally, our earnings are affected by changes in short- 
term interest rates as a result of our issuance of short-term commercial paper and our other short-term 
borrowings. 

We conduct risk management activities through both our natural gas distribution and natural gas 

Commodity Price Risk 

Natural gas distribution segment 

We purchase natural gas for our natural gas distribution operations. Substantially all of the costs of gas 
purchased for natural gas distribution operations are recovered from our customers through purchased gas 
adjustment mechanisms. However, our natural gas distribution operations have commodity price risk exposure 
to fluctuations in spot natura1 gas prices related to purchases for sales to our nonregulated energy services 
customers at fixed prices. 

For purposes of this analysis, we estimate commodity price risk by applying a hypothetical 10 percent increase 
in the portion of our gas costs related to fixed-price nonregulated sales. Based on these projected nonregulated 
gas sales, a hypothetical 10 percent increase in fixed prices based upon the SeQtember 30,2007 three month 
market strip, would increase our purchased gas cost by approximately $0.5 &on in fiscal 2008. 

For our natural gas distribution segment, we use a sensitivity analysis to estimate commodity price risk. 

Natural gas marketing andpipeline, storage and other segments 

Our natural gas marketing segment is also exposed to risks associated with changes in the market price 01 
natural gas. For our natural gas marketing segment, we use a sensitivity analysis to estimate commodity price 
risk. For purposes of this analysis, we estimate commodity price risk by applying a $0.50 change in the 
forward NYMEX price to our net open position (including existing storage and related fmancial contracts) at 
the end of each period. Based on MZHs net open position (including existing storage and related financial 
contracts) at September 30, 2007 of 0.2 Bcf, a $0.50 change in the forward WMEX price would have had a 
$0.1 million impact on our consolidated net income. 

and the related fair-value hedge (NYMEX) can result in volatility in our reported net income; but, wer time, 
gains and losses on the sale of storage gas inventory will be offset by gains and losses on the fair-value 
hedges. Based upon our net physical position at September 30, 2007 and assuming our hedges would still 

Changes in the dserence bemeen the indices used to mark to market our physical inventory (Gas Daily) 

I I 
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qualify as highly effective, a $0.50 change in the difference between the Gas Daily and NYMEX indices 
would impact our reported net income by approximately $4.3 million. 

us to place cash into an escrow account to collateralize this liability position. This, in turn, would reduce the 
mount of cash we would have on hand to fund our working capital needs. 

Additionally, these changes could cause us to recognize a risk management liability, which would require 

Interest Rate Risk 

Our earnings are exposed to changes i n  short-term interest rates associated with OUT short-term cormner- 
cial paper program and other short-term boriowings. We use a sensitivity analysis to estimate our short-term 
interest rate risk. For purposes of this analysis, we estimate our short-term interest rate risk as the difference 
between our actual interest expense for the period and estimated interest expense for the period assuming a 
hypothetical average one percent increase in the interest rates associated with our short-term borrowings. Had 
interest rates associated with our short-term borrowings increased by an average of one percent, our interest 
expense would have increased by approximately $2.7 million during 2007. 

term obligations as the potential increase in fair value resulting from a hypothetical one percent decrease in 
interest rates associated with these debt instruments. Fair value is estimated using a discounted cash flow 
analysis. Assuming this one percent hypothetical decrease, the fair value of our long-term obligations would 
have increased by approximately $1 56.3 million. 

of material earnings or cash flow loss due to changes in interest rates or market commodity prices. 

We also assess market risk for our fixed rate long-term obligations. We estimate market risk for our long- 

As of September 30, 2007, we were not engaged in other activities that would cause exposure to the risk 
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ITEM 8. Financial Statements nnd Supplementary Dah 

Index to financial statements and financial statement schedule: 
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Notes to consolidated firiancial statements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Selected Quarterly Financial Data (Unaudited). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Schedule n. Valuation and c;luahfying Accounts. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

present in amounts snfficient to require submission of the schedule, or because the information required is 
included in the financial statements and accompanying notes thereto. 
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All other financial statement schedules are omitted because the required information is not present, 01 not 
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REPORT OF WEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON 
CQINSOLIDATEI) FINANCIAL STATEMENTS 

The Board of Directors 
Amos Energy Corporation 

September 30, 2007 and 2006, and the related consolidated statements of income, shareholders' equity, and 
cash flows for each of the three years in the period ended September 30, 2007. Our audits also included the 
financial statement schedule listed in  the Index at Item 8. These fmancial statements and schedule are the 
responsibility of the Company's management. Our responsibility is to express an opinion on these financial 
statements and schedule based on our audits. 

We have audited the accompanying consolidated balance sheets of Atmos Energy Corporation as of 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. We believe that OUT audits provide a reasonable 
basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in a l l  material respects, the 
consolidated financial position of Atmos Energy Corporation at September 30, 2007 and 2006, and the 
consolidated results of its operations and its cash flows for each of the three years in the period ended 
September 30, 2007, in confrrrmity with U.S. generally accepted accounting principles. Also, in our opinion, 
the related financial statement schedule, when considered in relation to the financial statements taken as a 
whole, presents fairly, i n  all material respects, the financial information set forth therein. 

Board (United States), the effectiveness of Atmos Energy Corporation's internal control over financial 
reporting as of September 30, 2007, based on criteria established in Internal Control -Integrated Framework 
issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated 
November 27, 2007 expressed an unqualified opinion thereon. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight 

EWST & YOUNG LLP 

Dallas, Texas 
November 27,2007 
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ATMOS EmRGY CORPORATION 

CONSOLIDATED BALANCE ST3EETS 

September 30 
2007 2006 

(in thousands. 
except share data) 

ASSETS 
Property. plant and equipmerit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $5.326. 621 

69. 449 
5.396. 070 
1.559. 234 

Constsuction in progress ............................................ 

Less accumulated depreciation and amortization .......................... 
Net property. plant and equipment ................................... 

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Cash held on deposit in margin account ............................... 
Accounts receivable. less allowance for doubtful accounts of 

$16. 160 in 2007 and $13. 686 in 2006 .............................. 
Gas stored underground . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other current assets ............................................. 

To~lcurrentasse ts ............................................ 
Goodwill and intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Deferred charges and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Current assets 

CAPITALIZATION AND LIABILITIES 
Shareholders’ equity 

Common stock, no par value (stated at $.005 per share); 
200.000. 000 shares authorized; issued and outstanding: 
2007 - 89.326. 537 shares. 2006 - 81.739. 516 shares . . . . . . . . . . . . . . . . . .  

Accumulated other comprehensive loss ............................... 
Retained e a ~ g s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Commitments and contingencies 
Current liabilities 

Additional paid-in capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Totalcapitalization ........................................ 

Accounts payable and accrued Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Short-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Current maturities of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Defewed income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Regulatory cost of removal obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Deferred credits and other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

3.835. 836 

60. 725 
. 

380. 133 
51 5. 128 
1 12. 909 - 

1.068. 895 
737. 692 
253. 494 

$5.896. 917 

$ 447 
1.700. 378 

(16. 198) 
281. 127 

1.965. 754 
2.126. 3 I5 
4.092. 069 

355. 255 
409. 993 
150. 599 

3. 831 

919. 678 
370. 569 
27 1. 059 
243.542 

35.896.91 7 

$5.024. 478 
74. 830 

5.101. 308 
1.472. 152 

3.629. 156 

758 15 
35. 647 

374. 629 
461. 502 
169. 952 

1. 117. 545 
738. 521 
234. 325 

$5. 73 9. 547 

$ 4 0 9  
1.467. 240 

(43. 850) 
224. 299 

1.648. 098 
2.180. 362 
3.828. 460 

345. 108 
388. 451 
382. 416 

3. 186 
1.119. 161 

306. 172 
261. 376 
204. 378 

$5. 7 19. 547 
..- . 

See accompanying notes to consolidated financial statements 
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ATMOS ENERGY CORPORATION 

CONSOLIDATED STATEMENTS OF KNCOME 

Year Ended September 30 
2007 2006 2005 
a n  thousands. except per share data) 

- 

Operating revenues 
Natural gas distribution segment ......................... 

Natural gas marketing segment . . . . . . . . . . . . . . . . . . . . . . . . . .  
Regulated transmission and storage segment ................ 

Pipeline. storage and other segment ....................... 
Intersegment eliminations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Purchased gas cost 
Natural gas distribution segment . . . . . . . . . . . . . . . . . . . . . . . . .  
Regulated transmission and storage segment ................ 
Natural gas marketing segment . . . . . . . . . . . . . . . . . . . . . . . . . .  
Pipeline. storage and other segment . . . . . . . . . . . . . . . . . . . . . . .  
Znterse,gn ent eliminations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Csrossprofit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Operating expenses 

Operation and maintenance ............................. 
Depreciation and amortization ........................... 
Taxes. other than income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Impairment of long-lived assets .......................... 

Total operating expenses .............................. 
Operating income ...................................... 
Miscellaneous income, net ............................... 
Interest charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income before income taxes .............................. 
Income tax expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Netincome . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Per share data 

Basic net income per share ............................ 
Diluted net income per share . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Weighted average shares outstanding: 
Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

$3.358. 765 
163. 229 

3.151. 330 
33. 400 

(808. 293) 

5.898. 43 1 

2.406. 08 1 

3.047. 019 
792 

(805. 543) 

4.648. 349 

1.250. 082 

__. 

463. 373 
198. 863 
182. 866 

6. 344 

_I_.--- 851. 446 

398. 636 
9. 184 

145. 236 

262. 584 
94.092 

$ 168. 492 

$ 1.94 

$ 1.92 

86.975 

87. 745 

$3.650. 591 
141. 133 

3.156. 524 
25. 574 

(82 1. 459) 

6.152. 363 

2.725. 534 

3.025. 897 
1. 080 

(816. 718) 

__ 

... 4.935. 793 
I.- 

1.216. 570 

433. 418 
185. 596 
19 1. 993 
22. 947 

833. 954 

382. 616 
88 1 

146. 607 

236. 890 
89.1 53 

~- 

$ 147. 737 

$ 1.83 

$ 1.82 

80. 73 1 

81. 390 

$3.103. 140 
142. 952 

2.106. 278 
15. 639 

(406. 136) 

4.961. 873 

2.195. 774 
4. 918 

2.044. 305 
1. 893 

(402.654) 

3.844. 236 

1 . 1 17. 637 

416. 281 
178. 005 
174. 696 

... 

768. 982 

348. 655 
2. 021 

132. 658 

21 8. 018 
82. 233 

$ 7 8 5  135. 
...- 

$ 1.73 

$ 1.72 

78. 508 

79. 012 

See accompanying notes to consolidated financial statements 
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ATMOS ENERGY CORPORATION 

CONSOLlBATED STATEMENTS OF SHAREHOLDERS' EQUITY 

BaIance, September 30,2004. 
Comprehensive income: 

Net income . . . . . . . . . . . .  
Unrealized holding gains on i 

net. . . .  . . . . . . . . . . . . . . . . . . . .  
Treasury lock agreements, net ......... 
Cash flow hedges, net. . . . . . . . . . . . . . .  

Total comprehensive income. . . . . . . .  
Cash dividends ($1.24 per share). . . . . . . .  
Common stock issued 

Public offering .................... 

Retirement savings plan. . . . . . . . . . . . . .  
1998 Long-term incentive plan . . . . . . . . .  
Employee stock-based compensation. . . . .  
Outside directors stock-for-fee plan. . . I . 

Balance, September 30,2005. . . . . . . . . . . . .  
Comprehensive income: 

Net income ...................... 
Unrealized holding gains on investments, 

ne t . . .  ........................ 
Treasury Jock agreements, net . . . . . . . . .  
Cash flow hedges, net. . . . . . . . . . . . . . .  

Total comprehensive income. . . . . . . .  
Cash dividends ($1.26 per share). . . . . . . .  
Common stnck issued: 

Direct stock purchase plan. . . . . . . . . . . . .  
Retirement savings plan. . . . . . . . . . . . . .  
1998 Long-term incentive plan . . . . . . . . .  
Long-term stock plan for Mid-States 

Division. ...................... 
Employee stock-based compensation. . . . .  
Outside directors stock-for-fee plan. . . . . .  

Balance, September 30,2006. . . . . . . . . . .  
Comprehensive income: 

Net income ...................... 
Unrealized holding gains on invcstmcnts, 

net. . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Treasury lock agreements, net . . . . . . . . .  
Cash flow hedges, ne t . .  . . . . . . . . . . . . .  

Total comprehensive income. ........ 
Cash dividends ($1.28 per share). . . . . . . .  
Common stock issued 

F'ublic offering .................... 
Direct stock purchase plan. . . . . . . . . . . . .  
Retirement savings plan. . . . . . . . . . . . . .  
1998 Longtern incentive plan. . . . . . . . .  
Employee stock-based compensation. . . . .  
Outside directors stock-for-fee plan. . . . . .  

Balance, September 30,2007. . . . . . . . . . . .  

Direct stock purchase plan ............ 

Accurniilatect 
Ofher 

Shares Capital Loss 

Common Stock ~ d a ~ ~ ~ ~ d  
Number of Stated Paid-in Cainprehensive Retained 

E m s  Total - ~- 
(In thousands, except share data) 

62,799,710 

- 

- 
I 

- 

- 

16,100,000 
450,212 
441,350 
745,788 

2,341 
80,539,401 

- 
-- 

- 

- 
- 
- 

I_ 

387,833 
442,635 
366,905 

300 

2,442 
81,739.51 6 

- 

- 

-. 
- 
- 

- 

6,325,000 
325,338 
422,646 
51 1,584 

2,453 
89,326,537 

- 

$1,005,644 

I 

- 
- 
___ 

- 

381,271 
12,486 
1 1,767 
14,116 
1,175 
64 

1,426,523 

- 

- 
__ 
- 

-- 

10,391 
11,918 
8,976 

5 
9,361 

66 
1,467,240 

- 

- 
- 

-_ 

191,881 
9,866 

12,929 
7,547 

10,841 
74 

$(14,529) 

- 

1,528 
(2,714) 
12,374 

- 
I 

- 
I 

- 
__. 

$1,700,378 

$ 142,030 $1 ,I 33,459 

135,785 135,785 

- 1,528 
-I (2,714) 
- 12,374 

146,973 
(98,978) (98,978) 

- 381,351 
- 12,489 
-- 1 1,769 
- 14,120 
- 1,175 
- 64 

178,837 1,602,422 

147,737 147,737 

.- 882 
- 3,442 
- (44,833) 

107,228 
(1 02,275) (1 02,275) 

- 10,393 
I 11,920 
- 8,978 

- - _ _ ~ -  

5 
- 9,361 
_. 66 

224,299 1,648,098 

,- 

-- 

168,492 168,492 

-- 1,241 
_. 6,288 
- 20,123 

196,144 
(1 11,664) (11 1,664) 

- 191,913 
- 9,868 
- 12,931 

7,549 
__ 10,841 
--. 74 

$281 ,I 27 $ I  ,965,754 

See accompanying notes to consolidated financial statements 
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ATMOS ENERGY CORPOlZATiON 

CONSOIJDA'I'ED S'IXTEMENTS OF CASH J?LOWS 

CASH FLOWS FROh4 OPERATING ACTIVITIES 
Netincome . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Adjustments to reconcile net income to net cash provided by 

operating activities: 
Impairment of long-lived assets ......................... 
Depreciation and amortization: 

Charged to depreciation and amortization ................ 
Charged to other accounts ........................... 

Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Stock-based Compensation ............................. 
Debt hancing costs ................................. 
Other ............................................ 

(Increase) decrease in cash held on deposit in margin account . . 
(Increase) decrease in accounts receivable ................. 
Increase in gas stored underground . . . . . . . . . . . . . . . . . . . . . .  
(Increase) decrease in other current assets . . . . . . . . . . . . . . . . .  
Decrease in deferred charges and other assets . . . . . . . . . . . . . .  
Increase (decrease) in accounts payable and accrued liabilities . . 
Increase (decrease) in other current liabilities . . . . . . . . . . . . . . .  
Increase (decrease) in deferred credits and other liabilities ..... 

Net cash provided by opemting activities . . . . . . . . . . . . . . . .  

Capital expenditures ................................... 
Acquisitions, net of cash received ......................... 
Other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Net cash used in investing activities .................... 

Net increase (decrease) in short-term debt . . . . . . . . . . . . . . . . . . .  
Net proceeds from issuance of long-tern debt . . . . . . . . . . . . . . . .  
Settlement of Treasury lock agreements . . . . . . . . . . . . . . . . . . . . .  
Repayment of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Issuance of common stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Net proceeds kom equity offeiing . . . . . . . . . . . . . . . . . . . . . . . . .  

Net cash provided by (used in) financing activities . . . . . . . . .  
Net increase (decrease) in cash and cash equivalents . . . . . . . . . . . . .  
Cash and cash equivalents at beginning of year . . . . . . . . . . . . . . . . .  
Cash and cash equivalents at end of year ...................... 

See accompanying notes to consolidated fina 

Changes in assets and liabilities: 

CASH FXOWS IJSED TN TNVESTING AC-S 

CASH FXOWS FRQM FINANCING ACTIVITIES 

Cash dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Year Ended September 30 

('In thousands) 
2006 2005 -~ 2007 

$ 168. 492 $ 147. 737 $ 135. 785 

6. 344 22. 947 . 

198. 863 185. 596 178. 005 
192 37 1 791 

62. 121 86. 178 12. 669 
11. 934 10. 234 3. 901 
10. 852 11. 117 9. 258 
(1. 516) (2. 871) (1. 637) 

35. 647 
(5. 407) 

(53. 626) 
75. 221 
23. 506 
(8. 428) 
13. 381 
10. 519 

547. 095 

45. 309 
78. 407 

(1 0. 695) 
(52. 449) 
28. 614 

(1 16. 060) 
(I 13. 977) 

(9. 009) 
311. 449 

(80. 956) 
(166. 692) 
(1 1 2. 796) 
(56. 828) 
30. 059 

224. 375 
218. 715 

(7. 7 0 3  
386. 944 

(392. 435) (425. 324) (333. 383) 
- - (131 6.  696) 

(1 0. 436) (5. 767) (2. 1311 
(402. 871) (431. 091) (2.252. 010) 

(21 3. 242) 237. 607 
247. 217 - 

4. 750 - 
(303. 185) (3. 264) 
(1 1 1. 664) ( 102. 275) 

24. 897 23. 273 
191. 913 - 

(159. 314) 155. 341 

(15. 090) 35. 699 
75. 815 40. 116 

$ 60. 725 $ 75. 815 

mid statements 

144. 809 
1.385. 847 

(43. 770) 
(1 03. 425) 
(98. 978) 
37. 183 

3815 84 

1.703. 250 

[ 161 $1 6) 
201. 932 

$ 40.116 

-- 
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ATMOS ENERGY CORPORATION 

NOTES TO CONSOLIDATED FINANCIAL STA’IEmMS 

I. Nature of Business 

Atmos Energy Corporation (“Atmos” or “the Company”) and its subsidiaries are engaged primarily in the 
regulated natural gas distribution and bansmission and storage businesses as well as certain other nonregulated 
businesses. Through our natural gas distribution business, we distribute natural gas through sales and 
transportation arrangements to approximately 3.2 million residential, commercial, public-authority and indus- 
trial customers through our six regulated natural gas distribution divisions, in the service areas described 
below: 

”-- 
Division 

Atrnos Energy Colorado-Kansas Division . . I . . . 
Amos Energy KentuckyMid-States Divisiou”) . . 

Atmos Energy Louisiana Division. . . . . . . . . . . . 
Amos Energy Mid-Tex Division . . . . . . . . (I . . . 
Atrnos Energy Mississippi Division. . . . . . . . . . . 
Atmos Energy West Texas Division . . . . . . . . . . 

Service Area 

Colorado, Kansas, Missouri(?-’ 
Georgia(*), Illinois”), Iowa“), 
Kentucky, Missourit2), Tennessee, Viiginia(‘) 
Louisiana 
Texas, including the DaUas/Fort Worth 
metropolitan area 
Mississippi 
West Texas 

-. 

( I )  Effective October 1, 2006, the Kentucky and Mid-States Divisions were combined. 
(’) Denotes locations where we have more Jimited service areas. 

In addition, we transport natural gas for others through our distribution system. Our natural gas 
distribution business is subject to federal and state regulation andor regulation by local authorities in each of 
the states in which the distribution divisions operate. Our corporate headquarters and shared-services function 
are located in Dallas, Texas, and our customer support centers are located in Amarillo and Waco, Texas. 

Our regulated transmission and storage segment includes the regulated operations of our Atmos 
Pipeline - Texas Division, a division of the Company. The Atmos Pipeline 
natural gas to our Amos Energy Mid-Tex Division and to third parties, and manages five underground storage 
reservoirs in Texas. 

Our nonregulated businesses operate in 22 states and include our natural gas marketing operations and 

Texas Division transports 

our pipeline, storage and other operations. These businesses are operated through various wholly-owned 
subsidiaries of Amos Energy Holdings, Inc. (m, which is whoIly-owned by the Company based in 
Houston, Texas. 

Our natural gas marketing operations are managed by Atmos Energy Marketing, LLC (AEM), which is 
wholly-owned by AEH. AEM provides a variety of natural gas management services to municipalities, natural 
gas utility systems and industrial natural gas customers, prima-rdy in the southeastern and midwestern states 
and to our Colorado-Eansas, KentuckyMd-States and Louisiana divisions. These services consist primarily of 
furnishing natural gas supplies at fixed and market-based prices, contract negotiation and administration, load 
€orecasting. gas storage acquisition and management services, transportation services, peaking sales and 
balancing services, capacity utihation strategies and gas price hedging through the use of deiivative 
instruments. 

Our pipeline, storage and other business includes the nonregulated operations of Atmos Pipeline and 
Storage, LLC (APS), Atrnos Energy Services, LLC (AES) and Atrrios Power Systems, TIIC., which are wholly- 
owned by AEH. Through A P S ,  we own or have an interest in underground storage fields in Kentucky and 
Louisiana. We also use these storage facilities to reduce the need to contract for additional pipeline capacity to 
meet customer demand during peak periods. Through December 31, 2006, AES provided natural gas 
management services to our natural gas distribution operations, other than the Mid-Tex Division. These 

i 
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ATMOS ENERGY CORPORATION 

NOTES TO CONSOLJIMTED FINANCIAL STATEMENTS - (Continued) 

services included aggregating and purchasing gas supply, arranging transportation and storage logistics and 
ultimately delivering the gas to our natural gas distribution service areas at competitive prices. Effective 
January 1,  2007, our shared services function began providing these services to our natural gas distribution 
operations. AES continues to provide limited services to our natural gas distribution divisions, and the 
revenues AES receives are equal to the costs incurred to provide those services. Through Atmos Power 
Systems, Inc., we have constnicted electric peaking power-generating plants and associated iacilities and lease 
these plants through lease agreements that are accounted for as sales under generally accepted accounting 
principles. 

2. Suinmary of Significant Accounting Policies 

Prirzciples of consolidation - The accompanying consolidated financial statements include the accounts 
of Atmos Energy Corporation and its wholly-owned subsidiaries. AU material intercompany transactions have 
been eliminated. 

Use of estiinates - The preparation of financial statements i n  conformity with accounting principles 
generally accepted in the United States requires management to make estimates and assumptions that affect 
the reported amounts of assets, liabilities, revenues and expenses. The most significant estimates include the 
allowance for doubtful accounts, legal and environmental accruals, insurance accruals, pension and postretke- 
ment obligations, deferred income taxes, asset retirement obligation, impairment of long-lived assets, risk 
management and trading activities and the valuation of goodwilt, indefinite-lived intangible assets and otha 
long-lived assets. Actual results could differ from those estimates. 

to regulation with respect to rates, sei-vice, maintenance of accounting records and various other matters by the 
respective regulatory authorities in the states in which we operate. Our accounting policies recognize the 
financial effects of the ratemaking and accounting practices and policies of the various regulatory commis- 
sions. Regulated operations are accounted for in accordance with Statement of Financial Accounting Standards 
(SFAS) No. 71, Accounting for the Effects. of Certain Types of Regulation. This statement requires cost-based, 
rate-regulated entities that meet certain criteria to reflect the authorized recovery of costs due to regulatory 
decisions in their financial statements. As a result, certain costs are permitted to be capitalized rather than 
expensed because they can be recovered through rates. 

Reguhtion - Our natural gas distribution and regulated transmission and storage operations are subject 
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ATMOS ENERGY CORPORATION 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS --- (Continued) 

We record regulatory assets as a component of other current assets and deferred charges and other assets 
for costs that have been deferred for which future recovery through customer rates is considered probable. 
Regulatory liabilities are recorded either on the face of the balance sheet or as a component of current 
liabilities, deferred income taxes or deferred credits and other Liabilities when it is probable that revenues will 
be reduced for amounts that will be credited to customers through the ratemaking process. Significant 
regulatory assets and liabilities as of September 30, 2007 and 2006 included the following: 

September 30 
2007 2006 

(In thousands) 

Regulatory assets: 
Pension and postretirement benefit costs. ......................... $ 59,022 $ - 

.... . . . . . . . . . . . . . . . . . . . . . . . . . . .  Merger and integration costs, net 7,996 8,644 
Deferred gas costs. ......................................... 14,797 44,992 
Environmental costs. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,303 1,234 
Rate case costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,989 10,579 
Deferred franchise fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  796 1,311 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,719 9,055 

$105,622 $ 75,815 

Regulatory liabilities: 
Defend gas costs. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 84,043 $ 68,959 
Regulatory cost of removal obligation ........................... 295,241 276,490 
Deferred income taxes, net. ................................... 165 235 
Other.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,503 10,825 -- 

$386,952 $356,509 

Currently authorized rates do not include a return on certain of our merger and integration costs; however, 
we recover the amortization of these costs. Merger and integration costs, net, are generally amortized on a 
straight-line basis over estimated useful Lives ranging up to 20 years. During the fiscal years ended 
September 30, 2007, 2006 and 2005, we recognized $0.3 million, $0.5 million and $2.3 million in amortization 
expense related to these costs. 

Reueizue recugnirion -- Sales of natural gas to our natural gas distribution customers are biued on a 
monthly cycle basis; however, the bdling cycle periods for certain classes of customers do not necessaxily 
coincide with accounting periods used for financial reporting purposes. We follow the revenue accrual method 
of accounting for natural gas distribution segment revenues whereby revenues applicable to gas delivered to 
customers, but not yet billed under the cycle billing method, are estimated and acmed and the related costs 
are charged to expense. Revenue is recognized in our regulated transmission and storage segment as the 
services are provided. 

On occasion, we are permitted to implement new rates that have not been formally approved by our state 
regulatory commissions and are subject to refund. As permitted by SFAS No. 71, we recognize this revenue 
and establish a reserve for amounts that could be refunded based on our experience for the jurisdiction in 
which the rates were implemented. 

cost through purchased gas adjustment mechanisms. Purchased gas adjustment mechanisms provide gas utility 
companies a method of recovering purchased gas costs on an ongoing basis without lILing a rate case to 
address all of the utility company’s non-gas costs. There is no gross pi-ofit generated through purchased gas 

Rates established by regulatory authorities are adjusted for increases and decreases in  our purchased gas ! 
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adjustments, but they provide a dollar-for-dollar offset to increases or decreases in natural gas distribution gas 
costs. The effects of these purchased gas adjustment mechanisms are recorded as deferred gas costs on our 
balance sheet. 

Energy trading contracts resulting in the deliveiy of a commodity where we are the principal in the 
transaction are recorded as natural gas marketing sales or purchases at the time of physical delivery. Realized 
gains and losses from the settlement of financial instruments that do not result in physical delivery related to 
our natural gas marketing energy h-ading contracts and unrealized gains and losses from changes in the market 
value of open contracts are included as a component of natural gas marketing revenues. For the years ended 
September 30,2007, 2006 and 2005, we included unrealized gains (losses) on open contracts of $18.4 million, 
$1 7.2 million and ($26.0) million as a component oi natural gas marketing revenues. 

Operating revenues for our pipeline, storage and other segment are recognized in the period in which 
actual volumes are transported and storage services are provided 

Cash arid rash eqrrivalents --We consider all highly liquid investments with an initial or remaining 
maturity of three months or less to be cash equivalents. 

Cash held on deposif in margin account - Cash held on deposit in  margin account consists of deposits 
made to collateralize certain financial derivatives purchased in support of our risk management activities. 
Under the terns of these derivative contracts, when the fair value of financial instruments held represents a net 
liability position, we are required to deposit cash into a margin account 

Accounts receivable and aEEowance for doubtful accounts -- Accounts receivable consist of natural gas 
sales to residential, commercial, industrial, municipal, agricultural and other customers. For the majority of our 
receivables, we establish an allowance €or doubtful accounts based on our collections experience. On certain 
other receivables where we are aware of a specific customer's inability or reluctance to pay, we record an 
allowance for doubtful accounts against amounts due to reduce the net receivable balance to the amount we 
reasonably expect to collect. However, if circumstances change, our estimate of the recoverability of accounts 
receivable could be different. Circumstances which could affect our estimates include, but are not limited to, 
customer credit issues, the level of natural gas prices, customer deposits and general economic conditions. 
Accounts are written off once they are deemed to be uncollectible. 

Gas stored underground - Our gas stored underground i s  comprised of natural gas injected into storage 
to support the winter season withdrawals for our natural gas distribution operations and natural gas held by our 
natural gas marketing and other norregulated subsidiaries to conduct their operations. The average cost method 
is used for all our natural gas distribution divisions, except for certain jurisdictions in the KentuckyMid-States 
Division, where it  is valued on the first-in first-out method basis, in accordance with regulatory requirements. 
The average gas cost method is also used for our regulated transmission and storage segment. Our natural gas 
marketing and pipeline, storage and other se-oments utilize the average cost method; however, most of this 
inventory is hedged and is thereiore at fair value at the end of each month. Gas in storage that is retained as 
cushion gas to maintain reservoir pressure is classified as property, plant and equipment and is valued at cost. 

Regulated property, plant and equipment - Regulated property, plant and equipment is stated at original 
cost, net of contributions in aid of construction. The cost of additions includes direct construction costs, 
payroll related costs (taxes, pensions and other fiinge benefits), administrative and general costs and an 
allowance Tor funds used during construction. The allowance for funds used during construction represents the 
estimated cost of funds used to finance the construction of major projects and are capitalized in the rate base 
€or ratemaking purposes when the completed projects are placed in service. Interest expense of $3.0 million, 
$3.6 million and $2.5 million was capitalized in 2007,2006 and 2005. 

Major renewals, including replacement pipe, and betterments that are recoverable under our regulatory 
rate base are capitalized while the costs of maintenance and repairs that are not recoverable through rates are 
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charged to expense as incurred. The costs of large projects are accumulated i n  construction in progress until 
the project is completed. When the project is completed, tested and placed in service, the balance is transferred 
to the regulated plant in service account included in the rate base and depreciation begins. 

Regulated property, plant and equipment is depreciated at various rates on a straight-line basis over the 
estimated useful lives of the assets" These rates are approved by our regulatory commissions and are comprised 
of two components: one based on average service life and one based on cost of removal. Accordingly, we 
recognize our cost of removal expense as a component of depreciation expense. The related cost of removal 
accrual is reflected as a regulatory liability on the consolidated balance sheet. At the time property, plant and 
equipment is retired, renioval expenses less salvage, are charged to the regulatory cost of removat accrual. The 
composite depreciation rate was 3.9 percent, 3.9 percent and 4.0 percent for the years ended September 30, 
2007, 2006 and 2005. 

Nonregulated proper& plont and equipment -- Nonregulated property, plant and equipment i s  stated at 
cost. Depreciation is generally computed on the straight-line method for fmncial reporting purposes based 
upon estimated useful lives ranging from 3 to 42 years. 

Asset retirement obligations - SFAS 143, Accounting for Axset Retiremen1 Obligations and FIN 47, 
Accounting for Cbnditional Asset Retirement Obligations require that we record a liability at fair value for an 
asset retirement otiligation when the legal obligation to retire the asset has been incurred with an offsetting 
increase to the carrying value of the related asset. Accretion of the asset retirement obligation due to the 
passage of time is recorded as an operating expense. 

As of September 30, 2007 and 2006, we had recorded asset retirement obligations of $9.0 million and 
$15.1 million. Additionally, we recorded $2.9 million and $4.8 million of asset retirement costs as a 
component o i  property, plant and equipment that will be depreciated over the remaining Life of the underlying 
associated assets. 

We believe we have a legal obligation to retire our storage wells. However, we have not recognized an 
asset retirement obligation associated with our storage wells because there i s  not sufficient industry histury to 
reasonably estimate the fair value of this obligation. 

Inpainnerit of long-lived assets - We periodically evaluate whether events or circumstances have 
occurred that indicate that other long-lived assets may not be recoverable or that the remaining useful life may 
warrant revision. When such events or circumstances are present, we assess the recoverability of long-lived 
assets by determining whether the carrying value will be recovered through the expected future cash flows. In 
the event the sum of the expected future cash flows resulting from the use of the asset i s  less than the carrying 
value of the asset, an impairment loss equal to the excess of the asset's carrying value over its fair value is 
recorded. 

During fiscal 2007, we recorded a $6.3 million charge associated with the write-off of approximately 
$3.0 rniUion of costs related to a nonregulated natural gas gathering project and approximately $3.3 million of 
obsolete software costs. During the fourth quarter of fiscal 2006, we determined that, as a result of declining 
inigation sales primarily associated with our a,gicultural customers' shift from gas-powered pumps to electric 
pumps, the West Texas Division's brigation assets would not be able to generate sufficient future cash flows 
from operations to recover the net investment i n  these assets. Therefore, we recorded a $22.9 million charge to 
impahnent to wite off the entire net book value. We will continue to operate these irrigation assets until we 
deteimjne a plan for these assets as we are obIigated to provide natural gas services to certain customers 
served by these assets. 

Goodwill urd iutangible assels - We annually evaluate our goodwill balances for inipairment during our 
second fiscal quarter or more frequently as impairment indicators arise. We use a present value technique 
based on discounted cash flows to estimate the fair value of our reporting units. These calculations are 
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dependent on several subjective factors including the timing of future cash flows, future gsowth rates and the 
discount rate. An impairment charge is recognized if the carrying value of a reporting unit’s goodwill exceeds 
its fair value. 

Intangible assets are amortized over their useful lives of 10 years. These assets are reviewed for 
impairment as impairment indicators arise. When such events or circumstances are present, we assess the 
recoverability of long-lived assets by determining whether the carrying value will be recovered through the 
expected future cash flows. In the event the sum of the expected ftrture cash flows resulting from rhe use of 
the asset is less than the carrying value of the asset, an impairment loss equal to the excess of the asset’s 
carrying value over its fair value is recorded To date, no impairment has been recognized. 

Marketable securities - As of September 30, 2007 and 2006, all of our marketable securities were 
classified as avaitable-for-sale securities based upon the criteria of SFAS 1 15, Accounting for Ceriain 
liwest?nenfs in Debt and Equity Securities. In accordance with that standard, these securities are reported at 
market value with unrealized gains and losses shown as a component of accumulated other comprehensive 
income (loss). We regularly evaluate the performance of these investments on a fund by fund basis for 
impairment, taking into consideration the fund’s purpose, volatility and current returns. If a determination is 
made that a decline in fair value is other than temporary, the related fund is written down to its estimated fair 
value. 

Derivatives and hedging activities -- Our derivative and hedging activities are tailored to the segment to 
which they relate. We record our derivatives as a component of risk management assets and liabilities, which 
are classified as current or noncurrent other assets or liabilities based upon the anticipated settlement date of 
the underlying derivative. 

The fair value of all of our financial derivatives is determined through a combination of prices actively 
quoted on national exchanges, prices provided by other external sowces and prices based on models and other 
valuation methods. Changes in the valuation of our financial derivatives primarily result from changes in 
market prices, the valuation of the portfolio of our contracts, natui-ity and settlement of these contracts and 
newly originated transactions, each of which directly affect the estimated fair value of om derivatives. We 
believe the market prices and models used to value these derivatives represent the best information available 
with respect to closing exchange and over-the-counter quotations, time value and volatility factors underlying 
the contracts. Values are adjusted to reflect the potential impact of an orderly Iiquidation of our positions over 
a reasonable period of time under then current market conditions. 

Natural Gas Distribution Segment 

h our natural gas distribution segment, we use a combination of physical storage and fmancial derivatives 
to partially insulate our natural gas distribution customers against gas price volatility during the winter heating 
season. These financial derivatives have not been designated as hedges pursuant to SFAS 133, Accomtiizg for 
Derivative ltzsfrunrents and Hedging Activities. Accordingly, they are recorded at fair value. However, because 
the costs associated with and the gains and losses arising from these financial derivatives aTe included in our 
purchased gas adjustment mechanisms, changes in the fair value of these financial derivatives are initially 
recorded as a component of deferred gas costs and recognized in the consolidated statement of income as a 
component of purchased gas cost when the related costs are recovered through om rates in accordance with 
SFAS 71. Accordingly, there is no earnings impact to our natural gas distrihution se,gnent as a result of the 
use of financial derivatives. 

Natural Gas Marketing Segment 

Our natural gas marketing risk management activities are conducted through AEM. AEM is exposed to 
risks associated with changes in the market price of natural gas, and we manage our exposure to the risk of 
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natural gas price changes through a combination of physical storage and fhancial derivatives, including 
hmes ,  over-the-counter and exchange- traded options and swap contracts with counteiparties. Option conlsacts 
provide the right, but not the requirement, to buy or sell the commodity at a fixed price. Swap contracts 
require receipt of payment for the cormnodity based on the difference between a fned price and the market 
price on the settlement date. The use of these contsacts is subject to our risk management policies, which are 
monitored for compliance daily. 

We participate in transactions in  which we combine the natural gas commodity and transportation costs to 
minimize our costs incurred to serve our customers. Additionally, we engage in natural gas storage tsansactions 
i n  whicli we seek to find and profit from pricing differences that occur over time. We purchase physical 
natural gas and then sell financial contracts at favorable prices to lock in gross profit margins. Through the use 
of transportation and storage services and derivatives, we are able to capture gross profit margin through the 
arbitrage of pricing differences in various locations and by recogrLizing pricing diflerences that occur over 
time. Over time, gains and losses on the sale of storage gas inventory will be oifset by gains and losses on the 
derivatives, resulting in the realization of the economic gross profit margin we anticipated at the time we 
structured the original transaction. 

We have designated the natural gas inventory held by our natural gas marketing segment as the hedged 
item in a fair-value hedge. This inventory is marked to market at the end of each month based on tlie Gas 
Daily index, with changes in fair value recognized as unrealized gains or losses in revenue in the period of 
change. The derivatives associated with this natural gas inventory have been designated as fair value hedges 
and are marked to market each month based upon the N Y m  price with changes in  fair value recognized as 
unrealized gains or losses in the period of change. The difference in the spot price used to value our physical 
inventory (Gas Daily) and the forward price used to value the related fair-value hedges (NYmX) are reported 
as a component of revenue and can result in volatility in our reported net income. We have elected to exclude 
this spotlfonvard differential for purposes of assessing the effectiveness of these fair-value hedges. 

We recognize revenue and the associated canying value of the inventory (inclusive of storage costs) as 
purchased gas cost in  our consolidated statement of income when we sell the gas and deliver it out of the 
storage facility. Over time, we expect gains and losses on the sale of storage gas inventory to be offset by 
gains and losses on the fair-value hedges, resulting in the realization of the economic gross profit margin we 
anticipated at the time we structured the ori,$nal transaction. 

We have elected to treat our fixed-price forward contracts as normal purchases and sales and have 
designated the associated derivative contracts as cash flow hedges of anticipated transactions. Accordingly, 
unrealized gains and losses on these open derivative contracts are recorded as a component of accumulated 
other comprehensive income, and are recognized in earnings as a component of revenue when the hedged 
volumes are sold. Hedge inegectiveness, to the extent incurred, is reported as a component of revenue. 

Additionally, our natural gas marketing segment utilizes storage swaps and futures to capture additional 
storage arbitrage opportunities that arise subsequent to the executiou of the original fair value hedge associated 
with our physical natural gas inventoiy, basis swaps to insulate and protect the economic value of our fixed 
price and storage books and various over-the-counter and exchange-traded options. Although the purpose of 
these instruments is to either reduce basis or other risks or lock in arbiwage opportunities, these derivative 
instruments have not been designated as hedges pursuant to SFAS 133. AccordingIy, these derivative 
instruments are recorded at  fair value with all changes in fair value included in revenue. 

Gains and losses recognized in the income statement from hedge ineffectiveness pi-imady result from 
basis risk and from differences between the timing of the settlement of physical contracts and the settlement 
of the related hedge, that is refelTed to below as timing ineffectiveness. The following summarizes the gains 
and losses recognized in the income statement for the years ended September 30, 2007, 2006 and 2005. 
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For the Year Ended 
September 30 

M07 2006 2005 
@I thousands) 

- - -- 
Basis ineffectiveness: 

Fair value basis ineffectiveness .......................... $ 783 $15,476 $(1,685) 
Cash flow basis ineffectiveness .......................... 2,330 7,392 (1,093) 

Total basis ineffectiveness. ............................... 3,113 22,868 (2,778) 
Timing ineffectiveness: 

--- 

Fair value timing ineffectiveness ......................... (5,677) 4,393 (2,177) - ~ -  
Total hedge ineffectiveness . . . .  ........................... $(2,564) $27,261 $(4,955) --- --- 
Additionally, we have a policy which allows for the use of master netting agreements with significant 

counterparties that &ow us to offset gains and losses arising from derivative instruments that may be settled 
in cash andor gains and losses arising &om derivative insb-uments that may be settled with the physical 
commodity. Assets and liabilities from risk management activities, as well as accounts receivable and payable, 
reflect the master netting agreements in place. 

Pipeline, Storage and Other Segment 

'We have designated the natural gas inventory held by Atmos Pipeline and Storage, LLC as the hedged 
item in a fair-value hedge. This inventory is marked to market at the end of each month based on the Gas 
Raily index, with changes in fair value recognized as unrealized gains or losses in revenue in the period of 
change. The derivatives associated with this natural gas inventory have been designated as fair value hedges 
and are marked to market each month based upon the NYMEA ' price with changes in fair value reco-gnized as 
unrealized gains or losses in the period of change. The difference in the spot price used to value our physical 
inventoiy (Gas Daily) and the forward price used to value the related fair-value hedges (NYMEX) are reported 
as a component of revenue and can result in volatility in our reported net income. We have elected to exclude 
this spot/forward differential for purposes of assessing the effectiveness of these fair-value hedges. 

We recognize revenue and the associated carrying value of the inventory {inclusive of storage costs) as 
purchased gas cost in our consolidated statement of income when we sell the gas and deliver it out of the 
storage facility. Over time, we expect gains and losses on the sale of storage gas inventory to be offset by 
gains and losses on the fair-value hedges, resulting in the realization of the economic gross profit margin we 
anticipated at the time we structured the original transaction. 

In our pipeline, storage and other segment, actual hedge ineffectiveness arising from the timing of 
settlement of physical contracts and the settlement of the derivative instruments resulted in a loss of 
approximately $0.5 million and $4.7 million for the years ended September 30, 2007 and 2006 and a gain of 
approximately $5.2 million for the year ended September 30, 2005. 

Treasury Activities 

In addition to mitigating commodity price risk, we periodically manage our exposure to interest rate 
changes by entering into Treasury lock agreements to fix the Treasury yield component of the interest cost 
associated with anticipated financings. We have designated our previously executed Treasury lock agreements 
as a cash flow hedge of an anticipated transaction at the time the agreements were executed. Accordingly, 
unrealized gains and losses associated with the Treasury lock agreements are recorded as a component of 
accumuiated other comprehensive income. The realized gain or loss recognized upon settlement of the 
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Treaswy lock agreement is initially recorded as a component of accumulated other comprehensive income and 
is recognized as a component of interest expense over the life of the related financing arrangement. 

determined on an actuarial basis and are affected by numerous assumptions and estimates including the Inarket 
value of plan assets, estimates of the expected return on plan assets, assumed discount rates and current 
demographic and actuarial mor-tality data. We review the estimates and assumptions underlying our pension 
and other postretirement plan costs and liabilities annually based upon a June 30 measurement date. The 
assumed discount rate and the expected return are the assumptions that generally have the most significant 
impact on our pension costs and liabilities. The assumed discount rate, the assumed health care cost trend rate 
and assumed rates of retirement generally have the most significant impact on our postretirement plan costs 
and liabilities. 

Pension and ofher postretirenient plam - Pension and other postretirement plan costs and liabilities are 

"he discount rate i s  utilized principally in calculating the actuarial present value of our pension and 
postretirement obligation and net pension and postretirement cost. When establishing our discount rate, we 
consider high quality corporate bond rates based on Moody's Aa bond index, changes in those rates from the 
prior year and the implied discount rate that is derived from matching our projected benefit disbursements 
with a high quality corporate bond spot rate curve. 

The expected long-term rate of return on assets is utilized in calculating the expected return on plan 
assets component of d e  annual pension and postretirement plan cost. We estimate the expected return on plan 
assets by evaluating expected bond returns, equity risk premiums, asset allocations, the effects of active plan 
management, the impact of periodic plan asset rebalancing and historical performance. We also consider the 
guidance from our investment advisors in making final determination of our expected rate of return on assets. 
To the extent the actual rate of return on assets realized over the course of a year is greater than or less than 
the assumed rate, that year's annual pension or postretirement plan cost is not affected. Rather, this gain or 
loss reduces or increases iuture pension or postretirement plan cost over a period of approximately ten to 
twelve years. 

We estimate the assumed health care cost trend rate used in determining our postretirement net cost based 
upon our actual health care cost experience, the effects of recently enacted legislation and general economic 
conditions. Our assumed rate of retirement is estimated based upon our annual review of our participant census 
information as of the measurement date. 

Income faxes - Income taxes are provided based on the liability method, which results in income tax 
assets and liabilities arising from temporary differences. Temporary differences are differences between the tax 
bases of assets and liabilities and their reported amounts in the financial statements that will result in taxable 
or deductible amounts in future years. The liability method requires the effect of tax rate changes on cuirent 
and accumulated deferred income taxes to be reflected in the period in which the rate change was enacted. 
The liability method also requires that deferred tax assets be reduced by a valuation allowance unless it is 
more likely than not that the asseis will be realized. 

Srock-based contpensation p l a m  --We maintain the 19518 Long-Term Incentive Plan that provides for the 
granting of incentive stock options, non-qumied stock options, stock appreciation rights, bonus stock, time- 
lapse restricted stock, performancebased restricted stock units and stock units to oEicers, division presidents 
and other key employees. Non-employee directors are also eligible to receive stock-based compensation under 
the 1998 LongTerm Incentive Plan. The objectives of this plan include attracting and retaining the best 
personnel, providing for additional performance incentives and promoting our success by providing employees 
with the opportunity to acquire our common stock. 

On October 1 ,  2005, we adopted SFAS 123 (revised), Share-Based Payment (SFAS 123(R)) using the 
modified prospective method. We recorded a $0.4 miILion charge associated with the adoption, which was 
recorded as a component of operation and maintenance expense. In accosdance with SFAS 123(R), we measure 
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the cost of employee services received in exchange for stock options and similar awards based on the grant- 
date fair value of the award and recognize this cost in the income statement on a straight line basis over the 
period during which an employee is required to provide service in exchange for the award. 

Opinion 25, as permitted by SFAS 123. TJnder this method, no compensation cost for stock options was 
recognized for stock-option awards granted at or above fair-market value. Awards of restricted stock were 
valued at the market price of the Company's common stock on the date of grant. The unearned compensation 
was amortized as a component of operation and maintenance expense over the vesting period of the restricted 
stock. Had compensation expense for our stock-based awards been recognized as prescribed by SFAS 123, our 
net income and earnings per share for the year ended September 30,2005 would have been impacted as shown 
in the following cable: 

Prim to October 1, 2005, we accounted for these plans under the intrinsic-value method described in APB 

Year Ended 

except per share 

Net income - as reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1 35,785 
Restricted stock compensation expense included in income, net of tax . . . . . . . . .  
Total stock-based employee compensation expense determined under fair-value- 

based method for all awards, net of taxes. ............................ 

2,43 1 

(3,161) 
Net income - pro forma. . . . . . . . . . . . . . . . .  . . . . . . . . . . .  . . . . . . . . . . . . . . .  $1 35,055 

Earnings per share: 
Basic earnings per share - as reported. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1.73 

Basic earnings per share -pro forma . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1.72 

Diluted earnings per share- as reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1.72 

Diluted earnings per share - pro forma .............................. $ 1.71 

Arcunzulated ofher cotnprehensive loss - Accumulated other comprehensive loss, net of tax, as of 
September 30, 2007 and 2006 consisted of the following unrealized gains (losses): 

September 30 
2007 2006 

(In thousands) 
~- 

Unrealized holding gains on investments, ........................... $ 2,807 $ 1,566 
Treasury lock agreements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (14,252) (20,540) 
Cash flow hedges. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4,753) (24,876) -- 

$( 16.1 98) $(43,850) -- -- 
Recent accoiintiizg pronoiuicenzent,r - In Fehruary 2007, the Financial Accounting Standards Board 

(FASB) issued FASB Statement No. 159, The Fair Valzw Oprioii for Financial Assets and Financial 
Liabilities - Including arz ameiidnzcizt of FASB Statement No. 115. This new standard permits an entity to 
measure certain financial assets and financial liabilities at fair value. The objective of the standard is to 
improve hancial reporting by aIlowing entities to mitigate volatility in reported earnings caused by measuring 
related assets and liabilities differently without having to apply complex hedge accounting provisions. Entities 
that elect the f& value option will report unrealized gains and losses in  earnings at each subsequent repoi-ting 
date. The fair value option may be elected on an instnment-by-instrument basis. The fair value option i s  
irrevocable, unless a new election date occurs. The provisions of this standard will be effective October 1, 

77 



Kl'MOS ENERGY CORPORATION 

NOTES TO CONSOLIDATED FILNANCIAL STATEMENTS - (Continued) 

2008. We do not anticipate this standard will materially impact our financial position, results of operations or 
cash flows. 

In September 2006, the FASB issued SFAS 157, Fair Value Measuremrzts. SFAS 157 defines fair value, 
establishes a framework for measuring fair value and enhances disclosures about fair value measurements 
required under other accounting pronouncements but does not change existing guidance as to whether or not 
an instrument is carried at fair value. We wiu be required to apply the provisions of SFAS 157 beginning 
October 1, 2008. We are currently evaluating the impact this standard may have on our financial position, 
results of operations and cash flows. 

In June 2006, the FASB issued Interpretation No. 48, Ac-countirzg for Uncertainty in Income Taxes, an 
interpretation of FASB Sfdement No. 109 (FIN 48). FD? 48 clarifies the accounting for uncertainty in income 
taxes by establishing standards for measurement and recognition in f-mancial statements of positions taken by 
an entity in its income tax returns. This interpretation also provides guidance on removing income tax assets 
and liabilities from the balance sheet, classification of current and deferred income tax assets and liabilities, 
accounting for interest and penalties, accounting for income taxes in interim periods and income tax 
disclosures. We will adopt the provisions of FIN 48 beginning October 1, 2007. The adoption of this standard 
will not have a material impact on our financial position, results of operations or cash flows, 

3. Acquisitions 

TXIU Gas Company. The purchase price for the TXU Gas acquisition was approximately $1.9 billion (after 
closing adjustments and before transaction costs and expenses), which we paid in cash. We did not assume 
any indebtedness of TXU Gas in connection with the acquisition. The purchase was accounted for as an asset 
purchase. We funded the purchase price for the TXU Gas acquisition with approximately $235.7 million in net 
proceeds from our offering of approximately 9.9 d o n  shares of common stock, which we completed in July 
2004, and approximately $1.7 billion in net proceeds from our issuance in October 2004 of commercial paper 
backstopped by a senior unsecured revolving credit agreement, which we entered into in September 2004 to 
provide bridge financing for the TXU Gas acquisition. In October 2004, we paid off the outstanding 
conunercial paper used to fund the acquisition through the issuance of senior unsecured notes in October 
2004, which generated net proceeds of approximately $1.39 billion, and the sale of 16.1 million shares of 
c o m o n  stock in October 2004, which generated net proceeds of $381.6 million. 

At closing of the acquisition, 'IXU Gas and some of its affiliates entered into transitional services 
agreements with us to provide call center, meter reading, customer billing, collections, information reporting, 
soliware, accounting, treasury, administrative and other services to the Mid-Tex Division. Some of these 
services were outsourced by TXU Gas to Capgemini Energy L.P. However, in November 2004, we entered 
into an agreement with Capgemhi Energy L.P. whereby we assumed the operations of the Waco, Texas call 
center in April 2005 and purchased from Capgemini Energy L.P. all of the related call center assets in October 
2005. The r e m a g  transitional services agreements expired in September 2005 and were not renewed as we 
in-sourced all of these functions, effective October 2005. 

In October 2004, we completed our acquisition of the natural gas distribution and pipeline operations of 
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4. Gooddl  and Intangible Assets 

Goodwill and intangible assets were comprised of the €oLIowing as of September 30, 2007 and 2006. 
September 30 

2007 2006 
(In thousands) 

Goodwill. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $734,976 $735,369 
Inrangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,716 3,152 

To tal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $737,692 $738,521 

The following presents our goodwill balance allocated by segment and changes in the balance for the 
year ended September 30,2007: 

Regdated h'petie, 
Natnral Gas Transmission Natural Gas Storage 
Distribution and Storage Marketing and Other 

Segment Segment Segment Segment Total 
(In thousands) 

Balance as of September 30, 2006. . .  $567,221 $133,437 $24,282 $10,429 $735,369 
Deferred tax ad'ustments on prior 

Balance as of September 30, 2007. , . $567,775 $132,490 - -  $24,282 $10,429 $734,976 

. . . . . . . . . . . . . . . .  554 .- - (393) (947) - -I_ c~ 

acquisitions (I.! 

-~ 
(I) During the preparation of the fiscal 2007 tax provision, we adjusted certain deferred taxes recorded in con- 

nection with acquisitions in fiscal 2001 and fiscal 2004, which resulted in a decrease to goodwill and net 
deferred tax liabilities of $0.4 million. 

Information regarding our intangible assets is reflected in the following table. As of September 30, 2007 
and 2006, we had no indefinite-lived intangible assets. 

September 30,2007 - September 30,2006 
Useful Gross Gross 

(Years) Amount Amortization Net Amount Amortization Net 
Life Carrying Accumulated Carrying Accumulated 
-- 

(ln thousands) 

Customer contracts ...... I O  $6,926 $(4,210) $2,716 $6,754 $(3,602) $3,152 

"he following table presents actual amortization expense recognized during 2007 and an estimate of 

Amortization eqense (in thousands): 

Estimated for the f i s d  year ending: 

future amortization expense based upon our intangible assets at September 30,2007. 

Actual for the hca l  year ending September 30,2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $608 

September 30,2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  623 

September 30,2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  623 
September 30,201 I . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  623 
September 30,2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  38 

September 30,2009 ..................................................... 623 

5. Derivative Xnstruments and Hedging Activities 

We conduct risk management activities through both our natural gas distribrition and natural gas 
marketing segments, These activities are described in more detail in Note 2. Also, as discussed in Note 2, we 
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recard our derivatives as a component of risk management assets and liabilities, which are classified as current 
or noncurrent based upon the anticipated settlement date of the underlying derivative. 

September 30,2007 and 2006: 
The following table shows the fair values of our risk management assets and liabilities by segment at 

Natural Gas 
Distribution 

September 30,2007: 
Assets from risk management activities, current. . . . . . . . . . .  $ - 

(21,053) 

Net assets (liabilities) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(21,053) 

September 30,2006: 

__. Assets from risk management activities, noncurrent . . . . . . . .  
Liabilities from risk management activities, current . . . . . . . .  
Liabilities &om risk management activities, noncurrent . . . . .  - 

Assets from risk management activities, current. . . . . . . . . . .  $ -- 
Assets from risk management activities, noncurrent . . . . . . . .  
Liabilities from risk management activities, current . . . . . . . .  (27,209) 
Liabilities from risk management activities, noncurrent ..... 

I-- 

- 

Net assets (liabilities) .............................. $(27,209) 

Naturat Gas 
Marketing 

(In thousands) 

$21,849 
5,535 
(286) 
(290) 

$26,808 

$1 2,553 
6,186 

(3,460) 
(276) 

$15,003 

Total 

$ 21,849 
5,535 

(21,339) 
(290) 

$ 5,755 

$ 12,553 
6,186 

(30,669) 
(276) 

$(12,206) 
-- 

Natural Gas Distribution Hedging Activities 

We use a combination of physical storage, fixed physical contracts and fixed financial contracts to 
partially insulate us and our customers against gas price volatility during the winter heating season. For the 
2006-2007 heating season, we hedged approximately 49 percent of our anticipated winter flowing gas 
requirements at a weighted average cost of approximately $856 per Mcf. 

which are described in M e r  detail below. 
Our natural gas distribution hedging activities also includes the fair value of our treasury lock agreements 

Nonregulated Hedging Activities 

For the year ended September 30,2007, the change in the deferred hedging position in accumulated other 
comprehensive loss was attributable to decreases in future commodity prices relative to the commodity prices 
stipulated in the derivative contracts totaling $10.9 million and the reco,g&ion of $31 -0 million in net deferred 
hedging losses in net income when the derivatives matured according to their terms. The net deferred hedging 
losses associated with open casb flow hedges remain subject to market price fluctuations until the positions 
are either settled under the terms of the hedge contracts or terminated prior to setClement Substantially aII of 
the deferred hedging loss as of September 30, 2007 is expected to be recognized in net income within the next 
fiscal year. 

Under our risk management policies, we seek to match our financial derivative positions to our physical 
storage positions as well as our expected current and future sales and purchase obligations to maiutain no open 
positions at the end of each trading day. The determination of our net open position as of any day, however, 
requires us to make assumptions as to future circumstances, including the use of gas by our customers in 
relation to our anticipated storage and market positions. Because the price risk associated with any net open 
position at the end of each day may increase if the assumptions are not realized, we review these assumptions 
as part of our daily monitoriig activities. We can also be affected by intraday fluctuations of gas prices, since 
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the price of natural gas purchased or sold for future delivery earlier in the day may not be hedged until later 
in the day. At times, limited net open positions related to our existing and anticipated commitments may occur. 
At the close of business on September 30, 2007, AEH had a net open position (including existing storage) of 
0.2 Bcf. 

Treasury Activities 

In fiscal 2004, we entered into four Treasury lock agreements to fix the Treasury yield component of the 
interest cost of froancing associated with the-then anticipated issuance of $87.5 million of long-term debt 
issued in October 2004 in connection with the permanent financing for our TXW Gas acquisition. These 
Treasury lock agreements were settled in October 2004 with a net $41.8 milljon payment to the counterpariies. 

In March 2007, we entered into a Treasury lock agreement to fix the Treasury yield component of the 
interest cost associated with $100 million of our $250 million 6.35% Senior Notes issued i n  June 2007 (the 
Senior Notes Offering). This Treasury lock agreement was settled in June 2007, and resulted in the receipt of 
$2.9 million from the counterparties. 

Since we designated these Treasury lock agreements as cash flow hedges of an anticipated transaction, 
the gains and losses realized upon settlement were initially recorded as a component of accumulated other 
comprehensive loss and are being recognized as a component of interest expense over the life of the associated 
notes from the date of settlement. 

The following table presents our hedging transactions that were recorded to other comprehensive income 
(loss), net of taxes during the years ended September 30, 2007 and 2006. 

Year Ended September30 
2007 2006 

(lo thousands) 
-- 

Jncrease (decrease) in fair value: 
Treasurylock agreements.. ................................... $ 2,945 $ - 
Forward commodity contracts .................................. (10,861) (51,014) 

Recogiiihn of (gains) losses in earnings due io setflements: 
Treasuiy lock agreements ..................................... 3,343 3,442 
Forward commodity contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30,984 6,181 -- 

Total other comprehensive income (loss) from hedging, net of tax(') ....... -- $(41,391) $26,411 -- 
(I) Utilizing an income tax rate of approximately 38 percent comprised of the effective rates in each taxing 

jurisdiction. 
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The following amounts, net of defeired taxes, represent the expected recognition into earnings for our 
derivative instruments, based upon the fair values of these derivatives as of September 30, 2007: 

ReaSUlY 
h c k  Forward 

Agreements Contracts 

2008. ............................................ $ (3,147) $(4,636) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 2011 (1,709) 

00 thousands) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2009 (3,147) (138) 
2010 (1.828) 

2012.. ............................................ (1,709) - 
Thereafter. ........................................ (2,7 1 2) __ 

I_.-- ---- 
Total.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(14,252) $(4,753) -- -- 

T O ~  

6. Debt 

Long-term debt 

Long-term debt at September 30, 2007 and 2006 consisted of the fobIlowing: 
2007 2006 

(In thowan&) 

Unsecured floating rate Senior Notes, due July 2007 . . . . . . . . . . . . . . . .  $ __ $ 300,000 
Unsecured 4.00% Senior Notes, due 2009. . . . . . . . . . . . . . . . . . . . . . . .  400,000 400,000 
Unsecured 7.375% Senior Notes, due 201 1 . . . . . . . . . . . . . . . . . . . . . . .  350,000 350,000 
Unsecured 10% Notes, due 201 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,303 2,303 
Unsecured 5.125% Senior Notes, due 2013.. . . . . . . . . . . . . . . . . . . . . .  250,000 250,000 
Unsecured 4.95% Senior Notes, due 2014. ....................... 500,000 500,000 
Unsecured 6.35% Senior Notes, due 2017.. . . . . . . . . . . . . . . . . . . . . . .  250,000 - 
Unsecured 5.95% Senior Notes, due 2034. . . . . . . . . . . . . . . . . . . . . . . .  200,000 200,000 
Medium term notes 

Series A, 1995-2,6.27%, due 2010. .......................... 10,000 10,000 
Series A, 1995-1,6.67%, due 2025. .......................... t0,ooo 10,000 

Unsecured 6.75% Debentures, due 2028 ......................... 150,000 150,000 
First Mortgage Bonds Series P, 10.43% due 2013 .................. 8,750 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,890 5,825 through2013 I 

Total long-term debt.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,133,693 2,186,878 

Original issue discount on unsecured senior notes and debentures . . . .  (3,330) 
Cunent maturities (3,831) (3,186) 

$2,126,315 $2,180,362 

7,500 
Rental property, propane arid other term notes due in installments 

Less: 
(3,547) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

In August 2004, we filed a registsation statement with the Securities and Exchange Commission (SEC) 
under which we could issue, from time to time, up to $2.2 billion in new common stock andor debt. In 
October 2004, we sold 16.1 ndlion common shares under the registration statement, generating net proceeds 
of $382.5 million before other offering costs. Additionally, we issued senior unsecured debt under the 
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registration statement consisting of $1.4 billion in Senior Notes with due dates ranging from 2007 to 2034. 
The net proceeds from the sale of these senior notes were $1.39 billion. 

The net proceeds from the October 2004 common stock and senior notes offerings, combined with the net 
proceeds from our July 2004 offering were used to pay off $1.7 billion in outstanding commercial paper 
backstopped by a senior unsecured revolving credit agreement, which we entered into in September 2004 for 
bridge financing far the TXU Gas acquisition. Also, as a result of this refinancjog in October 2004, we 
canceled the senior unsecured revolving credit facility. 

On December 4,2006, we filed a registration statement with the SEC to issue, from time to time, up to 
$900 million in common stock and/or debt securities available for issuance, including approximately 
$401 .5 million of capacity canied over from our prior shelf registration statement fded with the SEC in 
August 2004. As discussed in Note 7, in December 2006, we sold approximately 6.3 million shares of 
common stock under the new registration statement. 

On June 14, 2007, we closed a senior notes offering. The effective interest rate on these notes is 
6.26 percent after giving effect to the $100 million Treasury lack discussed in Note 5. The net proceeds of 
approximately $247 million, together with $53 miuion of available cash, were used to repay our $300 million 
unsecured floating rate senior notes on July 15, 2007. 

As of September 30, 2007, we had approximately $450 million of availability remaining under the 
registration statement. However, due to certain restrictions placed by one state regulatory commission on our 
ability to issue securities under the registsation statement, we now have remaining and available for issuance a 
total of approximately $100 million of equity securities, $50 million of senior debt securities and $300 million of 
subordinated debt securities. In addition, due to restrictions imposed by another state regulatory commission, if 
the credit ratings on our senior unsecured debt were to fall below investment grade fmm either Standard & 
Poor’s Corporation (BBB-), Moody’s Investors Services, Inc. (Baa3) or Fitch Ratings, Ltd. (BBB-), OUT ability to 
issue any type of debt securities under the registration statement would be suspended until an investment grade 
rating from any of the three credit rating agencies was achieved. 

Short-term debt 

At September 30, 2007 and 2006, there was $150.6 million and $379.3 million outstanding under our 
commercial paper program. In addition, at September 30, 2006, there was $3.1 million outstanding under our 
bank credit facilities, There were no amounts outstanding under our bank credit facilities at September 30, 
2007. As of September 30, 2007, our commercial paper had maturities of less than three months, with interest 
rates ranging from 5.75 percent to 6.00 percent. 

Credit facilities 

We maintain both cornmined and uncommitted credit facilities. Borrowings under our uncommitted credit 
facilities are made on a when-and-as-needed basis at the discretion of the bank. Our credit capacity and the 
amount of unused borrowing capacity are affected by the seasonal nature of the natural gas business and our 
short-term borrowing requirements, which are typically highest during colder winter months. Our working 
capital needs can vary significantly due to changes in the price of natural gas charged by suppliers and the 
increased gas supplies required to meet customers’ needs during periods of cold weather. 

Corrtnzi~ed credit facilities 

As of September 30, 2007, we had three short-term committed revolving credit facilities totaIing 
$918 million. The first facility i s  a five-year unsecured facility, expiring December 201 1 ,  for $600 million that 
bears interest at a base rate or at the LlBOR rate for the applicable interest period, plus from 0.30 percent to 
0.75 percent, based on the Company’s credit ratings, and serves as a backup liquidity facility for our 
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$600 million commercial paper program. At September 30, 2007, there was $1 50.6 million outstanding under 
our commercial paper program 

We have a second unsecured facility in place which is a 364-day facility for $300 million that bears 
interest at a base rate or the LIBOR rate Tor the applicable interest period, plus from 0.30 percent to 
0.75 percent, based on the Company’s credit ratings. This facility was replaced by another 364-day facility in 
November 2007 with no material changes to its terms and pricing. At September 30, 2007, there were no 
borrowings under this facility. 

We have a thud unsecured facility in place for $1 8 million that bears interest at the Federal Funds rate 
plus 0.5 percent. This facility expired in March 2007 and was renewed for one year with no material changes 
to its temx and pricing. At September 30, 2007, there were DO borrowings outstanding under this facility. 

The availability of hnds under our credit facilities is subject to conditions specified in the respective 
credit agreements, all of which we currently satisfy. These conditions include our compliance with financial 
covenants and the continued accuracy of representations and warranties contained in these agreements. We are 
required by the financial covenants in om revolving credit facilities to maintain, at the end of each fiscal 
quarter, a ratio of total debt to total capitalization of no greater than 70 percent. At September 30, 2007, our 
totaldebt-to-total-capitalization ratio, as defined, was 56 percent. In addition, both the interest margin over the 
Eurodollar rate and the fee that we pay on unused amounts under our revolving credit facilities are subject to 
adjustment depending upon our credit ratings. The revolving credit facilities each contain the same limitation 
with respect to our total-debt to-total capitalization ratio. 

Utzcomnitted credit facilities 

AEM has a $580 million unconmitted demand working capital credit facility. On March 30,2007, AEM 
and the banks in the facility amended tbe facility, primarily to extend it to March 31, 2008. Borrowings under 
the credit facility can be made either as revolving loans or offshore rate loans. Revolving loan borrowings will 
bear interest at a floating rate equal to a base rate defined as the higher of (i) 0.50 percent per amum above 
the Federal Funds rate or (ii) the lender’s prime rate plus 0.25 percent. Offshore rate loan borrowings will bear 
interest at a floating rate equal to a base rate based upon LIBOR for the applicable interest peiiod plus an 
applicable margin, ranging from 1.25 percent to 1.625 percent per annum, depending on the excess tangible 
net worth of AEM, as defined in  the credit facility. Borrowings drawn down under letters of credit issued by 
the banks will bear interest at a floating rate equal to the base rate, as defined above, plus an applicable 
margin, which will range from I .OO percent to 1.875 percent per annum, depending on the excess tangible net 
worth of AEM and whether the letters of credit are swap-related standby letters of credit. 

AEM is required by the financial covenants in the credit facility to maintain a maximum ratio of total 
liabilities to tangible net worth of 5 to 1 ,  along with minimum levels of net working capital ranging from 
$20 million to $120 million. Additionally, AEM must maintain a minimum tangible net woi-th ranging from 
$21 million to $1 21 million, and must not have a maximum cumulative loss from for the most recent 12 month 
accounting period exceeding $4 million to $23 miUion, depending on the totiil amount or borrowing elected 
from time to time by AEM. At September 30, 2007, AEM’s ratio of total liabilities to tangible net worth, as 
defined. was 1.29 to 1. 

At September 30, 2007, there were no borrowings outstanding under this credit facility. However, at 
September 30, 2007, AEM letters of credit totaling $78.2 million had been issued under the facility, which 
reduced the amount available by a corresponding amount. The amount available under this credit facility is 
also limited by various covenants, including covenants based on working capital. Under the most restrictive 
covenant, the amount available to AEM under this credit facility was $121.8 million at September 30, 2007. 
Tbis line of credit i s  collateralized by substantially all of the assets of AEM and is guaranteed by AEH. 
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We also have an unsecured short-term uncommitted credit line for $25 million that is used for working 
capital and letter-of-credit purposes. There were no borrowings under this uncommitted credit facility at 
September 30, 2007, but letters of credit reduced the amount available by $5.4 million. This nncommitted line 
i s  renewed or renegotiated at least annually with varying terms, and we pay no fee for the availability of the 
line. Borrowings under this line are made on a when-and-as-available basis at the discretion of the bank. 

AEH, the parent company of AEM, has an intercompany uncorzlmitted demand credit facility with the 
Company which bears interest at the rate of AEM’s $580 million uncommitted demand working capital credit 
facility plus 0.25 percent. Effective May 1 ,  2007, the intercompany credit facility was increased fiorn 
$1 00 d o n  to $200 &on. Applicable state regulatory commissions have approved this facility through 
December 31, 2008. At September 30,2007, there were no borrowings under this facility. 

In h e  2007, the Company entered into a $200 million intercompany uncommitted revolving credit 
facility and promissory note with AEW. The new facility bears interest at the lesser of (i) L;IBOR plus 
0.20 percent or (ii) the marginal borrowing rate available to the Company on any such date under its 
commercial paper program. Applicable state regulatory commissions have approved this facility through 
December 31, 2008. At September 30, 2007, there was $36.7 million outslanding under this facility. 

In addition, to supplement its $580 million credit facility, AEM has an intercompany uncommitted 
demand credit facility with AEH, which bears interest at LIBOR plus 2.75 percent. Effective May 1, 2007, 
this intercompany credit facility was increased from $120 million to $175 million. Any outstanding amounts 
under this facility are subordinated to AEM’s $580 million uncommitted demand credit facility. At 
September 30, 2007, there was $30.0 million outstanding under this facility. 

Debt Covenants 

We have other covenants in addition to those described above. Our Series P First Mortgage Bonds contain 
provisions that allow us to prepay the outstanding balance in whole at any time, after November 2007, subject 
to a prepayment premium. The First Mortgage Bonds provide for certain cash flow requirements and 
restrictions on additional indebtedness, sale of assets and payment of dividends. {Jnder the most restrictive of 
such covenants, cumulative cash dividends paid after December 3 1 ,  1985 may not exceed the sum of 
accumulated net income for periods after December 3 1, 1985 plus $9.0 million. At September 30,2007 
approximately $260.2 million of retained earnings was unrestricted with respect to the payment of dividends. 

As of September 30, 2007, a portion of the Kentuckymid-States Division utility plant assets, totaling 
.$413.4 million, was subject to a lien under the Indenture of Mortgage of the Series P First Mortgage Bonds. 

We were in compliance with all of our debt covenants as of September 30,2007. If we do not comply 
with our debt covenants, we may be required to repay our outstanding balances on demand, provide additional 
collateral or take other corrective actions. Our public debt indentures relating to our senior notes and 
dehentures, as well as our revolving credit agreements, each contain a default provision that is triggered if 
outstanding indebtedness arising out of any other credit agreements in amounts ranging from in excess of 
$15 million to in excess of $100 million becomes due by acceleration or is not paid at maturity. In addition, 
AEM’s credit agreement contains a cross-default provision whereby AEM would he in default X it defaults on 
other indebtedness, as defined, by at least $250 thousand in the aggregate. Additionally, this agreement 
contains a provision that would limit the amount of credit available if the Company was downgraded below an 
S&P rating of BBB and a Moody’s rating of Baa2. 

Except as described above, we have no triggering events in ow debt instruments that are tied to changes 
in specified credit ratings or stock price. nor have we entered into any transactions that would requite us to 
issue equity based on our credit rating or other triggering events. 
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Based on the borrowing rates currently available to us for debt with similar terms and remaining average 
maturities, the fair value of long-term debt at September 30, 2007 and 2006 is estimated, using discounted 
cash flow analysis, to be $2,026.6 million and $2,053.9 million. 

Maturities of long-term deht at September 30, 2007 were as follows (in thousands): 

2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3,831 
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,035 
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  401,381 
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  361,381 
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,684 
l’hereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,361,381 

$2,133,693 
-- 

7. Shareholders’ Equity 

Stock Issuances 

During the years ended September 30, 2007, 2006 and 2005 we issued 7,587,021, 1,200,115 and 
17,739,691 shares of common stock. 

On December 13, 2006, we completed the public offering of 6,325,000 shares of our coxrimon stock 
includmg the underwriters’ exercise of their overallotment option of 825,000 shares. The offering was priced 
at $31 .SO per share and generated net proceeds of approximately $192 million. We used the net proceeds from 
this offeting to reduce short-te~m debt. 

Shareholder Rights Plan 

In November 1997, our Board of Directors declared a dividend distribution of one right for each 
outstanding share of our common stock to shareholders of record at the close of business on May 10, 1998. 
Each right entitles the regstered hoider to purchase from us a one-tenth share of our common stock at a 
purchase price of $8.00 per share, subject to adjustment. The description and terms of the rights are set iorth 
in a r ights agreement between us and the rights agent. 

Subject to exceptions specified in the rights agreement, the rights will separate from ous conmon stock 
and a distribution date will occur upon the earlier of: 

ten business days following a public announcement that a person ur group of affiliated or associated 
persons has acquired, or obtained the right to acquire, beneficial ownership of 15 percent or more of 
the outstanding shares of our common stock, other than as a result of repurchases of stock by us or 
specified inadvertent actions by institutional or other shareholders; 

0 ten business days, or such later date as our Board of Directors shall determine, following the 
commencement of a tender offer or exchange offer that would result in a person or group having 
acquired, or obtained the right to acquire, beneficial ownership of 15 percent or more ol‘ the outstanding 
shares of our common stock; or 

the meaning of the rights plan. 
- ten business days after our Board of Directors shall declare any person to be an adverse person within 

The rights expire on May IO, 2008, unless extended prior thereto by our board of directors or earlier if 
redeemed by us. The rights will not have any voting rights. The exercise price payable and the number of 
shares of our common stock or other securities or property issuable upon exercise of the rights are subject to 
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adjustment from time to time to prevent dilution. We issue rights when we issue our common stock until the 
rights have separated from the cmnmon stock. After the rights have separated from the common stock, we 
may issue additional rights if the board of directors deems such issuance to be necessary or appropriate. The 
rights have “anti-takeover” effects and may cause substantial dilution to a person or entity that attempts to 
acquire us on terms not approved by our board of directors except pursuant to an offer conditioned upon a 
substantial number of rights being acquired. The righL5 should not interfere with any merger or other business 
combination approved by our board of directors because, prior to the time that the rights become exercisable 
or transferable, we can redeem the rights at $.01 per right 

Other Agreements 

IR connection with our Mississippi Valley Gas Company acquisition in December 2002, we issued shares 
of common stock under an exemption from regisbation under the Securities Act of 1933, as amended. In the 
transaction, we entered into a registration rights agreement with the €ormer stockholders of Mississippi Valley 
Gas Company that required us, on no more than two occasions, and with some limitations, to file a registration 
statement under the Securities Act within 60 days of their request for an offering designed to achieve a wide 
distribution of shares through underwriters selected by us. We also granted rights to these shareholders, subject 
to some limitations, to participate in future registered offerings of our securities until L3ecember 3, 2005. No 
registration rights issued to the former stockholders of MVG, as discussed above, were exercised prior to the 
expiration of the registration rights agreement on December 3, 2005. The former stockholders of MVG also 
agreed, for up to five years fiom the closing of the acquisition, or until Decernber 3, 2007, and with some 
exceptions, not to sell or transfer shares representing more than 1 percent of om total outstanding voting 
securities to any person or group or any shares to a person or group who would hold more than 9.9 percent of 
our total outstanding voting securities after the sale or transfer. This restriction, and other agreed restrictions 
on the ability of these shareholders to acquire additional shares, participate in proxy solicitations or act to seek 
control, may be deemed to have an “anti-takeover” effect. 

8. Stock and Other Compensation Plans 

Siock-Based Compensation Plans 

Total stock-based compensation expense was $1 1.9 million, $1 0.2 million and $3.9 d i o n  for the years 
ended September 30, 2007, 2006 and 2005, primarily related to restricted stock costs. 

1998 Long-Term Incentive Plan 

In August 1998, the Board of Directors approved and adopted the 1998 Long-Term Incentive Plan &TIP), 
which became effective in October 1998 after approval by our shareholders. The L , T P  is a comprehensive, 
Long-term incentive compensation pIan providing fur discretiwnary awards of incentive stock options, Don- 
qualied stock options, stock appreciation rights, bonus stock, time-lapse restricted stock, performance-based 
restricted stock units and stock units to certain employees and non-employee directors of the Company and 
our subsidiaries. The objectives of rhis plan include attracting and retaining the best personnel, providing for 
additional performance incentives and promoting our success by providing employees with the opportunity to 
acquire common stock. We are authorized to grant awards for up to a maximum of 6.5 million shares of 
common stock undei this plan subject to certain adjustment provisions. As of September 30, 2007, non- 
qualified stock options, bonus stock, time-lapse restricted stock, performance-based restricted stock units and 
stock units had been issued under this plan, and 2,730,192 shares were available for future issuance. The 
option price of the stock options issued under this plan is equal to the market price of our stock at the date of 
grant. These stock options expire 10 years from the date of the grant and vest annually over a service period 
ranging from one to three years. 
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Restricted Stock P h i s  

As noted above, the LTP provides for discretionary awards of restricted stock to help attract, retain and 
reward employees and non-employee directors of Atmos and its subsidiaries. Certain of these awards vest 
based upon the passage of time and other awards vest based upon the passage of time and the achievement of 
specified performance targets. The associated expense is recognized ratably over the vesting period. The 
following summarizes information regarding the restricted stock issued under the plan: 

2007 
Weighted 
Average 

Number of Grant- 
Restricted Date Fair 

Shares , Value 

Nonvested at beginning of year . . .  746,776 $26.49 
Granted . . . . . . . . . . . . . . . . . .  485,260 30.85 
Vested . . . . . . . . . . . . . . . . . . .  (27 1,075) 26.1 2 
Forfeited. . . . . . . . . . . . . . . . . .  (12,244) 28.51 

Nonvested at end of year. . . . . . . .  948,717 $28.95 
-- 
~- -~ 

2006 
Weighted 
Average 

Numberof Grant- 
Restricted Date Fair 

Shares Value 

592,490 $25.32 
440,016 26.80 

(265,546) 24.42 
(20,184) 26.95 -~ 
746,776 $26.49 -- -- 

2005 
Weighted 
Average 

Number of Grant- 
Restricted DateFair 

Shares Value 

345,519 $23.72 
294,834 26.78 
(36,106) 21.97 
(1 1,757) 24.70 

592,490 $25.32 -- -- 
As of September 30, 2007, there was $16.1 million of total unrecognized compensation cost related to 

nonvested restricted &ares granted under the LTIP. That cost is expected to be recognized over a weighted- 
average period of 1.8 years. "fie fair value of restricted stock vested during the years ended September 30, 
2007, 2006 and 2005 was $7.1 million, $6.5 million and $0.8 million. 

Stock Uption PIan 

We used the Black-Scholes pricing model to estimate the fair value of each option granted with the 

Year Ended 
September 30 
- -  2006 2,005 

following weighted average assumptions for 2006 and 2005. No stock options we1.e granted in 2007. 

Valuation Assumptions(') 

Interest rat@) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.6% 4.2% 
V01atility'~' . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20.3% 21.3% 
Dividend yield . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.8% 4.8% 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Expected Life (yeam) (2) 7 7 

Beginning on October 1, 2005, the date of adoption of SFAS 123(R), forleitures have been estimated 
based on historical experience. Prior to the date of adoption, Iorreitures were recorded as they occurred. 

(*) The expected life of stock options is estimated based OD Ililoiical experience. 
(3) The interest rate is based on the U.S. Treasury constant maturity interest rate whose tetrn is consistent with 

'') The volatility is estimated based on historical and current stock data Tor the Company. 
the expected life of the stock options. 

b 
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A summary of activity for ,qnts of stock options under the LTiP follows: 
200fi 2005 

--_̂  

2007 - 
Weighted Weighted Weighted 
Average Average Average 

Number of Exercise Number of Exercise Number of Exercise 
Options Price Options Price Options Price 

Outstanding at beginning of year. ... 1,017,152 $22.57 964,704 $22.20 1,492,177 $22.10 
Granted . . . . . . . . . . . . . . . . . . . .  - __ 93,196 26.19 23,432 25.95 
Exercised . . . . . . . . . . . . . . . . . . .  (92,071) 22.84 (40,582) 22.21 (547,907) 22.08 

Outstanding at end of year(‘) . . . . . .  920,841 $22.54 1,017,152 $22.57 964,704 $22.20 

Exercisable at end of year(’). . . . . . .  908,332 $22.49 991,778 $22.48 798,574 $22.22 

(I) The weighted-average remaining contractual life for outstanding options was 4.4 years, 5.4 years, and 

Forfeited . . . . . . . . . . . . . . . . . . .  (4,240) 23.1 1 (166) 21.23 (2,998) 22.81 -- 

6.0 years for fiscal years 2007, 2006 and 2005. The aggregate intrinsic value of outstanding options was 
$3.3 million, $3.7 million and $3.5 million for fiscal years 2007, 2006 and 2005. 

5.7 years for fiscal years 2007, 2006 and 2005. The aggregate intrinsic value of exercisable options was 
$3.3 million, $3.6 million and $2.9 million for fiscal years 2007, 2006 and 2005. 

Information about outstanding and exercisable options under the LT”, as of September 30, 2007, is 

(2) The weighted-average remaining contractual life for exercisable options was 4.3 years, 5.3 years, and 

reflected in the following tables: 
Options Outstanding 

Weighted Options Fxercisable 
Average Weighted Weighted 

Remaining Average Average 
Number of Contractual Erercise Number of Exercise 

Range of Exercise Prices Options Life (In Years) Price Options Price 

$15.65 to $20.24. . . . . . . . . . . . . . . .  62,833 2.4 $15.66 62,833 $15.66 
$20.25 to $22.99. . . . . . . . . . . . . . . .  496,525 4.8 $21.87 496,525 $21.87 
$23.00 to $26.19.. . . . . . . . . . . . . . .  361,483 4.2 $24.65 348,974 $24.60 

$15.65 to $26.19.. .............. 920,841 4.4 $22.54 908,332 $22.49 
-- 

Year Ended September 30 - 
(In thousands, except per share data) 

2007 - 2.006 2005 

Grant date weighted average fair value per share . . . . . . . . . . . . . .  -- $3.74 $ 3.69 
Net cash proceeds from stock option exercises . . . . . . . . . . . . . . . .  $2,103 $901 $12,097 
Income tax benefit from stock option exercises. ............... $ 296 $ 78 $ 1,303 
Total intrinsic value of options exercised .................... $ 347 $143 $ 1,983 

As of September 30, 2007, there was less than $0.1 million of total unrecognized compensation cost 
related to nonvested stock options. That cost is expected to be recognized over a weighted-average period of 
0.5 years. 
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Other Plans 

Direct Stock Purchase Plan 

We maintain a Direct Stock Purchase Plan, open to all investors, which allows participants to have all or 
part of their cash dividends paid quarterly in additional shares of our cornion stock. The minimum initial 
investment required to join the plan is $1,250. Direct Stock Purchase Plan participants may purchase additional 
shares of our common stock as often as weekly with voluntary cash payments of at least $25, up to an annual 
maximum of $100,000. 

Outside Directors Siock-For-Fee Plan 

In November 1994, the Board adopted the Outside Directors Stock-for-Fee Plan which was approved by 
our shareholders in  February 1995 and was amended and restated in November 1997. The plan pernlits non- 
employee directors to receive all or part of their annual retainer and meeting fees in stock rather than in cash. 

Equity Incentive and DeferTed Compensaiion Plan for Non-Employee Directors 

In November 1998, the Board of Directors adopted the Equity Incentive and Deiened Compensation Plan 
for Non-Employee Directors which was approved by our shareholders in February 1999. This plan amended 
the Atmos Energy Corporation Deferred Compensation Plan €or Outside Directors adopted by the Company in 
May 1990 and replaced the pension payable under our Retirement Plan for Nort-Employee Directors. The plan 
provides non-employee directors of Atmos with the opportunity to defer receipt, until retirement, of 
compensation for services rendered to the Company, invest deferred compensation into either a cash account 
or a stock account and to receive an annual grant of share units for each year of service on the Board. 

Other Discretionary Compensation Plans 

We created the Variable Pay Plan in fiscal 1999 for our reguiated se,ments’ employees to give each 
employee an opportunity to share in our fiancial success based 011 the achievement of key performance 
measures considered critical to achieving business objectives €or a given year. These performance measures 
may include earnings growth objectives, improved cash flow objectives or crucial customer satisfaction and 
safety results. We monitor progress towards the achievement of the performance measures throughout the year 
and record actruals based upon the expected payout using the best estimates available at the rime the accrual 
is recorded. 

We implemented our Annual Incentive Plan in October 2001 to give the employees in our nonregulated 
segments an opportunity to share in the success of (he nonregulated operations. The plan is based upon the net 
earnings of the nonregulated operations and has ruinimum and maximum thresholds. The plan must meet the 
minimum threshold in order for the plan to be funded and distributed to employees. We monitor the progress 
toward the achievement of the thresholds throughout the year and record accruals based upon the expected 
payout using the best estimates available at the time the accrual is recorded. 

9. Retirement and Post-Retirement Employee Benefit Plans 

We have both funded and unfunded noncontributory defined benefit plans that together cover substantially 
a11 of our employees. We also maintain post-retirement plans that provide health care benefits to retired 
employees. Finally, we sponsor defined contribution plam which cover substantially all employees. These 
plans are discussed in further detail below. 

Effective September 30, 2007, we adopted the provisions of SFAS 158, Employers’ Accurcnting fur 
Defilrcd Bsiefit Pension and Other Posb-etiiement Plans, un amridrnent of FASB Sta$emrnts No. 87, 88, 106, 
und 13Z(R). The new standard makes a si,onificant change to the existing rules by requiring recognition in the 
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balance sheet of the overfunded or underfunded positions of defined benefit pension and other postretirement 
plans, along with a corresponding noncash, after-tax adjustnient to stockholders’ equity. Additionally, this 
standard requires that the measurement date must correspond to the f iscal year end balance sheet date. 
However the measurement date provision of this standard may be adopted as late as fiscal 2009 for the 
Company. This standard does not change how net periodic pension and postretirement cost or the projected 
benefit obligation is determined. 

The incremental effect of applying SFAS 158 on individual line items in our balance as of September 30, 
2007 is as follows: 

Before After 
Application Application 
of SFAS 158 Adjustments of SFAS 158 

(In thousands) 
L>eferred charges and other assets ................... $ 219,059 $34,435 $ 253,494 
Total assets 5,896,917 ................................... 5,862,482 34,435 

Current liabilities.. ............................. $ 915,278 $ 4,400 $ 919,678 
Deferred credits and other liabilities . . . . . . . . . . . . . . . . .  213,507 30,035 243,542 
Total capitalization and liabilities . . . . . . . . . . . . . . . . . . .  5,862,482 34,435 5,896,917 

As a rate regulated entity, we recover our pension costs in our rates. Therefore, the amounts that have not 
yet been recognized in net periodic pension cost that would have been recorded as a component of 
accumulated other comprehensive loss, net of tax under SFAS I58 have been recorded as a regulatory asset as 
a Component of deferred charges and other assets and are comprised of the following: 

September 30, 
2007 

(In fhousands) 

Unrecognized transition obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 9,642 
Unrecognized prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3,478) 
Unrecognized actnarial loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  52,858 

$59,022 

Defined Benefii Plaits 

Employee Perision Plans 

As of September 30,2007, we maintained two defbed benefit plans: the Atmos Energy Corporation 
Pension Account Plan (the Plan) and the Atmos Energy corporation Retirement Plan fur Mississippi Valley 
Gas Union Employees (the Union Plan) (collectively referred to as the Plans). The Plans are held within the 
Atmos Energy Corporation Master Retirement Trnst (the Master Trust). 

The Plan is a cash balance pension plan, that was established effective January 1999 and covers 
stibstantially aLl employees of Atmos. Opening account halances were established for participants as of January 
1999 equal to the present value of their respective accrued beneEts under the pension plans which were 
previously in effect as of December 3 1, 1998. The Plan credits an allocation to each participant’s account at 
the end of each year according to a formula based on the participant’s age, service and total pay (excluding 
incentive pay). 

1999 for those participants who were participants in the prior pension plans. The Plan will credit this 
additional allocation each year through December 31, 2008. In addition, at the end of each year, a participant’s 

The Plan also provides €or an additional annual allocation based upon a participant’s age as of January 1,  
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account wiH be credited with interest on the employee’s prior year account balance. A special grandfather 
benefit also applies through December 3 1,2008, for participants who were at least age 50 as of January 1 ,  
1999, and who were participants in one of the prior plans on December 31, 1998. Participants fully vest i n  
their account balances after five years of service and may choose to receive heir account balances as a lump 
sum or an annuity. 

The Union Plan is a defined henefit plan that covers substantially ail full-time union employees in our 
Mississippi Division. Under chis plan, benefits are based upon years of benefit s m k  and average final 
earnings. Pruticipants vest in the plan after five years and will receive their benefit in an annuity. 

Generally, our funding policy is to contribute annually an amount in accordance with the requirements of 
the Employee Retirement Income Security Act of 1974. However, additional voluntary contributions are made 
from time to time as considered necessary. Contributions are intended to provide not only for benefits 
attributed to service to date but also for those expected to be earned in the future. 

During fiscal 2007, we were not required to make a minimum funding contribution and we made no other 
contribntions to the Plans. During fiscal 2006, we voluntady contributed $2.9 rniUion to the Union Plan. That 
contribution achieved a desired level of fknding by satisfying the minimum funding sequirements while 
maximizing the tax deductible contribution for this plan for plan year 2005. During fiscal 2005, we voluntarily 
contributed $3.0 million to the Master Trust to maintain the level of fimding we desire relative to our 
accumulated benefit obligation. We made the contribution because declining high yield corporate bond yields 
in the period leading up to our June 30, 2005 measurement date resulted in an increase in the present value of 
our plan liabilities. We are not required to make a minimurn funding contribution during fiscal 2008 nor do we 
anticipate making any voluntary contributions during fiscal 2008. 

We manage the Master Trust’s assets with the objective of achieving a rate of return net of inflation of 
approximately four percent per year. We make investment decisions and evaluate performance on a medium 
term horizon of at least three to five years. We also consider our current financial status when making 
recommendations and decisions regarding the Master Tmst’s assets. Finally, we strive to ensure the Master 
Trust’s assets are appropiiately invested to maintain an acceptable level of risk and meet the Master Trust’s 
long-term asset allocation policy. 

To achieve these objectives, we invest the Master Trust’s assets in equity securities, fixed income 
securities, interests in commingled pension trust funds, other investment assets and cash and cash equivalents. 
Investments in equity securities are diversified among the market’s various subsectors in an effort to &vms@ 
risk and maximize returns. Fixed income securities are invested in investment grade securities. Cash 
equivalents are invested in securities that either are short term (less than 180 days) or readily convertible to 
cash with modest risk. 

The following table presents asset aIlocation information for rhe Master Tivst as of September 30, 2007 
and 2006. 

Sccuriw Class 

Domestic equities . . . . . . . . .  
International equities. . . . . . .  
Fixed income. . . . . . . . . . . .  
Company stock. .......... 
Other assets . . . . . . . . . . . . .  
Cash and equivalents . . . . . .  

. . . .  

. . . .  

. . . .  

.... 

.... 

. . . .  

%gt?ted 
Allocation Tbnee 

....................... 45%-55% 

....................... 10%-20% 

....................... I0%-30% 

....................... 076-1 0% 

....................... 50/0-,15% 

....................... 0%- 10% 

Actud 
Allocation 

Septemher 30 
2007 2006 - -  
44.9% 44.3% 
15.2% 15.6% 
20.1% 18.8% 
8.5% 9.2% 
9.6% 10.7% 
1.7% 1.4% 
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At September 30, 2007 and 2006, the Plan held 1,169,700 shares of our common stock, which represented 
8.5 percent and 9.2 percent of total Master Trust assets. These shares generated dividend income for the Plan 
of approximately $1.5 million during fiscal 2007 and 2006. 

Our employee pension plan expenses and liabilities are determined on an actuarial basis and are affected 
by numerous assumptions and estimates including the market value of pIan assets, estimates of the expected 
return on plan assets and assumed discount rates and demographic data. We review che estimates and 
assumptions underlying our employee pension plans annually based upon a June 30 measurement date. The 
development of our assumptions is fully described in our significant accounting policies in Note 2. The 
actuarial assumptions used to determine the pension liability for the Plans were determined as of June 30, 
2007 and 2006 and the actuarial assumptions used to determine the net periodic pension cost for the Plans 
were determined as of June 30,2006,2005 and 2004. These assumptions are presented i n  the following table: 

Penqion 
Liability - Pension Cost 

2007 2006 2007 2006 2005 - - . _ _ - -  

Discount rate ..................................... 6.30% 6.30% 6.30% 5.00% 6.25% 
Rate of compensation increase . . . . . . . . . . . . . . . . . . . . . . . .  4.00% 4.00% 4.00% 4.00% 4.00% 
Expected return on plan assets ........................ 8.25% 8.25% 8.25% 8.50% 8.75% 

The following table presents the Plans' accumulated benefit obligation, projected benefit obligation and 

u107 2006 
(In thousands) 

funded status as of September 30,2007 and 2006. 

Accumulated benefit obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $325,574 $3 16,078 

Benefit obligation at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $326,464 $359,924 
Se~icecos t  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,090 13,465 
Interest cost. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20,396 17,932 
Actuarial loss (gain). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,034 (36,748) 
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (28,403) (28,109) 

Benefit obligation at end o€ year. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  335,581 326,464 

Fair value of plan assets at beginning of year ............................. 355,939 
Actual return on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  54,762 32,005 
Employer contributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 2,879 
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (28,403) (28,109) 

Fair value of plan assets at end o€ year. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  362,714 

Reconciliation: 
Funded status . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  53,492 36,250 
Unrecognized prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - (4,980) 
IJnrecognized net loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 65,646 

Net amount recognized ............................................... $ 53,492 $ 96,916 

Change in projected benefit obligation: 

Change in plan assets: 
362,714 

389,073 -.--I 
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Net periodic pension cost for the Plans for 2007, 2006 and 2005 is recorded as operating expense and 
included the following components: 

Year Ended Sentember 30 
u107 2006 2005 

(In thousands) 
-I_- - . . ~  - 

Components of net periodic pension cost: 
Service cost . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 13,090 $ 13,465 $ 10,401 

Expected return on assets ............................ (24,357) (25,598) (27,541) 
Amortization of prior service cost. . . . . . . . . . . . . . . . . . . . . .  (838) (959) (1,028) 
Recognized actuarial loss . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,253 10,469 6,276 

Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20,396 17,932 19,412 

-- - - 
Net periodic pension cost .......................... $ 16,544 $ 15,309 $ 7,520 --- --- 

Supplenzedal Execidtive Ben&ts Plaiis 

We have a nonqualified Supplemental Executive Benefits Plan which provides additional pension, 
disability and death benefits to our officers, division presidents and certain other employees of the Company 
who were employed on or before August 12, 1998. In addition, in August 1998, we adopted the Supplemental 
Executive Retirement Plan which covers all employees who become officers or division presidents after 
August 12, 1998 or any other employees selected by our Board of Directors at its discretion. 

supplemental executive benefit plans annually based upon a June 30 measurement date using the same 
techniques as our employee pension plans. The actuarial assumptions used to determine the pension liability 
for the supplemental plans were determined as of June 30,2007 and 2006 and the actuarial assumptions used 
to determine the net periodic pension cost for the supplemental plans were determined as of June 30,2006, 
2005 and 2004. These assumptions are presented in the following table: 

Similar to OUT employee pension plans, we review the estimates and assumptions undeslying our 

Pension 
Liability - Pension Cost - 

2007 M06 M07 2.006 200.5 ~ - - ~ -  
Discount rate.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6.30% 6.30% 6.30% 5.00% 6.25% 
Rate of compensation increase . . . . . . . . . . . . . . . . . . . . . . . .  4.00% 4.00% 4.00% 4.00% 4.00% 
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The following table presents the supplemental plans' accmiilated benefit obligation, proJ'ected benefit 
obligation and funded status as of September 30,2007 and 2006. 

2007 2006 
(In thousands) 
-- 

Accumulated benefit obligation ................................. $ 86,976 $ 79,209 -- 
__I____ 

Change in projected benefit obligation: 
Benefit obligation at beginning of year ........................... $87,499 $97,941 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,955 
Actuarial loss (gain) ......................................... 719 (14,618) 
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4,434) (3,780) 

Benefit obligation at end of year. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  92,350 87,499 

Fait- value of plan assets at beginning of year. . . . . . . . . . . . . . . . . . . . . . .  

Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4,434) (3,780) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,001 Service cost 2,981 
Interest cost 5,585 

- -- 

Change in plan assets: 
_I - 

Employer contribution. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,780 4,434 

~ --- 
- _." -- ........................... Fait- value of plan assets at end of year 

Reconciliation: 
Funded status. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (92,350) (87,499) 

-I- 1,684 TJnrecognized psior service cost. ................................ 
....................................... - 22,927 

Accrued pension cost ........................................ $(92,350) $(62,888) 
-- Unrecognized net loss. 

-- -- 
Assets for the supplemental plans are held in separate rabbi trusts and comprise the following: 

UIUealized 

Cost Gain Value 
(In thousands) 

Holding Market 

As of September 30,2007: 
Domestic equity mutual funds . . . . . . . . . . . . . . . . . . . . . . . . .  $32,781 $2,793 $35,574 
Foreign equity mutual funds. . . . . . . . . . . . . . . . . . . . . . . . . . .  4,618 1,855 6,473 

$37,399 $4,648 $42,047 
- - -  
- - -  - - -  

As of September 30,2006: 
Domestic equity mutual funds . . . . . . . . . . . . . . . . . . . . . . . . .  $30,562 $1,099 $31,661 
Foreign equity mutual funds . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,975 1,542 7 5  17 

$36,537 $2,641 $39,178 - - -  - - -  
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At September 30,2007, we maintained an investment in one domestic bond fund that was in an 
unrealized loss position as of September 30, 2007. Information concerning unrealized losses for our 
supplemental plan assets follows: 

12 Months or More 

Fair Value Loss Fair Value Loss 

_. Less Than 12 Months 
Unrea l i i  Unrealized 

(In thousands) 

. . . . . . . . . . . . . . . . . . . . . . .  $16,124 $269 - $-- . . . . - -  - Domestic bond fund. $- - - - 
Because this fund is only used to fund the supplemental plans, we evaluate investment performance over 

a long-term horizon. Based upon our intent and ability to hold this investment, our ability to direct the source 
of the payments in order to maximize the life of the portfolio, the improved investment returns in the last year 
and the fact that this fund continues to receive good ratings fiorn mutual k n d  rating companies, we do not 
consider this impairment to be other-than-temporary as of September 30, 2007. 

Net periodic pension cost for the supplemental plans for 2007, 2006 and 2005 i s  recorded as operating 
expense and included the following components: 

Year Ended September 30 
2007 2006 2005 

(In thousands) 

-- 
- - -- 

Components of net periodic pension cost: 
Senricecost.." . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2,981 !$ 3,001 $2,144 
Interest cost. ........................................ 5,585 4,955 4,658 

4 Amortization of transition asset -- _- 

Amortization of prior service cost ........................ 1,020 1,022 1,022 
Recognized actuarial loss.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,482 2,789 1,290 

Net periodic pension cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1 1,068 $1 1,767 $9,118 

. . . . . . . . . . . . . . . . . . . . . . . . . .  

- - -- 
- ~ -  --- 

Supplemental Disclosures For Defined Benejit Plans wifh Accurnulated BeneJTt Obligatioris in fi-cess of Plan 
A.WtS 

The iollowing summarizes key information for our defined benefit plans with accumulated benefit 
obligations in excess or plan assets. For fiscal 2007 and 2006 the accumulated benefit obligation for our 
supplemental plans exceeded the fair value of plan assets. 

Supplemenbl Plans 
2007 2006 

(In thousands) 
-- 

Projected Benefit Obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $92,350 $87,499 
Accumulated Benefit Obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  86,976 79,209 
Fair Value of Plan Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  __ - 
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Estimated Future BeneJcit Payments 

The following benefit payments for our defined benefit plans, which reflect expected fiiture service, as 
appropriate, are expected to be paid in the following years: 

Pension Supplemental 

2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 27,486 $ 4,512 
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  28,080 4,794 
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29,184 5,685 
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29,200 5,647 
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29,600 5,630 
2013-2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  '157,622 32,129 

Postretirement Benefits 

At September 30, 2007, we sponsored the Retiree Medical Plan for Retirees and Disabled Employees of 
Atmos Energy Corporation (the Atmos Retiree Medical Plan). This plan provides medical and prescription 
drug protection to aII qualified participants based on their dare of retirement. The Atmos Retiree Medical Plan 
provides diflerent levels of benefits depending on the level of coverage chosen by the participants and the 
terms of predecessor plans; however, we generally pay 80 percent of the projected net claims and administra- 
tive costs and participants pay the remaining 20 percent of this cost. 

Generally, our funding policy is to contribute annually an amount in accordance with the requirements of 
the Employee Retirement Income Security Act of 1974. However, additional voluntary contributions are made 
annually as considered necessary. Contributions are intended to provide not only for benefits attributed to 
service to date but also for those expected to be earned in the future. We expect to contribute $12.0 million to 
our postretirement benefits plan during fiscal 2008. 

We maintain a formal investment policy with respect to the assets in our postretirement benefits plan to 
ensure the assets iilnding the postretirement benefit plan are appropriately invested to maintain an acceptable 
level of risk. We also consider our current financial status when making recommendations and decisions 
regarding the postretirement benefits plan. 

We currently invest the assets funding ow postretirement benefit plan in money market funds, equity 
mutual funds, fixed income funds and a balanced fund. The following table presents asset docation 
information for the poshtirement benefit plan assets as of September 30, 2007 and 2006. 

Security Class 

Adudl 
Allocation 

September 30 
2007 2006 -~ 

Diversified investment fund''). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  98.4% 100% 
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.6% - 

This fund invests in a diversified portfolio of common stocks, preferred stocks and fixed income securities. 
It may invest up to 75 percent of assets in common stocks and convertible securities. 
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Similar to our employee pension and supplemental plans. we seview the estimates and assumptions 
underlying our postretirement benefit plan annually based upon a June 30 measurement date using the same 
techniques as OUT employee pension plans . ”be actuarial assumptions used to determine the pension liability 
for oar postretirement plan were determined as of June 30. 2007 and 2006 and the actuarial assumptions used 
to determine the net periodic pension cost for the postretirement plan were determined as of June 30. 2006. 
2005 and 2004 . The assumptions are presented in the foollowing table: 

Posfrefirement 
tiabiiig Postretirement Cost 

2007 2006 2007 M06 2.005 ...... 
Discount rate .................................. 6.30% 6.30% 6.30% 5.00% 6.25% 
Expected return on plan assets . . . . . . . . . . . . . . . . . . . . . .  5.00% 5.20% 5.20% 5.30% 5.30% 
Initial tfend rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8.00% 8.00% 8.00% 9.00% 10.00% 
Ultimate trend rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5.00% 5.00% 5.00% 5.00% 5.00% 
Ultimate trend reached in . . . . . . . . . . . . . . . . . . . . . . . . .  2010 2010 2010 2010 2010 

The following tahle presents the postretirement plan’s benefit obligation and funded status as of 
September 30, 2007 and 2006 . 

2.006 -- 2.007 
fJn thousands) 

Change in benefit obiigation: 
Benefit obligation at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . .  
Servicecost ............................................. 
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Plan participants’ contributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Actuarial loss (gain) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Benefitspaid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Subsidy payments ......................................... 
Benefit obligation at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Fair value of plan assets at beginning of year . . . . . . . . . . . . . . . . . . . . .  
Actual return on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Employer contributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Plan participants’ contributions ............................... 

Change in plan assets: 

Benefitspaid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Fair value of plan assets at end of year ......................... 

Reconciliation: 
Funded status . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Unrecognized transition obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Unrecognized prior service cost ................................. 
Unrecognized net loss ........................................ 

$ 160. 901 
1 1. 228 
1 0. 561 
3. 605 

470 
(1 1. 305) 

1 25 

175. 585 

44. 800 
6. 371 

11. 899 
3. 605 

(1 1. 305) 

55. 370 
-- 

(120. 215) 
. 
. 

. 

$ 170. 930 
13. 083 
8. 840 
1. 340 

(22. 657) 
(10. 695) 

60 

160. 901 

39. 843 
3. 703 

10. 609 
1. 340 

( I  0. 695) 

44. 800 

(116. 101) 
11. 154 

33 
3. 060 

Accrued postretirement cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $( 120. 215) $( 101. 854) 
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Net periodic postretirement cost for 2007,2006 and 2005 is recorded as operating expense and included 
the components presented below. 

Year Ended September 30 
2007 2006 2005 

(In thousands) 
- - -- 

Components o i  net periodic postretiiement cost: 
Servicecost. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $11,228 $13,083 $ 9,968 

8,840 9,369 Interest cost. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,561 
Expected return on assets” . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,388) (2,187) (2,070) 
Amortization of transition obligation ..................... 1,512 1,511 1,511 
Amortization of pnor service cost. . . . . . . . . . . . . . . . . . . . . . . .  33 36 1 386 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 1,280 622 Recognized actuarial loss. --- 
Net periodic postretirement cost . . . . . . . . . . . . . . . . . . . . . . .  $20,946 $22,888 $19,786 --- --- 

Assumed health care cost trend rates have a significant effect on the amounts reported €or the plan. A 
one-percentage point change in assumed health care cost trend rates would have the following effects on the 
latest actuarial calculations: 

&Percentage 1-Percentage 
Point Increase Point Decrease 

(IJI thousands) 

Effect on total service and interest cost components . . . . . . . . . . . . . .  $ (3,113) 
Effect on postretirement benefit obligation . . . . . . . . . . . . . . . . . . . . .  $20,396 $(17,178) 

We are currently recovering other postretirement benefits costs thug11 our regulated rates under 

$ 3,771 

SFAS 106 a c c d  accounting in substantially all of our service areas. Other postretirement benefits costs have 
been specifically addressed in rate orders in each ,jurisdiction served by our KentuckyMid-States Division and 
our Mississippi Division or have been included in a rate case and not disallowed. Management believes that 
accrual accounting in accordance with SFAS 106 is appropriate and will continue to seek rate recovery of 
accrual-based expenses in its ratemaking jurisdictions that have not yet approved the recovery of these 
expenses. 

Estitmted Future Benefit Paytiierm 

The following benefit payments paid by us, retirees and prescription drng subsidy payments for our 
postretirement benefit plans, which reflect expected future service, as appropriate, are expected to be paid in 
the following years: 

Cnmpany 
Payments 

2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $12,006 
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,475 
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,720 
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,129 
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,402 
2013-2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  87,830 

Retiree Subsidy 
Payments Payments 

(In thousands) 

$ 2,712 $155 
3,090 163 
3,459 171 
3,861 87 
4,254 - 

27,7 12 - 

~~ 

Total 
Postretirement 

BeXlefitS 

$ 14,873 
12,728 
14,350 
16,077 
17,656 

1 15,542 
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Defied Contribution Plans 

As of September 30, 2007, we maintained t h~ee  defiled contribution benefit plans: the Atmos Energy 
Corporation Retirement Savings Plan and Trust (the Retirement Savings Plan), the Atmos Energy Corporation 
Savings Plan for MVG Union Employees (the Union 401R Plan) and the Atmos Energy Marketing, LLC 
401K Profit-sharing Plan (the AEM 401K Profit-sharing Plan). 

The Retirement Savings Plan covers substantially all regulated employees and is subject to the provisions 
of Section 401(k) o i  the Internal Revenue Code. Participants may elect a salary reduction ranging from a 
-urn of one percent up to a maximum of 65 percent of eligible compensation, as defined by the Plan, not 
to exceed the maximum allowed by the Internal Revenue Service. We match 100 percent of a participant’s 
contributions, limited to four percent of the participant’s salary, in ow common stock. However, participants 
have the option to immediately transfer this matching Contribution into other funds held within the plan. 
Participants are eligible to receive matching contributions after completing one year of service. Participants are 
also permitted to take out loans against their accounts subject to certain restrictions. 

The Union 401K Plan covers substantially ali Mississippi Division employees who are members of the 
International Chemical Workers Union Council, United Food and Commercial Workers Union Tnternational 
(the Union) and is subject to the provisions of Section 401 (k) o i  the hternal Revenue Code. Employees of the 
Union autoniatically become participants of the tJnion 401K plan OD the date of union employment. We match 
50 percent of a participant’s contribution, limited to six percent of the participant’s eligible contribution. 
Participants are also permitted to take out loans against their accounts subject to certain restrictions. 

Matching contributions to the Retirement Savings Plan and the Union 401K Plan are expensed as incurred 
and amounted to $8.3 million, $7.0 million, and $5.7 million for 2007,2006 and 2005. The Board of Directors 
may also approve discretionary contributions, subject to the provisions of the Internal Revenue Code of 1986 
and applicable regulations of the Internal Revenue Service. No dismetionary contributions were made for 
2007,2006 OJ 2005. At September 30,2007 and 2006, the Retirement Savings Plan held 3.1 percent and 
3.2 percent of our outstanding common stock. 

The AI34 401R Profit-sharing Plan covers substantially all AFM employees and is subject to the 
provisions of Section 401 (IC) of the Internal Revenue Code. Participants may elect a salary reduction ranging 
from a mninimurn of one percent up to a maximurn of 65 percent of eligible compensation, as defined by the 
Plan, not to exceed the maximum allowed by the Internal Revenue Service. The Company may elect to make 
safe harhor contributions up to 3 percent of the employee’s salary which vest immediately. The Company may 
also make discretionary profit sharing contributions to the AEM 401 R Profit-sharing Plan. Participants become 
fully vested in the discretionary profit-sharing contributions after three years of service. Participants are also 
permitted to take out loans against their accounts subject io certain restrictions. Discretionary contributions to 
the AEM 401K Profit-sharing Plan are expensed as incurred and amounted to $0.8 miKion, $0.8 million and 
$0.6 million for 2007,2006 and 2005. 
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10. Details of Selected Consolidated Balance Sheet Captions 

The following tables provide additional information regarcling the composition of certain of our balance 
sheet captions. 

Accounts receivable 

Accounts receivable was comprised of the following at September 30, 2007 and 2006: 
September 30 

2007 2006 -.- 
(In thousands) 

Billed accounts receivable ...................................... $325,721 $321,279 
UnhiIled revenue. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  44,913 44,607 
Other accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  25,659 22,429 

Total accounts receivable. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  396,293 388$15 
Less: allowance for doubtful accounts ............................. (1 6,160) (1 3,686) 

Net accounts receivable . . . . . . . . . . . . . . . . .  . . -  . . . . . . . . . . . . . . . . . . . .  $380,133 $374,629 

Other current assets 

Other current assets as of Septemba 30,2007 and 2006 were comprised of the following accounts. 
September 30 

2007 2006 
-I__ 

(In thousands) 

Assets from risk management activities . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 21,849 
Deferred gas cost ............................................ 14,797 
Taxes receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  33,002 
Current deferred tax asset . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,644 
Prepaid expenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16,5 10 

Carrent portion of leased assets receivable .......................... 2,973 
Materials and supplies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,563 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,551 

Total. . . . . . . . . . . . . . . .  . . . . . . . . .  .... ........................ 

$ 12,553 
44,992 
56,034 

16,379 
2,973 
6,088 

1 1,990 

18,943 

. $112,909 $169,952 
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Propea,  plant and equipment 

Property, plant and equipment was comprised of the following as of September 30,2007 and 2006: 
September 30 

2007 2006 
(In tbousmds) 

Production plant. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 12,578 $ 12,563 
Storage plant. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  149,164 1 18,902 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  863,882 Transmission plant 9093 82 

General plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  560,400 541,852 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  67,168 85,059 Intangible plant. 

5,326,621 5,026,478 
Construction in progress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  69,449 74,830 

5,396,070 5,101,308 
Less: accumulated depreciation and amortization . . . . . . . . . . . . . . . . .  (1,559,234) (1,472,152) 

Distribution plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,627,729 3,404,220 

-..-.I___ -- 

Net property, plant and equipment .......................... $ 3,836,836 $ 3,629,156 

Deferred charges and other assets 

Deferred charges and other assets as of September 30, 2007 and 2006 were comprised of the following 
accounts. 

September 30 
2007 2006 

(In thousands) 
-- 

Pension plan assets in excess of plan obligations . . . . . . . . . . . . . . . . . . . . .  $ 55,785 $ 96,916 
Marketable securities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  42,047 39,178 
Long-term receivable on leased assets ............................. 13,467 16,440 
Regulatory assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  90,825 30,823 
Deferred financing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  39,866 42,673 
Assets from risk management activities . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,535 6,186 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,969 2,109 

Total. . . . . . . . . . .  ........ . . . . .  ........ . . . . . . . . . . . . . . . . . . . . . .  $253,494 $234,325 
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Oiher current liabilities 

Other current liabilities as of September 30. 2007 and 2006 were comprised of the following accounts . 
September 30 

(In thousands) 

- 
2006 .- 2007 

Customer deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 83. 833 $102, 555 
Accrued employee costs ....................................... 35, I88 27. 276 
Deferred gas costs. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  84. 043 68, 959 
Accnied interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  51, 523 54. 892 
Liabilities from risk management activities ......................... 21. 339 30. 669 
Taxes payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  50. 288 50. 673 
Pension and postretirement obligations ............................. 
Regulatory cost af removal accrual . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  241 82 ZS, 114 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  46, 347 29. 463 

8. 850 13, 250 

Total . . . . . .  ........................ ........................ $409. 993 $388. 451 

Deferred credits and other liabilities 

Deferred credits and other Liabilities as of September 30. 2007 and 2006 were comprised of the following 
accounts . 

September 30 
2007 2006 
(In thousands) 

Postretirement obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1 11. 365 $ 93. 004 
Retirement plan obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  90. 243 62. 888 
Customer advances for construction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18. 173 17. 481 

............................................. 4. 049 Deferred revenue 2. 783 
Regulatory liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7. 503 IO. 825 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1. 061 Other 4. 509 

To tal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $243. 542 $204. 378 

Asset retirement obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8. 966 15. 070 
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11. Earnings Per Share 

Basic and diluted earnings per share for the years ended September 30 are calculated as follows: 
2006 2005 BO7 -- 

(In fhousands, except per share data) 

Net income ....................................... $168,492 $147,737 $135,785 

common shares.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  86,975 80,731 78,508 

Restricted and other shares.. . . . . . . . . . . . . . . . . . . . . . . . .  620 55 1 360 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  150 108 144 Stock options 

common shares.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  87,745 81,390 79,012 

- 
Denominator for basic income per share - weighted average 

Effect of dilutive securities: 

I- .- 
Denominator for diluted income per share - weighted average 

Net income per share-basic ......................... $ 1.94 $ 1.83 $ 1.73 

Net income per share-diluted ........................ $ 1.92 $ 1.82 $ 1.72 

There were no out-of-the-money options excluded from the computation of diluted earnings per share for 
the year ended September 30,2007, 2006 and 2005. 

12. Income Taxes 

The components of income tax expense from continuing operations for 2007, 2006 and 2005 were as 
follows: 

Ut07 2006 2005 
(In thousands) 

- - _ I _ _  

Current 
Federal ........................................... $22,616 $ 838 $61,508 
State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,810 2,623 8,569 

Deferred 
Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  56,349 77,154 11,453 
State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,772 9,024 1,217 

Investment tax credits .................................. (455) (486) (514) 

$94,092 $89,153 $82,233 --- 
- _ _ I -  
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Reconciliations of the provision for income taxes computed at the statutory rate to the reported provisions 
for income taxes from continuing operations for 2007. 2006 and 2005 are set forth below: 

2007 2006 2005 
(In thousands) 

.- - . 
Tax at statutory rate of 35% . . . . . . . .  ............. I ....... $91, 904 $82, 912 $76, 306 

Depreciationlamortization I) . . . . . . . . . . . .  . .  . ~ .. I ... ~ . .... (44, 727) 
Tax exempt income ... ). ( I  , 890) 

Common stock dividends deductible for tax reporting . I ......... ( 1 ,  233) (1, 1SO) (I, 088) 
. . 
_- . ... . . . .  I ....................... 

State taxes (net of federal benefit) .......... ~ . . . . . .  I . . . .  I 10, 253 7, 570 6. 361 
Other, net . . . . . . . _ .  . . . . . . .  654 . . . _ . ._ . . . .  . . . . . _ . . .  _ . . . . .  (215) (149) 
h o m e  tax expense . . . . . . . . . . . . . . . . . . . . . . . .  , , . . . . . . . . . .  $94. 092 $89. 153 $82. 233 --- 
Deferred income taxes reflect the tax effect of differences between the basis of assets and Liabilities for 

book and tax purposes . The tax effect of temporary differences that gave rise to significant components of the 
deferred tax liabilities and deferred tax assetS at September 30. 2007 and 2006 are presented below: 

2507 2006 
(In thousands) 

Deferred tax assets: 
Costs expensed for book purposes and capitalized for tax purposes . . . . .  
Accruals not currently deductible for tax purposes . . . . . . . . . . . . . . . . .  

Nonqualii5ed benefit plans ................................... 
Customer advances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Postretirement benefits ..................................... 
Treasury lock agreement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Unamortized investment tax credit . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Regulatory Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Tax net operating loss and credit canyforwards . . . . . . . . . . . . . . . . . . .  
Gas cost adjustments ....................................... 
Othe.. net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total deferred tax assets ................................... 

DZerence in net book value and net tax !laXue of assets ............. 

Gas cost adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Regulatory assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Cost capitalized for book purposes and expensed for tax purposes ..... 

Other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Total deferred tax liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Net deferred tax liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Deferred tax liabilities: 

Pension funding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Difference between book and tax on mad: to market accounting . . . . . . .  

SFAS No . 109 deferred credits for rate regulated entities . . . . . . . . . . . . . .  

$ 15. 047 
1 I .  097 
6. 906 

33. 111 
40. 984 

8. 735 
SO6 
966 

2. 505 

3.976 
- 

123. 833 

(426. 772) 
(30. 557) 
(12. 547) 
(1. 131) 
(5. 184) 

(1 1. 766) 
( ~ 7 8  1) 

(489. 738) 

$(365. 905) 

$ 2. 541 

$ 6. 469 
7. 709 
6. 643 

26. 337 
37. 558 
12. 589 

680 
1. 460 
5. 623 

1 4 3 4  9. 
4. 525 

129. 027 

(364. 438) 
(37. 188) 

... 

( I  . 695) 
(1 6 1  8) 
(9. 536) 
(1. 781) 

(416. 256) 

$(287. 229) 

$ 2. 687 
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We have tax carryionvards related to state net operating losses amounting to $2.5 million. Depending on 
the jurisdiction in which the net operating loss was generated, the state net operating losses will begin to 
expire between 2012 and 2027. 

tax returns. We believe all material tax items which relate to the years under audit have been properly accrued. 
The Internal Revenue Service is currently conducting a routine examination of our fiscal 2002, 2003 and 2004 

13. Commitments and Contingencies 

Litigation 

Colorado-Kansus Division 

We are a defendant in a lawsuit originally filed by Quinque Operating Company, Tom Boles and Robert 
Ditto in September 1999 in the District Court of Stevens County, Kansas against more than 200 companies in 
the natural gas industry. The plaintiffs, who purport to represent a class of royalty owners, allege that the 
defendants have underpaid royalties on gas taken from wells situated on non-federal and non-Indian Iands in 
Kansas, predicated upon allegations that the defendants' gas measurements were inaccurate. The plaintiffs 
have not specifically alleged an amount of damages. We are also a defendant, along with over 50 other 
companies in the natural gas industry, in another proposed class action lawsuit Wed in the same court by Will 
Price, Tom Boles and The Cooper Clarke Foundation in May 2003 involving similar allegations. We believe 
that the plaintiffs' claims are lacking in  merit and we intend to vigorously defend these actions. 'While the 
results cannot be predicted with certainty, we believe the final outcome of such litigation will not have a 
material adverse effect on our financial condition, results of operations or cash flows. We were also a 
defendant in another lawsuit entitled I n  Re Natural GUT Royalties Qui Tanr Litigahon, involving similar 
allegations filed in June 1997 in the United States District Court for the District of Colorado, which was later 
transierred to the United States District Court for the District of Wyoming, where it was consolidated with 
approximately 50 additional lawsuits in October 1999. In October 2006, the District Court granted the 
defendants' motion to dismiss this lawsuit for lack of subject matter jurisdiction. The plaintiffs have appealed 
this dismissal order, which has yet to be ruled on by the United States Court of  Appeals for the Tenth Circuit. 

We are a party to other litigation and claims that have arisen in the ordinary course of our business. 
While the results of such litigation and claims cannot be predicted with certainty, we believe the Linal outcome 
of such litigation and claims will not have a material adverse effect on our financial condition, results of 
operations or cash flows. 

Eiwiroitrnentul M a r s  

Fnrtner Manr@zchdred Gas Plani Sites 

We are the owner or previous owner of former mamfactured gas plant sites in Johnson City and Bristol, 
Tennessee, Keokuk, Iowa, and Hannibal, Missouri, which were used to supply gas prior to the availability of 
natural gas. The gas manufacturing process resulted in certain byproducts and residual materials, including 
coal tar. The rrianufactnring process used by OUT predecessors was an acceptable and satisfactory process at the 
time such operations were being conducted. 

Under current environmental protection laws and regulations, we may be responsible for response actions 
witb respect to such materials if response actions are necessary. We have taken removal actions with respect to 
the sites that have been approved by the applicable regulatory authorities in Tennessee, Iowa and Missouri. 

We are a paity to other environmental matters and claims that have arisen in the ordinary course of OUT 
business. While the ultimate results of response actions to these environmental matters and claims cannot be 
predicted with certainty, we believe the final outcome of such response actions will not have a material 
adverse effect on our financial condition, results of operations or cash flows because we believe that the 
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expenditures related to such response actions will either be recovered through rates, shared with other parties 
or are adequately covered by insurance. 

Purcliase Commitments 

AEM has commitments to purchase physical quantities of natural gas under contracts indexed to the 
forward NYMEX ship or ked price contracts. At September 30,2007, AEM was committed to purchase 
80.4 Bcf within one year, 38.1 Bcf within one to three years and 1.4 Bcf after three years under indexed 
contracts. AEM is committed to purchase 2.4 Bcf within one year and 0.1 Bcf within one to three years under 
rued price contracts with prices ranging from $5.69 to $9.85 per Mcf. Purchases under these contracts totaled 
$2,0651 million, $2,124.3 million and $1,421.2 d o n  for 2007, 2006 and 2005. 

severai vendors that generally cover a period of up to one year. Commitments for estimated base gas volumes 
are established under these contracts on a monthly basis at contractually negotiated prices. Commitments for 
incremental daily purchases are made as necessary during the month in accordance with the terms of the 
individual contract. 

Our natural gas distribution divisions, except for our Mid-Tex Division, maintain supply contracts with 

Our Mid-Tex Division nmiutains long-term supply contracts to ensure a reliable source of gas for our 
customers in its service area which obligate it to purchase specified volumes at market prices. The estimated 
commitments under these contracts as of September 30,2007 are as follows (in thousands): 

2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $430,416 
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  163,302 
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  103,649 
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,460 
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,632 
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,921 

$729,380 

14. Leases 

Leasing Operations 

Atmos Power Systems, Inc. constructs eIectric peaking power-generating plants and associated far;iliaes and 
enters into agreements to either lease or sell these plants. We completed a sales-type lease (ransaction for one 
distributed electric generation plant in 2001 and a second sales-type lease transaction in 2003. In connection with 
these lease transactions, as of September 30,2007 and 2006, we had receivables of $16.4 d o n  and $19.4 millian 
and recognized income of $1 .5 million, $1.7 million and $1.6 million for fiscal years 2007,2006 and 2005. The 
future minimum lease payments to be received for each of the five succeeding years are as follaws: 

Minimum 
Lease 

Receipts 
Qo thousands) 

2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2,973 
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,973 
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,973 
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,973 
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,973 
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,575 
Total minimum lease receipts. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $I 6,440 
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Capital and Operating Imses 

We have entered into non-cancelable operating leases for office and warehouse space used in our 
operations. The remaining lease tems range from one to 20 years and generally provide for the payment of 
taxes, insurance and maintenance by the lessee. Renewal options exist for certain of these leases. We have also 
entered into capital leases for division offices and operating facilities. Property, plant and equipment included 
amounts for capita3 leases of $4.6 Inillion and $5.8 million at September 30, 2007 and 2006. Accumulated 
depreciation €or these capital leases totaled $3.2 million and $4.2 miltion at September 30, 2007 and 2006. 
Depreciation expense for these assets is included in consolidated depreciation expense on the consolidated 
statement of income. 

The related future minimurn lease payments at September 30,2007 were as follows: 
Capital Operating 
LRaSes Leases 

(In thousands) 

2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 362 $ 16,923 
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  311 16,028 
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  291 14,929 
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  186 14,200 
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  186 14,047 
Thereafter. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,008 95,278 

Total minimum lease payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,344 $171,405 

Less amount representing interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Present value of net minimum lease payments . . . . . . . . . . . . . . . . . . . . . . . . .  

Consolidated lease and rental expense amounted to $ 1  1.3 million, $1 1.4 million and $9.5 million for 

986 

$1,358 

fscal2007, 2006 and 2005. 

15. Concentration of Creedit Risk 

Credit risk is the risk of financial loss to us if a customer fails to perform its contractual obligations. We 
engage in transactions for the purchase and sale of products and services with major companies in the energy 
industry and with industrial, commercial, residential and municipal energy consumers. These transactions 
principally occur in the southern and midwestern regions of the United States. We believe that this geographic 
concentration does not contrjbute significantly to our overall exposure to credit risk. Credit risk associated 
with trade accounts receivable for the natural gas distribution segment i s  mitigated by the large number of 
individual customers and diversity in our cvstomer base. The credit risk for our other segments i s  not 
significant 

Customer diversification also helps mitigate AEM's exposure to credit risk. AEh4 rnaintains credit 
policies with respect to its counterparties that it believes minimizes overall credit risk. Where appropriate, such 
policies include the evaluation of a prospective counterparty's financial condition, collateral requirements and 
the use of standardized agreements that facilitate the netting of cash flows associated wilb a sirigle 
counterparty. AEM also monitors the financial condition of existing counterparties on an ongoing basis. 
Customers not meeting minimum standards are required to provide adequate assurance of financial 
performance. 

AEM maintains a provision for credit losses based upon factors surrounding the credit risk of customers, 
historical trends and other information. We believe, based on our credit policies and our provisions for credit 
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losses, that our financial position, results of operations and cash flows will not be materially affected as a 
result of nonperformance by any single counterparty. 

AEM’s estimated credit exposure is monitored in terms of the percentage af its customers, including 
affiliate customers, that are rated as investment grade versus non-investment grade. Credit exposure i s  defined 
as the total of (1) accounts receivable, (2) delivered, but unbilled physical sales and (3) mark-to-market 
exposure for sales and puschases. Investment grade determinations are set internally by AEM’s credit 
department, but are primarily based on external ratings provided by Moody’s Investors Service Inc. (Moody’s) 
andor Standard & Poor’s Corporation (S&P). For non-rated entities, the default rating for municipalities is 
investment grade, while the defadt rating for non-guaranteed industrials and commercials i s  non-investment 
grade. The following table shows the percentages related to the investment ratings as of September 30, 2007 
and 2006. 

September 30, September 30, 
2507 2006 

Investment grade . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  53% 40% 
.................................... 60% 47% Non-investment grade. - 

..... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  100% 100% Total 
- 
- - - - 

The following table presents our derivative counterparty credit exposure by operating segment based upon 
the unrealized fair value of our derivative contracts that represent assets as of September 30, 2007. Investment 
grade counterparties have minimum credit ratings of BBB-, assigned by Standard 62 Poor’s Rating Group; or 
Baa3, assigned by Moody’s Investor Service. Nan-investment grade counterparties are composed of counter- 
parties that are below investment ,mde or that have not been assigned an internal investment grade rating due 
to the short-term nature of the contracts associated with that counterparty. This category is composed of 
numerous smaller counterparties, none of which is individually significant. 

Natural Gas Natural Gas 
Distribution Marketing 
Segment”) Segment Consolidated 

(In thousands) 

Investment grade counterparties ..................... $- $26,684 $26,684 
. . . . . . . . . . . . . . . . .  700 700 

- $- $27,384 $27,384 

-. Non-investment grade counterparties - 

- 

(l) Counterparty risk for our natural gas distribution segment is minimized because hedging gains and losses 
are passed through to our customers. 

16. Supplemental Cash Bow Disclosures 

Supplemental disclosures of cash flow information for 2007, 2006 and 2005 are presented below. 

2007 2006 2005 
(In thousands) 

Cash paid for interest. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $151,616 $149,031 $103,418 
Cashpaidforincoinetaxcs.. .......................... $ 8,939 $ 77,265 $ 51,490 

There were no significant noncash investing and financing transactions during fiscal 2007, 2006 and 
200.5, All cash flows and noncash activities reIated to our commodity derivatives are considered as operating 
activities. 
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17. Segment Information 

Atmos Energy Corporation and its subsidiaries are engaged primarily in the regulated natural gas 
distribution, transmission and storage business as well as ocher tionregulated businesses. We distribute natural 
gas through sales and transportation arrangements to approximately 3.2 million residential, comiercial, public 
authority and industrial customers ttirough our six regulated natural gas distribution divisions, which cover 
service areas located in 12 states. In addition, we transport natural gas for others through our distribution 
system. 

Through our nonregulated businesses, we primarily provide natural gas management and marketing 
services to municipalities, other local distribution companies and industrial customers located in 22 states. 
Additionally, we provide natural gas transportation and storage services to certain of our natural gas 
distribution operations and to third parties. 

Though August 3 1, 2007, our operations were divided into four segments: 

* The uh'lity segnrent, which included our regulated natural gas distribution and selated sales operations, 

* The natural gas marketing segment, which included a variety of nonre,@ated natural gas management 
services, 

* The pipeline and storage segtnenf, wkich included our regulated and nonregulated natural gas 
transmission and storage services and 

* The other nnrtutility seginent, which included all of our other nonre,aulated nonutility operations. 

During the fourth quarter of fiscal 2007, we completed a series of organizational changes and began 
reporting the results of our operations under the following new segments, effective September 1, 2007: 

0 The nafural gas disfribution segtizenf, formerly referred to as the utility segment, includes our regulated 
natural gas distribution and related sales operations. 

The regulated transmissioii and storage segtirenf includes the regulated pipeline and storage operations 
of the Atmos Pipeline -Texas Division. These operations were previously included in the pipeline and 
storage se,ament. 

0 The natural ga,v marketing segment remains unchanged and includes a variety of nonregulated natural 
gas management services. 

The pipeline, sforage and other segment is primarily comprised of our nowegulated natural gas 
transmission and storage services, which were previously included in the pipeline and storage segment. 

Our determination of reportable se,ments considers the strategic operating units under which we rnanage 
sales of various products and services to customers in differing regulatory environments. Although our natural 
gas distribution segment operations are geogsaphicdy dispersed, they are reported as a single segment as each 
natural gas distribution division has sirnilar economic characteristics. The accounting policies of the segments 
are the same as those described in the summary of significant accounting policies. We evaluate performance 
based on net income or loss of' the respective operating units. Interest expense is allocated pro rata to each 
segment based upon our net investment in each seagnent. Income taxes are allocated to each seapent as if' 
each segment's taxes were calculated on a separate r e m  basis. 
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Summarized income statements and capital expenditures by segment are shown in the following tables. 
Year Ended September 30,2007 - 

Regulated Pipeline, 
Natural Gas 'Rammission Nalurat Gas Storage 
Distribution and Storage Marketing and Other EIiminations ConsoIidated 

(Xn thousands) 

Operating revenues from external 
parties.. . . . . . . . . . . . . . . . . . . .  $3,358,147 $ 84,344 $2,432,280 $23,660 $ - $5,898,431 

Intersegment revenues . . . . . . . . . . .  618 78,885 719,050 9,740 (808,293) 

3,358,765 163,229 3,151,330 33,400 (S08,293) 5,898,431 
Purchased gas cost . . , . . . . . . , . 2,406,081 - 3,047,019 792 (805,543) 4,648,349 

Gross profit. . . . . . . . . . . . . . . . .  952,684 163,229 104,311 32,608 (2,750) 1,250,082 
Operating expenses 

Operation and maintenance . . . . .  379,175 
Depreciation and amortization . . .  177,188 
Taxes, other than income. . . . . . .  171,845 
Impairment of long-lived assets . . 3,289 

Total operating expenses . . . . . . . . .  73 1,497 

Operating income . . . . . . . . . . . . . .  221,187 
Miscellaneous income ........... 8,945 
Interest charges. . . . . . . . . . . . . . . .  121,626 

Income before income taxes . . . . . .  108,506 
Income tax expense. ............ 35,223 

Netincome.. . . . . . . . . . . . . .  $ 73,283 

Capital expenditures ............ $ 327;442 

-- 

56,231 
18,565 
8,603 
- 

83,399 

79,830 
2,105 

27,917 

54,018 
19,428 

$ 34,590 

$ 59,276 

26,480 
1,536 
1,255 
- 

29.27 1 

75,040 
6,434 
5,767 

75,707 
29,938 

$ 45,769 

$ 1,069 

4,581 
1,574 
1,163 
3,055 

10,373 

22,235 
8,173 
6,055 

24,353 
9,503 

$14,850 

$ 4,648 

(3,094) 463,373 
198,863 

- 182,866 
- 6,344 

(3,094) 851,446 

344 398,636 
(16,473) 9,184 
(16,129) 145,236 

- 262,584 
- 94,092 

$ $ 168,492 

$ - $ 392,435 

__.. 

-- 
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Year Ended September 30,2006 -- 
Regulated Pipeline, 

Natural Gas Tkansm-ssion Natural Gas Storage 
Distribution and Storage Matketing and Other Elimiuations Consolidated 

(In thousands) 
Operating revenues from external 

parties.. . . . . . . . . . . . . . . . . . . .  $3,649,851 $ 69,582 $2,418,856 $14,074 $ - $6,152,363 
- Intersegment revenues . . . . . . . . . . .  740 71,551 737,668 11,500 (821,459) 

3,650,591 141,133 3,156,524 25,574 (821,459) 6,152,363 
Purchased gas cost . . . . . . . . . . . . .  2,725,534 - 3,025,897 1,080 (81 6,718) 4,935,793 

Gross profit. . . . . . . . . . . . . . . . .  925,057 141,133 130,627 24,494 (4,741) 1,216,570 
~I ~ 

Operating expenses 
Operation and maintenance . . . . .  357,519 
Depreciation and arnortization . . .  164,493 
Taxes, other than income . . . . . . .  
Impairment of long-lived assets . . 

178,204 
22,947 

Total operating expenses . . . . . . . . .  723,163 

MisceIlaneous income (expense) . . .  9,506 
Operating incorne . . . . . . . . . . . . . .  20 1,894 

Interest cha.rges . . . . . . . . . . . . . . . .  126,489 

Income before income taxes . . . . . .  84,911 
Income tax expense. . . . . . . . . . . . .  31,909 

Net income . . . . . . . . . . . . . . .  $ 53,002 

Capital expenditures . . . . . . . . . . . .  $ 307,742 

5 1,577 22,223 7,077 
18,012 1,834 1,257 
8,218 4,335 1,236 
- 

77,807 

63,326 
( 153) 

22,787 

40,386 
13,839 

$ 26,547 

$1 14,873 

_.-r 

- 

28,392 

102,235 
2,598 
8,510 

96,323 
37,757 

9; 58.566 
- . ~  

$ 909 

- 

9,570 

14,924 
6,858 
6,5 12 

15,270 
5,648 

$ 9,622 

$i 1,800 

(4,978) 433,418 
I 185,596 
- 191,993 
- 22,947 

(4,978) 833,954 

237 382,616 
(17,923) 88 1 
(17,691) 146,607 

236,890 
I 89,153 

$ -- $ 147,737 

$ - $ 425,324 

- 

--- 
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Year Ended September 30,2005 
Regulated Pipeline, 

Natural Cas lhusmission Natural Gas Storage 
Dstribotion and Storage Marketing and 0th~. Eliminations Consolidated 

(In thousands) 

Operating revenues from external 
parties.. . . . . . . . . . . . . . . . . . . .  $3,102,041 $ 72,863 $1,783,926 $ 3,043 $ -- $4,961,873 

Intersegment revenues . . . . . . . . . . .  1,099 70,089 322,352 12,596 (406,136) 

Purchased gas cost . . . . . . . . . . . . .  2,195,774 4,918 2,044,305 1,893 (402,654) 3,844,236 

-. 

3,103,140 142,952 2,106,278 15,639 (406,136) 4,961,873 

Gross profit. . . . . . . . . . . . . . . . .  907,366 1 38,034 61,973 13,746 (3,482) 1,117,637 
Operating expenses 

Operation and maintenance . . . . .  346,594 
Depreciation and amortization ... 159,497 
Taxes, other than income.. . . . . .  -- 164,910 

Total operating expenses . . . . . . . . .  671,001 

Operating income . . . . . . . . . . . . . .  236,365 
Miscellaneous income . . . . . . . . . . .  6,776 
Interest charges . . . . . . . . . . . . . . . .  1 12,382 

Income before income taxes ...... 130,759 
Incame tax expense. . . . . . . . . . . . .  - 49,642 

Net income . . . . . . . . . . . . . . .  $ 81,117 

Capital expenditures . . . . . . . . . . . .  $ 300,574 

48,649 
15,28 1 
8,264 

72,194 

65,840 
1 50 

23,344 

42,646 
15,064 

$ 27,582 

$ 31,374 

18,444 6,277 
1,896 1,331 

874 

20,988 8,482 

40,985 5,264 
771 4,455 

3,405 3,457 

38,351 6,262 
14,947 2,580 

$ 23,404 $ 3,682 

$ 649 $ 586 

-- 648 

(3,683) 416,281 
- 178,005 
- 174,696 

(3,683) 768,982 

201 348,655 
(10,131) 2,021 
(9,930) 132,658 

- 21 8,018 
_I 82,233 

$ - $ 135,785 

$ -- $ 333,183 

-.~~- 

-- 

The following table summarizes our revenues by products and services €or the year ended September 30. 
2007 2006 znns 

(In thomaIl&) 

Natural gas distribution revenues: 
Gas sales revenues: 

Resjden tial ................................ 
Commercial ................................ 
Industrial 
Agricultural . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Public authority and other. .................... 
Total gas sales revenues .................... 

Transportation revenues ........................ 

Total natural gas distribution revenues . . . . . . . . . . . .  
Regulated transmission and storage revenues. . . . . . . . . . .  
Natural gas marketing revenues .................... 
Pipeline, storage and other revenues . . . . . . . . . . . . . . . . .  

Total operating revenues .................... 

Other gas revenues. ........................... 

$1,982,801 
970,949 
195,060 
28,023 
86,275 

3,263,108 
59,195 
35,844 

3,358, I47 
84,344 

2,432,280 
23,660 

$5,898,431 

$2,068,736 
1,061,783 

276,186 
40,664 

103.936 

3,551,305 
61,475 
37,071 

3,649,851 
69,582 

2,4I 8,856 
14.074 

-- 

$ I  ,79 f ,172 
869,722 
229,649 
27,889 
86,853 

3,005,285 
58,897 
37,859 

3,102,041 
72,863 

1,783,926 
3.043 

$6,152,363 $4,961,873 
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i 

Balance sheet information at September 30, 2007 and 2006 by segment is presented in the following tables: 

Seutember 30.2007 
Regulated Pipeline, 

Natural Gas Transmission Natural Gas Storage 
Uitribution and Storage Marketing and Other Eliminations Consolidated 

(In thousands) 
ASSETS 
Property, plant and equipment, 

net.. . . . . . . . . . . . . . . . . . . . . .  $3,251,144 
Investment i n  subsidiaries . . . . . . .  396,474 
C h e n t  assets 

28,881 Cash and cash equivalents ..... 
Cash held on deposit in margin 

account . . . . . . . . . . . . . . . . .  
Assets from risk management 

activities . . . . . . . . . . . . . . . .  - 
Other current assets .......... 643,353 
Intercompany receivables . . . . . .  536,985 

Total current assets. . . . . . . . .  1,209,219 
Intangible assets . . . . . . . . . . . . . .  
Goodwill .................... 567,775 
Noncurrent assets €rom risk 

management activities . I . I . ~ . . 
Deferred charges and other assets. . 

- 

- 
227,869 

$5,652,48 I 

CAPITALmTION ANI) LIABILITIES 
Shareholders' equity. ........... $1,965,754 
Long-term debt ............... 2,125,007 

Total capitalization . . . . . . . . .  4,090,761 
Current liabilities 

Current maturities of long-term 
debt . . . . . . . . . . . . . . . . . . . .  1,250 

Short-term debt ............. 187,284 
Liabilities corn risk management 

activities . . . . . . . . . . . . . . . .  21,053 
Other current liabilities. . . . . . . .  519,642 
Tntercompany yayables . . . . . . . .  -- 

Total current liabilities . . . . . .  729,229 
3265 18 Deferred income taxes . . . . . . . . . .  

Noncurrent liabilities from risk 

Regulatory cost of removal 

Deferred credits and other 

- management activities ........ 

obligation ................. 27 1,059 

liabilities . . . . . . . . . . . . . . . . . .  234,914 
$5,652,481 
-- 

- $3,836,836 
(2,096) - (394,378) I--. 

$ 7,850 $ 45,921 $ $53 1,921 
- 

31,703 141 - 60,725 

26,783 12,947 (17,881) 21,849 
337,169 76,731 (90,997) 986,321 

114,300 (651,285) __ 

395,655 204,l I9 (760,163) 1,068,895 
2,716 - - 2,716 

24,282 10,429 - 734,976 

- 

20,065 
- 

20,065 

132,490 
- 

- 5,535 5,535 __ 

1,279 13,913 ~ 247,959 
$274,382 $( 1,15434 1) $5,896,917 $435,221 

- 
4,898 

$689,374 

$ 88,719 $107,090 $200,665 $ (396,474) $1,965,754 
- 1,308 - 2,126,3 15 

107,090 201,973 (396,474) 4,092,069 

- 
88,719 

I 238 1 - 3,831 
30,000 I_ (66,685) 150,599 

18,167 -. (17,881) 21,339 
186,792 53,297 (22,216) 743,909 

-_ (651,285) I 101,101 
336,060 55,878 (758,067) 91 9,678 

(8.925) 12,411 __ 370,569 

-.I_ - 
6,394 

550,184 
556,578 
40,565 

- 290 290 - 

I - 271,059 

3.512 706 4,120 - 243,252 
$435,221 $274,382 $(1,154,541) $5,896,917 

-- 
$689,374 
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September 30,2006 . ~ . _  
Redated Pipdie,  

Natural Gas ’Jkansmission Natural Gas Storage 
Dffitribotioo and Storage hbrketiug aod Other Eliminations Consofidated 

(In thousands) 

ASSETS 
Property, plant and equipment, net. . $3,083,301 $492,566 $ 7,531 $ 45,758 $ - $3,629,156 

-- (278,988) - Investment in subsidiaries . . . . . . . .  28 1 ,143 (2,155) 
Current assets 

Cash and cash equivalents . . . . . .  8,738 I_ 45,481 21,596 - 75,815 
Cash held on deposit in margin 

Assets from risk mauagement 
activities . . . . . . . . . . . . . . . . .  _- 13,164 19,040 (19,651) 12,553 

Other current assets . . . . . . . . . . .  714,472 14,281 261,435 20,163 (16,821) 993,530 
Intercompany receivables 602,809 

Total current assets. . . . . . . . . .  1,326,019 14,281 355,727 94,741 (673,223) 1,117,545 
Intangible assets . . . . . . . . . . . . . . .  -- __ 3,152 ___ __. 3,152 
Goodwill.. . . . . . . . . . . . . . . . . . . .  567,221 133,437 24,282 10,429 - 735,369 
Noncurrent assets from risk 

management activities ......... ”- - 6,190 5 (9) 6,186 
Deferred charges and other assets. . .  204,617 5,353 1,315 16,854 - 228,139 

account . . . . . . . . . . . . . . . . . .  - 35,647 - - 35,647 

- - 33,942 (636,751) - .. . . . . .  -~ -- ~- 

$5,462,301 

CAPTrALJzATJON AND LIABILITIES 
Shareholders’ equity . . . . . . . . . . . .  $1,648,098 
Long-term debt . . . . . . . . . . . . . . . .  2,176,473 

Total capitalization. ......... 3,824,571 

Current maturities of long-term 
debt ..................... 1,250 

Short-term debt . . . . . . . . . . . . . .  382,416 
Liabilities fkom risk management 

activities . . . . . . . . . . . . . . . . .  27,209 
Other current Liabilities . . . . . . . .  473,101 
Intercompany payables . . . . . . . . .  

Total current liabilities . . . . . . .  883,976 
Deferred income taxes . . . . . . . . . . .  297,821 

Cunent liabilities 

_I_ 

NoncuiTent liabilities from risk 

Kegulaloiy cost of removal 

Deferred credits and other 

_I management activities . . . . . . . . .  

obligation . . . . . . . . . . . . . . . . . .  261,376 

liabilities . . . . . . . . . . . . . . . . . . .  194,557 
$5,462,301 

$645,637 

$ 54,128 
- 

54,128 

.- 

6,942 
561,086 
568,028 

19.534 

3,947 
$645,637 

$396,042 $167,787 $(952,220) $5,719,547 

$139,863 $ 87,152 $(281,143) $1,618,098 
- 3,889 I_ 2,180,362 

139,863 91,041 (281,143) 3,828,460 
-~ 

__ 1,936 I__ 3,186 
-- - _. 382.416 

22,500 531 (19,571) 30,669 
183,077 5451 6 (14,746) 702,890 
75,665 - (636,751) 

281,242 56,983 (671,068) 1,119,161 
(25,777) 14,594 - 306, I72 

- 
-__^ 

280 5 (9) 276 

- _. - 261,376 

434 5,164 - 204,102 

$396,042 $167,787 $(952,220) $5,719,547 
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18. Selected Quarterly Financial Data (Unaudited) 

Summarized unaudited quarterly financial data is presented below. The sum of net income per share by 
quarter may not equal the net income per share for the year due to variations in the weighted average shares 
outstanding used in computing such amounts. Our businesses are seasonal due to weather conditions in our 
service areas. For further information on its effects on quarterly results, see the “Results of Operations” 
discussion included in the ‘lbnagement’s Discussion and Analysis of Financial Condition and Results of 
Operations” section herein. 

Fiscal year 2007: 
Operating revenues 

Natural gas distribution. . . . . . . . . . . . . . . . . . .  
Re-dated transmission and storage. . . . . . . . . .  
Natural gas marketing. . . . . . . . . . . . . . . . . . . .  
Pipeline, storage and other . . . . . . . . . . . . . . . .  
Intersegment eliminations . . . . . . . . . . . . . . . . .  

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Operating income. ........................ 
Net income (loss). ........................ 
Net income (loss) per basic share . . . . . . . . . . . . .  
Net income (loss) per diluted share. . . . . . . . . . . .  

Operating revenues 
Fiscal year 2006: 

Natural gas distribution. . . . . . . . . . . . . . . . . . .  
Regulated transmission and storage. . . . . . . . . .  
Natural gas marketing. . . . . . . . . . . . . . . . . . . .  
Pipeline, storage and other . . . . . . . . . . . . . . . .  
Intersegment eliminations . . . . . . . . . . . . . . . . .  

Gross profit. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Operating income. ........................ 
Net income (loss). ........................ 
Net income (loss) per basic share. . . . . . . . . . . . .  
Net income (loss) per diluted shae.  . . . . . . . . . . .  

Quarter Ended 
December 31 March 31 June 30 September 30 

(In thousands, except per share data) 

$ 964,244 
39,872 

711,694 
1 1,333 

(1 2431 0) 

1,602,633 
375,592 
171,160 
81,261 

$ 0.98 
$ 0.97 

$1. ,405,O 10 
35,970 

1,101,845 
5,460 

(264,465) 

2,283,820 
346,590 
149,697 
71,027 

$ 0.88 
$ 0.88 

$1,461,033 
46,068 

795,041 
14,077 

(240,637) 

2,075,582 
428,686 
209,012 
106,505 

$ 1.21 
$ 1.20 

-- 

$1,447,620 
36,463 

8 1 8,629 
10,63 1 

(279,497) 

2,033,846 
405,403 
180,833 
88,796 

$ 1.10 
$ 1.10 

$ 548,251 
36,707 

854,167 
2,073 

(223,046) 

1,218,152 
228,016 

7,731 
(13,360) 

$ (0.15) 
$ (0.15) 

$ 402,044 
34,126 

562,447 
3,149 

(138,523) 

863,243 
204,500 

4,803 
(I 8,145) 

$ (0.22) 
$ (0.22) 

$ 385,237 
40,582 

790,428 
5,917 

(220,100) 

1,002,064 
217,788 

10,733 
(5,914) 

$ (0.07) 
$ (0.07) 

$ 395,917 
34,574 

673,603 
6,334 

(138,974) 

971,454 
260,077 
47,283 

6,059 
$ 0.07 
$ 0.07 
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ITEM 9. Changes in and Disagreements with Accountants on Accounting and Finuncial Disclosure 

None. 

ITEM 9A. Controk; and Procedures 

Management’s Evaluation of Disclosure Controls and Procedures 

We have established disclosure controls and procedures that are designed to provide reasonable assurance 
that information required to be disclosed by us, including our consolidated entities, in the reports that we file 
or submit to the T Jnited Stales Secwities and Exchange Commission under the Securities and Exchange Act of 
1934, as amended (the “Act”), is recorded, processed, summarized and reported within the time periods 
specified in the Securities and Exchange Commission’s rules and forms. [Jnder the supervision and with the 
participation of OUT management, including our Chairman, President and Chief Executive Officer (‘‘Principal 
Executive OfGcer”) and our Senior Vice President and Chief Financial Officer (“Principal Financial Officer”), 
we evaluated the effectiveness of our disclosure controls and procedures, as such term is defined under 
Rule 13a-15(e) promulgated under the Act. Based on tbis evaluation, our Principal Executive Officer and our 
Principal Financial Officer concluded that our disclosure controls and procedures were effective as of 
September 30,2007 in ensuring that information required to be disclosed by us in  this Annual Report on 
Fonn IO-K was accumdated and communicated to our management, including our Principal Executive and 
Principal Financial Officers, as appropriate, to allow timely decisions regarding required disclosure. 

Management’s Report on Internal Control over Financial Reporthg 

reporting, as such term is defined in Exchange Act Rule 13a-IS(f), in providing reasonable assurance regarding 
the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. Under the supervision and with the participation of 
our management, including our Priocipal Executive OEcer and Principal Financial Oficer, we evaluated the 
effectiveness of our internal control over financial reporting based on the framework in Internal Confrol- 
Integrded Frammwrk issued by the Committee of Sponsoring Organizations of the Treadway Commission 
(COSO). Based on our evaluation under the framework in Inicrtznl Control-hzlegraicd Fr-ammwk issued by 
COSO and applicable Securities and Exchange Commission rules, our management concluded that our internal 
control over fmancial reporting was effective as of September 30, 2007. 

Ernst & Young LLP has issued its report on management’s assessment and on the effectiveness of the 
Company’s inteinal control ova financial reporting. That report appears below. 

Our management is responsible for establishing and maintaining adequate internal control over financial 

/s/ ROBFlRT W. BEST / s i  JOHN P. REDDY - 
Robert W. Best 
Chairman, President and Chief Executive Officer 

John P. Reddy 
Senior Vice President and Chief Financial OEicer 

November 27,2007 
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REPORT OF WEPENDEhT REGISTERED PUBLIC ACCOUNTING FIRM 

The Board of Directors 
Atrnos Energy Corporation 

We have audited Atrnos Energy Corporation’s internal control over financial reporting as oE September 30, 
2007, based on criteria established in Internal Control - Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission (the COSO criteria). Amos Energy Corporation’s 
management is responsible for maintaining effective internal control over financial reporting, and for its 
assessment of the effectiveness of internal control over financial reporting included in the accompanying 
Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion 
on the company’s internal control over fhnciai  reporting based on our audit. 

We conducted our audit i n  accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perEorrn the audit to obtain reasonable 
assurance about whether effective internal control over financial reporting was maintained in all material 
respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing 
the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of 
internal control based on the assessed risk, and performing such other procedures as we considered necessary 
in the circumstances. We believe that our audit provides a reasonable basis for our opinion. 

A company’s internal control over financial reporting is a process designed to provide reasonable 
assurance regardmg the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles. A company’s internal conk01 over 
financial reporting includes those policies and procedures that (1 )  pertain to the maintenance of records that, 
in reasonable detail, accurately and fairly reflect the transactions and dispositions of‘ the assets of the company; 
(2) provide reasonable assurance that transactions are recorded as necessary to perrnit preparation of financial 
statements in  accordance with generally accepted accounting principles, and that receipts and expenditures of 
the company are being made only in accordance with authorizations of management and directors of the 
company; and (3) provide reasonable assurance regarding prevention OT timely detection of unauthorized 
acquisition, use, or disposition of the company’s assets that could have a material effect on the firnaucial 
statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controIs may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

In our opinion, Atmos Energy Corporation maintained, in all material respects, effective internal control 
over financial reporting as of September 30,2007, based on the COSO criteria. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), the consolidated balance sheets as of September 30, 2007 and 2006, and the related 
statements of income, stockholders’ equity, and cadi flows for each of the three years i n  the period ended 
September 30 2007 of Amos Energy Corporation and our report dated November 27, 2007 expressed an 
unqualified opinion thereon. 

ERNST & YOUNG LLP 

Dallas, Texas 
November 27, 2007 
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Changes in Internal Control over Financial Reporting 

We did not make any changes in our internal control over hancial repodng (as defined in Rule 13a-15(0 
and 15d-150 under the Act) during the fourth quarter of the fiscal year ended September 30, 2007 that have 
materially affected, or are reasonably likely to materially affecf our internal control over financial reporting. 

ITEM 9B. Ouler Ii$omticln 

Not applicable. 

PART III 

ITER4 10. Directors, Executive Officers and Corporate Governance 

Information regarding directors and compliance with Section i6(a) of the Securities Exchange Act of 
1934 is incorporated herein by reference from the Company’s Defit ive Proxy Statement for the Annual 
Meeting of Shareholders on February 6,2008. Idormation regarding executive oKicers is included in Part I of 
this Annual Report on Form 10-Ti;. 

Identification of the members of the Audit Committee of the Board of Directors as well as the Board of 
Directors’ determination as to whether one or more audit committee financial experts are serving on the Audit 
Committee of the Board of Directors is incorporated herein by reference from the Company’s Definitive Proxy 
Statement for the Annual Meeting of Shareholders on February 6, 2058. 

The Company has adopted a code of edics for its principal executive officer, principal financial officer 
and principal accounting officer. Such code of ethics is represented by the Company’s Code of Conduct, which 
is applicable to all directors, officers and employees of the Company, including the Company’s principal 
executive officer, principal financial oEcer and principal accounting officer. A copy of the Company’s Code 
of Conduct is posted on the Company’s website at wwcl~.utmasenergy.com under “Corporate Governance”. In 
addition, any amendment to or waiver granted from a provision of the Company’s Code of Conduct will be 
posted on the Company’s websik under “Corporate Governance”. 

ITEM 11. Executive Compensation 

Incorporated herein by reference from the Company’s Definitive Proxy Statement for the Annual Meeting 
of Shareholders on February 6, 2008. 

ITEM 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Ma#ers 

Security ownership of c e r h  beneficial owners and of management is incorporated herein by reference 
from the Company’s Defit ive Proxy Statement for the Annual Meeting of Shareholders on February 6,2008. 
Information concerning our equity compensation plans is provided in Part II, Item 5, “Market for Registrant’s 
Common Quity, Related Stockholder Matters and Issue1 Purchases of Equity Securities”, o i  this h u a l  
Report on Form 10-IC. 

ITEM 13. Certain Relationships and Related Transactions, and Director Independence 

Incorporated herein by reference fom the Company’s Definitive Proxy Statement for the Annual Meeting 
of Shareholders on February 6, 2008. 
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ITEM 14. Principal Accountant Fees and Services 

Incorporated herein by reference horn the Company’s Definitive Proxy Statement for the Annual Meeting 
of Shareholders on February 6,  2008. 

PART n7 

ITEM 15. Exhibits and Financial Statement Schedules 

(a) 1. and 2. Finartcial statenwrits and Jinancial statement schedules. 

The financial statements and financial statement schedule listed in the Index to Financial Statements in 
Item 8 are filed as part of this Form 10-R. 

3. Exhibits 

The exhibits Listed in the accompanying Exhibits Index are filed as part of this Form 10-K. The exhibits 
numbered 10.7(a) through 10.14(e) are management contracts or compensatory plans or arrangements. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant 
has duly caused this report to be signed on its behalf‘ by the undersigned, thereunto duly authorized 

ATMOS ENERGY CORPORATION 
(Registrant) 

By: Is/ 3OHN P. REDD\’ 
John P. Reddy 

Serzior Vice President 
and Chief Financial Ofi?icer 

Date: November 29, 2007 
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P O W R  OF ATTORNEY 

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below hereby 
constitutes and appoints Robert W. Best and John P. Reddy, or either of them acting alone or together, as his 
true and lawful attorney-in-fact and agent with full power to act alone, for him and in his name, place and 
stead, in any and aU capacities, to sign my and al l  amendments to this Arlnual Report on Fom 10-K, and to 
file the same, with all e,xhibits lhereto, and all other documents in connection therewith, with the Securities 
and Exchange Commission, granting unto said attorney-in-fact and agent full power and authority to do and 
perform each and every act and thing requisite and necessary to be done in and about the premises, as fully to 
all intents and purposes as he might or could do in person, hereby rati€yiug and confirming a l l  that said 
attorney-in-fact and agent, may lawfully do 01' cause to be done by virtue hereof. 

by the following persons on behalf of the registrant and in the capacities and on the date indicated 
Porsuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below 

/st ROBERT W. BEST ---- _I-p 

Robert W. Best 

/SI JOHN P. REDDY 
John P. Reddy 

-I 

-. Is/  EE. MEISENHEZMR 
EE. Meisenheimr 

/SI TRAVIS W. BAIN, II 
Travis W. Bain, II 

/SI DAN BUSBEE 
Dan Busbee 

Is1 RICHARD W. CARDIN -- 
Richard W. Cardui 

I s /  RICHARD W. DOUGLAS 
Richard W. Douglas 

Is1 THOMAS I. GARLAND 
Thomas J. Garland 

/SI R I C W  K GOWON 
Richard K. Gordon 

- Is/  THOMAS C. MEREDI'IX 
Thomas C. Meredith 

Is1 PHJLLP E. NICHOL 
Phillip E. Nichol 

1st NANCY K. QurrJN 
Nancy K. Quinn 

Claiman, President and Chief 
Executive Officer 

Senior Vice President arid Chief 
Financial OBcer 

Vice President and Controller (F'rincipal 
Accounting Officer) 

Director 

Director 

Director 

Director 

Lh-ectos 

Director 

Director 

Disector 

Director 

November 29, 2007 

November 29, 2007 

November 29,2007 

November 29, 2007 

November 29,2007 

November 29, 2007 

November 29,2007 

Novembes 29,2007 

November 29, 2007 

November 29, 2007 

November 29, 2007 

November 29, 2007 
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/s/ STJZPHEN R. SPRLNGER 
Stephen R. Springer 

/s/ CHARLES R VAUGHAN 
Charles K. Vaughan 

/d R T C m D  W - m n  _. 

RICHARD WARE II 

Director 

Director 

Director 

November 29, 2007 

November 29,2007 

November 29,2007 
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Schedule u[ 

ATMOS EMERGY CORPORATION 

Vaiuation and Qualifying Accounts 
Three I'ears Ended September 30,2007 

Balance 
Additions 

Balance at Charged to Charged to 
Beginning Cost & Other at End 
of Period Expenses. Accounts . Deductions of Period 

(In thousands) 

2007 
AUowance for doubrful accounts . . . . I . . . . . $13,486 $19,718 $ -. $17,244'2' $16,160 

Allowance for doubtful accounts " .  I . ~. I - .  . $15,613 $21,819 $ - $23,746") $13,686 

Allowance for doubthl accounts I . . . . . . . ~ $ 7,214 $20,293 $4,563"' $16,457'2) $15,613 

2006 

200s 

( I )  Represents allowance for doubtful accounts recorded in connection with the TXU Gas acquisition. 
(2) Uncollectible accounts written off. 
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&hibit 
Number 

2.l(a) 

3.1 

3.2 

4.1 

4.2(a) 

4.2(c) 

4.3(a) 

4.3(b) 

4.4(a) 

EXHIBITS INDEX 
Item 14.la)(3) 

Description 

Plan of Reorganization 
Agreement and Plan of Merger and 
Reorganization dated as of September 21, 
2001, by and among Atmos Energy 
Corporation, Mississippi Valley Gas Company 
and the Shareholders Named on the Signature 
Pages hereto 
Agreement and Plan of Merger by and 
between TXU Gas Company and LSG 
Acquisition Corporation dated June 17,2004 
Amendment No. 1 to Merger Agreement, 
dated as of September 30, 2004, by and 
between LSG Acquisition Corporation and 
TXIJ Gas Company LP 
Articles of Incoq>oration and Bylaws 
Amended and Restated Articles of 
Incorporation of Amos Energy Corporation 
(as of February 9,2005) 
Amended and Restated Bylaws of Atmos 
Energy Corporation (as of May 2, 2007) 
Instruments Dejitting Rights of Security 
Holders 
Specimen Common Stock Certificate (Atmos 
Energy Corporation) 
Rights Agreement, dated as of November 12, 
1997, between the Company and Bank€3oston, 
N.A., as Rights Agent 
First Amendment to Rights Agreement dated 
as of August 11, 1999, between the Company 
and BankBoston, N.A., as Rights Agent 
Second Amendment to Rights Agreement 
dated as of February 13, 2002, between the 
Company and EquiServe Trust Company, 
N.A., fka BankBoston, N.A, as Rights Agent 
Registration Rights Agreement, dated as of 
December 3,2002, by and among Atmos 
Energy Corporation and the Shareholders of 
Mississippi Vdley Gas Company 
Standstill Agreement, dated as of December 3, 
2002, by and among Amos Energy 
Corporation and the Shasehoidess of 
Mississippi Vdey Gas Company 
Indenture of Mortgage, dated as of July 15, 
1959, from United Cities Gas Company to 
First Trust of Illinois, National Association, 
and M.J. Kruger, as Trustees, as amended and 
supplemented through December 1. 1992 (the 
Indenture of Mortgage through the 
20th Supplemental Indenture) 

Page Number or 
Incorporation by 

Reference to 

Exhibit 2.2 to Form 10-K for fiscal year ended 
September 30, 2001 (File No. 1-10042) 

Exhibit 2.1 to Form 8-K dated June 17, 2004 
(File No. 1-10042) 

Exhibit 2.1 to Form 8-K dated September 30, 
2004 (File No. 1- 10042) 

Exhibit 3 0  to Form IO-Q dated March 31, 
2005 (File No. 1-10042) 

Exhibit 3.1 to Form 8-K dated May 2, 2007 
(File No. 1-1 0042) 

Exhibit (4)(b) to Form 10-K for fiscal year 
ended September 30, 1988 (File No. 1-10042) 
Exhibit 4.1 to Foim 8% dated November 12, 
1997 (File No. 1-10042) 

Exhibit 2 to Form 8-A, Amendment No. 1, 
dated August 12, 1999 (File No. 1-10042) 

Exhibit 4 to Form 10-Q for quarter ended 
December 31, 2001 (File No. 1-10042) 

Exhibit 99.2 to Form 8-WA, dated December 
3, 2002 (File No. 1-10042) 

Exhibit 99.3 to Form 8-WA, dated December 
3, 2002 (File No. 1-10042) 

Exhibit to Registrdtion Statement of United 
Cities Gas Company on Form S-3 (File NO. 
33-56983) 
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Exhibit 
Number 

4.40) 

4.4( c) 

4 3 a )  

4 3 b )  

4.6 

4.7 

4.8 

4.9(a) 

4.9(b) 

4.9(c) 

4.9(d) 

4.9(e) 

4.9(0 

4.9w 

10.1 

10.2(a) 

Description 

Twenty-First Supplemental Indenture dated as 
of Febiuary 5,  1997 by and among United 
Cities Gas Company and Bank of America 
W o k  and First Trust National Association 
and Russell C. Bergman supplementing 
Indenture of Mortgage dated as of July 15, 
1959 
Twenty-Second Supplemental Tndenture dated 
as of July 29, 1997 by and among Amos 
Energy Corporation and First Trust National 
Association and Russell C. Bergman 
supplementing Indenture of Mortgage dated as 
of July 15, 1959 
Indenture between United Cities Gas Company 
and Bank of America Illinois, as Trustee dated 
as of November 15, 1995 
First Supplernental Indenture between Atmos 
Energy Corporation and Bank of America 
IUinok, as Trustee dated as of July 29, 1997 
Indenture dated as of July 15, 1998 between 
Amos Energy Corporation and U.S. Bank 
Trust National Association, Trustee 
Indenture between Amos Energy Corporation, 
as Issuer, and SunTrust Bank, Trustee dated as 
of May 22,2001 
Indenture dated as of June 14,2007, between 
Atmos Energy Corporation and US. Bank, 
National Association, as Trustee 
Debenture Certificate for the 6%% Debentures 
due 2028 
Global Security for the 7%% Senior Notes due 
201 1 
Global Security for the 5%% Senior Notes due 
201 3 
Global Security for the 4.00% Senior Notes 
due 2009 
Global Security for the 4.95% Senior Notes 
due 2014 
Global Security for the 5.95% Senior Notes 
due 2034 
Global Security for the 6.35% Senior Notes 
due 20 17 
Muterial Contructs 
Guaranty of Atmos Energy Corporation dated 
June 17, 2004 
Transitional Services Agreement, dated as of 
October 1, 2004, by and between Atmos 
Energy Corporation and TXU Gas Company 
Lp 

Page Number or 
Incorporat3on by 

Reference to 

Exhibit 10.7(a) to Form 10-K for fiscal year 
ended September 30, 1997 (File No. 1-10042) 

Exhibit 4.10Cc) to Form S-3 dated August 3 1, 
2004 (File No. 333-1 18'706) 

Exhibit 4.11(a) to Form 5-3 dated August 31, 
2004 (File No. 333-1 18706) 

Exhibit 4.1 l(b) to Form S-3 dated August 31, 
2004 (File No. 333-1 18706) 

Exhibit 4.8 to Form S-3 dated August 31, 
2004 (File No. 333-1 18706) 

Exhibit 99.3 to Form 8-K dated May 15, 2001 
(File No. 1-10042) 

Exhibit 4.1 to Form 8-K dated June 1 I ,  2007 
(File No. 1-10042) 

Exhibit 99.2 to Form 8-K dated July 22, 1998 
(File No. 1-10042) 
Exhibit 99.2 to Form 8-K dated May 15, 2001 
(File No. 1-10042) 
Exhibit 10(2)(c) to Form 10-K for the year 
ended September 30, 2004 (File No. 1-10042) 
Exhibit 10(2)(e) to Form 10-I( for the year 
ended September 30,2004 (File No. 1-10042) 
Exhibit 10(2)(i-) to Form IO-K for the year 
ended September 30,2004 (File No. 1-1 0042) 
Exhibit 10(2)(g) to Form 10-K for the year 
ended September 30, 2004 (File No, 1 - 10042) 
Exhibit 4.2 to Form 8-K dated June i 1, 2007 
(File No. 1-1 0042) 

Exhibit 10.2 to Form 8-K dated June 17, 2004 
(File No. 1-10042) 
Exhibit 10.1 to Form 8-K dated September 30, 
2004 (File No. 1-10042) 
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Exhibit 
Number 

I0.2(b) 

10.2(c) 

10.2(d) 

10.3 

10.4 

10.5(a) 

10.5(bj 

Description 

Transitional Services Agreement, dated as of 
October 1, 2004, by and between Atmos 
Energy Corporation, Oncor Utility Solutions 
(Texas) Company and TXU Electric Delivery 
Company 
Transitional Services Agreement, dated as of 
October 1,2004, by and between Atmos 
Energy Corporation and 'DZU Business 
Services Company Exhibit A to Schedule 2 
containing listing of employee credit and 
procurement cards is omitted, to be 
supplementally furnished to the Commission 
upon request) 
Transitional Access Agreement, dated as of 
October 1, 2004, by and among Atrnos Energy 
Corporation and TXIJ Energy RetaiI Company 
LP, TXU Business Services Company, TXU 
Properties Company and 7XT.J Electric 
Delivery Company 
Pipeline Construction and Operating 
Agreement, dated November 30, 2005, by and 
between Atmos-Pipeline Texas, a division of 
Atmos Energy Corporation, a Texas and 
Virginia corporation and Energy Transfer Fuel, 
LP, a Delaware limited partnership 
Revolving Credit Agreement (5 Year Facility), 
dated as of December 15, 2006, among Amos 
Energy Corporation, SunTrust Bank, as 
Administrative Agent, Wachovia Bank, N.A. 
as Syndication Agent and Bank of America, 
N.A., JPMorgan Chase Bank, N.A., and the 
Royal Bank of Scotland plc as Co- 
Documentation Agents, and the lenders from 
time to time parties thereto 
Uncommitted Second Amended and Restated 
Credit Agreement, dated to be effective 
March 30, 200.5, among Atmos Energy 
Marketing, LLC!, Fortis Capital Corp., BNP 
Paribas and the other financial institutions 
which may become parties thereto 
First Amendment, dated as of November 28, 
2005, to the Uncommitted Second Amended 
and Restated Credit Agreement, dated to be 
effective March 30, 2005, among Atmos 
Energy Marketing, LLC, Fortis Capital Corp., 
BNP Paribas, Societe Generale, and the other 
fmancial institutions which may become 
parties thereto 

Page Number or 
Jncorporation by 

Reference to 

Exhibit 10.2 to Form 8-K dated Septeniber 30, 
2004 (Fide No. 1 - 10042) 

Exhibit 10.3 to Form 8-K dated September 30, 
2004 (File No. 1-10042) 

Exhibit 10.4 to Form 8-K dated September 30, 
2004 (File No. 1-10042) 

Exhibit 10.1 to Form 8-K dated November 30, 
2005 (File No. 1-1 0042) 

Exhibit 10.1 to Form 8-K dated December 15, 
2006 pi le  No.. 1-10042) 

Exhibit 10.1 to Form 8-K dated March 30, 
2005 vile No. 1-10042) 

Exhibit 10.1 to Form 8-K dated November 28, 
2005 File No. 1 -I 0042) 
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Erbibit 
Number Description 

10.5(c) Second Amendment, dated as of March 31, 
2006, to the Uncommitted Second Amended 
and Restated Credit Agreement, dated to be 
effective March 30, 2005, among Atmos 
Energy Marketing, U C ,  Fortis Capital Coxp., 
BNP Paribas, Societe Generale and the other 
financial institutions which may become 
parties thereto 
Third Amendment, dated as of March 30, 
2007, to the Uncommitted Second Amended 
and Restated Credit Agreement, dated as of 
March 30, 2005, among Atmos Energy 
Marketing, LLC, Fortis Capital Corp., BNP 
Paribas, Societe Generale and the other 
fiinancial institutions which may become 
parties thereto 
Revolving Credit Agreement (364 Day 
Facility), dated as of November 1,2007, 
among Atmos Energy Corporation, SunTrust 
Bank, as Administrative Agent, Wachovia 
Bank, N.A., as Syndication Agent and Bank of 
America, N.A., JPMorgan Chase Bank, NA., 
and the Royal Bank of Scotland, Plc as Co- 
’Documentation Agents, and the lenders from 
time to time parties thereto 
Executive Compensation Plan7 and 
A rrungements 
Form of Atmos Energy Corporation Change in 
Control Severance Agreement - Tier T 
Forrri of Amendment No. One to the Atmos 
Energy Corporation Change in ControI 
Severance Agreement, Tier T 
Form of Atrnos Energy Corporation Change in 
Control Severance Agreement - Tier TI 
Form of Amendment No. One to the Atmos 
Energy Corporation Change in Con.trol 
Severance Agreement, Tier II 
Atmos Energy Corporation Executive Retiree 
Life Plan 
Amendment No. 1 to the Atmos Energy 
Corporation Executive Retiree Life Plan 
Description of Financial and Estate Planning 
Program 
Description of Sporting Events Program 

105(d) 

10.6 

10.7(a)* 

lo.‘@)* 

10.7(c)* 

10.7(d)* 

10.8(a)* 

10.8(b)* 

10.9(a)* 

10.9(b)* 

10.1 O(a)’’ Atmos Energy Corporation supplemental 
Executive Benefits Pian, Amended and 
Restated in its Entirety August 12, 1998 
Atmos Energy Corporation Performance-Based 
Supplemental Executive Benefits Plan, 
Effective Date August 12, 1998 

10.1 O(b)* 

Page Number or 
Incorporation by 

Reference to 

Exhibit 10.1 to Fom 8-K dated March 31, 
2006 (File No. 1-10042) 

Exhibit 10.1 to Form 8-K dated March 30, 
2007 (File No. 1-10042) 

Exhibit 10.1 to Form 8-K dated November 1, 
2007 (File No. 1-10042) 

Exhibit 10.21(b) to Form 10-K for fiscal year 
ended September 30, 1998 (File No. 1-10042) 
Exhibit 10.1 to Form 8-K dated May 9, 2006 
(File No. 1-10042) 

Exhibit 10.21 (c) to Form 10% for fiscal year 
ended September 30, 1998 (File No. 1-10042) 
Exhibit 10.2 to Form 8-K dated May 9,2006 
(Fide No. 1-10042) 

Exhibit 10.31 to Form 10-IC for fiscal year 
ended September 30, 1997 (File No. 1-1 0042) 
Exhibit 10.31(a) to Form 1 0 4  for fiscal year 
ended September 30, 1997 (File No. 1 - 1  0042) 
Exhibit 10.25(b) to Form IO-K for f iscal year 
ended September 30, 1997 pi le  No. 1-10042) 
Exhibit 10.26(c) to Form 10-K for fiscal year 
ended September 30, 1993 (File No. 1-1 0042) 
Exhibit 10.26 to Form 10-K for fiscal year 
ended September 30, 1998 (File No. 1 -I 0042) 

Exhibit 10.32 to Form 10-K for fiscal year 
ended September 30, 1998 (File No. 1-10042) 
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Exhibit 
Number 

10.1 O(c)” 

10.10(d)* 

10.1 0(e)* 

10.1 O(Q* 

10.1 l(a)* 

10.11(b)* 

lO.ll(C)* 

10.12* 

10.134’ 

10.14(a)” 

10.14(b)* 

10,14(c)* 

10.14(d)* 

10.1 4(e):’ 

12 

21 
23.1 

Description 

Amendment No. One to the Atmos Energy 
Corporation Performance-Based Supplemental 
Executive BeneEts Pian, Effective Date 
January 1, 1999 
Amendment No. Two to the Atmos Energy 
Corporation Performance-Based Supplemental 
Executive Benefits Plan (Effective Date: 
August 12,1998) 
Atmos Energy Corporation Performance-Based 
Supplemental Executive Benefits Plan 
Trust Agreement, Effective Date December 1, 
2000 
Fonn of  Individual Trust Agreement for the 
S uppl ernental Executive Benefits PI an 
Mini-Medflc)ental Benefit Extension 
Agreement dated October I ,  1994 
Amendment No. I to Mini-Med/Dental Benefit 
Extension Agreement dated August 14, 2001 
Amendment No. 2 to Mini-Memental Benefit 
Extension Agreement dated December 3 1,  
2002 
Atmos Energy Corporation Equity Incentive 
and Deferred Compensation Plan for Non- 
Employee Directors 
Atmos Energy Coipmtion Outside Directors 
Stock.-for-Fee Plan (Amended and Restated as 
of November 12, 1997) 
A b o s  Energy Corporation 1998 Long-Term 
Incentive Plan (as amended and restated 
February 9, 2007) 
Form of Non-Qualified Stock Option 
Agreement under the Atmos Energy 
Corporation I998 Long-Term Incentive Plan 
Form of Award Agreement of Restricted Stock 
With Time-Lapse Vesting under the Atmos 
Energy Corporation 1996 Long-Term Incentive 
Plan 
Foim of Award Agreement of Performance- 
Based Restricted Stock Units under the Atmos 
Energy Corporation 1998 Long-Tern Incentive 
Plan 
Atmos Energy Corporation Annual Lncentive 
Plan for- Management (as amended and 
restated February 9, 2007) 
Statement of computation of ratio oi earnings 
to fixed charges 
Other Exhibits, as indicafed 
Subsidiaries of the registrant 
Consent of independent registered public 
accounting firm, Ernst & Young LLP 

Page Number or 
Tncorporation by 

Reference to 

Exhibit 10.2 to Form 10-Q for quarter ended 
December 31, 2000 (File No. 1-10042) 

Exhibit IO. 1 to Form 10-Q for quarter ended 
March 31, 2007 (File No. 1-10042) 

Exhibit 10.1 to Form 10-Q €or quarter ended 
December 31, 2000 (File No. 1-10042) 

Exhibit 10.3 to Form 10-Q for quarter ended 
December 3 1, 2000 (File No. 1-1 0042) 
Exhibit l0.28(0 to Form 10-IC for Escal year 
ended September 30, 2001 (Me No. 1-10042) 
Exhibit 10.28(g) to Form 10-K for fiscal year 
ended September 30, 2001 (Fie No. 1-10042) 
Exhibit 10.1 to Form 10-Q for quarter ended 
December 31, 2002 (File No. 1-10042) 

Exhibit C TO Definitive Proxy Statement on 
Schedule 14A filed December 30, 1998 File 

Exhibit 10.28 to Form IO-K for fiscal year 
ended September 30, 1997 (File No. 1-10042) 

No. I- 10042) 

Exhibit 10.2 to Form 10-Q for quarter ended 
March 31, 2007 (File No. 1-10042) 

Exhibit 10.16(b) to Form 10-K for fiscal year 
ended September 30, 2005 (File No. 1-10042) 

Exhibit 10.3 to Form 10-Q for quarter ended 
March 31, 2007 (File No. 1-20042) 
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Exhibit 
Number Description 

2.4 Power of Attorney 

31 Rule 13a-14(a)/I5d-l4(a) Certifications 
32 Section 1350 Certifications ** - 

Page Number or 
Incorporation by 

Reference to 

Signature page of Form 1 O . K  for fiscal year 
ended September 30, 2007 

*‘ ?’his exhibit constitutes a “management contract or compensatory plan, contract, or arrangement.” 
** These certifications pursuant to 18 U.S.C. Section 1350 by the Company’s Chief Executive Officer and 

Chief Financial Officer, furnished as Exhibit 32 to this Annual Report on Form IO-K, will not be deemed 
to be filed with the Securities and Exchange Conmission or incorporated by rderence into any filing by 
the Company under the Securities Act of 1933 or the Securities Exchange Act of 1934, except to the extent 
that the company specificdy incorporates such certifkations by reference. 
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UNITED STATES 
SECURITWS ANI) EXCHANGE CONIMO[SSION 

Washington, D.C. 20549 

Form 8-K 

Current Report Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 

August 4,2009 
Date of Report p a t e  of earliest event reported) 

ATMOS ENERGY CORPORATION 
(Exact Name o f  Registrant i s  Specified in its Charter) 

TEXAS AND VIRGINIA 
(State or Other Jurisdiction 

of Incorporation) 

1-10042 
(Commission File Numbcr) 

1800 TEIREE LINCOLN CENTRE, 
5430 LBJ FREEWAY, DALLAS, TEXAS 

(Address of Principal Executive Office) 

(972) 934-9227 
(Registrant's Telephone Number, Including Area Code) 

Not Applicable 
(Former Name or Former Address, if Changed Since Last Report) 

75-1743247 
(I.R.S. Employer 

Identification No.) 

75240 
(Zip Code) 

Check the appropriate box below ifthe Form 8-K filing is intended to simultaneously satisfy the filing obligation of the 
registrant under any af the following provisions: 

0 

r-1 

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

Pre-commencement communications pursuant to Rule 14d-2@) under the Exchange Act (17 CFR 240.14d-2(b)) 

Re-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act ( I7  CFR 240.13e-4(c)) 
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Item 2.02. Results of Operations and Financial Condition. 
On Tuesday, August 4,2009, Amos Energy Corporation (the “Cornpany”) issued a news release in which it reported 

the Company’s financial results for the thud quarter of the 2009 fiscal year, which ends September 30,2009, and that certain 
of its officers would discuss such financial results in a conference call on Wednesday, August 5,2009 at 8 9 0  a.m. Eastern 
T h e .  In the release, the Company also announced that the call would be webcast live and that slides for the webcast would 
be available on its Web site for all interested parties. 

A copy of the news release is furnished as Exhibit 99.1. The information h i s h e d  in this Item 2.02 and in Exhibit 99.1 
shall not be deemed to be “filed” for purposes of Section 18 of the Exchange Act or otherwise subject to the liabilities of that 
section, nor shall such information be deemed to be incorporated by reference into any of the Company’s fdings under the 
Securities Act or the Exchange Act. 

I 

Item 9.01. Financial Statements and Exhibits. 
(d) Exhibits 

99.1 News Release dated August 4,2009 (furnished under Item 2.02) 

l i t tp:/ /~~~.i~vestyuest .comliq/alato/f~S~ato8 kOSO4 09.htm 9/17/2009 
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SIGNATURE 

Pursuant to the requirements of d e  Securities Exchange Act of 1934, the Registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORATION 
(Registrant) 

DATE: August 4,2009 By: /s/ LOUIS P. GREGORY - 
Louis I?. Gregoiy 
Senior Vice President and General Counsel 
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.- 

XNDEX TO EXHIBITS 

Exhibit 
Number Description ~ 

99.1 News ReleasTdated August 4,2009 ( h i s h e d  under Item 2.02) 
Exhibit 99.1 

News Release 

Anaiysts and Media Contact: 
Susan Giles (972) 855-3729 

Atmos Energy Corporation Reports Earnings for the 
Fiscal 2009 Third Quarter and Nine Months; Reaffirms Fiscal 2009 Guidance 

DKLAS (August 4,2009)-Atmos Energy Corporation (NYSE: ATO) today reported consoIidated results for its fiscal 
2009 third quarter and nine months ended June 30,2009. 

Fiscal 2009 third quarter net income was $2.0 million, or $0.02 per diluted share, compared with a net loss of $6.6 
million, or $0.07 per diluted share in the prior-year quarter. 
Consolidated results include noncash, unrealized mark-to-market net gains of $7.0 million, or $0.08 per diluted 
share for the third quarter of fEcd 2009, compared with net gains of $14.3 million, or $0.16 per diluted share for 
the prior-year quarter. 
Atmos Energy reaffirms its fiscal 2009 earnings guidance to be in the previously announced range of $2.05 to 
$2.15 per diluted share. 

For the nine months ended June 30,2009, net income was $206.9 million, or $2.26 per diluted share, compared with net 
income of $178.7 million, or $1.99 per diluted share €or the same period last year. Net income for the current nine months 
includes the positive impact of net one-time adjustments of $1 7.3 million, or $0.19 per diluted share. For the current nine- 
month period, regulated operations contributed $176.8 million of net income, or $1 .93 per diluted share, and nonregulated 
operations contributed $30.1 million of net income, or $0.33 per diluted share. Nonregulated operations include noncash, 
unrealized mark-to-market net losses of $9.9 miltion, or $0.1 1 per diluted share for the nine months ended June 30,2009, 
compared with net gains of $8.7 million, or $0.10 per diluted share for the prior-year period. 

“The seasonality of our distribution business typically results in a loss in our fiscal third and fourth quarters” said Robert W. 
Best, chairman arid chief executive officer of Attnos Energy Corporation. “However, we experienced solid improvement in 
both our regulated transrnission and storage and nonregulated natural gas marketing segments this quarter, while continuing 
to control ow operating expenses. These results position us well for the remainder of our fiscal year,” Best concluded. 

= 

1 
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Results €or the 2009 Third Quarter Ended June 30,2009 

Natural gas distribution gross profit decreased $8.2 million to $191.7 million for the fiscal 2009 third quarter, compared with 
$199.9 million in the prior-year quarter, before intersegment eliminations. This decrease reflects a $5.4 million net reduction 
in margins in the Mid-Tex Division priman’ly lnfrom rate design changes implemented earlier in the fiscal year that decreased 
the base customer charge and increased the volumetric charge. Additionally, a five percent decrease in consolidated 
consumption reduced gross profit by $3.5 million. These decreases were partially offset by a $3.3 million increase in rates 
principally in the Louisiana, Kansas and Georgia service areas. 

Regulated transmission and storage gross profit increased $3.0 million to $49.3 million for the three months ended June 30, 
2009, compared with $46.3 million for the same period last year, before intersegment eliminations. This increase is due 
primarily to a $3.5 million increase in demand-based charges and a $1.1 million increase in revenues resulting fiom filings 
under the Texas Gas Reliability Inlnfrastructure Program (GRIP). These increases were partially offset by a $0.7 million 
decrease due to a seven percent decrease in consolidated throughput, due principally to a decline in Bameff Shale activity, 
industrial demand and electric generation demand. 

Natural gas marketing gross profit increased $17.6 million to $15.0 million for the fiscal 2009 third quarter, compared with a 
$2.6 million loss for the fiscal 2008 third quarter, before intersegment eliminations. This increase is due principally to a $23.0 
million quarter-over-quarter increase in Atmos Energy Marketing’s (AEM) realized storage and trading margins. In both 
quarters, AEM elected to defer physical storage withdrawals into future periods to increase the potential gross profit 
associated with these positions. This election resulted in the planned recognition of asset optimization losses which were 
lower in the current quarter than the prior-year quarter. Realized delivered gas margins increased $5.4 million, primarily due 
to basis gains which increased per-unit margins, coupled with a two percent increase in consolidated sales volumes compared 
to the same period one year ago. These increases were partially offset by a $1 0.7 million decrease in unrealized margins due 
to lower volatility between current cash prices and forward natural gas prices experienced on AEM’s net physical position 
during the current quarter. 

Consolidated operation and maintenance expense for the third quarter of fiscal 2009 was $110.9 million, compared with 
$1 17.8 million for the third quarter last year. Excluding the provision for doubtful accounts, operation and maintenance 
expense for the current quarter decreased $5.6 million, compared with the prior-year quarter. The decrease is due primarily to 
lower pipeline maintenance, fuel and legal costs, partially offset by increased employee wages and benefits. 

The provision for doubtful accounts was $ I  .6 million for the three months ended June 30,2009, compared with $2.9 million 
for the same period last year. The $1.3 million decrease primarily reflects the impact of recent rate design changes in certain 
jurisdictions, which allow for the recovery of the gas cost portion of uncollectible accounts and a 58 percent quarter-over- 
quarter decline in the average cost of gas. 

Results for the third quarter included a $3.3 million noncash charge to impair certain available-for-sale investments based on 
the company’s belief that the decline in the fair value of these investments would not recover within a reasonable period of 
time. 

2 
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Interest charges for the three months ended June 30,2009, were $41.5 million, compared with $33.5 million for the same 
period last year. The $8.0 million quarter-over-quarter increase is due primarily to the effect of the company’s March 2009 
issuance of $450 million 8.50% senior notes to redeem $400 million 4.00% senior notes in April 2009. I 

Results for the Nine Months Ended June 30,2009 

Natural gas distribution gross profit increased $26.4 million to $857.1 million for the nine months ended June 30,2009, 
compared with $830.7 million in the prior-year period, before intersegment eliminations. This increase is due largely to a net 
$35.1 million increase in rates, prirnarily in the company’s Mid-Tex, Louisiana and West Texas service areas, the reversal of 
a $7.0 million accrual for estimated uncollectible gas costs recorded in a prior year and a $7.8 million increase due to a non- 
recurring update to the estimate for gas delivered to customers but not yet billed, resulting from base rate changes in several 
jurisdictions. These increases in gross profit were partially offset by an $18.8 million decrease as a result of a four percent 
reduction in consolidated distribution throughput primarily associated with lower residential, commercial and industrial 
consumption and warmer weather in the Colorado service area, which does not have weather-normalized rates. 

Regulated trarismission and storage gross profit increased $20.5 million to $163.3 million for the nine months ended June 30, 
2009, compared with $142.8 million for the same period last year, before intersegment eliminations. This increase is due 
primarily to an $1 1.0 million increase in demand-based charges, higher per-unit margins eamed on through-system deliveries 
of $7.5 million, a $2.9 million gain associated with the routine sale of excess inventory and a $3.8 million increase in 
revenues resulting from filings under GRIP. These increases were partially offset by a $4.2 million decrease due to a 
reduction in transportation volumes to the company’s Mid-Tex Division, as a result of warmer weather and a seven percent 
decrease in consolidated throughput, due principally to a decline in Bamett Shale activity, industrial demand and electric 
generation demand. 

Natural gas marketing gross profit increased $8.9 million to $68.6 million for the fiscal 2009 nine-month period, compared 
with $59.7 million for the prior-year period, before intersegment eliminations. This increase primarily reflects a $30.6 million 
period-over-period increase from AEM’s storage and trading activities primarily from the recognition in the first quarter of 
fiscal 2009 of storage withdrawal gains that AEM had captured during fiscal 2008, as a result of deferring storage 
withdrawals and rolling the associated financial instruments to forward months during the third quarter of fiscal 2008. 
Additionally, delivered gas margins increased $2.7 million primarily as a result of basis gains, which increased per-unit 
margins and more than offset a five percent period-over-period decrease in consolidated sales volumes. These increases were 
partially offset by a $24.4 million decrease in unrealized margins due to the impact of widening spreads between current cash 
prices and forward natural gas prices experienced on AEM’s net physical position. 

Pipeline, storage and other gross profit increased $8.3 million to $27.2 million for the niue months ended June 30,2009, 
compared with $18.9 million for the same period last year, before intersegment eliminations. The increase was due 
principally to larger realized gains from the settlement of financial positions associated with storage and trading activities, 
basis gains earned from utilizing leased pipeline capacity and higher margins earned under asset management plans during 
the current-year period compared with the prior-year period. These increases were partially offset by increased unrealized 
losses, due primarily to the widening of the spreads between current cash prices and forward natural gas prices. 
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Consolidated operation and maintenance expense for the nine months ended June 30,2009, was $365.3 million, compared 
with $359.1 million for the prior-year period. Excluding the provision for doubtful accounts, operation and maintenance 
expense for the current nine-month period was $358.4 million, compared with $349.8 million for the prior-year period. The 
$8.6 million increase resulted ftom higher pipeline maintenance costs and an increase in employee wages and benefits costs, 
partially offset by lower file1 costs. 

The provision for doubtful accounts was $6.9 million for the nine months ended June 30,2009, compared with $9.3 million 
for the same period Iast year. The $2.4 million decrease primarily reflects the impact of recent rate design changes in certain 
jurisdictions, which allow for the recovery of the gas cost portion of uncollectible accounts and an 18 percent decline in the 
average cost of gas. 

Results for the nine months ended June 30,2009, included a $5.4 million noncash charge to impair certain available-for-sale 
investments based on the company’s belief that the decline in the fair value of these investments would not recover within a 
reasonable period of time. 

Interest charges for the nine months ended June 30,2009, were $1 16.0 million, compared with $103.8 million for the nine 
months ended June 30,2008. The $12.2 million period-over-period increase primarily reflects the eEect of the company’s 
issuance of senior notes in March 2009. The increase also reflects higher commercial paper rates, increased line of credit 
commitment fees and higher average short-term debt balances experienced primarily during the first quarter of fiscal 2009. 

Results for the nine months ended June 30,2009, were favorably impacted by a one-time tax benefit of $1 1.3 million. The 
benefit arose in the second quarter after the company updated the tax rates used to record its deferred taxes. 

The debt capitalization ratio at June 30,2009, was 49.7 percent, compared with 54.6 percent at September 30,2008, and 5 1.5 
percent at June 30,2008. No short-term debt was outstanding at June 30,2009, compared with $350.5 million at 
September 30,2008, and $1 13.3 million at June 30,2008. 

For the nine montlis ended June 30,2009, the company generated operating cash flow of $824.6 million, compared with 
$417.4 million for the nine months ended June 30,2008. Period over period, the $407.2 million increase in operating cash 
flow is primarily due to the decline in natural gas prices in the current year as compared to one year ago, which increased 
operating cash flow by $25 1 . 1  million. The increase in operating cash flow was also positively impacted by $99.9 million due 
to lower cash margin requirements related to the company’s natural gas marketing frnancial instruments and by $49.0 million 
due to the favorable th ing  in the recovery of gas costs during the current year. 

Capital expenditures increased to $342.3 million for the nine months ended June 30,2009, compared with $3 12.9 million for 
the same period last year. The $29.4 million increase primarily reflects spending for the construction of a pipeline extension 
in the company’s regulated operations. 
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Outlook 

The leadership of Atmos Energy remains focused on enhancing shareholder value by delivering consistent earnings growth. 
Atmos Energy continues to expect fiscal 2009 earnings to be in the range of $2.05 to $2.15 per diluted share, excluding any 
material mark-to-market impact. Major assumptions underlying the earnings projection remain materially unchanged. Capital 
expenditures for fiscal 2009 remain unchanged and are expected to range from $500 million to $5 15 million. 

However, the mark-to-market impact on the nonregulated marketing company’s physical storage inventory at September 30, 
2009, and changes in events or other circumstances that the company cannot currently anticipate or predict, including adverse 
credit market conditions, could result in earnings for fiscal 2009 that are significantly above or below this outlook Factors 
that could cause such changes are described below in Forv,~ard-Looking Statements and in other company documents on file 
with the Securities and Exchange Commission. 

Conference CaU to be Webcast August 5,2009 

Atmos Energy will host a conference call with financial analysts to discuss the financial results for the fiscal 2009 third 
quarter and first nine months on Wednesday August 5,2009, at 8 a.m. ED?’. The telephone number is 877-485-3 107. The 
conference call will be webcast live on the Atmos Energy Web site at www.atmosenergy&sm-. A playback of the call will be 
available on tlie Web site later that day. Atmos Energy senior leadership who will participate in the conference call include: 
Bob Best, chairman and chief executive officer; Kim CocMin, president and chief operating officer; Fred Meisenheimer, 
senior vice president and chief financial officer; and Mark Johnson, senior vice president, nonregulated operations. 

Highlights and Recent Developments 

Credit Ratings Upgraded 
On May 18,2009, Moody’s Investors Service raised its corporate credit rating on Atmos Energy Corporation’s senior long- 
term debt from Baa3 to Baa2 and its commercial paper from P-3 to P-2, and changed its outlook from “positive” to “stable”. 

Atmos Energy Redeems Senior Notes 
On April 30,2009, Atmos Energy Corporation redeemed its $400 million 4.00% senior notes. The senior notes were 
redeemed using most of the net proceeds received from its March 26,2009 public offering of $450 million 8.50% senior 
notes. 

Appointment of Vice President and Controller 
On May 5,2009, Christopher T. Fonythe was promoted to vice president and controller from director of financial reporting. 
Mr. Forsythe reports to Fred Meisenheher, senior vice president and chief financial officer of Atmos Energy Corporation. 

This news release should be read in conjunction with the attached unaudited fmancial information. 
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Forwd-Looking Statements 

The matters discussed in this news release may contain “forward-looking statements” within the meaning of Section 27A of 
the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. All statements other than statements of 
historical fact included in this news release are forward-looking statements made in good faith by the company and are 
intended to qualify for the safe harbor from liability established by the Private Securities Litigation Reform Act of 1995. 
When used in this news release or in any of the company’s other documents or oral presentations, the words “anticipate,” 
“believe,” “estimate,” “expect,” “forecast,” “goal,” “intend,” “objective,” “plan,” “projection,” “seek,” “strategy” or simiIar 
words are intended to identify forward-looking statements. Such forward-looking statements are subject to risks and 
uncertainties that could cause actual results to differ materialIy from those discussed in this news release, including the risks 
and uncertainties relating to regulatory trends and decisions, the company’s ability to continue to access the capital markets 
and the other factors discussed in the company’s frlings with the Securities and Exchange Commission. These factors include 
the risks and uncertainties discussed in the company’s Annual Report on Form 10-K for the fiscal year ended September 30, 
2008 and in the company’s QuarterIy Report on Form 10-Q for the three and six montlis ended March 3 1,2009. Although the 
company believes 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. The company undertakes no obligation to 
update or revise forward-looking statements, whether as a result of new information, future events or otherwise. 

About Atmos Energy 

Atmos Energy Corporation, headquartered in Dallas, is the country’s largest natural-gas-only distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states from the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Atn?os Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primarily in the Midwest and Southeast and manages company-owned 
natural gas pipeline and storage assets, including one of the largest intrastate natural gas pipeline systems in Texas. Atmos 
Energy is a Fortune 500 company. For more information, visit www.atmosenergy.com . 
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Atmos Energy Corporation 
Financial Highlights (Unaudited) 

Statements of Income 
(000s except per share) 

Thrrc Months Ended 
June 30 

2008 2009 -- 
Gross Profit: 

Natural gas distribution segment 
Regulated transmission and storage segment 
Natural gas marketing segment 
Pipeline, storage and other segment 
Intersegment eliminations 

Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
‘Taxes, other than income 
Asset impairment 

Operating income 

Miscellaneous income 
Interest charges 

Income (loss) before income taxes 
Income tax expense (benefit) 
Net income (loss) 

Basic net income (loss) per share 
DiIuted net income (loss) per share 

Cash dividends per share 

Weighted average shares outstanding: 

Total operating expenses 

Basic 
Diluted 

Summary Net Ineomc (Loss) by Segment (000s) 

Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage and other 

Consolidated net income (loss) 
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$191,682 
49,345 
15,022 
4,014 
(423) 

259,640 

1 10,895 
54,181 
47,577 
3,304 

21 5,957 

43,683 

1,219 

$199,928 
46,286 
(2,63 1) 
3,174 

246,222 

117,822 
50,356 
57,335 

225,513 

20,709 

1,600 

(535) 

- 

41,51 I 33,470 

3,391 (11,161) 
1,427 (4,573) 

$ 1,964 $ (6,588) 

$ 0.02 $ (0.07) 
$ 0.02 $ (0.07) 

$ .330 $ .325 

91,338 89,648 
92,002 89,648 

Three Months Ended 
Junc 30 

2009 2008 

$ (14,941) $(12,378) 
12,954 10,265 

(6,314) 2,099 
1,852 1,839 

$ 2,964 $ (6,588) 

I 

Percentage 
Change 

(4)% 
7% 

67 1% 
26% 
21 Yo 

5 yo 

(6)% 
8% 

(1 7)% 
100% 

(4)% 

111% 

(24)% 
24% 

130% 
13 1% 
130% 

Percentage 
Change - 

(2 1 )% 
26% 

133% 
I %  

130% 

9/17/2009 



ATMOS ENERGY COW (FOIXD: 8-K.) Page 1 1 of 13 

Amos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Statements of Income 
(000s except per share) 

Gross Profit: 
Natural gas distribution segment 
Regulated transmission and storage segment 
Natural gas marketing segment 
Pipeline, storage and other segment 
Intersegment eliminations 

Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
Taxes, other than income 
Asset impairments 

Operating income 

MiscelIaneous income (expense) 
Interest charges 

Income before income taxes 
Income tax expense 
Net income 

Basic net income per share 
Diluted net income per share 

Cash dividends per share 

Weighted average shares outstanding: 

Total operating expenses 

Basic 
Diluted 

Summary Net Income by Segment (000s) 

Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage and other 

Consolidated net income 

Wine Months Ended 
June 30 

2009 2008 -~ 

$ 857,146 $ 830,652 
163,261 142,772 
68,589 59,664 
27,175 18,856 
(1,268) (I ,690) 

1,114,903 1,050,254 

365,3 12 
160,757 
150,028 

5,3 82 
681,479 

433,424 

116,035 

3 16,742 
109,8 12 

$ 206,930 

$ 2.28 
$ 2.26 

$ .990 

- 

(647) 
-- 

359,064 
147,659 
153,170 
- 

659,893 

390,361 

2,974 
103,803 

289,532 
1 10,783 

$ 178,749 

$ 2.00 
$ 1.99 

$ .975 

90,940 89,281 
91,590 89,937 

Nine Months Ended 
June 30 

-- 2009 2008 

$ 136,768 $ 113,442 
40,080 35,336 
16,022 19,565 
14,060 10,406 

$ 206,930 $ 178,749 

Percentage 
Change 

3% 
14% 
15% 
44% 
25% 

6% 

2% 
9% 

100% 
(2)% 

3% 

11% 

12% 

9% 

16% 

(122)% 

(1)% 

Percentage 
Change 

21% 
13% 

(1 S)% 
35% 
16% 
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Atmos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Condensed Balance Sheets 
(000s) 

Net property, plant and equipment 

Cash and cash equivalents 
Accounts receivable, net 
Gas stored underground 
Other current assets 

Total current assets 

Goodwill and intangible assets 
Deferred charges and other assets 

Shareholders' equity 
1,ong-term debt 

Total capitalization 

Accounts payable and accrued liabilities 
Other current liabilities 
Short-term debt 
Current maturities of long-term debt 

Total current liabilities 

Deferred income taxes 
Deferred credits and other liabilities 

hiip : / / m y .  investquest.~orn/iq/a/ato/fxn/SMato8 k 080409. htm 

June 30, 
2009 

$4,339,364 

125,735 
24 I ,5 82 
3 17,275 
111,420 

796,012 

738,615 
222,039 

$6,096,030 

$2,191,520 
2,169,395 

4,360,915 

221,968 
422,200 

13 1 

644,299 

510,901 
579,915 

$6,096,030 

- 

9 

September 30, 

2008 

$4,136,859 

46,7I 7 
477,15 1 
576,6 17 
184,619 

1,285, 104 

739,086 
- 225,650 

$6,386,699 

$2,052,492 
2,119,792 

4,172,284 

395,388 
460,372 
350,542 

785 

1,207,087 

441,302 
566,026 

$6,386,699 

- . ~  
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Atmos Energy Corporation 
Financial Highiigbts, continued (Unaudited) 

Condensed_Sikt&ments of.Cash Flows 
(000s) 

Nine Months Ended 
June 30 

2009 2008 

Cash flows from operating activities 

Net income 
Depreciation and amortization 
Deferred income taxes 
Changes in assets and liabilities 
Other 

Cash flows from investing activities 

Capital expenditures 
Other, net 

Cash flows from financing activities 

Net decrease in short-term debt 
Net proceeds fkom issuance of long-term debt 
Settlement of Treasury lock agreement 
Repayment of long-term debt 
Cash dividends paid 
Issuance of common stock 

Net cash provided by operating activities 

Net cash used in investing activities 

Net cash used in financing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end of period 

statistics 
Consolidated natural gas distribution throughput (MMcf as metered) 
Consolidated regulated transmission and storage transportation volumes 

Consolidated natural gas marketing sales volumes (MMcf) 
Natural gas distribution meters in service 
Natural gas distribution average cost of gas 
Natural gas marketing net physical position (Bcf) 

W c f )  

####f# 

10 

$ 206,930 $ 178,749 
160,817 147,765 
62,658 77,864 

37 1,180 236 
23,009 12,767 

824,594 417,38 1 

(342,326) (312,878) 
(6,094) (4,303) 

(348,420) (3 17,181) 

(366,449) (35,721) 
445,623 - 

1,938 - 
(407,287) (9,945) 

(90,909) (87,821) 
19,928 19,063 

(397,156) (1 14,424) 

79,O 18 (1 4,224) 
46,717 60 , 725 

$ 125,735 $ 46,501 

Three Months Ended Nine Months Ended 
June 30 June 30 

2009 2008 2009 2008 
69,678 73,483 352,081 367,297 

141,556 152,450 400,699 429,758 
84,162 82,122 282,443 298,351 

3,210,325 3,205,456 3,210,325 3,205,456 
$4.87 $11.53 $7.18 $8.77 
20.0 17.5 20.0 17.5 
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SECURITIES AND EXC N I 

Washington, D.C. 20549 

Current Report Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 

May 5,2009 
Date of Report @ate of earliest event reported) 

ATMOS ENERGY CORPORATION 
(Exact Name of Registrant as Specified in its Charter) 

TEXAS AND VIRGINIA 
(State or Other Jurisdiction 

of Incorporation) 

1-10042 
(Commission Fife Number) 
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75240 
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CI 
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CI 

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2@)) 

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (1 7 CFR 240.13e-4(c)) 
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Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; 
Compensatory Arrangements of Certain Officers. 

(c) On May 5,2009, Christopher T. Forsythe, director, financial reporting of Atmos Energy, was appointed by the 
Board of Directors as vice president and controller, effective May 5,2009. Mr. Forsythe, 37, joined Atmos Energy 
in June 2003 and was promoted to director, frnancial reporting in September 2003. Before joining the company, he 
was a senior manager with PricewaterhouseCoopers LLP in the fm’s  audit and business advisory services group, 
where he began his career upon graduation fiom Baylor TJniversity in 1993. Like all other employees of Atmos 
Energy, Mr. Forsythe is an “at will” employee of the company and therefore does not have an employment 
agreement. However, Mr. Forsythe will participate in all applicable incentive, benefit, change in control and other 
executive compensation plans. Mr. Forsythe has not received any grant or award under any company plan, contract 
or arrangement in connection with his appointment. A copy of  the news release issued on May 5,2009 announcing 
Mi. Forsythe’s appointment is filed herewith as Exhibit 99.1 and is incorporated herein into this Item 5.02 by 
reference. 

(d) Un May 6,2009, Robert C .  Grable was elected to the Board of Directors of the Company, effective May 6,2009, 
with his term expiring at the 2010 annual meeting of shareholders on February 3,2010. The Board of  Directors also 
appointed hk. Grable to serve as a member of the Audit Committee and Human Resources Committee, ako 
effective May 6,2009. Mr. Grable will participate in all applicable compensation and benefit plans offered by the 
company to its directors. Mr. Grable has not received any grant or award under any company plan, contract or 
arrangement in connection with his election. A copy of a news release issued on May 6,2009 announcing 
Mr. Grable’s election to the Board of Directors is filed herewith as Exhibit 99.2 and is incorporated herein into this 
Item 5.02 by reference. 

Item 9.01. Financial Statements and Exhibits. 
(d) Exhibits. 

99.1 

99.2 

News Release issued by Atmos Energy Corporation dated May 5,2009 

News Release issued by Atmos Energy Corporation dated May 6,2009 

2 
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SIGNATURE 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORATION 
(Regis- t) 

By: /s/ LOUIS P. GREGORY 
Louis P. Gregory 
Senior Vice President and General Counsel 
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DATE: May 7,2009 
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INDEX TO EXHIBITS 

Exhibit 
Number Description - ---- 
99.1 

99.2 

News Release issued by Atmos Energy Corporation dated May 5,2009 

News Release issued by Atmos Energy Corporation dated May 6,2009 
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energy 
Media Contact: 
Gerald Hunter 972-855-31 16 

Exhibit 99.1 

News Release 

Analysts Contact: 
Susan Giles 972-855-3729 

Atrnos Energy Corporation Promotes 
Christopher T. Forsythe to Vice President and Controller 

DALLAS (May 5,2009)--Atmos Energy Corporation W S E :  ATO) said today it has promoted Christopher T. Forsythe 
from director, financial reporting, to vice president and controller. He succeeds Fred E. Meisenheher, who was named 
senior vice president and chief financial officer in February. 

“Chris has done a tremendous job over the past six years while heading up our financial reporting hction,” said 
Meisenheher. “We are fortunate to have such a talented and respected individual to take over as controller of the company.” 

Forsythe, 37, joined Atmos Energy in June 2003 and was promoted to director, financial reporting, in September 2003. 
Before joining Amos Energy, he was a senior manager with Pricewaterhousecoopers LLP in the firm’s audit and business 
advisory services group, where he began his career after graduating fiom Baylor LJniversity in 1993. Forsythe holds Bachelor 
of Business Administration degrees in accounting and management information systems. He is a member of the Texas 
Society of Certified Public Accountants. 

Atmos Energy Corporation, headquartered in Dallas, is the country’s largest natural-gas-only distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states from the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Amos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primarily in the Midwest and Southeast and manages company-owned 
natural gas pipeline and storage assets, including one of the largest intrastate natural gas pipeline systems in Texas. Atmos 
Energy is a Fortune 500 company. FOT more information, visit www.atmosenergy.com. 

### 
Exhibit 99.2 

energy 
Media Contact: 
Gerald Hunter 972-855-3 116 

News Release 

Analysts Contact: 
Susau Giles 972-855-3729 

Atmos Energy Corporation Elects 
Robert C. Grable to Board of Directors 

DALLAS (May 6,2009)--Atmos Energy Corporzticiii (NYSE: ATO) said today it has elected Robei-t C. Grable to its board 
of directors, increasing the board’s size to 14 directors. He will serve on the board’s Audit Committee and Human Resources 
Committee. 

9/17/2009 
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Grable is a partner at Kelly Hart & Hallman LLP and one of seven founding members of the firm, which was established in 
1979 in Fort Worth. He heads the firm’s energy practice group and is board cert3ed in oil, gas and mineral Iaw by the Texas 
Board of Legal Specialization. From 1991 to 1992, he served as chairman of the Oil, Gas and Energy Resources Law Section 
of the State Bar of Texas. 

“Bob Grable has not only a stellar legal background, but also an encyclopedic knowledge of the oil and gas industry-from 
domestic production and royalty rights to foreign offshore concessions and international governmental relations,” said Robert 
PIT. Best, chairman and chief executive officer of Amos Energy Corporation. “We look forward to adding his counsel and 
experience to our board.” 

In his law practice, Grable represents clients mainly in litigation and administrative hearings that involve the petroleu~n 
industry. He has represented independent producers, major oil companies, pipelines and royalty owners in a variety of 
litigation in state and federal trial and appellate courts as well as before state and federal administrative agencies. He is 
counsel of record in more than 30 appellate decisions, including five significant oil and gas opinions of the Texas Supreme 
Court, in all of which he represented the prevailing party. He also has represented clients in Europe and the Middle East in 
international oil and gas operations. 

Grable earned a bachelor’s degree from Southern Methodist University and graduated with high honors from The University 
of Texas School of Law. He was a member of the Order of the Coif and Chancellors, an associate editor of the Texas Law 
Review and Gmnd Chancellor of his class. From 1972 to 1974, he served on active duty as a lieutenant in the Judge Advocate 
General’s Corps of the United States Navy. 

He currently is president and a trustee of The University of Texas Law School Foundation, a member of the McDonald 
Observatory and Astronomy Board of Visitors at The University of Texas at Austin and a member of The University of 
Texas Development Board and Chancellor’s Council Executive Committee. He is a former chairman and member of the 
management committee of the Texas Ballet Theater. 

[ 
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Grable has been listed in the prestigious “Best Lawyers in America” since 1995. He speaks frequently about issues jn oil, gas 
and mineral law and has authored numerous papers in the field. He and his wife, Marty, reside in Fort Worth, where they are 
active in their church and a number of social organizations. They have two grown children. 

Atmos Energy Corporation, headquartered in Dallas, is the country’s largest natural-gas-only distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states from the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Amos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primariIy in the Midwest and Southeast and manages company -owned 
natural gas pipeline and storage assets, including one of the largest intrastate natural gas pipeline systems in Texas. Afmos 
Energy is a Fortune 500 company. For more infomation, visit www.atmosenergy.com. 

### 
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SECIJ 
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15(d) of the Securities Exchange Act of 1934 
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Date of Report (Date of earliest event reported) 

ATMOS E ERGY C ORATION 
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Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 
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Item 2.02. Results of Operations and Financial Condition. 
On Thursday, April 30,2009, Amos Energy Corporation (the “Company”) issued a news release in which it reported 

the Company’s financial results for the second quarter of the 2009 fiscal year, which ends September 30,2009, and that 
certain of its officers would discuss such financial results in a conference call on Friday, May 1,2009 at 1O:OO a.m. Eastern 
The ,  In the release, the Company also announced that the call would be webcast live and that slides for the webcast would 
be available on its Web site for all interested parties. 

A copy ofthe news release is h i s h e d  as Exhibit 99.1. The information furnished in this Item 2.02 and in Exhibit 99.1 
shall not be deemed to be “filed” for purposes of Section 18 of the Exchange Act or otherwise subject to the liabilities of that 
section, nor shall such information be deemed to be incorporated by reference into any of the Company’s fiIings under the 
Securities Act or the Exchange Act. 

Item 9.01. Financial Statements and Exhibits. 
(d) Exhibits 

99.1 News Release dated April 30,2009 (furnished under Item 2.02) 
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SIGNATURE 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be I 

signed on its behalf by the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORATiON 
(Registrant) 

DATE: April 30,2009 By: IS/ LOUIS P. GREGORY 
Louis P. Gregory 
Senior Vice President and General Counsel 
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INDEX TO EXHIBITS 

Erhibit 
Number Description -I 

99.1 News Release dated April 30,2009 (furnished under Item 2.02) 
Exhibit 99.1 

energy 
News Release 

Analysts and Media Contact: 
Susan Giles (972) 855-3729 

Atmos Energy Corporation Reports Earnings for the 
Fiscal 2009 Second Quarter and Six Months; Reaffirms Fiscal 2009 Guidance 

DALLAS (April 30,2009)-Atmos Energy Corporation W S E :  ATO) today reported consolidated results for its fiscal 2009 
second quarter and six months ended March 3 1,2009. 

Fiscal 2009 second quarter net income was $129.0 million, or $1.41 per diluted share, compared with net income of 
$1 11.5 million, or $I .24 per diluted share in the prior-year quarter. 
Consolidated results include noncash, unrealized mark-to-market net losses of $3.3 million, or $0.04 per diluted 
share for the second quarter of fiscal 2009, compared with net losses of $24.2 million, or $0.27 per diluted share for 
the prior-year quarter. 
Net income for the second quarter of fiscal 2009 includes the positive impact of a one-time tax benefit of $1 1.3 
million, or $0.12 per diluted share. 
Regulated operations contributed $121.0 million of net income, or $1.32 per diluted share in the fiscal 2009 second 
quarter, compared with $100.9 million of net income, or $1.12 per diluted share in the same period last year. 
Nonregulated operations contributed $8.0 million of net income in the fiscal 2009 second quarter, or $0.09 per 
diluted share, compared with $10.6 million of net income, or $0.12 per diluted share, in the prior-year quarter. 
Atmos Energy still expects fiscal 2009 eamings to be in the previously announced range of $2.05 to $2.15 per 
diluted share. 

For the six months ended March 31,2009, net income was $205.0 million, or $2.24 per diluted share, compared with net 
income of $1 85.3 million, or $2.06 per diluted share for the same period last year. Net income for the current six months 
includes the positive impact of a one-time tax benefit of $1 1.3 million, or $0.12 per diIuted share. For the current six-month 
period, regulated operations contributed $178.9 miIIion of net income, or $1.96 per diluted share, and nonregulated 
operations contributed $26.1 million of net income, or $0.28 per diluted share. Nonregulated operations include noncash, 
unrealized mark-to-market net losses of $16.9 millon, or $0.19 per diluted share for the six months ended March 3 1,2009, 
compared with net losses of $5.3 million, or $0.06 per diluted share for the prior-year period. 

= 
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“The rate and regulatory enhancements achieved in recent years have allowed our core regulated operations the ability to 
provide relatively stable and predictable results, in spite of declining volumes driven by the downturn in the economy,” said 
Robert W. Best, chairman and chief executive officer of Amos Energy Corporation. Also, the company’s credit and liquidity 
positions remain strong inthe midst of this economic uncertainty. We are optimistic that Atrnos Energy will continue to 
deliver our annual earnings growth goal of between 4 to 6 percent, on average.’’ 

~ 

Results for the 2009 Second Quarter Ended March 31,2009 

Natural gas distribution gross profit increased $9.6 million to $367.1 million for the fiscal 2009 second quarter, compared 
with $357.5 million in the prior-year quarter, before intersegment eliminations. This increase reflects a net $21.9 million 
increase in rates, primarily in the company’s Mid-Tex, Louisiana and West Texas service areas and the reversal of a $7.0 
million accrual for estimated unrecoverable gas costs recorded in a prior year. These increases were partially offset by an 
$8.9 million decrease in revenue-related taxes due to lower gas costs and a $13.5 million decrease as a result of lower 
residential and commercial consumption and warmer weather in the Colorado service area, which does not have weather- 
normalized rates. 

Regulated transmission and storage gross profit increased $7.8 million to $59.2 million for the three months ended March 3 1, 
2009, compared with $51.4 million for the three months ended March 31,2008, before intersegment eliminations. This 
increase is due primarily to higher per-unit niargins earned on through-system deliveries of $3.6 million, an increase in 
demand-based charges of $3.3 million, a $2.9 million gain associated with the routine sale of excess inventory and a $1.4 
million increase in revenues resuIting from filings under the Texas Gas Reliability Mastructure Program (GRTP). These 
increases were partially offset by a $4.1 million decrease due to a reduction in transportation volumes to the company’s Mid- 
Tex Division, as a result of warmer weather and a 13 percent decrease in consolidated throughput, due primm-ly to a decline 
in Barnett Shale activity, industrial demand and electric generation demand. 

Natural gas marketing gross profit increased $7.2 million to $23.5 miIIion for the fiscal 2009 second quarter, compared with 
$I 6.3 million for the fiscal 2008 second quarter, before intersegment eliminations. This increase is due principally to a $40.0 
million quarter-over-quarter increase in Atmos Energy Marketing’s (AEM) unrealized margins primarily as a result of lower 
volatility between current cash prices and forward natural gas prices experienced on its net physical position during the 
current quarter. This increase was partially offset by a $29.8 million decrease in margins realized eom AEM’s storage and 
trading activities. As a result of falling current cash prices during the quarter, AEM elected to defer physical storage 
withdrawals into future periods and inject gas into storage. As a result, AEM realized lower storage withdrawal gains in the 
current quarter. In the prior-year quarter, AIEM withdrew gas storage and recognized the associated gains. Finally, delivered 
gas margins decreased $3.0 million, primarily as a result of a 13 percent decrease in consolidated sales volumes. 

Pipeline, storage and other gross profit increased $0.9 million to $10.6 million for the three months ended March 3 1 , 2009, 
compared with $9.7 million for the same period last year, before intersegment eliminations. The increase was attributable 
primarily to larger realized gains from the settlement of financial positions associated with storage and trading activities and 
basis gains earned from utilizing leased pipeline capacity. These increases were essentially offset by lower margins earned in 
the current quarter under asset management plans and increased unrealized losses, due principally to a widening of the 
spreads between current cash prices and forward natural gas prices. 
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Results for the quarter ended March 3 1 , 2009, were favorably impacted by a one-time tax benefit of $1 1.3 million. The 
benefit arose in the current quarter alter the company updated the tax rates used to record its deferred taxes. 

Results for the Six Months Ended March 31,2009 

Natural gas distribution gross profit increased $34.8 million to $665.5 million for the six months ended March 31,2009, 
compared with $630.7 million in the prior-year period, before intersegment eliminations. This increase is due largely to a net 
$37.2 million increase in rates, primarily in the company’s Mid-Tex, Louisiana and West Texas service areas, the reversal of 
the aforementioned $7.0 million accrual for uncollectible gas costs and an $8.3 million increase due to a non-recming update 
to the estimate for gas delivered to customers but not yet billed, resulting fYom base rate changes in several jurisdictions 
recorded in the first quarter of fiscal 2009. These increases were partially oBet  by a $9.2 million decrease in revenue-related 
taxes due to lower gas costs and a $14.8 miIlion decrease as a result of a 4 percent reduction in residential and commercial 
consumption, partially due to warmer weather in the Colorado service area, which does not have weather-normalized rates. 

Regulated transmission and storage gross profit increased $17.4 million to $1 13.9 million for the six months ended March 3 1, 
2009, compared with $96.5 million for the same period last year, before intersegment eliminations. This increase is due 
primarily to higher permit margins earned on through-system deliveries of $7.6 million, a $6.4 million increase in demand- 
based charges, a $2.9 million gain associated with the routine sale of excess inventory and a $2.7 million increase in revenues 
resulting from filings under GRIP. These increases were partially offset by a $3.4 million decrease due to a reduction in 
transportation volumes to the company’s Mid-Tex Division, as a result of warmer weather and a 7 percent decrease in 
consolidated throughput, due principally to a decline in Barnett Shale activity, industrial demand and eleckic generation 
demand. 

Natural gas marketing gross profit decreased $8.7 million to $53.6 million for the fiscal 2009 six-month perio4 compared 
with $62.3 million for the prior-year period, before intersegment eliminations. This decrease primarily reflects a $13.7 
million period-over-period decrease in AEM’s unrealized margins, due principally to greater volatility between current cash 
prices and forward natural gas prices experienced on AEM’s net physical storage position in the current period. Additionally, 
delivered gas margins decreased $2.7 million primarily as a result of an 8 percent decrease in consolidated sales volumes. 
These decreases were partially offset by a $7.7 million increase in margins realized &om AEM’s storage and trading 
activities priman’ly resulting from the recognition in the first quarter of fiscal 2009 of storage withdrawal gains that AEM had 
captured during fiscal 2008, as a result of deferring storage withdrawals and rolling the associated fmancial instruments to 
forward months. 

Pipeline, storage and other gross profit increased $7.5 million to $23.2 million for the six months ended March 3 1,2009, 
compared with $15.7 million for the same period last year, before intersegment eliminations. The increase was due 
principally to larger realized gains fiom the settlement of financial positions associated with storage and trading activities, 
basis gains earned corn utilizing leased pipeline capacity and higher margins earned under asset management plans during 
the airrent-year period compared with the prior-year period. These increases were partially offset by increased unrealized 
losses, due primarily to the widening of the spreads between current cash prices and forward natural gas prices. 
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Consolidated operation and maintenance expense for the six months ended March 31,2009, was $256.5 million, compared 
with $241.2 million for the prior-year period. Excluding the provision for doubtful accounts, operation and maintenance 
expense for the current six-month period was $25 1.2 million, compared with $234.8 million for the prior-year period. The 
$16.4 million increase resulted from higher pipeline maintenance costs, legal costs and employee wages and benefits costs. 

The provision for doubfful accounts was $5.3 million for the six months ended March 31,2009, compared with $6.4 million 
for the same period last year. 'I'he $1.1 million decrease primarily reflects the impact of recent rate design changes, which 
allow for the recovery of the gas cost portion of uncollectible accounts and a decline in the average cost of gas. 

Interest charges for the six months ended March 3 1,2009, were $74.5 million, compared with $70.3 million for the six 
montlis ended March 31,2008. The $4.2 million period-over-period increase reflects higher commercial paper rates, 
increased line of credit commitment fees and higher average short-term debt balances experienced primarily during the first 
quarter of fiscal 2009. 

Results for the six months ended March 3 1,2009, were favorably impacted by a one-time tax benefit of $1 1.3 million. The 
benefit arose after the company updated the tax rates used to record its deferred taxes in the second quarter. 

The debt capitalization ratio at March 3 1,2009, was 54.1 percent, compared with 54.6 percent at September 30,2008, and 
50.0 percent at March 3 1,2008. The debt capitalization ratio at March 3 1,2009, includes an incremental amount of $450 
million of senior notes issued in March 2009. The net proceeds of approximately $446 million were used to redeem the 
company's $400 million 4.00% senior notes on April 30,2009, which were due October 15,2009. Had these senior notes 
been repaid as of March 3 I ,  2009, the debt capitalization ratio would have been 49.9 percent. No short-term debt was 
outstanding at March 3 1 , 2009 (other than the $400 million 4% senior notes that were called on March 30,2009 for 
redemption on April 30,2009) and March 31,2008, while short-term debt was $350.5 million at September 30,2008. 

For the six months ended March 3 1,2009, Amos Energy generated operating cash flow of $614.6 million from operating 
activities compared with $479.2 million for the six months ended March 31,2008. Period over period, the $1 35.4 million 
increase was athibutable primarily to the favorable impact on the company's working capital of the decline in natural gas 
prices in the current year compared to the prior-year period which increased operating cash flow by $61 -2 million, coupled 
with a $5 1.9 million increase due to the favorable th ing  in the recovery of gas costs during the current year. 

Capital expenditures increased to $221.3 million for the six months ended March 3 1,2009, compared with $198.7 million for 
the same period last year. The $22.6 million increase is due principally to spending for a nonregulated storage project and the 
construction of a pipeline extension in the company's regulated operations. 

Outlook 

The leadership of Amos Energy remains focused on enhancing shareholder value by delivering consistent earnings growth. 
Ahas Energy continues to expect fiscal 2009 earnings to be in the range of $2.05 to $2.15 per diluted share, excluding any 
material mark-to-market impact. Major assumptions underlying the earnings projection remain materially unchanged. Capital 
expenditures for fiscal 2009 are expected to range from $500 million to $51 5 million. 
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However, the mark-to-market impact on the nonregulated marketing company’s physical storage inventory at September 30, 
2009, and changes in events or other circumstances that the company cannot currently anticipate or predict, including adverse 
credit market conditions, could result in earnings for fiscal 2009 that are significantly above or below this outlook. Factors 
that could cause such changes are described below in Forward-Looking Statements and in other company documents on file 
with the Securities and Exchange Commission. 

Atmos Energy continues to have reasonably economical access to the commercial paper market and believes it has sufficient 
liquidity to support its operating and capital spending plans. Amounts available to the company under existing and new credit 
facilities coupled with operating cash flow should provide the necessary liquidity to fimd the company’s common stock 
dividend, working capital needs and capital expenditures for fiscal 2009. 

Conference Call to be Webcast May 1,2009 

Atmos Energy will host a conference call with financial analysts to discuss the financial results for the fiscal 2009 second 
quarter and first six months on Friday, May 1,2009, at 10 a.m. EDT. The telephone number is 800-218-0204. The conference 
call will be webcast live on the Atmos Energy Web site at www.atmosenergv.com . A playback ofthe call will be available 
on the Web site later that day. Atmos Energy senior Ieadership who wiII participate in the conference call include: Bob Best, 
chairman and chief executive officer; Kim Cocklin, president and chief operating officer; Fred Meisenheher, senior vice 
president, chief financial officer and controller; and Mark Johnson, senior vice president, nonregdated operations. 

Highlights and Recent Developments 

Atmos Energy Completes Successful Senior Note Offering 
On March 26,2009, Atmos Energy completed the public oBering of $450 million of 8.50% senior notes due 2019. The 
company used most of the net proceeds of this offering of approximately $446 million to redeem the company’s $400 million 
4.00% senior notes on April 30,2009. 

AEM Committed Revolving Credit Facility Increased 
On April 1 , 2009, Atmos Energy Marketing, LLC amended its existing $375 million committed revolving credit facility to 
increase the borrowing base to $450 million. The amended credit facility will expire on December 29,2009. 

This news release should be read in conjunction with the attached unaudited financial information, 
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Forward-Looking Statements 

The matters discussed in this news release may contain “forward-looking statements” within the meaning of Section 27A of 
the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. All statements other than statements of 
historical fact included in this news release are forward-looking statements made in good faith by the company and are 
intended to qualify for the safe harbor from liability established by the Private Securities Litigation Reform Act of 1995. 
W e n  used in this news release or in any of the company’s other documents or oral presentations, the words “anticipate,” 
“believeYy’ “estimate,” “expect,” “forecast,” “goal,” “intend,” “objective,” “plan,” “projection,” “seek,” “strategy’’ or similar 
words are intended to identify forward-looking statements. Such forward-looking statements are subject to risks and 
uncertainties that could cause actual results to differ materially f?om those discussed in this news release, including the r isks  
and uncertainties relating to regulatory trends and decisions, the company’s ability to continue to access the capital markets 
and the other factors discussed in the company’s filings with the Securities and Exchange Commission. These factors include 
the risks and uncertainties discussed in the company’s Annual Report on Form 10-K for the fiscal year ended September 30, 
2008 and in the company’s Quarterly Report on Form 10-Q for the three months ended December 3 1,2008. Although the 
company believes 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 The company undertakes no obligation to 
update or revise forward-looking statements, whether as a result of new information, future events or otherwise. 

About Atmos Energy 

Atmos Energy Corporation, headquartered in DaUas, is the country’s largest natural-gas-only distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states from the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Amos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primarily in the Midwest and Southeast and manages company-owned 
natural gas pipeline and storage assets, including one of the Jargest intrastate natural gas pipeline systems in Texas. Atmos 
Energy is a Fortune 500 company. For more information, visit =.y:nosenergy.com . 
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Atmos Energy Corporation 
Financial Highlights (lJnaudited) 

Statements of Income 
(000s ereept per share) 

Gross Profit: 
Natural gas distribution segment 
Regulated transmission and storage segment 
Natrml gas marketing segment 
Pipeline, storage and other segment 
Intersegment eliminations 

Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
Taxes, other than income 

Total operating expenses 

Operating income 

Miscellaneous income (expense) 
Interest charges 

Income before income taxes 
Income tax expense 
Net income 

Basic net income per share 
Diluted net income per share 

Cash dividends per share 

Weighted average shares outstanding: 
Basic 
Diluted 

Summary Net Income by Segment (000s) 

Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage and orher 

Consolidated net income 

l~ttp://wwur. investquest.com./iq/a/at~to/fin/8k/ato8k04.3 009 .htm 

Three Months Ended 
March 31 

2009 2008 
-,. 

$367,080 
59,234 
23,544 
10,616 

460,05 1 

12 1,740 
53,450 
58,314 

233,504 

226,547 

(423) 

(1,565) 
35,533 

189,449 
60,446 

$1 29,003 

$ 1.42 
$ 1.41 

$ -330 

$357,524 
5 1,440 
16,332 
9,684 
(586) 

434,394 

120,053 
48,790 
54,408 

223,251 

21 1,143 

1,467 
33,516 

179,094 

-- 

67,560 
$11 1,534 

$ 1.25 
$ 1.24 

$ .325 

90,895 89,3 14 
91,567 89,990 

Three Months Ended 
March 31 

2009 2008 

$101,576 $ 85,656 
19,465 15,224 
3,348 5,279 
4,614 5,375 

$129,003 $1 11,534 
--I___ -~ 

7 

Percentage 

Change 

3% 
15% 
44yo 
10% 
28% 
6% 

1 Yo 
10% 
7% 
5% 

7% 

6% 

6% 

16% 

(203% 
-- 

(1 1)% - 

Percentage 

Change 

19% 
28% 

(1 41% 
16% 

(37)% 
I_- 
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Atrnos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Statements of Iucome 
(000s except per share) 

Gross Profit: 
Natural gas distribution segment 
Regulated transmission and storage segment 
Natural gas marketing segment 
Pipeline, storage and other segment 
Intersegment e l f ia t ions 

Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
Taxes, other than income 

Total operating expenses 

Operating income 

Miscellaneous income (expense) 
Interest charges 

Income before income taxes 
Income tax expense 
Net income 

Basic net income per share 
Diluted net income per share 

Cash dividends per share 

Weighted average shares outstanding: 
Basic 
Diluted 

Summary Net Income by Segment (000s) 

Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage and other 

Consolidated net income 

llttp : //www. inves tquest . com/iq/a/ato/fin/S k/ato 8 it04 3 00 9. htm 

Six Months Ended 
March 31 

2008 -..___ 2009 

$665,464 $630,724 
113,916 96,486 
53,567 62,295 
23,161 15,682 

855,263 804,032 

256,495 241,242 
106,576 97,303 

95,835 102,45 1 
465,522 434,380 

389,741 369,652 

(1,866) 1,374 
74,524 70,333 

313,351 300,693 
108,385 115,356 

$204,966 $185,337 

$ 2.26 $ 2.08 
$ 2.24 $ 2.06 

$ .66 $ -65 

(845) (1,155) 

I_- 

90,637 89,133 
91,311 89,s 17 

Si Months Ended 
March 31 

2009 2008 
I____. 

$151,709 $125,820 
27,126 25,071 
13,923 25,879 
12,208 8,567 

$204,966 $185,337 

8 

j 
Percentage 

Change 

6% 
18% 

(14)% 
48% 
27% 
6% 

6% 
10% 
7% 
7% 

5% 

(236)% 
6% 

4% 
(6)% 
11% 

I~ 

_I- 

Percentage 

Change 

21% 
8% 

(46)% 
43 y o  
11% 
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Atmos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Condensed Balance Sheets 
(000s) 

Net property, plant and equipment 

Cash and cash equivalents 
Accounts receivable, net 
Gas stored underground 
Other current assets 

Total current assets 

Goodwill and intangible assets 
Deferred charges and other assets 

Shareholders’ equity 
Long-term debt 

Total capitaIization 

Accounts payable and accrued liabilities 
Other current liabilities 
Short-term debt 
Current maturities of long-term debt 

Total current liabilities 

Deferred income taxes 
Deferred credits and other liabilities 

March 31, 
2009 

$4,263,192 

482,085 
53 1,749 
327,288 
137,433 

1,478,555 

738,772 
205,242 

$6,685,761 

$2,178,494 
2,169,141 

4,347,635 

472,078 
413,764 

400,225 

1,286,067 

466,868 
585,191 

-.- 

$6,685,76 1 

9 

September 30, 

2008 

$4,136,859 

46,7 17 
477,15 1 
576,617 
184,619 

1,285, I04 

739,086 
225,650 

$6,386,699 

$2,052,492 
2,119,792 

4,172,284 

395,388 
460,372 
350,542 

785 

1,207,087 

441,302 
566 026 -A 
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Atmos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Condensed Statements of Cash Flows 
(000s) 

Cash flows from operating activities 

Net income 
Depreciation and amortization 
Deferred income taxes 
Changes in assets and liabilities 
Other 

Cash flows from investing activities 

Capital expenditures 
Other, net 

Cash flows from financing activities 

Net decxease in short-term debt 
Net proceeds fiom issuance of long-term debt 
Settlement of Treasury lock agreement 
Repayment of long-tern debt 
Cash dividends paid 
Issuance of common stock 

Net cash provided by operating activities 

Net cash used in investing activities 

Net cash provided by (used in) financing activities 

Net increase in cash and cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end of period 

Statistics 

Consolidated natural gas distribution throughput (MMcf as metered) 
Consolidated regulated transmission and storage transportation volumes 

Consolidated natural gas marketing sales volumes oM\xcf) 
Natural gas distribution meters in service 
Natural gas distribution average cost of gas 
Natural gas marketing net physical position (Bcf) 

w c f )  

#m# 
10 

Six Months Ended 
March 31 

2009 2008 

$ 204,966 
106,597 
97,892 

191,533 
13,634 

6 14,622 

(22 1,330) 
(3,925) 

(225,255) 

(353,468) 
446,188 

1,938 

(60,446) 
12,414 
46,001 

43 5,3 6 8 
46,717 

$482,085 

(625) 

Three Months Ended 

$ 185,337 
97,370 
72,277 

117,355 
6,853 

479,192 

(1 98,722) 

(201,854) 
-- (3,132) 

(1 50,582) 
-. 
- 

(2,253) 
(58,43 1) 
12,839 

(1 98,427) 

78,911 
60,725 

$ 139,636 

Six Months Ended 

2009 2008 2009 2008 
March 31 March31 - 

-- 
156,621 175,298 282,403 293,814 

123,285 141,108 259,143 277,308 
104,973 120,023 198,281 216,229 

3,223,769 3,221,195 3,223,769 3,221,195 
$7.10 $8.59 $7.61 $8.26 
21.9 20.7 21.9 20.7 
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UNITED STATES 
SECURITIES AND EXCIZANGE COMM[ISSLON 

Washington, D.C. 20549 

Form 8-E( 

Current Report Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 

April 30,2009 
Date of Report @ate of earliest event reported) 

ATMOS ENERGY CORPORATION 
(Exact Name of Registrant as Specified in its Charter) 

TEXAS AND VIRGINIA 
(State or O&er Jurisdiction 

of Lncorporafion) 

1-10042 
(Commission Pile Number) 

1800 THREE IJNCOLN CENTRE? 
5430 LBJ BXEEWAY9 DALLAS, TEXAS 

(Address of Principal Execntive Offices) 

(972) 934-9227 
(Registrant’s Telephone Number, Including Area Code) 

Not Applicable 
(Former Name or Former Address, if Changed Since Last Report) 

75-1743247 
(LRS. Employer 

Identification No.) 

75240 
(Zip Code) 

Check the appropriate box below if the Form 8-K Eiling is intended to simultaneously satislj, the firing obligation of the 
registrant under any of the foIIowing provisions: 

0 

0 

Written communications pursuant to Rule 425 under the Securities Act (1 7 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (1 7 CFR 240.14a-12) 

Pre-commencement communications pursuant to Rule 14d-2@) under the Exchange Act (17 CFR 240.14d-2@)) 

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 24Ou13e-4(c)) 
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Item 2.02. Results of Operations and Financial Condition. 
On Thursday, April 30,2009, Atrnos Energy Corporation (the “Company”) issued a news release in which it reported 

the Company’s financial results for the second quarter of the 2009 fiscal year, which ends September 30,2009, and that 
certain of its officers would discuss such financial results in a conference call on Friday, May 1,2009 at 10:OO a.m. Eastern 
Time. In the release, the Company also announced that the call would be webcast live and that slides for the webcast would 
be available on its Web site for all interested parties. 

A copy of the news release is furnished as Exhibit 99.1. The information furnished in this Item 2.02 and in Exhibit 99.1 
shall not be deemed to be “filed” for purposes of Section 18 of the Exchange Act or otherwise subject to the liabilities of that 
section, nor shall such infomation be deemed to be incorporated by reference into any of the Company’s filings under the 
Securities Act or the Exchange Act. 

Item 9.01, Financial Statements and Exhibits. 
(d) Exhibits 

99.1 News Release dated April 30,2009 (hrnished under Item 2.02) 
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SIGNATURE 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORATION 
(Registrant) 

DATE: April 30,2009 By: /s/ LOUIS P. GREGORY 
Louis P. Gregory 
Senior Vice President and General Counsel 
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INDEX TO EXHKBTTS 

Exhibit 
Number Description - 
99.1 

Exhibit 99.1 
News Release dated A<ril30,2009 (furnished under Item 2.02) 

News Release 

Analysts and Media Contact: 
Susan Giles (972) 855-3729 

Atmos Energy Corporation Reports Earnings for the 
Fiscal 2009 Second Quarter and Six Months; Reaffirms Fiscal 2009 Guidance 

DALLAS (April 3O72O09)----Atrnos Energy Corporation (NYSE: ATO) today reported consolidated results for its fiscal 2009 
second quarter and six months ended March 3 I , 2009. 

Fiscal 2009 second quarter net income was $129.0 million, or $1.41 per diluted share, compared with net income of 
$1 1 1.5 million, or $1.24 per diluted share in the prior-year quarter. 
Consolidated results include noncash, unrealized mark-to-market net losses of $3.3 million, or $0.04 per diluted 
share for the second quarter of fiscal 2009, cornpared with net losses of $24.2 million, or $0.27 per diluted share for 
the prior-year quarter. 
Net income for the second quarter of fiscal 2009 includes the positive impact of a one-time tax benefit of $11.3 
million, or $0.12 per diluted share. 
Regulated operations contributed $121.0 million of net income, or $1.32 per diluted share in the fiscal 2009 second 
quarter, compared with $100.9 million ofnet income, or $1.12 per diluted share in the same period last year. 
Nonregulated operations contributed $8.0 million of net income in the fiscal 2009 second quarter, or $0.09 per 
diluted share, compared with $10.6 miIlion of net income, or $0.12 per diluted share, in the prior-year quarter. 
Atmos Energy still expects fiscal 2009 earnings to be in the previously announced range of $2.05 to $2.15 per 
diluted share. 

For the six months ended March 3 I ,  2009, net income was $205.0 million, or $2.24 per diluted share, compared with net 
income of $185.3 million, or $2.06 per diluted share for the same period last year. Net income for the current six months 
includes the positive impact of a one-the tax benefit of $11.3 million, or $0.12 per diluted share. For the current six-month 
period, regulated operations contributed $178.9 million of net income, or $1.96 per diluted share, and nonregulated 
operations contributed $26.1 million o f  net income, or $0.28 per diluted share. NonreguIated operations include noncash, 
unrealized mark-to-market net losses of $16.9 million, or $0.1 9 per diluted share for the six months ended March 3 1,2009, 
compared with net losses of $5.3 million, or $0.06 per diluted share for the prior-year period. 

* 

* 

0 

0 

1 
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“The rate and regulatory enhancements achieved in recent years have allowed our core regulated operations the ability to 
provide relatively stable and predictable results, in spite of declining volumes driven by the downturn in the economy,” said 
Robert W. Best, chairman and chief executive officer of Atmos Energy Corporation. Also, the company’s credit and Liquidity 
positions remain strong in the midst of this economic uncertainty. We are optimistic that Atmos Energy will continue to 
deliver our annual earnings growth goal of between 4 to 6 percent, on average.” 

Results for the 2009 Second Quarter Ended March 31,2009 

Natural gas distribution gross profit increased $9.6 million to $367.1 million for the fiscal 2009 second quarter, compared 
with $357.5 million in the prior-year quarter, before intersegment eliminations. This increase reflects a net $21.9 million 
increase in rates, primarily in the company’s Mid-Tex, Louisiana and West Texas service areas and the reversal of a $7.0 
million accrual for estimated unrecoverable gas costs recorded in a prior year. These increases were partially offset by an 
$8.9 million decrease in revenue-related taxes due to lower gas costs and a $13.5 million decrease as a result of lower 
residential and commercial consumption and warmer weather in the Colorado service area, which does not have weather- 
normalized rates. 

Regulated transmission and storage gross profit increased $7.8 million to $59.2 million for the three months ended March 31, 
2009, cornpared with $5 1.4 million for the three months ended March 3 1 , 2008, before intersegment eliminations. This 
increase is due primarily to higher per-unit margins earned on through-system deliveries of $3.6 miIlian, an increase in 
demand-based charges of $3.3 million, a $2.9 million gain associated with the routine sale of excess inventory and a $1.4 
million increase in revenues resulting from filings under the Texas Gas Reliability Infrastructure Program (GRIP). These 
increases were partially offset by a $4.1 million decrease due to a reduction in transportation volumes to the company’s Mid- 
Tex Division, as aresult of warmer weather and a 13 percent decrease in consolidated throughput, due primarily to a decline 
in Bamett Shale activity, industrjal demand and electric generation demand. 

Natural gas marketing gross profit increased $7.2 million to $23.5 million for the fiscal 2009 second quarter, compared with 
$16.3 million for the fiscal 2008 second quarter, before intersegment eliminations. This increase is due principally to a $40.0 
million quarter-over-quarter increase in Atmos Energy Marketing’s (AEh4J unrealized margins primarily as a result of lower 
volatility between current cash prices and forward natural gas prices experienced on its net physical position during the 
current quarter. This increase was partially offset by a $29.8 million decrease in margins realized fi-om AEM’s storage and 
trading activities. As a result of falling current cash prices during the quarter, AEM elected to defer physical storage 
withdrawals into future periods and inject gas into storage. As a result, AEM realized lower storage withdrawal gains in the 
current quarter. In the prior-year quarter, AEM withdrew gas storage and recognized the associated gains. Finally, delivered 
gas margins decreased $3.0 million, primarily as a result of a 13 percent decrease in consolidated sales volumes. 

Pipeline, storage and other gross profit increased $0.9 miliion to $10.6 miIlion for the three months ended March 3 I , 2009, 
compared with $9.7 million for the same period last year, before intersegment eliminations. The increase was attributable 
primarily to larger realized gains from the settlement of kancial positions associated with storage and trading activities and 
basis gains earned from utilizing leased pipeline capacity. These increases were essentially offset by lower margins earned in 
the current quarter under asset management plans and increased unrealized losses, due principally to a widening of the 
spreads between current cash prices and forward natural gas prices. 
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Results for the quarter ended March 3 1,2009, were favorably impacted by a one-time tax benefit of $1 1.3 million. ‘fie 
benefit arose in the current quarter after the company updated the tax rates used to record its deferred taxes. 

Results for the Six Months Ended March 31,2009 

Natural gas distribution gross profit increased $34.8 million to $665.5 million for the six months ended March 31,2009, 
compared with $630.7 million in the prior-year period, before intersegment eliminations. This increase is due largely to a net 
$37.2 million increase in rates, primarily in the company’s Mid-Tex, Louisiana and West Texas service areas, the reversal of 
the aforementioned $7.0 million accrual for uncollectible gas costs and an $8.3 million increase due to a non-recurring update 
to the estimate for gas delivered to customers but not yet billed, resulting fiom base rate changes in several jurisdictions 
recorded in the first quarter of fiscal 2009. These increases were partiaIly offset by a $9.2 million decrease in revenue-related 
taxes due to lower gas costs and a $14.8 million decrease as a result of a 4 percent reduction in residential and commercial 
consumption, partially due to warmer weather in the Colorado service area, which does not have weather-normalized rates. 

Regulated transmission and storage gross profit increased $17.4 million to $1 13.9 million for the six months ended March 3 1, 
2009, compared with $96.5 million for the same period last year, before intersegment eliminations. This increase is due 
primarily to higher per-unit margins earned on through-system deliveries of $7.6 million, a $6.4 million increase in demand- 
based charges, a $2.9 million gain associated with the routine sale of excess inventory and a $2.7 million increase in revenues 
resulting from filings under GRIP. These increases were partially offset by a $3.4 million decrease due to a reduction in 
transportation volumes to the company’s Mid-Tex Division, as a result of warmer weather and a 7 percent decrease in 
consolidated throughput, due principally to a decline in Barnett Shale activity, industrial demand and electric generation 
demand. 

Natural gas marketing gross profit decreased $8.7 million to $53.6 million for the fiscal 2009 six-month period, compared 
with $62.3 million for the prior-year period, before intersegment eliminations. This decrease primarily reflects a $13.7 
million period-over-period decrease in AEM’s unrealized margins, due principally to greater volatility between current cash 
prices and forward natural gas prices experienced on AEMs net physical storage position in the current period. Additionally, 
delivered gas margins decreased $2.7 million primarily as a result of an 8 percent decrease in consolidated sales volumes. 
These decreases were partially offset by a $7.7 million increase in margins realized from AEM’s storage and trading 
activities primarily resulting from the recognition in the first quarter of fiscal 2009 of storage withdrawal gains that AEM had 
captured during fiscal 2008, as a result of deferring storage withdrawals and rolling the associated financial instruments to 
forward months. 

Pipeline, storage and other gross profit increased $7.5 million to $23.2 million for the six months ended March 31,2009, 
compared with $15.7 million for the same period last year, before intersegment eliminations. The increase was due 
principally to Larger realized gains from the settlement of financial positions associated with storage and trading activities, 
basis gains earned from utilizing leased pipeline capacity and higher margins earned under asset management plans during 
the current-year period compared with the prior-year period. These increases were partially offset by increased unrealized 
losses, due primarily to the widening of the spreads between current cash prices and forward natural gas prices. 
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Consolidated operation and maintenance expense for the six months ended March 31,2009, was $256.5 million, compared 
with $241.2 million for the prior-year period. Excluding the provision for doubtful accounts, operation and maintenance 
expense for the current six-month period was $251.2 million, compared with $234.8 million for the prior-year period. The 
$16.4 million increase resulted from higher pipeline maintenance costs, legal costs and employee wages and benefits costs. 

The provision for doubtful accounts was $5.3 million for the six months ended March 31 , 2009, compared with $6.4 million 
for the same period last year. The $1.1 million decrease primarily reflects the impact of recent rate design changes, which 
allow for the recovery of the gas cost portion of uncollectible accounts and a deche  in the average cost of gas. 

Interest charges for the six months ended March 3 I , 2009, were $74.5 million, compared with $70.3 million for the six 
months ended March 3 1 , 2008. The $4.2 million period-over-period increase reflects higher commercial paper rates, 
increased line of credit commitment fees and higher average short-term debt balances experienced primarily during the first 
quarter of fiscal 2009. 

Results for the six months ended March 3 1,2009, were favorably impacted by a one-time tax benefit of $1 1.3 million. ?Be 
benefit arose after the company updated the tax rates used to record its deferred taxes in the second quarter. 

The debt capitalization ratio at March 31,2009, was 54.1 percent, compared with 54.6 percent at September 30,2008, and 
50.0 percent at March 31,2008. The debt capitalization ratio at March 3 1,2009, includes an incremental amount of $450 
million of senior notes issued in March 2009. The net proceeds of approximately $446 million were used to redeem the 
company’s $400 million 4.00% senior notes on April 30,2009, which were due October 15, 2009. Had these senior notes 
been repaid as of March 3 1,2009, the debt capitalization ratio would have been 49.9 percent. No short-term debt was 
outstanding at March 3 1,2009 (other than the $400 million 4% senior notes that were called on March 30,2009 for 
redemption on April 30,2009) and March 31,2008, while short-term debt was $350.5 million at September 30,2008. 

For the six months ended March 31,2009, Amos Energy generated operating cash flow of $614.6 miIIion 50m operating 
activities compared with $479.2 million for the six months ended March 31,2008. Period over period, the $135.4 million 
increase was attributable primarily to the favorable impact on the company’s working capital of the decline in natural gas 
prices in the current year compared to the prior-year period which increased operating cash flow by $61.2 million, coupled 
with a $51.9 million increase due to the favorable timing in the recovery of gas costs during the current year. 

Capital expenditures increased to $221.3 million for the six months ended Marcb 31,2009, compared with $198.7 million for 
the same period last year. The $22.6 million increase is due principally to spending for a nonregulated storage project and the 
construction of a pipeline extension in the company’s regulated operations. 

Outlook 

The leadership of Atnos Energy remains focused on enhancing shareholder value by delivering consistent earnings growth. 
Amos Energy continues to expect fiscal 2009 earnings to be in the range of $2.05 to $2.1 5 per diluted share, excluding any 
material mark-to-market impact. Major assumptions underlying the earnings projection remain materially unchanged. Capital 
expenditures for fiscal 2009 are expected to range from $500 million to $515 million. 

4 

http://www.investquesl.com/iq/a/ato/fin/8k/ato8k043009.l1irn 9/17/2009 

http://www.investquesl.com/iq/a/ato/fin/8k/ato8k043009.l1irn


ATMOS ENERGS COW (Form: 8-K) Page 8 of 13 

However, the mark-to-market impact on the nonregulated marketing company’s physical storage inventory at September 30, 
2009, and changes in events or other circumstances that the company cannot currently anticipate or predict, including adverse 
credit market conditions, could result in earnings for fiscal 2009 that are significantly above or below this outlook. Factors 
that could cause such changes are described below in Forward-Looking Statements and in other company documents on file 
with the Securities and Exchange Commission. 

Amos Energy continues to have reasonably economical access to the commercial paper market and believes it has sufficient 
liquidity to support its operating and capital spending plans. Amounts available to the company under existing and new credit 
facilities coupled with operating cash Bow should provide the necessary liquidity to fund the company’s common stock 
dividend, working capital needs and capital expenditures for fiscal 2009. 

, 

Conference CaIl to be Webcast May 1,2009 

Atmos Energy will host a conference call with financial analysts to discuss the financial results for the fiscal 2009 second 
quarter and first six months on Friday, May 1,2009, at 10 a.m. EDT. The telephone number is 800-218-0204. The conference 
call will be webcast live on the Atmos Energy Web site at ww.atrnosenergy.com I A playback of the call will be available 
on the Web site later that day. Atmos Energy senior leadership who will participate in the conference call include: Bob Best, 
chairman and chief executive ofticer; Kim Cocklin, president and chief operating officer; Fred Meisenheimer, senior vice 
president, chief fmancial officer and controller; and Mark Johnson, senior vice president, nonregulated operations. 

Highlights and Recent Developments 

Atmos Energy Completes Successful Senior Note Offering 
OnMarch 26,2009, Atmos Energy completed the public offering of $450 million of 8.50% senior notes due 2019. The 
company used most of the net proceeds of this offering of approximately $446 million to redeem the company’s $400 million 
4.00% senior notes on April 30,2009. 

AEM Committed Revolving Credit Facility Increased 
On April 1,2009, Atmos Energy Marketing, LLC amended its existing $375 million committed revolving credit facility to 
increase the borrowing base to $450 million. The amended credit facility will expire on December 29,2009. 

?’his news release should be read in conjunction with the attached unaudited financial information. 
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Forward-Looking Statements 

The mafters discussed in this news release may contain “forward-looking statements” within the meaning of Section 27A of 
the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. All statements other than statements of 
historical fact included in this news release are forward-looking statements made in good faith by the company and are 
intended to qualify for the safe harbor from liability established by the Private Securities Litigation Reform Act of 1995. 
when used in this news release or in any of the company’s other documents or oral presentations, the words “anticipate,” 
“believe,” “estimate,” “expect,” “forecast,” “goal,” “intend,” “objective,” “plan,” “projection,” “seek,” ”strategy” or similar 
words are intended to identify forward-looking statements. Such forward-looking statements are subject to risks and 
uncertainties that could cause actual results to differ materially from those discussed in this news release, including the risks 
and uncertainties relating to regulatory trends and decisions, the company’s ability to continue to access the capital markets 
and the other factors discussed in the company’s filings with the Securities and Exchange Commission. These factors include 
the risks and uncertainties discussed in the company’s Annual Report on Form 10-IC for the fiscal year ended September 30, 
2008 and in the company’s Quarterly Report on Form 10-Q for the three months ended December 31,2008. AIthough the 
company believes 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. The company undertakes no obligation to 
update or revise fonvard-looking statements, whether as a result of new information, future events or otherwise. 

About Atmos Energy 

Atmos Energy Corporation, headquartered in Dallas, is the country’s largest natural-gas-only distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states fkom the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Atmos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primarily in the Midwest and Southeast and manages company-owned 
natural gas pipeline and storage assets, including one of the largest intrastate natural gas pipeline systems in Texas. Atmos 
Energy is a Fortune 500 company. For more information, visit www.atmosenerpy.com . 
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Atrnos Energy Corporation 
Financial Highfights (Unaudited) 

Statements oflncome 
(000s except per share) 

Gross Profit: 
Natural gas distribution segment 
Regulated transmission and storage segment 
Natural gas marketing segment 
Pipeline, storage and other segment 
Intersegment eliminations 

Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
Taxes, other than income 

Total operating expenses 

Operaling income 

Miscellaneous income (expense) 
Interest charges 

Income before income taxes 
Income tax expense 
Net income 

Basic net income per share 
Diluted net income per share 

Cash dividends per share 

Weighted average shares outstanding: 
Basic 
Diluted 

Summary Net h o m e  by Segment (000s) 

Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage and other 

Consolidated net income 
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Three Months Ended 
March 31 

2009 , 2008 

$367,080 
59,234 

10,616 

460,051 

121,740 
53,450 
58,3 14 

233,504 

226,547 

(1,565) 
35,533 

189,449 
60,446 

$129,003 

$ 1.42 
$ 1.41 

$ .330 

23,544 

..-- _o 

$357,524 
5 1,440 
16,332 
9,684 
-- (586) 
434,394 

120,053 
48,790 
54,408 

223,25 I 

21 1,143 

1,467 
33,516 

179,094 
67,560 

$1 11,534 

$ 1.25 
$ 1.24 

$ "325 

-.- 

90,895 89,3 14 
91,567 89,990 

T h e e  Months Ended 
March31 -- 

2009 2008 

$101,576 $ 85,656 
19,465 15,224 
3,348 5,279 
4,614 5,375 

$129,003 $1 11,534 

I 

Rercentage 

Change 

3% 
15% 
44% 
10% 
28% 
6% 

1 Yo 
10% 
7% 
5% 

7% 

(207)% 
6% 

6% 

16% 
(ll)% 

Percentage 

Change 

19% 
28% 

( 14)% 
1 6% 

(37)% 

= 
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Atmos Energy Corporation 
Financia1 Highlights, continued (tJnaudited) 

Statements of Income 
(000s except per share) 

Gross Profit: 
Natural gas distribution segment 
Regulated transmission and storage segment 
Natural gas marketing segment 
Pipeline, storage and other segment 
Intersegment eliminations 

Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
Taxes, other than income 

Total operating expenses 

Operating income 

Miscellaneous income (expense) 
Interest charges 

Income before income taxes 
Income tax expense 
Net income 

Basic net income per share 
Diluted net &come per share 

Cash dividends per share 

Weighted average shares outstanding: 
Basic 
Diluted 

Summary Net lncome by Segment (000s) 

Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage and other 

Consolidated net income 

8 

Sir Months Ended 
March 31 

2009 2008 

$665,464 
113,916 
53,567 
23,161 

855,263 

256,495 
106,576 
102,451 
465,522 

389,741 

74,524 

313,351 

(845) 

(1,866) 

108,385 
$204,966 

$ 2.26 
$ 2.24 

$ .66 

$630,724 
96,486 
62,295 
15,682 
(1,155) 

804,032 

24 1,242 
97,303 
95 835 

434,380 

369,652 

1,374 
70,333 

300,693 

-A 

-- 

Percentage 

Change 

6% 
18% 

( 14)% 
48% 
27% 

6% 
-- 

6% 
10% 
7% 
7% 

5% 

(236)% 
6% 

4% 
115,356 (6)% 

$185,33 7 11% 

$ 2.08 
$ 2.06 

$ "65 

90,637 89,133 
91,311 89,817 

Six Months Ended 
March 31. 

2009 2008 

$151,709 $125,820 
27,126 25,071 
13,923 25,879 
12,208 8,567 

$204,966 $I 85,337 

Percentage 

Change 

21% 
8% 

(40% 
43% 
11% = 
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Atmos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Condensed Balanee Sheets 
(000s) 

Net property, plant and equipment 

Cash and cash equivalents 
Accounts receivable, net 
Gas stored undergrourid 
Other current assets 

Total current assets 

Goodwill and intangible assets 
Deferred charges and other assets 

Shareholders’ equity 
Long-term debt 

Total capitalization 

Accounts payable and accrued liabilities 
Other current liabilities 
Short-tern debt 
Current maturities of long-term debt 

Total current liabilities 

Deferred income taxes 
Deferred credits and other liabilities 

9 
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March 31, 
2009 

$4,263,192 

482,085 
53 1,749 
327,288 
137,433 

1,478,555 

738,772 
205,242 

$6,685,761 

$2,178,494 
2,169,141 

4,347,635 

472,078 
4 13,764 

400,225 

1,286,067 

466,868 
585,191 

$6,685,76 1 

- 

-- 

9/17/2009 

September 30, 

2008 
1 

$4,136,859 

46,7 17 
477,15 1 
576,617 
184,619 

1,285,104 

739,086 
225 650 

$6,386,699 

$2,052,492 
2,119,792 

4,172,284 

395,388 
460,372 
350,542 

785 

1,207,087 

44 1,302 
566,026 

$6,386,699 

A- 
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Atmos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Condensed Statements of Cash Flows 
(000s) 

Cash flows from operating activities 

Net income 
Depreciation and amortization 
Deferred income taxes 
Changes in assets and liabilities 
Other 

Cash flows from investing activities 

Capital expenditures 
Other, net 

Cash flows from financing activities 

Net decrease in short-term debt 
Net proceeds from issuance of long-term debt 
Settlement of Treasury lock agreement 
Repayment of long-term debt 
Cash dividends paid 
Issuance of common stock 

Net cash provided by operating activities 

Net cash used in investing activities 

Net cash provided by (used in) financing activities 

Net increase in cash and cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end of period 

SbtiStiCS 

ConsoIidated nahral gas distribution throughput (hlMcf as metered) 
Consolidated regulated transmission and storage transportation volumes 

Consolidated natural gas marketing sales volumes (MMcf) 
Natural gas distribution meters in service 
Natural gas distribution average cost of gas 
Natural gas marketing net physical position (Bcf) 

w c f )  

### 

IO 
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Six Months Ended 
March 31 

2009 2008 -- 

$204,966 $ 185,337 
106,597 97,370 
97,892 72,277 

13,634 6,853 
614,622 479,192 

19 1,533 117,355 
-- 

(221,330) (198,722) 
(3,925) (3,132) 

(225,255) (20 1,854) 

(353,468) (150,582) 
446,188 

1,938 - 
(625) (2,253) 

(60,446) (58,431) 
12,414 12,839 
46,001 (198,427) 

435,368 78,911 
46,717 60,725 

$ 482,085 $ 139,636 

Three Months Endecl Six Months Ended 
March 31 March 31 

2009 2008 2009 2008 
- 

156,621 175,298 282,403 293,814 

123,285 141,108 259,143 277,308 
104,973 120,023 198,281 216,229 

3,223,769 3,22 1,195 3,223,769 3,221 , 195 
$7.10 $8.59 $7.61 $8.26 
21.9 20.7 21.9 20.7 
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Washington, D.C. 20549 

Current Report Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 

March 26,2009 
Date of Report (Date of earliest event reported) 

ATMOS E CORPO 
(Exact Name of Registrant as Specified in its Charter) 

TEXAS AND VIRGINIA 1-10042 
(State or Other Jurisdiction 

of Incorporation) 
(Commission File Number) 

1800 THREE LIIIYCQLN CENTRE, 
5430 LBJ FREEWAY, DALLAS, TEXAS 
(Address of Principal Executive QMices) 

75-1743247 
(I.R.S. Employer 

Identification No.) 

75240 
(Zip Code) 

(972) 934-9227 
(Registrant’s Telephone Number, Including Area Code) 

Not Applicable 
(Former Name or Former Address, if Changed Since Last Report) 

Clieck the appropriate box below ifthe Form 8-K filing is intended to simultaneousIy satisfy the filing obligation of the 
registraut under any of the following provisions: 

Written communications pursuant to Rule 425 under the Securities Act ( I  7 CFR 230.425) 

CJ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CER 240.14a-12) 

Be-commencement communications pursuant to Rule 14d-2@) under the Exchange Act (17 CFR 240,14&2(b)) 

he-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(~)) 
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Item 1.01. Entry into a Material Definitive Agreement. 

On March 26,2009, Atmos Energy Corporation (“Atmos Energy”) completed a public offering of $450,000y000 aggregate 
principal amount of its S.50% Senior Notes due 2019 (the ‘Wotes”). Atmos Energy received net proceeds from the offering, 
after the underwriting discount and estimated offering expenses, of approximately $446 million. The Notes were issued 
pursuant to an indenture dated as of March 26,2009 (the “Indenture”) between Atmos Energy and U.S. Bank National 
Association, as trustee and are represented by a global seem-ty executed by Atmos Energy on March 26,2009 (the “Global 
Security”). The Notes are unsecured obligations rankiig equally with all of Atmos Energy’s existing and future senior 
indebtedness and senior in right of payment to any future indebtedness that is subordinated to the Notes. The Notes bear 
interest at an annual rate of 8.50%, payable by Amos Energy on March 15 and September 1 S of each year, beginning on 
September 15,2009, and mature on March IS, 2019. Atmos Energy may redeem the Notes at its option at any time, in whole 
or in part, at a redemption price calculated in accordance with the Indenhue. 

The Indenture includes covenants that I i t  the ability of Atmos Energy and its restricted subsidiaries (as defined) to, among 
other things, (i) create specified liens, (ii) engage in specified sale and leaseback transactions, (iii) consolidate or merge with 
or into other companies or (iv) sell all or substantially all of Atmos Energy’s assets. The restrictive covenants are subject to a 
number of exceptions and qualifications set forth in the Indenture. The Indenture provides for events of default, including 
(i) interest payment defaults, (5) breaches of covenants, (iii) certain payment defaults at final maturity or acceleration of other 
indebtedness and (iv) the occurrence of events of badiruptcy, insoIvency or reorganization. If any event of default occurs and 
is continuing, subject to certain exceptions, the trustee or the holders of at least 25% in aggregate principal amount of the 
then outstanding Notes may decIare all the Notes to be due and payable immediately, together with any accrued and unpaid 
interest. 

The foregoing summaries are qualified in their entirety by reference to the text of the Indenture and the Global Security, 
which are filed as Exhibits 4.1 and 4.2 to this Current Report on Form 8-K, respectively, and which are incorporated herein 
by reference. 

Item 9-01. Financial Statements and Exhibits. 

(d) Exhibits 

See Index to Exhibits attached hereto. 
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j SIGNATURE 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Regismt has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORA'I?ON 
(Registrant) 

DATE: March 26,2009 By: /s/ LOUIS P. GREGORY 
Louis P. Gregory 
Senior Vice President 
and General Counsel 
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Exhibit No. --. Description I_ 

4.1 Indenture dated as of March 26,2009, behveen Amos Energy Corporation and U.S. Bank: National Association, 
as Trustee 

4.2 Global Secr&ty for the 8.50% Senior Notes due 2019 

EXHIBIT 4.1 

ATMOS ENERGY CORPORATION, 

Issuer, 

to 

1J.S. BANK NATIONAL ASSOCIATION, 

Trustee 

Indenture 

Dated as of March 26,2009 

Debt Securities 
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of 1939 and Indenture, dated as of March 26,2009 
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Indenture Section 
608 
608 
604,607,609(d)(l) 
101(2), 604,613 
10 1(2), 604,6 13 
70 I 
702 
703 
1004 
102 
102 
10 1 (“Opinion of Counsel”), 102 
60 1 
101 (“Outstanding”) 
512 
513 
508 
104(d) 
503 
504 
1003 
107 
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MDENTTJRE, dated as of March 26,2009, between Atmos Energy Corporation, a Texas and Virginia corporation 
(herein called the “Company”), and US. Bank National Association, a banking corporation with trust powers organized and 
existing under the laws of the State of KJnited States, trustee (herein called the “Trustee”). 

RECITALS OF THE COMPANY 

The Company has duly authorized the execution and delivery of this Indenture to provide for the issuance from time to 

This Indenture is subject to the provisions of the Trust Indenture Act of 1939, as amended, that are required to be part 

All things necessary to make this rndenture a valid agreement of the Company, in accordance with its terns, have been 

NOW, THEREFORE, THIS INDENTURE WITNESSETH: 

For and in consideration of the premises and the purchase of the Securities by the Holders thereof, it is mutually 
covenanted and agreed, for the equal and proportionate benefit of all Holders of the Securities or of series thereof, as follows: 

ARTICLE ONE 

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION 

time of its debt securities (herein called the ‘cSecurities’y), to be issued in one or more series as in this Indenture provided. 

of this Tndenture and shall, to the extent applicable, be governed by such provisions. 

done. 

SECTION 101. Definitions . For all purposes of this Indenture, except as otherwise expressly provided or unless the 

(1) the terms defined in this Article have the meanings assigned to them in this Article and include the plural as well as 

(2) all other t ens  used herein which are defined in the Trust Indenture Act, eitber directly or by reference therein, have 

context otherwise requires: 

the singular; 

the meanings assigned to them therein, and the terms “cash transaction” and “seIf-liquidating paper”, as used in TLA 
Section 3 11, shall have the meanings assigned to them in the rules of the Commission adopted under the Trust Indenture 
Act; 

accepted accounting principles and except as otherwise herein expressly provided, the term “generally accepted accounting 
principles” with respect to any computation required or permitted hereunder shall mean such accounting principles as are 
generally accepted in the United States; 

(3) all accounting terns not otherwise defined herein have the meanings assigned to them in accordance with generally 
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(4) “or’, is not exclusive and “including” means “including without limitation"; and 

(5 )  the words ‘%erein”, “hereof’ and “hereunder” and other words of similar import refer to this Indenture as a whole 

Certain terms, used principally in Article Three, are defined in that Article. 

“Act”, when used with respect to any Holder, has the meaning specified in Section 104. 

“Additional Amounts” has the meaning specified in Sec$ion 1008. 

“Affiliate” means, with respect to any specified Person, any other Person directly or indirectly controlling or controlled 
by or under direct or indirect common control with such specified Person. For the purposes of this defjnition, “control” when 
used with respect to any specified Person means the power to direct the management and policies of such Person, directly or 
indirectly, whether through the ownership of voting securities, by contract or otherwise; and the terns “controlling” and 
“controlled” have meanings correlative to the foregoing. 

“Attributable Debt” means, as to any lease under which any Person is at the time Iiable for rent, at any date as of which 
the amount thereof is to be determined, the total net amount of rent required to be paid by such Person under such lease 
during the remaining term, excluding atnounts 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, iu the case of Original Issue Discount Securities) borne by the then Outstanding 
Securities, compounded monthly. 

Section 612 to authenticate Securities. 

pubIication, customarily publisbed on each Business Day, whether or not published on Saturdays, Sundays or holidays, and 
of general circulation in each place in connection with which the tern] is used or in the financial community of each such 
place. Where successive publications are required to be made in Authorized Newspapers, the successive publications may be 
made in the same or in different newspapers in the same city meeting the foregoing requirements and in each case on any 
Business Day. 

assistant secretary, any assistant treasurer, any trust officer or assistant trust offcer, the controller and any assistant controller 
or any other officer of the Trustee customarily performing functions similar to those performed by any of the above- 
designated officers, in each case who is assigned by the Trustee to administer corporate trust matters at its Corporate Trust 
Office, and also means, with respect to a particular corporate trust 

and not to any particular Article, Section or other subdivision. 

“Authenticating Agent” means any Person appointed by the Trustee to act on behalf of the Trustee pursuant to 

“Authorized Newspaper” means a newspaper, in the English language or in an oEcia1 language of the country of 

“Authorized Officer”, when used with respect to the Trustee, means any vice-president, assistant vice president, any 
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matter, any other officer to whom such matter is referred because of his knowledge of and familiarity with the particular 
subject. 

“Bankruptcy Law” means Title 1 1  , U.S. Code or any similar federal or state law for the relief of debtors. 

“Board of Directors” means the Board of Directors of the Company or any duly authorized committee of such Board. 

“Board Resolution” means a copy of a resolution certified by the Corporate Secretary or an Assistant Corporate 
Secretary of the Company to have been duly adopted by the Board of Directors and to be in full force and effect on the date 
of such certification, and delivered to the Trustee. 

“Book-Entry Security” has the meaning specified in Section 304. 

“Business Day”, means any day that, in the city of the principal Corporate Trust Office of the Trustee and in the City of 
New York, is neither a Saturday, Sunday, or legal holiday nor a day on which banking institutions are authorized or required 
by law or regulation to close. 

“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. 

‘‘Commission” means the Securities and Exchange Commission, as from time to time constituted, created under the 
Exchange Act or, if at any time after the execution of this lndenture such Commission is not existing and performing the 
duties now assigned to it under the Trust Indenture Act, then the body performing such duties at such time. 

shall have become such pursuant to the applicable provisions of this Indenture, and thereafter “Company” shall mean such 
successor Person. To the extent necessary to comply with the requirements of the provisions of TIA Sections 3 10 through 
3 17 as they are applicable to the Company, the term “Company” shall include any other obligor with respect to the Securities 
for the purposes of complying with such provisions. 

“Company Request” or “Company Order” means a written request or order signed in the name of the Company (i) by 
its Chairman, Chief Executive Oscer, its President or a Vice President and (E) by its Treasurer, an Assistant Treasurer, its 
Corporate Secretary or an Assistant Corporate Secretary and delivered to the Trustee; provided . however, that such wrjtten 
request or order may be signed by any two of the officers or directors Listed in clause (i) above in lieu of being signed hy one 
of such officers or directors listed in such clause (i) and one of the oficers listed in clause (ii) above. 

“Consolidated Net Tangible Assets” means the aggregate amount of assets (less applicabIe reserves and other properly 
deductible items) after deducting (i) all current liabilities (exchiding any portion thereof constituting Funded Indebtedness) 
and (5) all goodwill, trade 

“Company” means the Person named as the “Company” in the first paragraph of this Indenture until a successor Person 
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names, trademarks, patents, unamortized debt discount and expense and other like intangibles, all as set forth on the most 
recent consolidated balance sheet of the Company contained in the latest quarterly or annual report of the Company filed with 
the Commission under the Exchange Act and computed in accordance with generally accepted accounting principles. 

“Corporate Trust Office” means the office of the Trustee at which at any particular time its corporate trust business 
shall be principally administered, which office on the date of execution of this Indenture is located at U.S. Bank National 
Association, 60 Livingston Avenue, St. Paul, Minnesota 55 107, Attention: Corporate Trust Department. 

trusts. 

I i 

“corporation” includes corporations, associations, partnerships, limited liability companies, companies and business 

“covenant defeasance” has the meaning specified in Section 1403 hereof. 

“Custodian” means my receiver, trustee, assignee, liquidator, sequestrator or similar officer under any Bankruptcy 

“Default” means any event that is, or after notice or passage of time or both would be, an Event of Default. 

“Defaulted Interest” has the meaning specified in Section 308 hereof. 

“defeasance” has the meaning specified in Section 1402 hereof. 

“Definitive Securjty” has the meaning specified in Section 304 hereof. 

“Depository” has the meaning specified m Section 304. 

“Euroclear” means Morgan Guaranty Trust Company of New York, Brussels Office, or its successor as operator of the 

“Event of Default’’ has the meaning specified in Section 501. 

”Exchange Act” means the Securities Exchange Act of 1934, as amended. 

“Extension Notice” and “Extension Period” shall have the meanings specified in Section 309. 

“Final Maturity” has the meaning specified in Section 309. 

“Funded Indebtedness” means as applied to any Person, means all Indebtedness of such Person maturing after, or 

“generally accepted accounting principles” or “GAAP” means generally accepted accounting principles in the lJnited 

Law. 

Euroclear System. 

renewable or extendable at the option of such Person beyond, 12 months from the date of deteimination. 

States. 
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“Global Securities” means one or more Securities evidencing all or part of the Securities to be issued as Book-Entry 
Securities, issued to the Depository in accordance with Section 304 and bearing the legend prescribed in Section 204. 

“Government Obligations” means securities which are (i) direct obligations of the lJnited States government or 
(i) obligations of a Person controlled or supervised by and acting as an agency or instrumentality of the United States 
government, the payment of which is unconditionally guaranteed by the [Jnited States government, which, in either case, are 
full faith and credit obligations of the IJnited States government payable and are not callable or redeemable at the option of 
the issuer thereof and shall also include a depository receipt issued by a bank or trust company as custodian with respect to 
any such Government Obligation or a specific payment of interest on or principal ofany such Government Obligation held 
by such custodian for the account of the holder of a depository receipt; provided that (except as required by law) such 
custodian is not authorized to make any deduction from the amount payable to the holder of such depository receipt from any 
amount received by the custodian in respect of the Government Obligation or the specific payment of interest or principal of 
the Government Obligation evidenced by such depository receipt. 

“guarantee” means, as applied to any obligation, (i) a guarantee (other than by endorsement of negotiable instruments 
for collection in the ordinary course of business), direct or indirect, in any manner, of any part or all of such obligation or 
(ii) an agreement, direct or indirect, contingent or otherwise, providing assurance of the payment or performance (or payment 
of damages in the event of non-perfonnance) of any part or all of such obligation, including, without limiting the foregoing, 
the payment of amounts drawn down by letters of credit. Notwithstanding anything herein to the contrary, a guarantee shaIl 
not include any agreement solely because such agreement creates a Lien on the assets of any Person. The amount of a 
guarantee shall be deemed to be the maximum amount of the obligation guaranteed for which the guarantor coufd be held 
liable under such guarantee. 

‘‘Holder‘ means the Person in whose name a Security is registered in the Security Register. 

“incorporated provision” has the meaning specified in Section 107. 

“Indebtedness” means obligations for money borrowed, evidenced by notes, bonds, debentures or other similar 

ccIndenture7’ means this instrument as originally executed (including all exhibits and schedules hereto) and as it may 

evidences of indebtedness. 

from time to time be supplemented or amended by one or more indentures supplemental hereto entered into pursuant to the 
applicable provisions hereof, and shall include the terms of particular series of Securities established as contemplated by 
Section 301; provided, however, that, if at any time there is more than one series of Securities issued under this instrument, 
“hdenture” shall mean, with respect to each such series of Securities, this instrument as originally executed or as it may from 
time to time be supplemented or amended by one or more indentures suppIementa1 hereto entered into pursuant to the 
provisions hereof applicahk to such series and shall include the terms of such series of Securities 
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established as contemplated by Section 301, exclusive., however , of any provisions or terns which do not relate to such 
series, regardless of when such provisions or terms were adopted. 

“Indexed Security” means a Security the terms of which provide that the principal amount thereof payabIe at Stated 
Maturity may be more or less than the principal face amount thereof at original issuance. 

“interest7’, when used with respect to an Original Issue Discount Security which by its terms bears interest only after 
Maturity, means interest payable after Maturity at the rate prescribed in such Original Issue Discount Security. 

“Interest Payment Date”, when used with respect to any series of Securities, means the Stated Maturity of an 
instaIlment of interest on such Securities. 

“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: 
(i) any acquisition by the Company 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 thereof, (ii) any conveyance or assignment 
whereby the Company or any Restricted Subsidiary conveys or assigns to any Person or Persons an interest in oil, gas or any 
other inineral in place or the proceeds thereof, (iii) any Lien upon any property or assets either owned or leased by the 
Company or any Restricted Subsidiary or in which the Company 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 mineraf resources of such property or assets (or property or assets with which it is unitized) the 
payment to such Person or Persons of the Company’s or the Restricted Subsidiary’s proportionate part of sucli development 
or operating expenses, (iv) any lease classified as an operating lease under generally accepted accounting principles, (v) 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 (vi) any guarantees by the Company of the repayment of Indebtedness of any 
Subsidiary or guarantees by any Subsidiary of the repayment of Indebtedness of any entity, including, but not limited to, 
Indebtedness of Amos Energy Marketing, L.L.C. 

“mandatory sinking fimd payment” shall have the meaning specified in Section 1201. 

“Maturity”, when used with respect to any Security, means the date on which the principal of such Security becomes 
due and payable as therein or herein provided whether at the Stated Maturity, by declaration of acceleration, notice of 
redemption, notice of option to elect repayment or otherwise. 

“Non-Recourse Indebtedness” means, at any time, Indebtedness incurred after the date of the Indenture by the 
Company or a Restricted Subsidiary in connection with the acquisition of property or assets by the Company or a Restricted 
Subsidiary or the financing of 
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the construction of or improvements on property, whenever acquired, provided that, under the terms of such Indebtedness and 
under applicable law, the recourse at such time and thereafter of the lenders with respect to such 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 the Company, 
any Subsidiary of the Company or any other person for (a) environmental or tax warranties and indemnities and such other 
representations, warranties, covenants and indemnities as are customarily required in such transactions, or (b) indemnities for 
and liabilities arising from fraud, misrepresentation, misapplication or non-payment of rents, profits, insurance and 
condemnation proceeds and other sums actually received fi-om secured assets to be paid to the lender, waste and mechanics’ 
liens or similar matters. 

President or the Treasurer of the Company and (ii) the Corporate Secretary or an Assistant Corporate Secretary of the 
Company and delivered to the Trustee; provided , however, that such certificate may be signed by two of the officers or 
directors listed in clause (i) above in lieu of being signed by one of such officers or directors listed in such clause (i) and one 
of the officers listed in clause (ii) above. 

shall incIude the statements provided for in TIA Section 3 14(e) to the extent applicable. 

“Officers’ Certificate” means a certificate signed by (i) the Chairman, Chief Executive Officer, the President, a Vice 

“Opinion of Counsel” means a written opinion of counsel, who may be counsel for the Company. Each such opinion 

“Option to Elect Repayment” shall have the meaning specified in Section 1303. 

c‘Optional Reset Date” shall have the meaning specified in Section 308. 

“optional sinking h n d  payment” shall have the meaning specified in Section 1201. 

“Original Issue Discount Security” means any Security which provides for an amount less than the principal amount 

“Original Stated Maturity” shall have the meaning specified in Section 309. 

“Outstanding” when used with respect to Securities means, as of the date of determination, all Securities theretofore 

(i) Securities theretofore cancelled by the Trustee OT delivered to the Trustee for cancellation; 

(ii) Securities, or portions thereof, for whose payment, purchase, redemption or repayment at the option of the Holder 

thereof to be due and payable upon a declaration of acceleration of the Maturity thereof pursuant to Section 502. 

authenticated and delivered under this Indenture, except: 

money in the necessary amount has been theretofore deposited with the Trustee or any Paying Agent (other than the 
Company) in 
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trust or set aside and segregated in trust by the Company (ifthe Company shall act as its own Paying Agent) for the 
Holders o f  such Securities; ~~o~i&dJhat ,  if such Securities are to be redeemed, notice of such redemption has been duly 
given pursuant to this Indenture or provision therefor satisfactory to the Trustee has been made; 

(iii) Securities, except to the extent provided in Sections 1402 and 1403, with respect to which the Company has 
effected defeasance and/or covenant defeasance as provided in Article Fourteen; and 

(iv) Securities paid pursuant to Section 307 or Securities in exchange for or in lieu of which other Securities have been 
authenticated and delivered pursuant to this Indenture, other than any such Secun’ties in respect of which there shall have 
been presented to the Trustee proof satisfactory to it that such Securities are held by a bona fide purchaser in whose hands 
such Securities are valid obligations of the Company; 

I 

provided , however , that, in determining whether the Holders of the requisite principal amount of Outstanding Securities 
have given any request, demand, direction, consent or waiver hereunder, and for the purpose of making the calculations 
required by T U  Section 3 16, (i) the principal amount of an Original Issue Discount Security that may be counted in making 
such determination or calculation and that shall be deemed to be Outstanding for such purpose shall be equal to the amount of 
principal thereof that would be (or shall have been declared to be) due and payable, at the time of such determination, upon a 
declaration of acceleration of the maturity thereof pursuant to Section 502, (ii) the principal amount of any Indexed Security 
that may be counted in making such determination or calculation and that shall be deemed outstanding for such purpose shall 
be equal to the principal face amount of such Indexed Security at original issuance, unless otherwise provided with respect to 
such Security pursuant to Section 301, and (iii) Securities owned by the Company or any other obligor upon the Securities or 
any Affiliate of the Company or of such other obligor shall be disregarded and deemed not to be Outstanding, except that, in 
determining whether the Trustee shall be protected in making such calculation or in relying upon any such request, demand, 
authorization, direction, notice, consent or waiver., only Securities which an Authorized Officer of the Trustee actually knows 
to be so owned shall be so disregarded. Securities so owned which have been pledged in good faith may be regarded as 
Outstanding if the pledgee establishes to the satisfaction of the Trustee the pledgee’s right so to act with respect to such 
Securities and that the pledgee is not the Company or any other obligor upon the Securities or any Affiliate of the Company 
or such other obligor. 

“Participants” has the meaning specified in Section 304. 

“Paying Agent” means any Person (including the Company acting as Paying Agent) authorized by the Company to pay 

“Person” means any individual, corporation, partnership, limited liability company, joint venture, association, joint- 

the principal of (or premium, if any) or interest, if any, on any Securities on behalf o f  the Company. 

stock company, trust, unincorporated organization or government or any agency or political subdivision thereof. 
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‘?)lace of Payment” means, when used with respect to the Securities of or within any series, the place or places where 
the principal of (and premium, if any) and interest, if any, on such Securities are payable as specified as contemplated by 
Sections 301 and 1002. 

“Predecessor Security” of any particuIar Security means every previous Security evidencing a11 or a portion of the 
same debt as that evidenced by such particular Security; and, for the purposes of this definition, any Security authenticated 
and delivered under Section 307 in exchange for a mutilated Security or in lieu of a destroyed, lost or stolen Security shall be 
deemed to evidence the same debt as the mutilated, destroyed, lost or stolen Security. 

“Principal Property” means any natural gas distribution property located in the ‘CJnited States, except any property that 
in the opinion of the Board of Directors of the Company is not of material importance to the total business conducted by the 
Company and its consolidated Subsidiaries. 

“Redemption Date”, when used ivitli respect to any Security to be redeemed, in whole or in part, means the date fixed 
for such redemption by or pursuant to this Indenture. 

“Redemption Price”, when used with respect to any Security to be redeemed, means the price at which it is to be 
redeemed pursuant to this Indenture. 

“Regular Record Date” for the interest payable on any Interest Payment Date on the Securities of or within any series 
means the date specified for that purpose as contemplated by Section 301. 

“Repayment Date” means, when used with respect to any Secixity to be repaid at the option of the Holder, the date 
futed for such repayment pursuant to this Indenture. 

“Repayment Price” means, when used with respect to any Security to be repaid at the option of the Holder, the price at 
which it is to be repaid pursuant to this Indenture. 

“Reset Notice” shall have the meaning specified in Section 308. 

“Restricted Securities” has the meaning specified in Section 1006. 

‘liestricted Subsidiary” means any Subsidiary the amount of Consolidated Net Tangible Assets of which constitutes 

“Sale and Leaseback Transaction” means any arrangement with any Person in which the Company or any Restricted 

more than 10% of the aggregate amount of Consolidated Net Tangible Assets of the Company and its Subsidiaries. 

Subsidiary leases any Principal Property that has been or is to be sold or transferred by the Company or the Restricted 
Subsidiary to such Person, other than any such arrangement involving (i) a lease for a term, including renewals at the option 
of the lessee, of not more than three years or classified as an operating lease under generally accepted accounting principles, 
(ii) leases between the Company and a Restricted Subsidiary or between Restricted Subsidiaries and (iii) leases of a Principal 
Property executed by the time of, or within 12 months after the latest of, the acquisition, the completion of consfmction or 
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improvement, or the commencement of commercial operation, of the Principal Property, whichever is later. 

“Securities” has the meaning stated in the first recital of this Indenture and more particularly means any Securities 
authenticated and delivered wider this Indenture; provided , however , that if at any time there is more than one series of 
Securities, “Securities” with respect to the Indenture for such series shall mean the Securities authenticated and delivered 
under such Indenture for such series, exclusive , however, of the Securities of any series authenticated and delivered mder 
any other Indenture. 

“Security Register” and “Security Registrar” have the respective meanings specified in Section 306. 

“Special Record Date” means a date fixed by the Trustee for the payment of any Defaulted Interest pursuant to 

“Stated Maturity”, when used with respect to any Security or any instalIment of principal thereof or interest thereon, 

Section 308. 

means the date specified in such Security representing such installment of principal or interest as the fixed date on which the 
principal of such Security or such installment of principal or interest is due and payable, as such date may be extended 
pursuant to the provisions of Section 309. 

“Subsequent Interest Period” shall have the meaning specified in Section 3 08. 

“Subsidiary” of the Company means (i) a corporation, a majority of whose Capital Stock with rights, under ordinary 
circumstances, to elect directors is owned, directly or indirectly, at the date of determination, by the Company, by one or 
more Subsidiaries or by the Company and one or more Subsidiaries or (ii) any other Person (other than a corporation) in 
which at the date of determination the Company, one or more Subsidiaries or the Company and one or more Subsidiaries, 
directly or indirectly, has at least a majority ownership and power to direct the policies, management and affairs of that 
Person. 

which this Indenture was executed, except as provided in Section 905. 

shall have become such pursuant to the applicable provisions of this Indenture, and thereafter “Trustee” shall mean or include 
each Person who is then a Trustee hereunder; provided . however., that if at any time there is more than one such Person, 
“‘I‘rustee” as used with respect to the Securities of any series shall mean only the Trustee with respect to Securities of that 
series. 

“Trust Indenture Act” or “TW’ means the Trust Indenture Act of 1939, as amended, and as in force at the date as of 

“Trustee” means the Person named as the ”Trustee” in the first paragraph of this Indenture until a successor Trustee 

“Trustee Paymeuts‘‘shal1 have the meaning specified in Section 6 10. 

“United States” means, unless otherwise specified with respect to any Securities pursuant to Section 301, the United 
States of America (including the states and the I)istrict of Columbia), its territories, its possessions and other areas subject to 
its jurisdiction. 
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“TJnited States person” means, unless otherwise specified with respect to any Securities pursuant to Section 301, an 
individual who is a citizen or resident of the United States, a corporation, partnership or other entity created or organized in 
or under the laws of the United States or an estate or trust the income of which is subject to Thited States federal income 
taxation regardless of its source. 

“Vice President”, when used with respect to the Company or the Trustee, means any vice president, whether or not 
designated by a number or a word or words added before or after the title “vice president’’. 

“Yield to Maturity” means the yield to maturity, computed at the time of issuance of a Security (or, if applicable, at the 
most recent redetermination of interest on such Security) and as set forth in such Security in accordance with generally 
accepted United States bond yield computation principles. 

SECTION 102. Compliance Certificates and Opinions . 
Upon any application or request by the Company to the Trustee to take any action under any provision of this 

Indenture, the Company shall M s h  to the Trustee an OfGcers’ Certificate stating that all conditions precedent, if any, 
provided for in this Indenture (including any covenant compliance with which constitutes a condition precedent) reIating to 
the proposed action have been complied with and an Opinion of Counsel stating that in the opinion of such counsel all such 
conditions precedent, if any, have been complied with, except that in the case of any such application or request as to which 
the fhmishing of such documents is specifically required by any provision of this Indenture relating to such particular 
application or request, no additional certificate or opinion need be furnished. 

covenant or condition provided for in this Indenture shall include: 
Every certificate or opinion (other than the certificates required by Section 1004) with respect to compliance with a 

(1) a statement that each individual signing such certificate or opinion has read such covenant or condition and the 

(2) a brief Statement as to the nature and scope of the examination or investigation upon which the statements or 

(3) a statement that, in the opinion of each such individual, he has made such examination or investigation as is 

definitions herein relating thereto; 

opinions contained in such certificate or opinion are based; 

necessary to enable him to express an informed opinion as to whether or not such covenant or condition has been complied 
with; and 

(4) a statement as to whether, in the opiiiion of each such individual, such covenant or condition has been complied 
with. 

1 1  
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SECTION 103. Form of Documents Delivered to Trustee . 
Zn any case where several matters are required to be certified by, or covered by an opinion of, any specsed Person, it 

is not necessary that all such matters be certified by, or covered by the opinion of, only one such Person, or that they be so 
certified or covered by only one document, but one such Person may certify or give an opinion with respect to some matters 
and one or more other such Persons as to other matters, and any such Person may certify or give an opinion as to such matters 
in one or several documents. 

Any certificate or opinion of an officer of the Company may be based, insofar as it relates to legal matters, upon a 
certificate or opinion of, or representations by, counsel, unless such officer knows, or in the exercise of reasonable care 
should know, that the certificate or opinion or representations with respect to the matters upon which his certificate or 
opinion is based are erroneous. Any such certificate or Opinion of Counsel may be based, insofar as it relates to factual 
matters, upon a certificate or opinion of, or representations by, an officer or officers of the Company stating that the 
information with respect to such factual matters is in the possession of the Company, unless such courisel knows, or in the 
exercise of reasonable care should know, that the certificate or opinion or representations with respect to such matters are 
erroneous. 

statements, opinions or other instruments under this Indenture, they may, but need not, be consolidated and form one 
instrument. 

Where any Person is required to make, give or execute two or more applications, requests, consents, certificates, 

SECTION 104. Acts of Holders . 
(a) Any request, demand, authorization, direction, notice, consent, waiver or other action provided by this Indenture to 

be given or taken by Holders of the Outstanding Securities of any series may be embodied in and evidenced by one or more 
instruments of substantially similar tenor signed by such Holders in person or by agents duly appointed in writing. Except as 
herein otherwise expressly provided, such action shall become effective when such instrument or instruments or record or 
both are delivered to the Trustee and, where it is hereby expressly required, to the Company. Such instrument or instruments 
and any such record (and the action embodied therein and evidenced thereby) are herein sometimes referred to as the ‘‘Act?’ 
of the Holders signing such instrument or instruments or so voting at any such meeting. Proof of execution of any such 
instrument or of a writing appointing any such agent, or of the holding by any Person of a Security, shall be sufficient for any 
purpose of this Indenture and (subject to ITA Section 3 15) conclusive in favor of the Trustee and the Company, if made in 
the manner provided in this Section. 

(b) The fact and date of the execution by any Person of any such instrument or writing may be proved in any 
reasonable manner which the Trustee deems sufficient. 

(c) The ownership of Securities shall be proved by the Security Register. 

(d) Ifthe Company shall solicit fkom the Holders of Securities any request, demand, authorization, direction, notice, 
consent, waiver or other Act, the Company may, at its option, by or pursuant to a Board ResoIution, fix in advance a record 
date for the determination 
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of such Holders entitled to give such request, demand, authorization, direction, notice, consent, waiver or other Act, but the 
Company shall have no obligation to do so. Notwithstanding TIA Section 3 16(c), any such record date shall be the record 
date specified in or pursuant to such Board Resolution, which shall be a date not more than 30 days prior to the first 
solicitation of Holders generally in connection therewith and no later than the date such solicitation is completed. If  such a 
record date is fixed, such request, demand, authorization, direction, notice, consent, waiver or other Act may be given before 
or after such record date, but only the Holders of record at the close of business on such record date shall be deemed to be 
Holders for the purposes of determining whether Holders of the requisite proportion of Securities then Outstanding have 
authorized or agreed or consented to such request, demand, authorization, direction, notice, consent, waiver or other Act, and 
for that purpose the Securities then Outstanding shall be computed as of such record date; provided that no such request, 
demand, authorization, direction, notice, consent, waiver or other Act by the Holders on such record date shall be deemed 
effective unless it shall become effective pursuant to the provisions of this Indenture not later than six months after the record 
date. 

(e) Any request, demand, authorization, direction, notice, consent, waiver or other Act by the Holder of any Security 
shall bind every future Holder of the same Security or the Holder of every Security issued upon the registration of transfer 
thereof or in exchange therefor or in lieu thereof, in respect of anything done, suffered or omitted to be done by the Trustee, 
any Paying Agent or the Company in reliance thereon, whether or not notation of such action is made upon such Security. 

SECTION 105. Notices. Etc. to Trustee and Company . 
Any request, demand, authorization, direction, notice, consent, waiver or Act of Holders or other document provided or 

(1) the Trustee by any Holder, an agent of any bank or the Company shall be sufficient for every purpose hereunder if 

permitted by this Indenture to be made upon, given or furnished to, or filed with, 

made, given, furnished or delivered, in writing, to or with the Trustee at its Corporate Trust Office, Attention: Corporate 
Trust Department; or 

(2) the Company by the Trustee or by any Holder shall be sufficient for every purpose hereunder (unless otherwise 
herein expressly provided) if made, given, furnished or delivered, in writing, to the Company, addressed to it c/o I800 
Three Lincoln Centre, 5430 LBJ Freeway, Dallas, Texas 75240, Attention: Treasurer, or at any other address previously 
M s h e d  in writing to the Tnistee by the Company. 

SECTION 106. Notice to Holders: Waiver . 
Where this Indenture provides for notice of any event to Holders of Securities by the Company or the Trustee, such 

notice shall be sufticiently given (uniess otherwise herein expressly provided) if in writing and mailed, first-class postage 
prepaid, to each Holder affected by such event, at his address as it appears in the Security Register, not later than the latest 
date, and not earlier than the earliest date, prescribed for the giving of such notice. In any case where 
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notice to Holders of Securities is given by mail, neither the failure to mail such notice, nor any defect in any notice so mailed, 
to any particular Holder shall affect the sufficiency of such notice with respect to other Holders of Securities. Any notice 
mailed to a Holder in the aforesaid manner shall be conclusively deemed to have been received by such Holder, whether or 
not such Holder actually receives such notice. 

In case, by reason of the suspension of or irregularities in regular mail service or by reason of any other cause, it shall 
be impractical to mail notice of any event to Holders of Securities when such notice is required to be given pursuant to any 
provision of this Iudenture, then any manner of giving such notice as shall be satisfactory to the Trustee shall be deemed to 
be suEcient giving of such notice for every purpose hereunder. 

shall be in the English language, except tbat any published notice may be in an official language of the country of 
publication. 

Where this Indenture provides for notice in any manner, such notice may be waived in writing by the Person entitled to 
receive such notice, either before or after the event, and such waiver shall be the equivalent of such notice. Waivers of notice 
by Holders shall be filed with the Trustee, but such filing shall not be a condition precedent to the validity of any action taken 
in reliance upon such waiver. 

Any request, demand, authorization, direction, notice, consent or waiver required or permitted under this Indenture 

SECTION 107. Conflict of Anv Provision of Indenture wi@-Tiyst Indenture Act. 

If and to the extent that any provision of this Indenture limits, qualifies or conflicts with the duties imposed by TIA 
Sections 310 to 3 18, inclusive, or conflicts with any provision (an “incorporated provision”) required by or deemed to be 
included in this Indenture by operation of such TIA Sections, such imposed duties or incorporated provision shall control. E 
any provision of this Indenture modifies or excludes any provision of the Trust Indenture Act that may be so modified or 
excluded, the latter provision shall be deemed to apply to this Indenture as so modified or excluded, as the case may be. 

SECTION 108. Effect of Headinps and Table of Contents . 
The Article and Section headings herein and the Table of Contents are for convenience only and shall not affect the 

SECTION 109. Successors and Assigns . 
A11 covenants and agreements in this Indenture by the Company shall bind its successors and assigps, whether so 

SECTION 1 IO. Separability Clause . 
In case any provision in this Indenture or in any Secw-ty shall be invaliQ illegal or unenforceable, the validity, IegaIity 

construction hereof. 

expressed or not. 

and enforceability of the remaining provisions shaIl not in any way be affected or impaired thereby. 
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SECTION 1 11. Benefits of Indenture . 
Nothing in this Indenture or in the Securities, express or implied, shall give to any Person, other than the parties hereto, 

any Authenticating Agent, any Paying Agent, any Securities Registrar and their successors hereunder and the Holders of 
Securities, any benefit or any legal or equitable right, remedy or cIaim under this Indenture. 

SECTION 112. Governing Law, 

This Indenture and the Securities shaH be governed by and construed in accordance with the laws of the State of New 
York, without regard to conflicts of laws principles that would apply any other law. This Indenture is subject to the 
provisions of the Trust Indenture Act that are required to be part of this Indenture and shall, to the extent applicable, be 
governed by such provisions. 

SECTION 11 3. Legal Holidays . 
In any case where any Merest Payment Date, Redemption Date, Repayment Date, sinking fund payment date or Stated 

Maturity or Maturity of any Secm'ty shaIl not be a Business Day at any Place of Payment, or if this Tndenture provides for a 
time period that ends on a day that is not a Bnsiness Day, then (notwithstanding any other provision of this Indenture or of 
any Security other than a provision in the Securities of any series which specifically states that such provision shall apply in 
lieu of this Section), (a) payment of principal (or premium, if any} or interest, if any, need not he made at such Place of 
Payment on such date, but such payments may be made on the next succeeding Business Day at such Place of Payment with 
the same force and effect as if made on the Interest Payment Date, Redemption Date, Repayment Date, sinking fund payment 
date, or at the Stated Maturity or Maturity; provided that no interest shall accrue for the period from and after such Interest 
Payment Date, Redemption Date, Repayment Date, sinking fund payment date, Stated Maturity or Maturity, as the case may 
be, to such succeeding Business Day and @) such time period shall be deemed to end on the next succeeding Business Day. 

SECTION 114. No Recourse Against Others . 
A director, officer, empIoyee or stockholder, as such, of the Company shall not have any liability for any obIigations of 

the Company under the Securities or this Indenture or for any claim based on, in respect of or by reason of such obligations 
or their creation. Each Holder by accepting any of the Securities waives and releases all such liability. 
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ARTICLE TWO 

SECURITY FORM[S 

SECTION 20 1. Forms Generally . 
The Securities shall be in substantially the forms as shall be established by 01 pursuant to a Board Resolution or iU one 

or more indentures supplemental hereto, in each case with such appropriate insertions, omissions, substitutions and other 
variations as are required or permitted by this Indenture, and may have such letters, numbers or other marks of identification 
and such legends or endorsements placed thereon as may be required to comply with the rules of any securities exchange or 
as may, consistently herewith, be determined by the officers executing such Securities, as evidenced by their execution of the 
Securities. If  the forms of Securities of any series are established by action taken pursuant to a Board Resolution, a copy of an 
appropriate record of such action shall be certified by the Corporate Secretary or an Assistant Corporate Secretary of the 
Company and delivered to the Trustee at or prior to the delivery of the Company Order contemplated by Section 303 for the 
authentication and delivery of such Securities. Any portion of the text of any Security may be set forth on the reverse thereof, 
with an appropriate reference thereto on the face of the Security. 

The Trustee's certificate of authentication on all Securities shall be in substantially the form set forth in this Article. 

The d e f ~ t i v e  Securities shaU be printed, lithographed or engraved on steel-engraved borders or may be produced in 
any other manner, all as determined by the officers of the Company executing such Securities, as evidenced by their 
execution of such Securities. 

SECTION 202. Form of Trustee's Certificate of AgtJgentication . 
Subject to Section 612, the Trustee's certificate of authentication shall be in substantially the following form: 

TRUSTEE'S CERTIFICATE OF AUTHENTICATION 

Dated: - 
This is one of the Securities of the series designated therein referred to in the withinmentioned Indenture. 

US. BANK NATIONAL, ASSOCIATION, as 
Trustee 

BY 
Authorized Officer 
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SECTION 203. Securities Issuable in Global Form . 
When Securities of or within a series are issued in global form, as specified as contemplated by Section 301, then, any 

such Security shall represent such of the Outstanding Securities of such series as shall be specified therein and may provide 
that it shalt represent the aggregate amount of Outstanding Securities of such series fiorn time to time endorsed thereon and 
that the aggregate amount of Outstanding Securities of such series represented thereby may fi-om time to time be increased or 
decreased to reflect exchanges. Any endorsement of a Security in global form to reflect the amount, or any increase or 
decrease in the amount, of Outstanding Securities represented thereby shall be made by the Trustee in such manner and upon 
instructions given by such Person or Persons as shall be specified therein or in the Company Order to be delivered to the 
Trustee pursuant to Section 303 or Section 305. Subject to the provisions of Section 303 and, if applicable, Section 305, the 
Tnistee shall deliver and redeliver any Security in pennanent global form in the manner and upon instructions given by the 
Person or Persons specified therein or in the applicable Company Order. If a Company Order pursuant to Section 303 or 
Section 305 has been, or simultaneously is, delivered, any inslructions by the Company with respect to endorsement or 
delivery or redelivery of a Security in global form shall be in writing but need not comply with Section 102 and need not be 
accompanied by an Opinion of Counsel. 

The provisions of the last sentence of Section 303 shall appIy to any Security represented by a Security in global form 
if such Security was never issued and sold by the Company and the Company delivers to the Trustee the Security in global 
form together with written instructions (which need not comply with Section 102 and need not be accompanied by an 
Opinion of Counsel) with regard to the reduction in the principal amount of Securities represented thereby, together with the 
written statement contemplated by the last sentence of Section 303. 

principal of (and premium, if any) and interest, if any, on any Security in permanent global form shall be made to the Person 
or Persons specified tberein. 

Trustee and any agent of the Company and the Trustee shall treat as the Holder of such principal amount of Outstanding 
Securities represented by a permanent Global Security the Holder of such permanent Global Security. 

Notwithstanding the provisions of Section 308, unless otherwise specified as contemplated by Section 301, payment of 

Notwithstanding the provisions of Section 3 10 and except as provided in the preceding paragraph, the Company, the 

SECTION 204. Form o€Legend f i r  Book-Entry Securities . 
Any Global Security authenticated and delivered hereunder shalI bear a legend (which would be in addition to any 

THIS SECTJNTY IS A GLOBAL, SECIJRITY WTHM THE MEANING OF THE I N D E N ’ R ~  HEREINAFTER 

other Iegends required in the case of a Restricted Security) in substantialIy the following form: 

REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITORY OR A NOMINEE THEREOF. THIS 
SECTJRITY MAY 
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NOT BE EXCHANGED IN WHOLE OR IN PART FOR A SECURITY REGISTERED, ANI) NO TRANSFER OF THIS 
SECURITY IN WHOLE OR IN PART MAY BE REGISTERED, IN THE NAME OF ANY PERSON OTHER 1EA.N 
SUCH DEPOSITORY OR ITS NOh4INEE EXCEPT IN THE LIMITED CIRCUMSTANCES DESCRIBED IN I'HE 
INDENTURE. 

ARTICLE T33REE 

THE SECURITIES 

SECTION 301. Amount Unlimited: Issuable in Series . 
The aggregate principal amount of Securities which may be authenticated and delivered under this Indenture is 

The Securities may be issued in one or more series. There shall be established in one or more Board Resolutions or 

unlimited. 

pursuant to authority granted by one or more Board Resolutions and, subject to Section 303, set forth in, or determined in the 
manner provided in, an Officers' Certificate, or established in one or more indentures supplemental hereto, prior to the 
issuance of Securities of any series, any or all of the following, as applicable (each of which, if so provided, may be 
determined from time to time by the Company with respect to unissued Securities of the series and set forth in such Securities 
of the series when issued fkom time to time): 

(1) The title of the Securities of the series (which shall distinguish the Securities of the series from all other series of 

(2) Whether the Securities of the series are subject to subordination and, if so, the terms of such subordination; 

(3) The aggregate principal amount of the Securities of the series, the percentage of their principal amount at which the 

Securities); 

Securities of the series shall be issued and the date or dates on which the principal of the Securities of the series shall be 
payable or the method by which such date or dates shall be determined or extended; 

if variable, the method by which such rate or rates shall be determined and the periods when such rate or rates will be in 
effecl; 

determined, the date or dates on which any interest will be payable (including the Regular Record Dates for such Interest 
Payment Dates) or the method by which such dates will be determined, the terms under which payment of any interest may 
be deferred if it may be deferred, 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; 

(4) The rate or rates (which may be futed or variable) at which the Securities of the series shall bear interest, if any, and, 

(5) The date or dates from which any interest shall accrue or the method by which such date or dates will be 
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(6) The place or places, if any, other than or in addition to New York City, where the principal of (and premium, if any, 
on) and interest, if any, on the Securities of the series will be payable, where any Securities may be surrendered for 
registration of transfer, where the Secusities of the series may be surrendered for exchange and where notices or demands 
to or upon the Company in respect of the Securities of the series may be served; 

(7) The period or periods within which, the price or prices at which, and the other terms and conditions upon which, the 
Secun’ties of the series may be redeemed, in whole or in part, at the option of the Company, if the Company is to have that 
option and any restrictions on the sources of hnds for redemption payments (which may benefit the holders of any other 
securities of the Company); 

pursuant to any sinking fund or analogous provision or at the option of a holder thereof, and the period or periods within 
which, the price or prices at which, and the other terms and conditions upon which, the Securities of the series will be so 
redeemed, purchased or repaid; 

(9) Whether the amount of payments of principal of (and premium, if any, on) and interest, if any, on the Securities of 
the series may be determined with reference to an index, formula or other method (which index, formuIa or method may, 
without limitation, be based on one or more commodities, equity indices or other indices) and the manner in which such 
amounts shall be determined; 

(10) Any deletions fiom, modifications of or additions to the Events of Default or covenants of the Company with 
respect to the Securities of the series (which Events of Default or covenants may not be consistent with the Events of 
Default or covenants set forth in the general provisions of this Indenture); 

that shall be payable upon decIaration of acceleration of the Maturity thereof pursuant to Section SO2 or the method by 
which such portion shall be determined; 

relating to defeasance and covenant defeasance that shall be applicable to the Securities of the series; 

events as may be specified; 

and the designation of any transfer or other agents or depositories for the Securities of the series; 

Securities of the series is to be issuable in permanent 

(8) The obligation, if any, of the Company to redeem, purchase or repay the Securities of the series, in whole or in part, 

(1 1) If other than the entire principal amount thereof, the portion of the principal amount of the Securities of the series 

(12) Any provisions in modification of, in addition to or in lieu of any provisions of Article Fourteen of this Indenture 

(1 3) Any provisions granting special rights to the Holders of the Securities of the series upon the occurrence of such 

(14) If other than the Trustee, the designation of any Paying Agent or Security Registrar for the Securities of the series, 

(15) Whether the Securities of the series shall be issuable initially in temporary global form, whether any of the 
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global form and, if so, whether beneficial owners of interests in any Global Security may exchange such interests for 
Definitive Securities of like tenor of any authorized form and denomination and the circumstances under which any such 
exchanges may occur, if other than in the manner provided in the Indenture, and, if the Securities are to be issuable as a 
Global Security, the identity of the depository for the Securities of the series; 

(1 6 )  The person to whom any interest on any Security shall be payable, if other than the person in whose name the 
Securities of the series (or one or more Predecessor Securities) is registered at the close of business on the Regular Record 
Date for such interest, or the manner in which any interest payable on a temporary Security issued in global form shall be 
paid (if other than as described in Section 304); 

(17) The denomination or denominations in which the Securities of the series shall be issuable, if other than $2,000 or 
any integral multiple of $1,000 in excess thereof; 

(18) Whether and under what circumstances the Company shall pay Additional Amourits, as contemplated by 
Section 1008 of this Indenture, on the Securities of the series to any Holder who is not a United States person (including 
any modifcation of the definition of such term as contained in this Indenture) in respect of any tax, assessment or 
govemmental charge and, if so, whether the Company shall have the option to redeem the Securities of the series rather 
than pay such Additional Amounts (and the terms of any such option); 

(19) Whether the Securities of the series will be convertibIe into or exchangeable for other Securities, common shares 
or other securities of any kind of the Company or another obligor, and, if so, the terms and conditions upon which such 
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 the Company's option, the conversion or exchange period, and any other 
provision related to such securities and 

of the series which may not be consistent with the other provisions of this Indenture. 
(20) Any other terms, conditions, rights and preferences (or limitations on such rights and preferences) of the Secwrities 

All Securities of any one series shall be substantially identical except as may otherwise be provided in or pursuant to 
such Board Resolution (subject to Section 303) and set forth in such Officers' Certificate or in any such indenture 
supplemental hereto. Not all Securities of any one series need be issued at the same time, and, unless otherwise provided, a 
series may be reopened for issuances of additional Securities of such series. 

Resolutions shall be delivered to the Trustee at or prior to the delivery of the Officers' Certificate setting forth the terms of 
the series. 

If any of the terms of the series are established by action taken pursuant to one or more Board Resolutions, such Board 
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SECTION 302. Denominations . 
The Securities of each series shall be issuable in stich denominations as shall be specified as contemplated by 

Section 30 1. In the absence of any such provisions, the Securities of such series, other than Securities issued in global form 
(which may be of any denomination), shall be issuable in denominations of $2,000 and any integral multiple of $1,000 in 
excess thereof. 

SECTION 303. Esestion. Authentication, Delivery and DatbS-. 

The Securities shall be executed on behalt? of the Company by any one of the following: its Chairman, its Chief 
Executive Officer, its President or one of its Vice Presidents, and aftested by one of its Vice Presidents, its Corporate 
Secretary or one of its Assistant Corporate Secretaries. The signature of any of these officers on the Securities may be manual 
or facsimile. 

Securities bearing the manual or facsimile signatures of individuals who were at any time the proper officers of the 
Company shall bind the Company, notwithstanding that such individuals or any of them have ceased to hold such offices 
prior to the autllentication and delivery of such Securities or did not hold such offices at the date of such Securities. 

At any time and from time to time after the execution and delivery of this Indenture, the Company may deliver 
Securities of any series, executed by the Company to the Trustee for authentication, together wid a Company Order for the 
authentication and delivery of such Securities, which order shall set forth the number of separate Securities, the principal 
amount of d e  Securities to be authenticated, the date on which the Securities are to be authenticated, the registered holders of 
the Securities and delivery instructions, and the Trustee in accordance with such Company Order shall authenticate and make 
available for delivery such Securities. If not all the Securities of any series are to be issued at one time and if the Board 
Resolution, O%cers’ Certificate or supplemental indenture establishing such series shaIl so permit, such Company Order 
may set forth procedures acceptable to the Trustee for the issuance of such Securities and determining terms of particular 
Securities of such series such as interest rate, stated maturity, date of issuance and date from which interest shall accrue. 

Securities, the Trustee shall be entitled to receive, and (subject to TIA Sections 315fa) through 3 lS(d)) shall be hlly 
protected in relying upon, an Opinion of Counsel stating: 

In authenticating such Securities, and accepting the additional responsibilities under this Indenture in reiation to such 

(1) that the form or forms of such Securities have been established in conformity with the provisions of this Indenture; 

(2) that the terms of such Securities have been established in conformity with the provisions of this Indenture; and 

(3) that such Securities, when completed by appropriate insertions and executed and delivered by the Company to the 
Trustee for authentication in accordance with this Indenture, authenticated and made available for delivery by the Trustee 
in 
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accordance with this Indenture and issued by the Company in the manner and subject to any conditions specified in such 
Opinion of Counsel, will constitute the legal, valid and binding obligations of the Company, enforceable in accordance 
with their terms, subject to applicable bankruptcy, insolvency, reorganization and other similar laws of general 
applicability relating to or affecting the enforcement of creditors’ rights, to general equitable principles and to other 
customary qualifications. 

Notwithstanding the provisions of Section 301 and of the preceding two paragraphs, if not all the Securities of any 
series are to be issued at one time, so long as the terms and provisions of such Securities are substantially identical to the 
other Securities of such series, it shall not be necessary to deliver the Officers’ Certificate otherwise required pursuant to 
Section 301 or the Company Order and Opinion of Counsel otherwise required pursuant to the preceding two paragraphs 
prior to or at the time of issuance of each Security, but such documents shall be delivered prior to or at the h e  of issuance of 
the first Security of such series, 

The Trustee shall not be required to authenticate and make available for delivery any such Securities if the issuance of 
such Securities pursuant to this Indenture will affect the Trustee’s own rights, duties, immunities, protections, privileges, 
indemnities and benefits under the Secun-ties and this Indenture or otherwise in a manner which is not reasonably acceptable 
to the Trustee and the Trustee shall not be liable to the Company for any failure to authenticate any such Securities in such 
circumstances. 

Each Security shalI be dated the date of its authentication. 

No Security shall be entitled to any benefit under this Indenture or be valid or obligatory for any purpose unless there 
appears on such Security a certificate of authentication substantially in We form provided for herein duly executed by the 
Trustee by manual signature of an authorized signatory, and such certificate upon any Security shall be conclusive evidence, 
and the only evidence, that such Security has been duly authenticated and delivered hereunder and is entitled to the benefits 
of this Indenture. Notwithstanding the foregoing, if any Security shall have been authenticated and delivered hereunder but 
never issued and sold by the Company, and the Company shall deliver such Security to the ?iustee for cancellation as 
provided in Section 3 11 together with a written statement (which need not comply with Section 102 and need not be 
accompanied by an Opinion of Counsel) stating that such Secun’ty has never been issued and sold by the Company, for all 
purposes of this Indenture such Security shall be deemed never to have been authenticated and delivered hereunder and shall 
never be entitled to the benefits of this Indenture. 

SECTION 304. Book-Entrv Securities. 

(a) The Securities of a series may be issuable in whole or in part in the form of one or more Global Securities (“Book- 
Entry Securities”) deposited with, or on behalf of, a Depository (the “Depository”). In the case of Book-Entry Securities, one 
or more Global Securities will be issued in a denomination or aggregate denomination equal to the portion of the aggregate 
principal amount of Outstanding Securities of the series to be represented by such 
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Global Security or Global Securities. The additional provisions set forth in this Section 304 shall apply to Book-Entry 
Securities. 

Depository's nominee, for credit to the respective accounts of institutions that have accounts with the Depository or its 
nominee ("Participants"); provided that Book-Entry Securities purchased by Persons outside the TJnited States may be 
credited to or through accounts maintained at the Depository by or on behalf of Euroclear or Clearstream International. The 
accounts to be credited will be designated by the underwriters or agents of such Securities or, if such Securities are offered 
and sold directly by the Company, by the Company. Ownership of beneficial interests in Book-Entry Securities will be 
limited to Persons that may hold interests through Participants. 

Participants shall have no rights under this Indenture or any indenture supplemental hereto with respect to any Book- 
Entry Security held on their behalf by the Depository, or the Trustee as its custodian, and the Depository may be treated by 
the Company, the Trustee and any agent of the Company or the Trustee as the absolute owner of the Book-Entry Secun'ty for 
all purposes whatsoever. Notwithstanding the foregoing, nothing in this Indenture or any such supplemental indenture shall 
prevent the Company, the Trustee or any agent of the Company or the Trustee from giving effect to any written certification, 
proxy or other authorization furnished by the Depository or impair, as between a Depository and its Participants, the 
operation of customary practices governing the exercise of the rights of a Holder of any Security. 

successors or their respective nominees. Interests of beneficial owners in Book-Entry Securities may be transferred or 
exchanged for Securities in fully registered, certificated form ("Definitive Securities") only if (i) the Depository notifies the 
Trustee in writing that the Depository is no longer willing or able to continue as Depository and a qualified successor 
Depository is not appointed by the Company within 60 days following such notice, (ii) the Company, at any time and in its 
sole discretion, determines not to have any Securities of one or more series represented by Global Securities or (iii) after the 
occurrence of an Event of Default with respect to such Securities, a holder of Securities notifies the Trustee in writing that it 
wishes to receive a Defmitive Security and provides to the Trustee evidence reasonably satisfactory to the Trustee of its 
ownership interest in such Securities. In any such instance, an owner of a beneficial interest in a Global Security will be 
entitled to physical delivery of Definitive Securities equal in principal amount to such beneficial interest and registered in its 
name. 

beneficial owners pursuant to paragraph (c) above, the Security Registrar shall reflect on its books and records the date and a 
decrease in the principal amount of the Book-Entry Secun'ty in an amount equal to the principal amount of the beneficial 
interest in the Book-Entry Security to be transferred, and the Company shall execute, and the Trustee shall authenticate and 
deliver, one or more Defmitive Securities of like tenor and principal amount of authorized denominations. 

(b) Book-Entry Securities will be deposited with, or on behalf of, the Depository, and registered in the name of the 

(c) Transfers of Book-Entry Securities shall be limited to transfers in whole, but not in part, to the Depository, its 

(d) In connection with any transfer or exchange of a portion of the beneficial interest in any Book-Entry Security to 
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(e) In connection with the transfer of Book-Entry Securities as an entirety to beneficial owners pursuant to paragraph 
(c) above, the Book-Entry Securities shall be deemed to be surrendered to the Trustee for cancellation and the Company shall 
execute, and the Trustee shall authenticate and deliver, to each beneficial owner identified by the Depository in exchange for 
its beneficial interest in the Book-Entry Securities, an equal aggregate principal amount of Definitive Securities of like tenor 
of authorized denominations. 

( f )  The Holder of any Book-Entry Security may grant proxies and otherwise authorize any Person, including 
Participants and Persons that may hold interests through Participants, to take any action which a Holder is entitled to take 
under this Indenture or the Securities. 

SECTION 305. Tempoxary Securities. 

Pending tbe preparation of Definitive Securities of any series, the Company may execute, and upon Company Order 
the Trustee shall authenticate and deliver, temporary Securities which are typewritten, printed, lithographed, engraved or 
otherwise produced by any combination of these methods, in any authorized denomination, substantially of the tenor of the 
Definitive Securities in lieu of which they are issued, in registered form and with such appropriate insertions, omissions, 
substitutions and other variations as the officers executing such Securities may determine, as evidenced by their execution of 
such Securities. Such temporary Securities may be in global form. 

If temporary Securities of any series are issued, the Company will cause Definitive Securities of that series to be 
prepared without unreasonable delay. After the preparation of Defmitive Securities of such series, the temporary Securities of 
such series shall be exchangeable for Definitive Securities of such series upon surrender of the temporary Securities of such 
series at the office or agency of the Company in a Place of Payment for that series, without charge to the Holder. Upon 
surrender for cancellation of any one or more temporary Securities of any series, the Company shall execute and the Trustee 
shaIl authenticate and deliver in exchange therefor a like principal amount of Definitive Securities of the same series of 
authorized denominations. Until so exchanged the temporary Securities of any series shall in all respects be entitled to the 
same benefits under this Indenture as Definitive Securities of such series. 

Until exchanged in full as hereinabove provided, the temporary Securities of any series, inchding temporary Global 
Securities (whether or not issued as Book-Entry Securities as provided in Section 3041, shall in all respects be entitled to the 
same benefits under this Indenture as Definitive Securities of the same series and of like tenor authenticated and delivered 
hereunder. 

SECTION 306. Reeistration, Registration of Transfer and Exchange . 
The Company shall cause to be kept at the Corporate Trust Office of the Trustee a register for each series of Securities 

(the registers maintained in such office of the Trustee and in any other office or agency designated pursuant to Section 1002 
being herein sometimes referred to as the “Security Register”) in which, subject to such reasonable regulations as it may 
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prescribe, the Company shall provide for the registration of Securities and of transfers of Securities. The Trustee is hereby 
initially appointed "Security Registrar" for the purpose of registering Securities and transfers of Securities as herein provided. 

Except as otherwise described in this Article Three, upon surrender for registration of transfer of any Security of any 
series at the office or agency of the Security Registrar in a Place of Payment for that series, the Company shall execute, and 
the Trustee shall authenticate and deliver, in the name of the designated transferee or transferees, one or more new Securities 
of the same series, in each case, of any authorized denominations and of a like aggregate principal amount. 

authorized denominations and of a like aggregate principal amount, upon surrender of the Securities to be exchanged at such 
office or agency. Whenever any Securities are SO surrendered for exchange, the Company shall execute, and the Trustee shall 
authenticate and make available for delivery, the Securities which the Holder making the exchange is entitled to receive. 

All Securities issued upon any registration of transfer or exchange of Securities shall be the valid obligations of the 
Company, evidencing the same debt, and entitled to the same benefits under this Indenture, as the Securities surrendered 
upon such registration of transfer or exchange. 

Every Security presented or surrendered for registration of transfer or for exchange shall (if so required by the 
Company or the Security Registrar) be duIy endorsed, or be accompanied by a written instrument of transfer, in form 
satisfactory to the Company and the Security Registrar, duly executed by the Holder thereof or his attorney duly authorized in 

No service charge shall be made for any registration of transfer or exchange of Securities, but the Company may 
require payment of a sum sufficient to pay all documentary, stamp, similar issue or transfer taxes or other governmental 
charges that may be imposed in connection with any registration of transfer or exchange of Seciuities, other than exchanges 
pursuant to Section 305,906, 1107 or 1305 not involving any transfer. 

Neither the Company nor the Security Registrar shall be required (i) to issue, register the transfer of or exchange 
Securities of any series during a period beginning at the opening of business 15 days before the day of the selection for 
redemption of Securities of that series under Section 1 103 or 1203 and ending at the close of business on the day of the 
mailing of the relevant notice of redemption, or (ii) to register the transfer of or exchange any Security so selected for 
redemption in whole or in part, except the unredeemed portion of any Security being redeemed in part., or (iii) to issue, 
register the transfer of or exchange any Security which has been surrendered for repayment at the option of the Holder, 
except the portion, if any, of such Security not to be so repaid. 

At the option of the Holder, Securities of any series may be exchanged for other Securities of the same series, of any 

writing. 
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SECTION 307. Mutilated. Destroyed Lost and Stolen Securities . 

If any mutilated Security is surrendered to the Trustee together with, in proper cases, such security or indemnity as may 
be required by the Company or the Trustee to save each of fhem and any agent of either of them harmless from any loss or 
liability which any of them may suffer if a Security is replaced and subsequently presented or claimed for payment, the 
Company shall execute and the Trustee shall authenticate and deliver in exchange therefor a new Security of the same series 
and of like tenor and principal amount and bearing a number not contemporaneously outstanding, or, in case any such 
mutilated Security has become or is about to become due and payable, the Company in its discretion may, instead of issuing a 
new Security, pay such Security. 

Ifthere shall be delivered to the Company and to the Trustee (i) evidence to their satisfaction of the destruction, loss or 
theft of any Security and (ii) such security or indemnity as may be required by them to save each of them and any agent of 
either of them harmless, then, in the absence of notice to the Company or an Authorized Officer of the Trustee that such 
Security has been acquired by a “protected purchaser” (as defined in Article 8 of the Uniform Commercial Code), the 
Company shall execute and upon Company Order the Trustee shall authenticate and deliver, in lieu of any such destroyed, 
lost or stolen Security, a new Security of the same series and of like tenor and principal amount and bearing a number not 
contemporaneously outstanding. 

Notwithstanding the provisions of the previous two paragraphs, in case any such mutilated, destroyed, Iost or stolen 
Security has become or is about to become due and payable, the Company in its discretion may, instead of issuing a new 
Security, pay such Security. 

to pay all documentacy, stamp or similar issue or transfer taxes or other governmental charges that may be imposed in 
relation thereto and any other expenses (including the fees and expenses of the Trustee) connected therewith. 

stolen Security shall constitute an original additional contractual obligation of the Company, whether or not the mutilated, 
destroyed, lost or stolen Security shall be at any time enforceable by anyone, and shall be entitled to all the benefits of this 
Indenture equally and proportionately with any and all other Securities of that series duly issued hereunder. 

with respect to the replacement or payment of mutilated, destroyed, lost or stolen Securities. 

Upon the issuance of any new Security under this Section, the Company may require the payment of a sum sufficient 

Every new Secuity of any series, if any, issued pursuant to this Section in lieu of any mutilated, destroyed, lost or 

The provisions of this Section 307 are exclusive and shall preclude (to the extent lawful) all other rights and remedies 

SECTION 308. Payment of Interest; Interest Rights Preserved: Optional Merest Reset - 
(a) Unless otherwise provided as contemplated by Section 301 with respect to any series of Securities, interest, if any, 

on any Security which is payable, and is punctually paid or duly provided for, on any Interest Payment Date shall be paid to 
the Person in whose name such Security (or one or more Predecessor Securities) is registered at the close of business on the 
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Regular Record Date for such interest at the office or agency of the Company maintained for such purpose pursuant to 
Section 1002; provided , however, that each installment of interest, if any, on any Security may at the Company’s option be 
paid by (i) mailing a check for such interest, payable to or upon the written order of the Person entitled thereto pursuant to 
Section 3 10, to the address of such Person as it appears on the Security Register or (ii) with the consent of the Trustee (if the 
Tnistee is then serving as Paying Agent) wire transfer to an account located in the IJnited States maintained by the payee. 

Any interest on any Security of any series which is payable, but is not punctually paid or duly provided for, on any 
Interest Payment Date shall forthwith cease to be payable to the Holder on the relevant Regular Record Date by virtue of 
having been such Holder, and such defaulted interest and, if applicable, interest on such defaulted interest (to the extent 
lawful) at the rate specified in the Securities of such series (such defaulted interest and, if applicable, interest thereon herein 
collectively called “Defaulted Interest”) may be paid by the Company, at its election in each case, as provided in Subsection 
(I) or (2) below: 

(1)  The Company may elect to make payment of any Defaulted Interest to the Persons in whose names the Securities of 
such series (or their respective Predecessor Securities) are registered at the close of business on a Special Record Date for 
the payment of such Defaulted Interest, which shalI be fixed in the following manner. The Company shall notify the 
Trustee in writing of the amount of Defaulted lnterest proposed to be paid on each Security of such series and the date of 
the proposed payment, and at the same time the Company shall deposit with the Trustee an amount of money (except as 
otherwise specified pursuant to Section 301 for the Securities of such series) equal to the aggregate amount proposed to be 
paid in respect of such Defaulted Interest or shall make arrangements satisfactory to the Trustee for such deposit on or 
prior to the date of the proposed payment, such money when deposited to be held in trust for the benefit of the Persons 
entitled to such Defaulted Interest as in this Subsection provided. Thereupon the Trustee shall fix a Special Record Date 
for the payment of such Defaulted Interest which shall be not more than 15 days and not less than 10 days prior to the date 
of the proposed payment and not less than 10 days after the receipt by the Trustee of the notice of the proposed payment. 
The Trustee shall promptly notify the Company of such Special Record Date and, in the name and at the expense of the 
Company, shall cause notice of the proposed payment of such Defaulted Interest and the Special Record Date therefor to 
be given in the manner provided in Section 106, not less than 10 days prior to such Special Record Date. Notice of the 
proposed payment of such Defaulted Interest and the Special Record Date therefor having been so given, such Defaulted 
Interest shall be paid to the Persons in whose name the Securities of such series (or their respective Predecessor Securities) 
are registered at the close of business on such Special Record Date and shall no Ionger be payable pursuant to the 
following Subsection (2). 

(2) The Company may make payment of any Defaulted Interest on the Securities of any series in any other lawful 
manner not inconsistent with the requirements of any securities exchange on which such Securities may be listed, and upon 
such notice as may be required by such exchange, if, after notice given by the Company to the Tnistee of the proposed 
payment pursuant to this clause, such manner of payment shall be deemed practicable by the Trustee. 
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@) The provisions of this Section 308@) may be made applicable to any series of Securities pursuant to Section 301 
(with such modifications, additions or substitutions as may be specified pursuant to such Section 301). The interest rate (or 
the spread or spread multiplier used to calculate such interest rate, if applicable) on any Security of such series may be reset 
by the Company on the date or dates specified on the face of such Security (each an “Optional Reset Date”). The Company 
may exercise such option with respect to such Security by notifying the Trustee of such exercise at least 50 but not more than 
60 days prior to an Optional Reset Date for such Security, which notice shall contain such information as may be required by 
the Trustee to transmit the Reset Notice (as hereinafter defined). Not later than 40 days prior to each Optional Reset Date, the 
Trustee shall transmit, in the manner provided for in Section 106, to the Holder of any such Security a notice (the “Reset 
Notice”) indicating whether the Company has elected to reset the interest rate (or the spread or spread multiplier used to 
calculate such interest rate, if applicable), and if so (i) such new interest rate (or such new spread or spread multiplier, if 
applicable) and (ii) the provisions, if any, for redemption during the period fhm such Optional Reset Date to the next 
Optional Reset Date or if there is no such next Optional Reset Date, to the Stated Maturity of such Security (each such period 
a “Subsequent Interest Period”), including the date or dates on which or the period or periods during which and the price or 
prices at which such redemption may occur during the Subsequent Interest Period. 

revoke the interest rate (or the spread or spread multiplier used to calculate such interest rate, if applicable) provided for in 
the Reset Notice and establish an interest rate (or a spread or spread multiplier used to calculate such interest rate, if 
applicable) that is higher than the interest rate (or the spread or spread multiplier, if applicable) provided for in the Reset 
Notice, for the Subsequent Interest Period by causing the Trustee to transmit, in the manner provided for in Section 106, 
notice of such higher interest rate (or such higher spread or spread multiplier, if applicable) to the Holder of such Security; 
and such notice shall be irrevocable. All Securities with respect to which the interest rate (or the spread or spread multiplier 
used to calculate such interest rate, if applicable) is reset on an Optional Reset Date, and with respect to which the Holders of 
such Securities have not tendered such Securities for repayment (or have validly revoked any such tender) pursuant to the 
next succeeding paragraph, will bear such higher interest rate (or such higher spread or spread multiplier, if applicable). 

The Holder of any such Security will have the option to elect repayment by the Company of the principal of such 
Security on each Optional Reset Date at a price equal to the principal amount thereof plus interest accrued to such Optional 
Reset Date. In order to obtain repayment on an Optional Reset Date, the Holder must follow the procedures set forth in 
Article Thirteen for repayment at the option of Holders except that the period for delivery or notification to the Trustee shall 
be at least 25 but not more than 35 days prior to such Optional Reset Date and except that, ifthe Holder has tendered any 
Security for repayment pursuant to the Reset Notice, the Holder may, by written notice to the Trustee, revoke such tender or 
repayment until the dose of business on the tenth day (or if such day i s  not a Business Day, on the immediately succeeding 
Business Day) before such Optional Reset Date. 

registration of transfer of or in exchange for or in lieu of any 

Notwithstanding the foregoing, not later than 20 days prior to the Optional Reset Date, the Company may, at its option, 

Subject to the foregoing provisions of this Section and Section 306, each Security delivered under this Indenture upon 
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other Security shall carry the rights to interest accrued and unpaid, and to accrue, which were carried by such other Security. 

SECTION 309. Optional Extension of Stated Maturity . 
The provisions of this Section 309 may be made applicable to any series of Securities pursuant to Section 301 (with 

such modifications, additions or substitutions as may be specified pursuant to such Section 301). The Stated Maturity of any 
Security of such series may be extended at the option of the Company for the period or periods specified on the face of such 
Security (each an ‘Txtension Period”) up to but not beyond the date (the “Final Maturity”) set forth on the face of such 
Security. The Company may exercise such option with respect to any Security by notifying the Trustee of such exercise at 
least 50 but not more than 60 days prior to the Stated Maturity of such Security in effect prior to the exercise of such option 
(the “Original Stated Maturity”). If the Company exercises such option, the Trustee shall transmit, in the manner provided for 
in Section 106, to the Holder of such Security not later than 40 days prior to the Original Stated Maturity a notice (the 
“Extension Notice”) indicating (i) the election of the Company to extend the Stated Maturity, (ii) the new Stated Maturity, 
(iii) the interest rate, if any, applicable to the Extension Period and (iv) the provisions, if any, for redemption during such 
Extension Period. Upon the Trustee’s transmittal of the Extension Notice, the Stated Maturity of such Security shall be 
extended automatically and, except as modified by the Extension Notice and as described in the next paragraph, such 
Security will have the same terms as prior to the transmittal of such Extension Notice. 

Notwithstanding the foregoing, not later than 20 days before the Original Stated Maturity of such Securjty, the 
Company may, at its option, revoke the interest rate provided for in the Extension Notice and establish a higher interest rate 
for the Extension Period by causing the Trustee to transmit, in the manner provided for in Section 106, notice of such higher 
interest rate to the Holder of such Security; and such notice shall be irrevocable. All Securities with respect to whjch the 
Stated Maturity is edended will bear such higher interest rate. 

If the Company extends the Maturity of any Security, the Holder will have the option to elect repayment of such 
Security by the Company on the Original Stated Maturity at a price equal to the principal amount thereof, plus interest 
accrued to such date. In order to obtain repayment on the Original Stated Mahuity once the Company has extended the 
Maturity of such Security, the Holder must follow the procedures set forth in Article W e e n  for repayment at the option of 
Holders, except that the period for delivery or notification to the Trustee shall be at least 25 but not more than 35 days prior 
to the Original Stated Maturity and except that, if the Holder has tendered any Security for repayment purstiant to an 
Extension Notice, the Holder may by written notice to the Trustee revoke such tender for repayment until the close of 
business on the tenth day (or if such day is not a Business Day, on the immediately succeeding Business Day) before the 
Original Stated Maturity. 

SECTION 3 IO. Persons Deemed Owners . 
Prior to due presentment of a Security for registration of transfer, the Company, the Trustee and any agent of the 

Company or the Trustee may treat the Person in whose name such Security is registered as the owner of such Security for the 
purpose of receiving payment of 
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i principal of (and premium, if any) and (subject to Sections 306 and 308) interest, if any, on such Security and for all other 
purposes whatsoever, whether or not such Security be overdue, and none of the Company, the Trustee or any agent of the 
Company or the Trustee shall be affected by notice to the contrary. 

None of the Company, the Trustee, any Paying Agent or the Security Registrar will have any responsibility or liability 
for any aspect of (i) the records relating to or payments made on account of any Participants or any beneficial ownership 
interests of a Security in global form, (ii) maintaining, supervising or reviewing any records maintained by any Depository or 
Participant or any other Person relating to such beneficial ownership interests, (iii) the delivery or timeliness of delivery of 
any notice to any beneficial owner of Securities which is required or permitted under the terms of this Indenture or such 
Securities, (iv) the selection of the beneficial owners to receive payments in the event of a partial redemption or repayment, 
or (v) any consent given or other action taken by the Depository or othei Holder of a Security, as the registered holder 
thereof. 

Trustee, or any agent of the Company or the Trustee, from giving effect to any written certification, proxy or other 
authorization h i s h e d  by any Depository, as a Holder, with respect to such Global Security or impair, as between such 
Depository and owners of beneficial interests in such Global Security, the operation of customary practices governing the 
exercise of the rights of such Depository (or its nominee) as Holder of such Global Securjty. 

Notwithstanding the foregoing, with respect to any Global Security, nothing herein shall prevent the Company, the 

SECTION 3 1 I .  Cancellation , 

All Securities surrendered for payment, redemption, repayment at the option of the Holder, registration of transfer or 
exchange or for credit against any current or Mure sinking fund payment shall, if surrendered to any Person other than the 
Trustee, be delivered to the Trustee. All Securities so delivered to the Trustee shall be promptly cancelled by it. The 
Company may at any t ime deliver to the Trustee for cancellation any Securities previously authenticated and delivered 
hereunder which the Company may have acquired in any manner whatsoever, and may deliver to the Trustee (or to any other 
Person for delivery to the Trustee) for cancellation any Securities previously authenticated hereunder which the Company has 
not issued and sold, and all Securities so delivered shall be promptly cancelled by the Trustee. If the Company shall so 
acquire any of the Securities, however, such acquisition shall not operate as a redemption or satisfaction of the indebtedness 
represented by such Securities unless and until the same are surrendered to the Trustee for cancellation. No Securities shall be 
authenticated in lieu of or in exchange for any Securities cancelled as provided in this Section, except as expressly permitted 
by this Indenture. All cancelled Securities held by the Trustee shaIl be disposed of by the Trustee in accordance with its 
customary procedures, unless by Company Order the Company shall direct that cancelled Securities be returned to it. 

SECTION 3 12. Computation of Interest . 
Interest, if any, on the Securities of each series shall be computed on the basis of a 360-day year of twelve 30-day 

months. 
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SECTION 3 13. CUSP Numbers. 

The Company in issuing the Securities may use “CUSP” numbers (if then generally in use) in addition to serial 
numbers, and, if so, the Trustee shall use such “CUSIP” numbers in addition to serial numbers in notices of repurchase as a 
convenience to Holders; provided that any such notice may state that no representation is made as to the correctness of such 
numbers either as printed on the Securities or as contained in any notice of a repurchase and that reliance may be placed only 
on the serial or other identjfication numbers printed on the Securities, and any such repurchase shall not be affected by any 
defect in or omission of such “CUSIP” numbers. The Company will promptly notify the Trustee of any change in the 
“CUSP” numbers. 

ARTICLE FOUR 

SATISFACTION AND DISCHARGE 

SECTION 401. Satisfaction and Discharge of Indenture . 
This Indenture shall, upon Company Request, cease to be of further effect with respect to any series of Securities 

specified in such Company Request (except as to any surviving rights of registration of transfer or exchange of Securities of 
such series expressly provided for herein or pursuant hereto) and the Trustee, on demand of and at the expense of the 
Company, shall execute proper instniments acknowledging satisfaction and discharge of this Indenture as to such series when 

(1) either 

(A) all Securities of such series theretofore authenticated and delivered have been delivered to the Trustee for 

(B) all Securities of such series not theretofore delivered to the Trustee for cancellation 

cancellation; or 

(i) have become due and payable, or 

(ii) will become due and payable at their Stated Maturity wiihin one year, or 

(iii) if redeemable at the option of the Company, are to be called far redemption within one year under 
arrangements satisfactory to the Trustee for the giving of notice of redemption by the Trustee in the name, and at the 
expense, of the Company; 

(2) the Company, in the case of (i), (ii) or (iii) above, has irrevocably deposited or caused to be deposited with the 
Trustee as trust funds in trust for such purpose (A) an amount of cash in U.S. dollars or (B) Government Obligations 
applicable to such series of Securities which through the scheduled payment of principal and interest 
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in respect thereof in accordance with their terms will provide, not later than one day before the due date of any payment of 
principal of and premium, if any, and interest, if any, on such Securities, money in an amount, or (C) a combination of 
(A) and (B) in such amounts in each case sufficient, in the opinion of a natiorially recognized fm of independent public 
accountants expressed in a written certification thereof deliveied to the Trustee, without consideration of any reinvestment 
of interest, to pay and discharge the entire indebtedness on such Securities not theretofore delivered to the Trustee for 
cancellation, for principal (and premium, if any) and interest, if any, to the date of such deposit (in the case of Securities 
which have become due and payable) or to the Stated Maturity or Redemption Date, as the case may be; 

(3) the Company has delivered irrevocable instructions to the Trustee to apply the deposited cash and Government 
Obligations towards the payment of the Securities of such series at the Stated Maturity or Redemption Date; 

(4) the Company has paid or caused to be paid all other sums payable hereunder by the Company with respect to such 
series; and 

(5) the Company has delivered to the Trustee an Officers’ Certificate and an Opinion of Counsel, each stating that all 
conditions precedent herein provided for relating to the satisfaction and discharge of this Indenture as to such series have 
been complied witli. 

Notwithstanding the satisfaction and discharge of this Indenture as to such series, the obligations of the Company to 
the Trustee under Section 606, the obligations of the Trustee to any Authenticating Agent under Section 612 and, if money 
andor Government Obligations shall have been deposited with the Trustee pursuant to subclause (B) of Subsection (1) of this 
Section, the obligations of the Trustee under Section 402 and the last paragraph of Section 1003 shall survive. 

SECTION 402. Application of Trust Monev . 
Subject to the provisions of the last paragraph of Section 1003, all money deposited with the Trustee pursuant to 

Section 401 shall be held in trust and applied by it, in accordance with the provisions of the Securities and this Indenture, to 
the payment, either directly or through any Paying Agent (including the Company acting as its own Paying Agent) as the 
Trustee may determine, to the Persons entitIed thereto, of the principal (and premium, if any) and interest, if any, for whose 
payment such money has been deposited with the Trustee. 

ARTICLE J2VE 

REMIEDES 

SECTION 501. Events of Default . 
“Event of Default”, wherever used herein with respect to Securities of any series, means any one of the following 

events: 
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(1) default in the payment of any installment of interest upon any Security of such series when it becomes due and 

(2) default in the payment of the principal of (or premium, if any, on) any Security of such series at its Maturity; or 

(3) default in the deposit of any sinking fund payment, when and as due by the terms of the Securities of such series and 

(4) failure on the part of the Company to observe or perform any other covenant or agreement contained in this 

payable, continued for 30 clays; or 

Article Twelve; or 

Indenture (other than a covenant or agreement included in this Indenture not for the benefit of such series) for 60 days after 
written notice stating the Company is in breach has been given to the Company by tlie Trustee or to the Company and the 
Trustee by the Holders of at least 25% in aggregate principal amount of outstanding Securjties of such series; or 

(5) default under any indenture or instrument under which the Company or any Restricted Subsidiary has at the time 
outstanding indebtedness for borrowed money or guarantees thereof in any individual instance in excess of $25,000,000 
and, if not already matured in accordance with its terns, such indebtedness has been accelerated and such acceleration is 
not cured within 30 days after notice thereof has been given to the Company by the Trustee or to the Company and the 
Trustee by the Holders of at least 25% in aggregate principal amount of Outstanding Securities of such series; provided 
that, if, prior to the entry ofjudgment in favor of the Trustee for payment of the Securities of such series, the default under 
such indenture or instrument has been remedied by the Company or such Restricted Subsidiary, or waived by the holders 
of such indebtedness, then the Event of Default under this Indenture will be deemed likewise to have been remedied or 
waived; or 

(6) d e  entry of a decree or order by court having jurisdiction in the premises adjudging the Company a bankrupt or 
insolvent, or approving as properly fded a petition seeking reorganization, arrangement, adjustment or composition of or in 
respect of the Company under the Bankruptcy Law or any other applicable federal or state law, or appointing a receiver, 
liquidator, assignee, trustee, sequestrator (or other similar official) of the Company or of any substantial part of the 
property of the Cotnpany, or ordering the winding up or liquidation of the affairs of the Company, and the continuance of 
any such decree or order unstayed and in effect for a period of 90 consecutive days; or 

(7) the institution by the Company of proceedings to be adjudicated a bankrupt or insolvent, or the consent by the 
Company to the institution of bankruptcy or insolvency proceedings against it, or the filing by the Company of a petition 
or answer or consent seeking reorganization or relief under the Bankruptcy Law or any other applicable federal or state 
law, or the consent by the Company to the filing of any such petition or to the appointment of a receiver, liquidator, 
assignee, trustee, sequestrator (or other similar official) of the Company or of any substantial part of the property of the 
Company of an assignment for the benefit of creditors, or the admission by the Company in writing of its inability to pay 
its debts generally as they become due; or 
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{ (8) any other Event of Default provided for the benefit of Securities of such series. 

SECTION 502. Acceleration of Maturity: Rescission and Annulment . 
If any Event of Default described in Section 501 with respect to Securities of any series at the time Outstanding occurs 

and is continuing, then in every such case the Trustee or the Holders of at least 25% in principal amount of the outstanding 
Securities of that series may declare the principal amount (or, if the Securities of that series are Original Issue Discount 
Securities or Indexed Securities, such portion of the principal amount as may be specified in the terms ofthat series) of all of 
the Securities of that series and all accrued interest thereon to be due and payable immediately, by a notice in writing to the 
Company (and to the Trustee if given by Holders), and upon any such declaration such principa1 amount (or specified portion 
thereof) shall become immediately due and payable. 

At my time after such a declaration of acceleration with respect to securities of any series has been made and before a 
judgment or decree for payment of the money due has been obtained by the Trustee as hereinafter in this Article provided, the 
Holders of a majority in principal amount of the Outstanding Securities of that series, by written notice to the Company, and 
the Trustee, may rescind and annul such declaration and its consequences if: 

(a) the Company has paid or deposited with the Trustee a sum sufficient to pay: 

(I)  all overdue interest, if any, on all Outstanding Securities of that series, 

(2) all unpaid principal of (and premium, if my, on) any Outstanding Securities of that series which has become due 
otherwise than by such declaration of acceleration, and interest on such unpaid principal (and premium, if any) at the 
rate or rates prescribed therefor in such Securities, 

(3) interest upon such overdue interest at the rate or rates prescribed therefor in such Securities, and 

(4) all sums paid or advanced by the Trustee for such series hereunder and reasonable compensation, expenses, 
disbursements and advances of such Trustee, its agents and counsel; 

(b) all Events of Default with respect to Securities of that series, other than the non-payment of principal of (or 
premium, if any, on) or interest, if any, on Securities of that series which have become due solely by such declaration of 
acceleration, have been cured or waived as provided in Section 513. 

No such rescission shall affect any subsequent default or impair any right consequent thereon. 
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SECTION 503. Collection of Tndebtedness and Suitsfor-Enforcement by Trustee . 
The Company covenants that if: 

(1) default is made in the payment of any interest on any Security when such interest becomes due and payable and 

(2) default is made in the payment of the principal of (or premium, if any, on) any Security at the Maturity thereof, 

then the Company will, upon demand of the Trustee, pay to it for the benefit of the Holders of such Securities, the whole 
amount then due and payable on such Securities for principal (and premium, if any) and interest, if any, and interest on any 
overdue principal (and premium, if any) and on any overdue interest, at the rate or rates prescribed therefor in such 
Securities, and, in addition thereto, such further amount as shall be sufficient to cover the costs and expenses of collection, 
including the reasonable compensation, expenses, disbursements and advances of the Trustee, its agents and counsel. 

If the Company fails to pay such amounts forthwith upon such demand, the Trustee, in its own name as trustee of an 
express trust, may institute a judicial proceeding for the collection of the sums so due and unpaid, may prosecute such 
proceeding to judgment or fmal decree and may enforce the same against the Company or any other obligor upon such 
Securities and collect the moneys adjudged or decreed to be payable in the manner provided by law out of the property of the 
Company or any other obligor upon such Securities, wherever situated. 

If an Event of Default with respect to Securities of any series occurs and is continuing, the Trustee may in its discretion 
proceed to protect and enforce its rights and the rights of the Holders of Securities of such series under this Indenture by such 
appropriate judicial proceedings as the Trustee shall deem most effectual to protect and enforce such rights. 

such default continues for a period of 30 days, or 

SECTION 504. Trustee May File Proofs of Claim . 
In case of the pendency of any receivership, insolvency, liquidation, bankruptcy, reorganization, amngement, 

adjustment, composition or other judicial proceeding relative to the Company or any other obligor upon the Securities or the 
property of the Company or of such other obligor or their creditors, the Trustee (irrespective of whether the principal of the 
Securities shall then be due and payable as therein expressed or by declaration or otherwise and irrespective of whether the 
Trustee shall have made any demand on the Company for the payment of overdue principal, premium, if any, or interest) 
shall be entitled and empowered, by intervention in such proceeding or otherwise, 

(i) to file and prove a claim for the whole amount of principal (and premium, if any), or such portion of the principal 
amount of any series of Original Issue Discount Securities or Indexed Securities as may be specified in the terms of such 
series, and interest, if any, owing and unpaid in respect of the Securities and to file such other papers or documents as may 
be necessary or advisable in order to have the claims of the Trustee (including any claim for the reasonable compensation, 
expenses, disbursements and 
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advances of the Trustee, its agents and counsel) and of the Holders allowed in such judicial proceeding, and i 

(ii) to collect and receive any moneys or other property payable or deliverable on any such claims and to distribute the 
same; 

and any custodian, receiver, assignee, trustee, liquidator, sequestrator or other similar official in any such judicial proceeding 
is hereby authorized by each Holder to make such payments to the Trustee and, in the event #at the Trustee shall consent to 
the making of such payments directly to the Holders, to pay to the Trustee any amount due it for the reasonable 
compensation, expenses, disbursements and advances of the Trustee, its agents and counsel, and any other amouuts due the 
Trustee under Section 606. 

behalf of any Holder any proposal, plan of reorganization, arrangement, adjustment or composition or other similar 
arrangement affecting the Securities or the rights of any Holder thereof or to authorize the Trustee to vote in respect of the 
claim of any Holder in any such proceeding. 

Nothing herein contained shall be deemed to authorize the Trustee to authorize or consent to or accept or adopt on 

SECTION 505. Trustee May Enforce Claims Without Possession of Securities . 
All rights of action and claims under this Indenture or the Securjties may be prosecuted and enforced by the Trustee 

without the possession of any of the Securities or the production thereof in any proceeding relating thereto, and any such 
proceeding instituted by the Trustee shall be brought in its own name and as trustee of an express trust, and any recovery of 
judgment shall, after provision for the payment of the reasonable compensation, expenses, disbursements and advances of the 
Trustee, its agents and counsel, be for the ratable benefit of the Holders of the Securities in respect of which such judgment 
has been recovered. 

SECTION 506. Application of Monev Collected. 

Any money collected by the Trustee pursuant to this Article shall be applied in the following order, at the date or dates 
Gxed by the Trustee and, in case of the distribution of such money on account of principal (or premium, if any) or interest, if 
any, upon presentation of the Securities and the notation thereon of the payment if only partially paid and upon surrender 
thereof if klly paid: 

First: To the payment of all amounts due the Trustee under Section 606; 

Second : To the payment of the amounts then due and unpaid for principal of (and premium, if any) and interest, if any, 
on the Securities in respect of which or for the benefit of which such money has been collected, ratably, without preference 
or priority of any kind, according to the amounts due and payable on such Securities for principal (and premium, if any) 
and interest, if any, respectively; and 

Third : The balance, if any, to the Company. 
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SECTION 507. b i g t i o n  on Suits. 

No Holder of any Security of any series shall have any riglit to institute any proceeding, judicial or otherwise, with 

(1) such Holder has previously given written notice to the Trustee of a continuing Event of Default with respect to the 
Securities of that series; 

(2) the HoIders of at least 25% in principal amount of the Outstanding Securities of that series shall have made written 
request to the Trustee to institute proceedings in respect of an Event of Default described in Section 501 in its own name as 
Trustee hereunder and such Holders have offered to the Trustee reasonable indemnity against the costs, expenses and 
liabilities to be incurred in compliance with such request; 

proceeding; and 

Holders of a majority or more in principal amount of the Outstanding Securities of that series; 

respect to this Indenture, or for the appointment of a receiver or trustee, or for any other remedy hereunder, unless 

(3) the Trustee for 60 days after its receipt of such notice, request and offer of indemnity has failed to institute any such 

(4) no direction inconsistent with such written request has been given to the Trustee during such 60-day period by the 

it being understood and intended that no one or more of such Holders shall have any right in any manner whatever by virtue 
of, or by availing of, any provision of this Indenture to affect, disturb or prejudice the rights of any other Holders o f  
Securities of the same series, in respect of any Event of Default described in Section 501, or to obtain or to seek to obtain 
priority or preference over any other of such Holders or to enforce any right under this Indenture, except in the manner herein 
provided and for the equal and ratable benefit of all Holders of Securities of the same series, in respect of such Event of 
Default. 

SECTION 508. Unconditional Right of Holders to Receive P-hcipal,.FTemium and Interest . 
Notwithstanding any other provision in this Indenture, the Holder of any Security shall have the right, which is 

absolute and unconditional, to receive payment of the principal of (and premium, if any) and (subject to Section 308) interest, 
if any, on, such Security on the respective Stated Maturities expressed in such Security (or, in the case of redemption, on the 
Redemption Date) and to institute suit for the enforcement of any such payment, and such rights shall not be impaired 
without the consent of such Holder. 

SECTION 509. Restoration ef-$&and Remedies , 

Ifthe Trustee or any Holder has instituted any proceeding to enforce any right or remedy under this Indenture and such 
proceeding has been discontinued or abandoned for any reason, or has been determined adversely to the Trustee or to such 
Holder, then and in every such case the Company, the Trustee and the Holders shall, subject to any determination in such 
proceeding, be restored severally and respectively to their former positions hereunder and 
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thereafter aU rights and remedies of the Trustee and the Holders shall continue as though no such proceeding had been 
instituted. 

SECTION 510. Rights and Remedies CumuIative . 
Except as otherwise provided in Section 307, no right or remedy herein conferred upon or reserved to the Trustee or to 

the Holders of Securities is intended to be exclusive of any other right or remedy, and every right and remedy shall, to the 
extent permitted by law, be cumulative and in addition to every other right and remedy given hereunder or now or hereafter 
existing at law or in equity or otherwise. The assertion or employment of any right or remedy hereunder, or otherwise, shall 
not prevent the concurrent assertion or employment of any other appropriate right or remedy. 

SECTION 5 I 1. Delay or Omission Not Waiver . 
No delay or omission of the Trustee or of any Holder of any Security to exercise any right or remedy accruing upon 

any Event of Default shall impair any such right or remedy or constitute a waiver of any such Event of Default or an 
acquiescence therein. Every right and remedy given by this Article or by law to the Trustee or to the Holders may be 
exercised corn time to time, and as often as may be deemed expedient, by the Trustee or by the Holders, as the case may be. 

SECTiON 512. Control bv Holders . 
With respect to the Securities of any series, the Holders of not Iess than a majority in principal amount of the 

Outstanding Securities of such series shall have the right to direct the tirne, method and place of conducting any proceeding 
for any remedy available to the Trustee, or exercising any trust or power conferred on the Trustee, related to or arising under 
Section 501, provided that in each case 

(I) such direction shall not be in codict with any rule of law or with this Indenture or expose tlie Trustee to personal 

(2) subject to the provisions of the TIA Section 3 15, the Trustee may take any other action deemed proper by the 

SECTION 5 13. Waiver of Past Defaults . 
Subject to Section 502, the Holders of not less than a majority in principal amount of the Outstanding Securities of any 

liability, and 

Trustee which is not inconsistent with such direction. 

series may on behalf of the Holders of all the Securities of such series waive any past Default or Event of Default in 
Section 501 in respect of such series and its consequences, except a Default or Event of Default, 

(1) in respect of the payment of the principal of (or premiwn, if any) or interest, if any, on any Security of such series, 
or 
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(2) in respect of a covenant or provision of such series which under Article Nine cannot be modified or amended 

IJpon any such waiver, such Default shall cease to exist, and any Event of Default arising therefrom shall be deemed to 

without the consent of the Holder of each Outstanding Security of such series affected. 

have been cured, for every purpose of this Indenture; but no such waiver shall extend to any subsequent or other Default or 
Event of Default or impair any right consequent thereon. 

SECTION 514. Undertaking for Costs . 
All parties to this Indenture agree, and each Holder of Securities of any series by his acceptance thereof shall be 

deemed to have agreed, that any court may in its discretion require, in any suit for the enforcement of any right or remedy 
under this Indenture, or in any suit against the Trustee for any action taken, suffered or omitted by it as Trustee, the fding by 
any party litigant in such suit of an undertaking to pay the costs of such suit, and that such court may in its discretion assess 
reasonable costs, including reasonable attorneys’ fees and expenses, against any party litigant in such suit, having due regard 
to the merits and good faith of the claims or defenses made by such party litigant; but the provisions of this Section shall not 
apply to any suit instituted by the Trustee, to any suit instituted by any Holder, or group of Holders, holding in the aggregate 
more than 10% in principal amount of the Outstanding Securities of any series, or to any suit instituted by any Holder for the 
enforcement of the payment of the principal of (or premium, if any) or interest on Securities of any series on or after the 
respective Stated Maturities expressed in such Security (or, in the case of redemption, on or after the Redemption Date); 
provided that neither this Section 5 14 nor the Trust Indenture Act shall be deemed to authorize any court to require such an 
undertaking or to make such an assessment in any suit instituted by the Company. 

SECTION 5 15. Waiver of S ~ y - o r E ~ t e n s i o - ~ ~ ~ - .  

The Company covenants (to the extent that it may lawfully do so) that it will not at any time insist upon, or plead, or in 
any manner whatsoever claim or take the benefit or advantage of, any stay, extension or usury Iaw wherever enacted, now or 
at any time hereafter in force, which may affect the covenants or the performance ofthis Indenture; and the Company (to the 
extent that it may lawfully do so) hereby expressly waives all benefit or advantage of any such law and covenants that it will 
not hinder, delay or impede the execution of any power herein granted to the Trustee, but will suffer and permit the execution 
of every such power as though no such law had been enacted. 

ARTICLE SIX 
THE TRUSTEE 

SECTlON 601. Notice of Defaults . 
Within 90 days d e r  the occurrence of any Default hereunder with respect to the Securities of any series of which tlie 

Trustee is deemed to have knowledge pursuant to Section 
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602, the Trustee shall transmit by mail to all Holders, as their names and addresses appear in the Security Register, notice of 
such Default hereunder, unless such Default shall have been cured or waived; provided, however, that, except in the case of 
a Default in the payment of the principal of (or premium, if any) or interest, if any, on any Security of such series or in the 
payment of any sinkiug fimd installment with respect to Securities of such series, the Trustee shall be protected in 
withholding such notice if and so long as the Board of Directors, the executive committee or a trust committee of directors 
and/or Authorized Officers of the Trustee in good faith determines that the withholding of such notice is in the interest of the 
Holders of Securities of such series; and provided fkther-that in the case of any Default or breach of the character specified 
in Section 501(4) with respect to Securities of such series, no such notice to Holders shall be given until at least 30 days after 
the occurrence thereof 

SECTION 602. C a i n  Rights of Trustee. 

The duties and rights of the Trustee hereunder shall be provided in T’IA Sections 3 15(a) through 315(d) and, subject 

(1) The Trustee may conclusively rely and shall be protected in acting or refraining from acting upon any resolution, 
certificate, statement, instrument, opinion, report, notice, request, direction, consent, order, bond, debenture, note, other 
evidence of indebtedness or other paper or document believed by it to be genuine and to have been signed or presented by 
the proper party or parties; 

(2) Any request or direction of the Company mentioned herein shall be sufficiently evidenced by a Company Request 
or Company Order and any resolution of the Board of Directors rnay be sufficiently evidenced by a Board Resolution; 

(3) Whenever in the adruinistration of this Indenture the Trustee shall deem it desirable that a matter be proved or 
established prior to taking, suffering or omitting any action hereunder, the Trustee (unless other evidence be herein 
specifically prescribed) may, in the absence of bad faith on its part, rely upon an Officers’ Certificate; 

(4) The Trustee rnay consult with counsel of its selection and the advice of such counsel or any Opinion of Counsel 
shall be full and complete authorization and protection in respect of any action taken, suffered or omitted by it hereunder in 
good faith and in reliance thereon; 

(5 )  The Trustee shall be under no obligation to exercise any of the rights or powers vested in it by this Indenture at the 
request or direction of any of the Holders of Securities of any series pursuant to this Indenture, unless such Holders shall 
have offered to the Trustee reasonable security or indemnity against the costs, expenses and liabilities which might be 
incurred by it in compliance with such request or direction; 

certificate, statement, instrument, opinion, report, notice, request, direction, consent, order, bond, debenture, note, other 
evidence of indebtedness or other paper or document, but the Trustee, in its discretion, may make such further inquiry or 
investigation into such facts or matters as it may see fit, and, if the Trustee 

thereto, 

(6) The Trustee shall not be bound to make any investigation into the facts or matters stated in any resolution, 

40 

hitp :IIuwv. irives tque s t.. com/iq/a/ato/fm/8 Wat o 8 k03 2 609. htm 911 712009 



AWOS EmRGY COW (Form: 8-K) Page 52 of 56 

shall determine to make such further inquiry or investigation, it shall be entitled to examine the books, records and 
premises of the Company, personally or by agent or attorney; 

(7) The Trustee may execute any of the trusts or powers hereunder or perform any duties hereunder either directly or by 
or through agents or attorneys and the Trustee shall not be responsible for any misconduct or negligence on the part of any 
agent or attorney appointed with due care by it hereunder; 

(8) No provision of this Indenture shall require the Trustee to expend or risk its own %rids or otherwise incur my 
financial liability in the performance of any of its duties hereunder, or in the exercise of any of its rights or powers if it 
shaU have reasonable grounds for believing that repayment of such funds or adequate indemnity against such risk or 
liability is not reasonably assured to it; 

(9) The Trustee shall not be liable for any error ofjudgment made in good faith by an Authorized Officer, unless it shall 
be proved that the Trustee was negligent in ascertaining the pertinent facts; 

(10) The Trustee is not required to take notice or deemed to have notice of any Default or Event of Default hereunder, 
unless an Authorized Officer of the Trustee has received notice in writing of such Default or Event of Default from the 
Company or from the Holders of at least 25% in aggregate principal amount of the Outstanding Securities of the series so 
affected, and in absence of any such notice, the Trustee may conclusively assume that no Default or Event of Default 
exists; 

(1 1) The Trustee is not required to give any bond or surety with respect to the performance of its duties or the exercise 
of its powers under this Indenture; 

( I  2) The Trustee’s immunities and protections from liability and its rights to compensation and indemnification in 
connection with the performance of its duties under this Indenture shall extend to the Trustee’s officers, directors, agents 
and employees. Such immunities and protections and right to indemnification, together with the Trustees right to 
compensation, shall survive the Trustee’s resignation or removal and final payment of the Securities; 

(13) The Trustee shall have no responsibility for any information in any offering memorandum or other disclosure 
material distributed with respect to any series of Securities, and the Trustee shall have no responsibility for compliance 
with any state or federal securities laws in connection with the Securities, other than the filing of any documents required 
to be Wed by an indenture trustee pursuant to the Trust Indenture Act; 

(14) The rights, privileges, protections, immunities and benefits given to the Trustee, including, without limitation, its 
right to be indemnified, are extended to, and shall be enforceable by the Trustee in each of its capacities hereunder, and 
each agent, custodian and other Person employed to act hereunder; 
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(I 5) The Trustee may request that the Issuer deliver an Officers' Certificate setting forth the names of individuals 
and/or titles of officers authorized at such time to take specified actions pursuant to this Indenture, which Officers' 
Certificate may be signed by any person authorized to sign an Officers' Certificate, including any person specified as so 
authorized in any such certificate previously delivered Certificate, including any person specified as so authorized in any 
such certificate previously delivered and not superseded; 

(16) The Trustee shall not be responsible or liable for special, indirect, or consequential loss or damage of any kind 
whatsoever (including, but not limited to, loss or profit) irrespective of whether the Trustee has been advised of the 
likelihood of such loss or damage and regardless of the forin of action; and 

powers under this Indenture. 
(17) The Trustee shall not be required to give any note, bond or surety in respect of the execution of the trusts and 

SECTION 603. Trustee Not Resr>ons_ible for Recitals or Issuance of Securities . 
The recitals contained herein and in the Securities, except for the Trustee's certificates of authentication, shall be taken 

as the statements of the Company, and neither the Trustee nor any Authenticating Agent assumes any responsibility for their 
correctness. The Trustee makes no representations as to the validity or sufficiency of this Indenture or of the Securities. The 
Trustee shall not be accountable for the use or application by the Company of Securities or the proceeds thereof, except that 
the Trustee represents that it is duly authorized to execute and deIiver this Indenture, authenticate the Securities and perform 
its obligations hereunder and that the statements to be made by it in a Statement of Eligibility on Form T-1 supplied to the 
Company are true and accurate, subject to the qualifications set forth therein. Neither the Trustee nor any Authenticating 
Agent shaIl be accountable for the use or application by the Company of Securities or the proceeds thereof. 

SECTION 604. May Hold Securities . 
The Trustee, any Authenticating Agent, any Paying Agent, any Security Registrar or any other agent of the Company 

or of the Trustee, in its individual or any other capacity, may become the owner or pIedgee of Securities and, subject to ITA 
Sections 3 10(b) and 3 11, may otherwise deal with the Company with the same rights it would have if it were not 'I'rustee, 
Authenticating Agent, Paying Agent, Security Registrar or such other agent. 

SECTION 605. UQmy Held in Trust. 

Money held by the Trustee in trust hereunder need not be segregated from other funds except to the extent required by 
law. The Trustee shall be under no liability for interest on any money received by it hereunder except as otherwise agreed in 
writing with the Company. 
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SECTION 606. ComDensation .and ReimburseminL 

The Company agrees: 

(1) to pay to the Trustee from time to time such compensation as shall be agreed to in writing between the Company 
and the 'Trustee for all services rendered by it hereunder (which cornpensation shall not be limited by any provision of law 
in regard to the compensation of a trustee of an express trust); 

(2) except as otherwise expressly provided herein, to reimburse the Trustee upon its request for all reasonable expenses, 
disbursements and advances incurred or made by the Trustee in accordance with any provision of this Indenture (including 
the reasonable compensation and the expenses and disbursements of its agents and counsel), except any such expense, 
disbursement or advance as may be attributable to its negligence or willful misconduct; and 

(3) to indemnify each of Trustee or any predecessor Trustee for, and to hold it harmless against, any and all loss, 
damage, claim, liability or expense including taxes (other than taxes based on the income of the Trustee) incurred without 
negligence or bad faith on its part, arising out of or in connection with the acceptance or administration of this trust, 
including the costs and expenses of defending itself against any claim or liability in connection with any action taken, 
suffered or omitted by the Trustee hereunder. 

As security for the performance of the obligations of the Company under this Section 606, the Trustee shall have a lien 
prior to the Securities upon all property and funds held or collected by the Trustee as such, except funds held in trust for the 
payment of principal of (or premium, if any) or interest, if any, on particular Securities. 

The provisions of this Section shall survive the termination of this indenture. 

SECTION 607. Conflictin? Interests . 
The Trustee shall comply with the provisions of Section 3 100) of the Trust Indenture Act. 

SECTION 608. Coqorate Trustee Req&d;_Eligjbd&; &n&&g J&er~&. 

There shall at all times be a Trustee hereunder qualified or to be qualified under TIA Section 3 1 O(a)( 1) and which, to 
the extent there is such an institution eligible and willing to serve, shall have a combined capital and surplus of at least 
$50,000,000. If such Trustee publishes or files reports of condition at least annually, pursuant to law or to the requirements of 
federal, state, territorial or District of Columbia supervising or examining authority, then for the purposes of this Section 608, 
the combined capital and surplus of the Trustee shall be deemed to be its combined capital and surplus as set forth in its most 
recent report of condition so published or filed. E a t  my time the Trustee shall cease to be eligible in accordance with the 
provisions of this Section 608, it shall resign immediately in the manner and with the effect hereinafter specified in this 
Article. 
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SECTION 609. Resignation an&Removal; Apphiment of Successor. 

(a) No resignation or removal of the Trustee and no appointment of a successor Trustee pursuant to this Article shall 

(b) The Trustee may resign at any time with respect to the Securities of one or more series by giving written notice 

become effective until the acceptance of appointment by the successor Trustee under Section 610. 

thereof to the Company. If the instrument of acceptance by a successor Trustee required by Section 610 shall not have been 
delivered to the Trustee within 30 days after the giving of such notice of resignation, the resigning Trustee may, at the 
expense of the Company, petition any court of competent jurisdiction for the appointment of a successor Trustee with respect 
to the Securities of such series. 

less than a majority in principal amount of the Outstanding Securities of such series, delivered to the Trustee and the 
Company. If an instrument of acceptance by a successor 'Trustee shall not have been delivered to the Trustee within 30 days 
after the giving of such notice of removal, the removed Trustee may, at the expense of the Company, petition a court of 
competent junkdiction for the appointment of a successor Trustee. 

(c) The Trustee may be removed at any time with respect to the Securities of any series by Act of the Holders of not 

(d) Ifat any time: 

(1) the Trustee shall fail to comply with the provisions of TIA Section 310(b) after written request therefor by the 

(2) the Trustee shall cease to be eligible under Section 608 and shall fail to resign aRer written request therefor by the 

(3) the Trustee shall become incapable of acting or shall be adjudged a bankrupt or insolvent or a receiver of the Trustee 

Company or by any Holder who has been a bona fide Holder of a Security for at least six months, or 

Company or by any Holder who has been a bona fide Holder of a Security for at least six months, or 

or of its property shall be appointed or any public officer shall take charge or control of the Trustee or of its property or 
affairs for the purpose of rehabilitation, conservation or liquidation, 

then, in any such case, (i) the Company, by a Board Resolution, may remove the Trustee with respect to all Securities, or 
(i) subject to TIA Section 5 14, the Holder of any Security who has been a bona fide Holder of a Security for at least six 
months may, on behalf of himself and all others similarly situated, petition any court of competent jurisdiction for the 
removal of the Trustee with respect to all Securities and the appointment of a successor Trustee or Trustees. 

Trustee for any cause, with respect to the Securities of one or more series, the Company, by a Board Resolution, shall 
promptly appoint a successor Trustee or Trustees with respect to the Securities of that or those series (it being understood that 
any such successor Trustee may be appointed with respect to the Securities of one or more or all of such series and that at any 
time there shall be only one Trustee with respect to the Securities of any 

(e) If the Trustee shall resign, be removed or become incapable of acting, or if a vacancy shall occur in the office of 
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particular series). If, within one year after such resignation, removal or incapability, or the occurrence of such vacancy, a 
successor Trustee with respect to the Securities of any series shall be appointed by Act of the Holders of a majority in 
principal amount of the Outstanding Securities of such series delivered to the Company and the retiring Trustee, the 
successor Trustee so appointed shall, forthwith upon its acceptance of such appoinbnent in accordance with Section 610, 
become the successor Trustee with respect to the Securities of such series and to that extent supersede the successor Trustee 
appointed by the Company. Eno  successor Trustee with respect to the Securities of any series shaU have been so appointed 
by the Company or the Holders and accepted appointment in the manner hereinafter provided, any Holder who has been a 
bona fide Holder of a Security of such series for at least six months may, on behalf of himself and all others shilarly 
situated, petition any court of competent jurisdiction for the appointment of a successor Trustee with respect to the Securities 
of such series. 

(0 The Company shall give notice of each resignation and each removal of the Trustee with respect to the Securities of 
any series and each appointment of a successor Trustee with respect to the Securities of any series to the Holders of 
Securities of such series in the manner provided for in Section 106. Each notice shall include the name of the successor 
Trustee with respect to the Securities of such series and the address of its Corporate Trust Office. 
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uiwrm STATES 
TIES AND EXCHANGE CO SSION 

Washington, D.C. 20549 

or 
Current Report Pursuant to Section 13 or 

15(d) of the Securities Exchange Act of 1934 

March 23,2009 
Date of Report (Date of e a r k t  event reported) 

C T 
(Exact Name of Registrant as Specified in its Charter) 

TEXAS AND VIRGINIA 1-10042 
(State or  Other Jurisdiction 

of Incorporation) 
(Commission File Number) 

1800 THREE LINCOLN CENTRE, 
5430 LBJ FREEWAY, DALLAS, TEXAS 
(Address of Principal Executive Offices) 

75-1743247 
(I.RS. Employer 

Identification No.) 

75240 
(Zip Code) 

(972) 934-9227 
(Registrant’s Telephone Number, Including Area Code) 

Not Applicable 
(Former Name or Former Address, if Changed Since Last Report) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the 
registrant under any of the following provisions: 

0 Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

he-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 

17 Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (1 7 CFR 240.13e-4(c)) 
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Item 8.01. Other Events. 

On March 23,2009, Amos Energy Corporation f‘Atmos Energy”) entered into an uaderwriting agreement (the 
“Underwriting Agreement”) with Banc of America Securities LLC, Goldman, Sachs & Co., Greenwich Capital Markets, Inc. 
and SunTrust Robinson Humphrey, hc., acting on behalf of themselves individually and as representatives of the several 
underwriters named in the Underwriting Agreement, for the sale by Atmos Energy of $450 million aggregate principal 
amount of 8.50% senior notes due 20 19, in a public offering pursuant to a registration statement on Form S-3 (File No. 333- 
158 140) and a related preliminary prospectus supplement and prospectus supplement fded with the Securities and Exchange 
Commission. 

Amos Energy expects to receive net proceeds, aRer the underwriting discount and estimated offering expenses, of 
approximately $446 million. The offering of the senior notes is expected to close on March 26,2009, subject to customary 
closing conditions. 

The senior notes will be issued pursuant to an indenture to be dated on or about March 26,2009 (the “Indenture”) between 
Amos Energy and US. Bank, National Assodation, as trustee. The notes will be represented by a global security, a form of 
which is filed as an exhibit hereto and which is incorporated herein by reference. 

The above description of the Indenture and the IJndenvriting Agreement is qualified in its entirety by reference to the form of 
Indenture and the TJnderwriting Agreement. The form of Indenture bas been previously filed and the Underwriting 
Agreement is filed as an exhibit hereto. The form of Indenture and the Underwriting Agreement are incorporated herein by 
reference. 

Item 9.01. Financial Statements and Exhibits. 

(d) Exhibits 

See Index to Exbibits attached hereto. 
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Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORATION 
(Registrant) 

DATE: March 25,2009 By: /s/ LOUTS P. GREGORY 
Louis P. Gregory 
Senior Vice President 
and General Counsel 
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INDEX TO EXHIBITS 

Exhibit No. Description ~ 

1.1 

4.1 

5.1 

12.1 

23.1 

IJnderwriting Agreement dated as of March 23 2009 

Form of Global Note for the 8.50% Senior Notes due 20 19 

Opinion of Gibson, Dunn & Crutcher LLP 

Computation of pro forma ratio of earnjngs to fixed charges 

Consent of Gibson, Dum & Crutcher LLP (included in Exhibit 5.1) 

Exhibit 1.1 

EXECUTION VERSION 

ATMOS ENERGY CORPORATION 

$450,000,000 8.50% Senior Notes due 2019 

UNDERWRITING AGREEMENT 

March 23,2009 

BANC OF AMERICA SECURITIES LLC 
GOLDMAN, SACHS & CO. 
GREENWICH CAPITAL ~ ~ R K E T S ,  hc. 
SUNTRUST ROBINSON HUMPHREY, hc.  
As Representatives of the several 

c/o Banc of America Secmities LLC 
One Bryant Park 
New York, New York 10036 

Underwriters named in Schedule I attached hereto 

Ladies and Gentlemen: 

Amos Energy Corporation, a Texas and Virginia corporation (the “ Company ”), proposes to sell $450,000,000 
aggregate principal amomt of the Company’s 8.50% Senior Notes due 201 9 on the terns and conditions stated herein (the “ 
Securities ”). This is to confm the agreement concerning the purchase of the Securities &om the Company by the 
IJnderwriters. The Securities are to be issued pursuant to an indenture, to be dated as of March 26,2009 (the “ Indenture ”) 
between the Company and US. Bank National Association, as trustee (the “ Trustee ”) and an officers’ certificate to be 
dated as of March 26,2009 pursuant to Section 301 of the Indenture (the ‘‘ Section 301 Officers’ Certificate ”). The 
Securities and the Indenture are more hlly described in the Prospectus (defined below). 

1 .  Represenlaliom, Warranties and Agreements of the Company . The Company represents, warrants and agrees that: 

(a) A registration statement on Form S-3 (File No. 333-158140), including a base prospectus relating to the Securities 
(i) has been prepared by the Company in conformity with the requirements of the Securities Act of 1933, as amended 
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(the " Securities Act "), and the rules and regulations (the " Rules and Regutations ") of the Securities and Exchange 
Commission (the " Commission '7 thereunder; (ii) has been fled with the Commission under the Securities Act; and 
(iii) is effective under the Securities Act. Copies of the Regismtion Statement (as defined below) have been delivered by 
the Company to you as the representatives (the '' Representatives ") of the Underwriters. As used in this Agreement: 

(i) '' Applicable Time " means 5:OO p.m. (New York City time) on the date of this Agreement; 

(ii) " Effective Date " means any date as of mhich any part of the Registration Statement became effective under 

(iii) " General Use Issuer Free Writing Prospectus " means any Issuer Free Writing Prospectus that is intended 

the Securities Act in accordance with the Rules and Regulations; 

for general distribution to prospective investors as evidenced by its being so specified in Schedule I1 to this 
Agreement; 

and Regulations) prepared by or on behalf of the Company or used or referred to by the Company in connection with 
the offering of the Securities; 

(v) '' Preliminary Prospectus " means the base prospectus included in the Registration Statement, together with 
any preliminary prospectus supplement relating to the Secun'ties filed with the Commission pursuant to Rule 424(b) 
of the Rules and Regulations; 

together with any General Use Issuer Free Writing Prospectus filed or used by or on behalf of the Company on or 
before the Applicable T h e  as permitted by t h i s  Agreement; 

(vii) " Prospectus " means the base prospectus included in the Registration Statement, together with the final 
prospectus supplement relating to the Securities filed with the Commission pursuant to Rule 424(b) of the Rules and 
Regulations; and 

Effective Date, including the Prospectus and all exhibits to such registration statement and any document incorporated 
by reference therein. 

(iv) " Issuer Free Writing Prospectus ''I means any ''free writing prospectus" (as defined in Rule 405 of the Rules 

(vi) " Pricing Disclosure Package " means, as of the Applicable Time, the most recent Preliminary Prospectus, 

(viii) '' Registration Statement "means, the registration statement described above, as amended as of the 

Any reference to any PreLjlninary Prospectus or the Prospectus shall be deemed to refer to and include any documents 
incorporated by reference therein pursuant to Fom S-3 under the Securities Act as of the date of such Preliminary 
Prospectus or the Prospectus, as the case may be. Any reference to the " most recent Preliminary Prospectus " shall be 
deemed to refer to the base prospectus included in the Registration Statement, together 
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with the latest preliminary prospectus supplement relating to the Securities filed with the Commission pursuant to Rule 
42403) prior to or on the date hereof (including, for purposes hereof, any documents incorporated by reference therein prior 
to or on the date hereof). Any reference to any amendment or supplement to any Preliminary Prospectus or the Prospectus 
shalI be deemed to refer to and include any document filed under the Securities Exchange Act of 1934, as amended (the ‘‘ 
Exchange Act ”), after the date of such Preliminary Prospectus or the Prospectus, as the case may be, and incorporated by 
reference in such Preliminary Prospectus or the Prospectus, as the case may be; and any reference to any amendment to the 
Registration Statement shall be deemed to include any annual report of the Company on Form 10-K filed with the 
Commission pursuant to Section 13(a) or 1S(d) of the Exchange Act after the Effective Date that is incorporated by 
reference in the Registration Statement. The Commission has not issued any stop order preventing or suspending the use of 
any Preliminary Prospectus or the Prospectus or suspending the effectiveness of the Registration Statement, and no 
proceeding or examination for such purpose has been instituted or, to the knowledge of the Company, threatened by the 
Commission. The Commission has not notified the Company of any objection to the use of the form of the Registration 
Statement. 

(b) At the time of filing the Registration Statement and, if applicable, at the time of the most recent amendment thereto for 
purposes of complying with Section IO(a)(3) of the Securities Act, the Company was a “well-known seasoned issuer” (as 
defined in Rule 405 of the Rules and Regulations) eligible to use Form S-3 for the offering of the Securities, including not 
having been an “ineligible issuef’ (as defmed in Rule 405 of the Rules and Regulations) at any such time. The Registration 
Statement is an “automatic shelf registration statement’’ (as defined in Rule 405 of the Rules and Regulations) and was Wed 
not earlier than the date that is three years prior to the applicable Delivery Date (as defined in Section 4). 

(c) The Registration Statement confonned and will conform in all material respects on the Effective Date and on the 
applicable Delivery Date, and any amendment to d e  Registration Statement filed after the date hereof will conform in all 
material respects when filed, to the requirements of the Securities Act and the Rules and Regulations. The Preliminary 
Prospectus conformed, and the Prospectus will conform, in all material respects when filed with the Commission pursuant to 
Rule 42407) and on the applicable Delivery Date to the requirements of the Securities Act and the Rules and Regulations. The 
documents incorporated by reference in any Preliminary Prospectus or the Prospectus conformed, and any firther documents 
so incorporated will conform, when fded with the Commission, in all material respects to the requirements of the Exchange 
Act, the Securities Act or the Trust Indenture Act, as applicable, and the rules and regulations of the Commission thereunder. 

(d) The Registration Statement did not, as of the Effective Date, contain an untrue statement of a material fact or omit to 
state a material fact required to be stated therein or necessary to make the statements therein not misleading; provided that no 
representation or warranty is made as to information contained in or omitted ii-orn the Registration Statement in reliance upon 
and in conformity with written information furnished to the Company through the Representatives by or on behalf of any 
Underwriter specifically for inclusion therein, which information is specified in Section S(e). 
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(e) The Prospectus will not, as of its date and on the applicable DeIivery Date, contain an untrue statement of a material 
fact or omit to state a material fact required to be stated therein or necessary to make the statements therein, in the light of the 
circumstances under which they were made, not mis1eading;providedthat no representation or warranty is made as to 
information contained in or omitted fkom the Prospectus in reliance upon and in conformity with written information 
hmished to the Company through the Representatives by or on behalf of any Underwriter specifically for inclusion therein, 
which information is specified in Section S(e). 

(f) The documents incorporated by reference in any Preliminary Prospectus or the Prospectus did not, and any further 
documents filed and incorporated by reference therein will not, when filed with the Commission, contain an untrue statement 
of a material fact or omit to state a material fact required to be stated therein or necessary to make the statements therein, in 
the light of the circumstances under which they were made, not misleading. There are no contracts or documents which are 
required to be described in the Registration Statement, the Prospectus or the documents incorporated by reference therein or 
to be filed as exhibits thereto which have not been so described and fded as required. 

(8) The Pricing Disclosure Package did not, as of the Applicable Time, contain an untrue statement of a material fact or 
omit to state a material fact required to be stated therein or necessary to make the statements therein, in the light of the 
circumstances under which they were made, not misleading; provided that no representation or warranty is made as to 
information contained in or omitted &om the Pricing Disclosure Package in reliance upon and in conformity with written 
information furnished to the Company through the Representatives by or on behalf of any Underwriter specifically for 
inclusion therein, which information is specified in Section S(e). 

(h) Each Issuer Free Writing Prospectus (including, without limitation, any road show that is a free writing prospectus 
under Rule 433), when corisidered together with the Pricing Disclosure Package as of the Applicable ‘Time, did not contain an 
untrue statement of a material fact or ornit to state a material fact required to be stated therein or necessary to make the 
statements therein, in the light of the circumstances under which they were made, not misleading. 

(i) Each Issuer Free Writing Prospectus conformed or will conform in all material respects to the requirements of the 
Securities Act and the Rules and Regulations on the date of first use, and the Company has complied with any filing 
requirements applicable to such Issuer Free Writing Prospectus pursuant to the Securities Act and the Rules and Regulations. 
Each Issuer Free Writing Prospectus does not and will not conflict with the information contained in the Registration 
Statement, the most recent Preliminary Prospectus or the Prospectus. The Company has not made any offer relating to the 
Securities that would constitute an Issuer Free Writing Prospectus without the prior written consent of the Representatives. 
The Company has retained in accordance with the Rules and Regulations all Issuer Free Writing Prospectuses that were not 
required to be filed pursuant to the Rules aud Regulations. 

(j) The Company has been duly organized and is validly existing as a corporation in good standing under the laws of the 
State of Texas and the Commonwealth of Virginia and has corporate power and authority to own, lease and operate its 
properties and to conduct its business 
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as described in the most recent Preliminary Prospectus and to enter into and perform its obligations under this Agreement, the 
Indenture and the Securities; and the Company is duly qualified as a foreign corporation to transact business and is in good 
standing in each other jurisdiction in which such qualification is required, whether by reason of the ownership or leasing of 
property or the conduct of business, except where the failure so to qualify or to be in good standing would not result in a 
material adverse change, or a development known to the Company involving a prospective material adverse change, in the 
condition, financial or otherwise, or in the earnings, business affairs or business prospects of the Company and its 
subsidiaries considered as one enterprise, whether or not arising in the ordinary course of business 
(a ‘‘ Material Adverse Effect ”). 

(k) Each “significant subsidiary” (as such term is defined in Rule 405 of the Securities Act) of the Company (each a “ 

Subsidiary ” and, collectively, the “ Subsidiaries ”) (a) has been duly organized and is validly existing as an entity in good 
standing under the laws of the jurisdiction of its formation, (h) has corporate or limited liability company power and 
authority, as applicable, to own, lease and operate its properties and to conduct its business as described in the most recent 
Preliminary Prospectus and is duly qualified as a foreign entity to transact business and is in good standing in each 
jurisdiction in which such qualification is required, whether by reason of the ownership or leasing of property or the conduct 
of business, except where the faiIure so to qualify or to be in good standing would not result in a Material Adverse Effect. 
The only Subsidia’es of the Company are the subsidiaries listed on Schedule IV and the Company does not own or control, 
directly or indirectly, any corporation, association or other entity other than the subsidiaries listed on Schedule 111. 

(I) The authorized, issued and outstanding capital stock of the Company is as set forth in each of the most recent 
Preliminary Prospectus and the Prospectus under the caption “Capitalization” (except for subsequent issuances, if any, 
pursuant to reservations, agreements, acquisitions or empIoyee benefit plans each referred to in each of the most recent 
Preliminary Prospectus and the Prospectus or pursuant to the exercise of options or share unit awards, each referred to in each 
of the most recent Preliminary Prospectus and the Prospectus). The shares of issued and outstanding capital stock of the 
Company have been duly authorized and validly issued and are fully paid and non-assessable; none of the outstanding shares 
of capital stock of the Company was issued in violation of the preemptive or other similar rights of any securityholder of the 
Company. 

(m) All of the issued and outstanding capital stack or limited liability company membership interests, as the case may be, 
of each Subsidiary have been duly authorized and validly issued, are fully paid and non-assessable and are owned by the 
Company, directly or through subsidiaries, free and clear of any security interest, mortgage, pledge, lien, encumbrance, claim 
or equity except for such liens, encumbrances, equities or cIahs as would not, in the aggregate, reasonably be expected to 
have a Material Adverse EfFect; none of the outstanding shares of capital stock or limited liability company membership 
interests, as the case may be, of any Subsidiary was issued in violation of the preemptive or similar rights of any 
secun-tyholder of such Subsidiary. 

Company and, at the Delivery Date, will be duly 
(n) The Indenture has been duly qualified under the Trust Indenture Act. The Indenture has been duly authorized by the 
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executed and delivered by the Company and constitute a valid and binding agreement of the Company, enforceable against 
the Company iu accordance with its terms, except as enforceability thereof may be limited by bankruptcy, insolvency, 
reorganization, moratorium or similar laws relating to or affecting the enforcement of creditors’ rights generally and by 
equitable principles of general applicability, regardless of whether such enforceability is considered in a proceeding at equity 
or at law. At the Delivery Date, the Section 301 Officers’ Certificate will have been duly authorized, executed and delivered 
by the Company. 

(0) The Securities have been duly authorized by the Company and, at the Delivery Date, will have been duly executed by 
the Company and, when authenticated, issued and delivered in the manner provided €or in the Indenture and delivered against 
payment of the purchase price therefor as provided in this Agreement, will constitute valid and binding obligations of the 
Company, enforceable against the Company in accordance with their terms, except as enforcement thereof may be limited by 
bankruptcy, insolvency, reorganization, moratorium or similar laws relating to or affecting the enforcement of creditors’ 
rights generally and by equitable principles of general applicability, regardless of whether such enforceability is considered in 
a proceeding at equity or at law, and will be in the form contemplated by the Pricing Disclosure Package, the Prospectus, the 
Indenture and the Section 301 Officers’ Certificate, and will be entitled to the benefits of the Indenture. 

@) The Securities and the Indenture will conform in all material respects to the respective statements relating thereto 
contained in the Pricing Disclosure Package and the Prospectus and will be i ~ i  substantially the respective forms filed or 
incorporated by reference, on or prior to the Delivery Date, as exhibits to the Registration Statement. 

(q) The Company has all requisite corporate power and authority to execute, deliver and perform its obligations under this 
Agreement. This Agreement has been duly and validly authorized, executed and delivered by the Company. 

(r) Neither the Company nor any of its subsidiaries is in violation of its charter, bylaws or other organizational documents 
or in default in the performance or observance of any obligation, agreement, covenant or condition contained in any contract, 
indenture, mortgage, deed of trust, loan or credit agreement, note, lease or other agreement or instrument to which the 
Company or any of its subsidiaries is a party or by which it or any of them may be bound, or to which any of the property or 
assets of the Company or any subsidiary is subject (collectively, “ Agreements and Instruments ”) except for such defaults 
that would not result in a Material Adverse Effect; and the execution, delivery and performance of this Agreement, the 
Indenture, the Securities and any other agreement or instrument entered into or issued or to be entered into or issued by the 
Company in connection with the consummation of the transactions contemplated in each of the most recent Preliminary 
Prospectus and the Prospectus (including the issuance and sale of the Securities and the use of the proceeds from the sale of 
the Securities as described in each of the most recent Preliminary Prospectus and the Prospectus under the caption ‘“Use of 
Proceeds”) and compliance by the Company with its obligations hereunder and thereunder have been duly authorized by all 
necessary corporate or other action on the part of the Company and any of the subsidiaries and do not and will not, whether 
with or without the giving of notice or passage of time or both, conflict with or constitute a breach of, or default or 
Repayment Event (as defined below) under, or result in the creation or imposition of any lien, charge or 
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encumbrance upon any property or assets of the Company or any subsidiary pursuant to, the Agreements and Instruments 
(except for such conflicts, breaches or defaults or liens, charges, encumbrances or a Repayment Event that would not result in 
a Material Adverse Effect), nor will such action result in any violation of (i) the provisions of the charter, bylaws or other 
organizational documents of the Company or any subsidiary or (ii) any applicable law, statute, rule, regulation, judgment, 
order, writ or decree of any government, government instrumentality or court, domestic or foreign, having jurisdiction over 
the Company or any subsidiary or any oftheir assets, properties or operations except, with respect to (ii), as would not result 
in a Material Adverse Effect. As used herein, a “ Repayment Event ” means any event or condition which gives the holder 
of any note, debenture or other evidence of indebtedness (or any person acting on such holder’s behalf) the right, whether 
with or without giving of notice or passage of time or both, to require the repurchase, redemption or repayment of all or a 
portion of such indebtedness by the Company or any subsidiary. 

(s) No labor dispute with the employees of the Company or any of its subsidiaries exists or, to the knowledge of the 
Company, is imminent, and the Company is not aware of any existing or imminent labor disturbance by the employees of any 
of its or any subsidiary’s principal suppliers, manufacturers, customers or contractors, which, in either case, may reasonably 
be expected to result in a Material Adverse EEect. 

(t) There is no action, suit, proceeding, inquiry or investigation before OT brought by any court or governmental agency or 
body, domestic or foreign, now pending against, or, to the knowledge of the Company, threatened against or affecting the 
Company or any of its subsidiaries, which is required to be disclosed in the most recent Preliminary Prospectus (other than as 
disclosed therein), or which might reasonabIy be expected to result in a Material Adverse Effect, or which might reasonably 
be expected to affect the properties, assets or operations of the Company and its subsidiaries, except what does not result in a 
Material Adverse Effect, or the consummation of the transactions contemplated in this Agreement or the perfonnance by the 
Company and its subsidiaries of its obligations hereunder. 

(u) The Company and each of its Subsidiaries own or possess or have the right to use, or can acquire on reasonable terms, 
adequate patents, patent rights, licenses, inventions, copyrights, know-how (including trade secrets and other unpatented 
andlor unpatentable proprietary or confidential information, systems or procedures), trademarks, service marks, trade names 
or other intellectual property (collectively, ‘‘ Intellectual Property ”) necessary to carry on the business now operated by 
them the absence of which would have a Material Adverse Effect, and neither the Company nor any of its subsidiaries has 
received any notice or is otherwise aware of any idihgernent of or conflict with asserted rights of others with respect to any 
Intellectual Property or of any facts or circumstances which would render any Intellectual Property invalid or inadequate to 
protect the interest of the Company or any of its subsidiaries therein, and which infringement, conflict, invalidity or 
inadequacy would result in a Material Adverse Effect. 

(v) There have been issued and, at the Applicable Time and the Delivery Date, there shall be in full force and effect orders 
or authorizations of the regulatory authorities of the States of Colorado, Georgia, Illinois, Kentucky and Vjrginia, authorizing 
the issuance and sale of the Securities on terms herein set forth or contemplated, and no other filing with, or authorization, 
approval, consent, license, order, registration, qualification or decree of, any court or 
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govemeutal authority or agency is necessary or required for the performance by the Company of its obligations hereunder, 
in connection with the offering, issuance or sale of the Securities hereunder or the consummation of the transactions 
contemplated by this Agreement, including the due execution, delivery or perfomance of the Indenture and the issuance of 
the Securities by the Company, except such as have been already obtained or as may be required under the Securities Act or 
the Rules and Regulations or state securities or blue sky laws. 

(w) The Company and its subsidiaries possess such permits, licenses, approvals, consents, and other authorizations 
(collectively, " Governmental Licenses ") issued by the appropriate federal, state, local or foreign regulatory agencies or 
bodies necessary to conduct the business now operated by them, except where the failure to do so would not have a Material 
Adverse Effect; the Company and its subsidiaries are in compliance with the terms and conditions of all such Governmental 
Licenses, except where the failure so to comply would not, singly or in the aggregate, have a Material Adverse Effect; all of 
the Governmental Licenses are valid and in full force and effect, except when the invalidity of such Governmental Licenses 
or the failure of such Governmental Licenses to be in full force and effect would not have a Material Adverse Effect; and 
neither the company nor any of its subsidiaries has received any notice of proceedings relating to the revocation or 
modifiication of any such Govenuneutal Licenses which, singly or in the aggregate, would result in a Material Adverse 
Effect. 

the Registration Statement who have not properly waived such rights in connection with the securities registered pursuant to 
the Registration Statement and in connection with this offering of Securities. 

(y) The Company and its subsidiaries have good title to all real property owned by the Company and its subsidiaries and 
good title to all other properties owned by them, in each case, free and clear of all mortgages, pledges, liens, security 
interests, claims, restrictions or encumbrances of any kind except such as (a) are described in the most recent Preliminary 
Prospectus or (b) would not singly or in the aggregate have a Material Adverse Effect. All of the leases and subleases of the 
Company and its subsidiaries under which the Company or any of its subsidiaries holds properties described in the most 
recent Preliminary Prospectus are in full force and effect, except as would not result in a Material Adverse Effect. 

(2) ' f ie Company has not sold or issued any securities that would be integrated with the offering of the Securities 
contemplated by this Agreement pursuant to the Securities Act, the Rules and Regulations or the interpretations thereof by 
the Commission. 

(aa) The financial statements of the Company included or incorporated by reference in the Registration Statement, the 
most recent Preliminary Prospectus and the Prospectus, together with the related schedules and notes, present fairly in all 
material respects the financial position of the Company and its consolidated subsidiaries at the dates indicated and the 
statement of operations, stockholders' equity and cash flows of the Company and its consolidated subsidiaries for the periods 
specified; said fmancial statements have been prepared in conformity with generally accepted accounting principles (" 
GAAP ") applied on a consistent basis throughout the periods involved. The supporting schedules, if any, included in the 
Registration Statement and incorporated by refereuce in the most recent Preliminary Prospectus and the Prospectus with 

(x) There are no persous or entities with registration rights or other similar rights to have any securities registered under 
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respect to the Company, when considered in relation to the financial statements taken as a whole, present fairly, in all 
material respects in accordance with GAAP, the financial information set forth therein. The selected financial data and the 
summary financial information included or incorporated by reference in the most recent Preliminary Prospectus and the 
Prospectus present fairIy, in all material respects, the information shown therein and have been compiled on a basis consistent 
with that of the audited financial statements of the Company. 

(bb) Ernst & Young LLP, who have certified financial statements and supporting schedules of the Company and its 
consolidated subsidiaries, whose report is incorporated by reference in the most recent Preliminary Prospectus and in the 
Registration Statement, who have audited the Company’s internal control over financial reporting and who have delivered the 
iiiitiai letter referred to in Section 7(i) hereof, are registered independent public accountants as required by the Securities Act 
and the Rules and Regulations. 

(cc) The Company and each of its subsidiaries are not, and as of the applicable Delivery Date and upon the issuance and 
sale of the Securities and the application of the proceeds therefiom as described under ‘‘I Jse of Proceeds” in the most recent 
PreIiminary Prospectus and the Prospectus, none of them will be, (i) an “investment ~ompany’~ or an entity “controlled” by an 
“investment company” as such terms are defined in the Investment Company Act of 1940, as amended (the ‘‘ Investment 
Company Act ”) and the rules and regulations of the Commission thereunder or (ii) a “business development company” (as 
defmed in Section 2(a)(48) of the Investment Company Act). 

(dd) (i) Each “employee benefit plan” (withim the meaning of Section 3(3) of the Employee Retirement Security Act of 
1974, as amended (‘‘ ERISA ”)) for which the Company or my member of its “Controlled Group” (defined as any 
organization which is a member of a controlled goup of corporations within the meaning of Section 414@) or (c) of the 
Internal Revenue Code of 1986, as amended (the “ Code ”)) would have any liability (each a “ Plan ”) has been maintained 
in compliance in all respects with its terms and with the requirements of all applicable statutes, rules and regulations 
including ERISA and the Code except where failure to do so would not have a Material Adverse Effect; (ii) with respect to 
each Plan subject to Title TV of ERISA (a) no “reportable event” (within the meaning of Section 4043(c) of ERISA) has 
occurred or is reasonably expected to occur that would result in a Material Adverse Effect, (b) no “accumulated hnding 
deficiency” (within the meaning of Section 302 of ERISA or Section 412 of the Code), whether or not waived, has occurred 
or is reasonably expected to occur that would result in a Material Adverse Effect, (c) the fair market value of the assets under 
each Plan exceeds the actuarial present value of the benefits accrued under such Plan (determined based on those assumptions 
used to fund such Plan) except where failure to do so would not have a Material Adverse Effect, and (d) neither the Company 
nor any member of its C!on&olIed Group has incurred, or reasonably expects to incur, my liability under Title IV of ERISA 
(other than contributions to the Plan or premiums to the Pension Benefit Guaranty Corporation in the ordinary c o m e  and 
without default) in respect of a Plan (including a “multiemployer pian”, w i t h  the meaning of Section 400 1 (c)(3) of ERISA) 
that would result in a Material Adverse Effect; and (iii) each Plan that is intended to be qualified under Section 401(a) of the 
Code has received a favorable determination letter from the Internal Revenue Service as to its qualified status and nothing 
has occurred, whether by action or by failure to act, which would cause the loss of such qualification that would result in a 
Material Adverse Effect 
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(ee) The Company is in compliance, in all material respects, with the provisions of the Sarbanes-Oxley Act of 2002 to the 
extent currently applicable. 

(ff) The Company and each of its subsidiaries have filed all federal, state and local income and franchise tax returns 
required to be filed through the date hereof and have paid all taxes due thereon, except such as are being contested in good 
faith by appropriate proceedings or where the failure to do so would not have a Material Adverse Effect, and no lax 
deficiency has been determined adversely to the Company or any of its subsidiaries which has had, and the Company does 
not have any knowledge of any tax deficiency which would have, a Material Adverse Effect. 

(gg) The Company and its subsidiaries cany, or are covered by, insurance in such amounts and covering such risks as is 
adequate for the conduct of their respective businesses and the value of their respective properties, except where the failure to 
do so would not reasonably be expected to have a Material Adverse Effect. 

(hli) Except as would not result in a Material Adverse Effect, (A) neither the Company nor any of its subsidiaries is in 
violation of any federal, state, local or foreign statute, law, rule, regulation, ordinance, code, permit, policy or rule of 
common law or any judicial or administrative interpretation thereof, including any judicial or administrative order, consent, 
decree or judgment, relating to pollution or protection of human health, the environment (including, without limitation, 
ambient air, surface water, groundwater, land surface or subsurface strata) or wildlife, including, without limitation, laws and 
regulations relating to the release or threatened release of chemicals, pollutants, contaolinants, wastes, toxic substances, 
hazadous substances, petroleum or petroleum products (collectively, " Hazardous Materials ") or to the manufacture, 
processing, distribution, use, treatment, storage, disposal, transport or handling of Hazardous Materials (collectively, " 
Enviroumental Laws "), (B) the Company and its subsidiaries have all permits, authorizations and approvals required under 
any applicable Environmental Laws and are each in compliance with their requirements, (C)  there are no pending or, to the 
knowledge of the Company, threatened administrative, regulatory or judicial actions, suits, demands, demand letters, claims, 
liens, notices of noncompliance or violation, investigation or proceedings relating to any Environmental Law against the 
Company or aiy of its subsidiaries and @) there are no events or circumstances that might reasonably be expected to form 
the basis of an order for clean-up or remedjation, or an action, suit or proceeding by any private party or governmental body 
or agency, against or affecting the Company or any of its subsidiaries relatirig to Hazardous Materials or any Euvironmental 
Laws, except as disclosed in the Preliminary Prospectus. 

of the Exchange Act) that complies with the requirements of the Exchange Act and has been designed by the Company's 
principal executive officer and principal financial officer, or under their supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance 
with GILAP. The Company's internal control over financial reporting is effective and the Company is not aware of any 
material weaknesses in its internal control over financial reporting. Since the date of the latest audited financial statements 
included or incorporated by reference in the most recent Preliminary Prospectus, there has been no change in 

(ii) The Company maintains a system of internal control over financial reporting (as such term is defined in Rule 13a-l5(f) 
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the Company’s internal control over financial reporting that has materially affected, or is reasonably likely to materially 
affect, the Company’s internal control over financial reporting. The Company maintains disclosure controls and procedures 
(as such term is defined in Rule 13a-l5(e) of the Exchange Act) that comply with the requirements of the Exchange Act and 
such disclosure controls and procedures have been designed to provide reasonable assurance that material information 
relating to the Company and its subsidiaries that is required to be disclosed in the reports the Company files, furnishes, 
submits or otherwise provides to the Commission under the Exchange Act is made known to the Company’s principal 
executive officer and principal financial officer by others within those entities in such a manner as to allow timely decisions 
regarding the required disclosure; such disclosure controls and procedures are effective. 

(ii) The Company has not distributed and, prior to the later to occur of any Delivery Date and completion of the 
distribution of the Securities, will not distribute any offering material in connection with the offering and sale of the 
Securities other than any Preliminary Prospectus, the Prospectus, any Issuer Free Writing Prospectus to which the 
Representatives has consented in accordance with Section 1 (i) or S(a)(viii). 

Any certificate signed by any officer of the Company and delivered to the Representatives or counsel for the 
Undenvriters in connection with the offering of the Securities shall be deemed a representation and warranty by the 
Company, as to matters covered thereby on the date of such certificate, to each Underwriter. 

2. Purchase of the Securities by the Ilndeiwriters. On the basis of the representations and warranties contained in, and 
subject to the terms and conditions of, this Agreement, the Company agrees to sell $4SO,OOO,OOO aggregate principal amount 
of Securities to the several Underwriters, and each of the Underwriters, severally and not jointly, agrees to purchase from the 
Company, at a price set forth in Schedule V, the aggregate principal amount of Securities set forth opposite that 
ZJndenvriter’s name in Schedule I hereto, plus any additional principal amount of Securities that such Underwriter may 
become obligated to purchase pursuant to Section 9 of this Agreement. 

payment for all such Securities to be purchased on such Delivery Date as provided herein. 

Securities, the several Underwriters propose to offer the Securities for sale upon the terms and conditions to be set forth in the 
Prospectus. 

Securities by the several XJnderwriters shall be made at 1O:OO A.M., New York City time, on the third full business day 
following the date of this Agreement or at such other date or place as shall be determined by agreement between the 
Representatives and the Company. This date and time is referred to as the “ DeIivery Date .” Delivery of the Securities shall 
be made to the Representatives for the account of each Underwriter against payment by the several TJnderwriters through the 
Representatives of the 

The Company shall not be obligated to deliver any of the securities to be delivered on the Delivery Date, except upon 

3. OJging qfSecurities-by~h.e-Undeiwrjters . Upon authorization by the Representatives of the release of the 

4. Deliveyzj’and Payment-for the Securmes-. Delivery of the Securities by the Company and payment for the 
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respective aggregate purchase prices, as set forth in Section 2 hereof, of the Securities being sold by the Company to or upon 
the order of the Company by wire transfer in immediately available h d s  to the accounts specified by the Company. ‘Time 
shall be of the essence, and delivery at the time and place specified pursuant to this Agreement is a further condition of the 
obligation of each Underwriter hereunder. The Company shall deliver the Securities through the facilities of the Depository 
Trust Company (“ DTC ”) unless the Representatives shall otherwise instruct. 

The Securities to be purchased by the Underwriters shall be in such denominations ($1,000 or integral multiples 
thereof) and registered in such names as the Representatives may request in writing prior to the Delivery Date. The Securities 
will be made available in New York City for examination by the Underwriters not later than 1O:OO A.M., New York City 
time, on the last business day prior to the Delivery Date. 

’ 

5. Further Agreements of the Cornpaiiy and the Undejwriters . 
{a) The Company agrees: 

to Rule 424(b) under the Securities Act not later than the Commission’s close of business 00 the second business day 
following the execution and delivery of this Agreement; to make no further amendment or any supplement to the 
Registration Statement or the Prospectus prior to the last Delivery Date except as provided herein; to advise the 
Representatives, promptly after it receives notice thereof, of the time when any amendment or supplement to the 
Registration Statement or the Prospectus has been filed and to furnish the Representatives with copies thereof; to file 
promptly all reports and any definitive proxy or information statements required to be filed by the Company with the 
Commission pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act subsequent to the date of the Prospectus and 
for so long as tlie delivery of a prospectus is required in connection with the offering or sale of the Securities; to advise the 
Representatives, promptly after it receives notice thereof, of the issuance by the Commission of any stop order or of any 
order preventing or suspending the use of the Prospectus or any Issuer Free Writing Prospectus, of the suspension of the 
qualification of the Securities for offering or sale in any jurisdiction, of the initiation or threatening of any proceeding or 
examination for any such purpose, of any notice &om the Commission objecting to the use of the form of the Registration 
Statement or any post-effective amendment thereto or of any request by the Comniission for the amending or 
supplementing of the Registration Statement, the Prospectus or any Issuer Free Writing Prospectus or for additional 
information; an4 in the event of the issuance of any stop order or of any order preventing or suspending the use of the 
Prospectus or any Issuer Free Writing Prospectus or suspending any such qualification, to use promptIy its best efforts to 
obtain its withdrawal; 

(ii) To prepare a final term sheet (the ‘‘ Final Term Sheet ”) reflecting the final terns of the Securities as set forth in 
Exhibit B to this Agreement, in form and substance satisfactory to the Representatives, and shall file such Final Term 
Sheet as an Issuer Free Writing Prospectus pursuant to Rule 433 prior to the close of business two business days after the 
date hereof; provided that the Company shall furnish the 

(i) To prepare the Prospectus in a form reasonably approved by the Representatives and to file such Prospectus pursuant 
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Representatives with copies of any such Final Term Sheet a reasonable amount of time prior to such proposed %g and 
will not use or file any such document to which the Representatives or counsel to the tJndenvriters shall reasonably object. 

(iii) To pay the applicable Commission filing fees relating to the Securities within the time required by Rule 456(b)(l); 

(iv) To h i s h  promptly to counsel for the TJnderwriters a signed copy of the Registration Statement as originally filed 
with the Commission, and each amendment thereto filed with the Commission, including all consents and exhibits filed 
therewith; 

(v) To deliver promptly to the Representatives such number of the following documents as the Representatives shall 
reasonably request: (A) conformed copies of the Registration Statement as originally filed with the Commission and each 
amendment thereto (in each case excluding exhibits other than this Agreement and the computation of per share earnings), 
(B) each Preliminary Prospectus, the Prospectus and any amendment or supplement thereto, (C) any Issuer Free Writkg 
Prospectus and (D) any document incorporated by reference in any Preliminary Prospectus or the Prospectus; and, if the 
delivery of a prospectus is required at any time after the date hereof in connection with the ofliering or sale of the Securities 
or any other securities relating thereto and if at such time any events shall have occurred as a result of which the 
Prospectus as then amended or supplemented would include an untrue statement of a material fact or omit to state any 
material fact necessary in order to make the statements therein, in the light of the circumstances under which they were 
made when such Prospectus is delivered, not misleading, or, if for any other reason it shall be necessary to amend or 
supplement the Prospectus or to file under the Exchange Act any document incorporated by reference in the Prospectus in 
order to comply with the Securities Act or the Exchange Act, to notify the Representatives and, upon the Representatives' 
request, to file such document and to prepare and furnish without charge to each Underwriter and to any dealer in 
securities as many copies as the Representatives may fkom time to time reasonably request of an amended or supplemented 
Prospectus that will correct such statement or omission or effect such compliance; 

(vi) To file promptly with the Commission any amendment or supplement to the Registration Statement or the 
Prospectus that may, in the judgment of the Company or the Representatives, be required by the Securities Act or 
requested by the Commission; 

(vii) Prior to filing with the Commission any amendment or supplement to the Registration Statement or the Prospectus, 
any document incorporated by reference in the Prospectus or any amendment to any document incorporated by reference 
in the Prospectus, to M s h  a copy thereof to the Representatives and counsel for the Underwriters and obtain the consent 
(not to be unreasonably withheld) of the Representatives to the filing; 
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(viii) Not to make any offer relating to the Securities that would constitute an Issuer Free Writing Prospectus without 

(ix) To retain in accordance with the Rules and Regulations all Issuer Free Writing Prospectuses not required to be filed 

the prior written consent of the Representatives. 

pursuant to the Rules and Regulations and to comply with any W i g  requirements applicable to all Issuer Free Writing 
Prospectuses pursuant to the Securities Act and the Rules and Regulations; and if at any time after the date hereof any 
events shall have occurred as a result of which any Issuer Free Writing Prospectus, as then amended or supplemented, 
would conflict with the information in the Registration Statement, the most recent Preliminary Prospectus or the 
Prospectus or would include an untrue statement of a material fact or omit to state any material fact necessary in order to 
make the statements therein, in the light of the circumstances under which they were made, not misleading, or, if for any 
other reason it shall be necessary to amend or supplement any Issuer Free Writing Prospectus, to notie the Representatives 
and, upon the Representatives’ request, to file such document and to prepare and furnish without charge to each 
Underwriter as many copies as the Representatives may from time to time reasonably request of an amended or 
supplemented Issuer Free Writing Prospectus that will correct such conflict, statement or omission or effect such 
compliance; 

Company and its subsidiaries (which need not be audited) complying with Section 1 l(a) of the Securities Act and the 
Rules and Regulations; 

(xi) Promptly from time to time to fake such action to qualify the Securities for offering and sale under the securities 
laws of such jurisdictions as the Representatives may reasonably request and to comply with such laws so as to permit the 
continuance of sales and dealings therein in such jurisdictions for as long as may be necessary to complete the distribution 
of the Securities; provided that in connection therewith the Company shall not be required to (i) qualify as a foreign 
corporation in any jurisdiction in which it wouId not otherwise be required to so qualify, (ii) take any action that would 
subject it to service o f  process in any such jurisdiction or (iii) subject itself to taxation in any jurisdiction in which it would 
not otherwise be subject; 

Representatives, the Company agrees not to directly or indirectly, issue, sell, offer or contract to sell, grant any option for 
the sale of, or otherwise Wansfer or dispose of, any debt securities issued or guaranteed by the Company other than 
commercial paper backstopped by the Company’s existing credit agreement; 

Disclosure Package and to take all actions required under the indenture dated as of  May 22,2001 (the “ Senior Notes 
Indenture ”), between the Company and SunTrust Bank, to redeem 100% of the Senior Notes due 2009 

(x) As soon as practicable, to make generally available to the Company’s security holders an earnings statement of the 

(xii) During the period from the date hereof to the Delivery Date, without the prior written consent of the 

(xiij) To apply the net proceeds from the sale of the Securities being sold by the Company as set forth in the Pricing 
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of the Company (the “ Senior Notes ”), including delivery by the Company to the Senior Notes Trustee reasonably 
promptly following the Delivery Date of an irrevocable notice of redemption of 100% of the Senior Notes pursuant to the 
terms and requirements of the Senior Notes Indenture setting as the date of redemption of the Senior Notes a date that is at 
least 30 days after the date of such notice. 

(xiv) To take all reasonable action necessary to enable Standard & Poor’s Rating Services, a division of McGraw Hill, 
Inc. (“ S&P ”), Moody’s Investors Service Inc. (“ Moody’s ”) and Fitch IBCA, Inc. (“ Fitch ”) to provide their respective 
credit ratings of the Securities. 

(xv) To cooperate with the Underwriters and use its best efforts to permit the Securities to be eligible for clearance and 
settlement through the facilities of DTC. 

(xvi) The Company shall deposit with the Trustee or the Payment Agent (as such term is defined in the Indenture) such 
funds that are sufficient to redeem all Senior Notes that are outstanding in the manner provided in the Senior Notes 
Indenture within the time periods required by the Senior Notes Indenture. 

(b) Each TJnderwriter severally agrees that such TJnderwriter shall not include any “issuer information” (as defined in 
Rule 433) in any ‘‘fiee writing prospectus” (as defined in Rule 405) used or referred to by such TJndenvriter without the 
prior consent of the Company (any such issuer information with respect to whose use the Company has given its consent, ‘‘ 
Permitted Issuer Information ”);providedthat “issuer information,” as used in this Section S@), shall not be deemed to 
include information prepared by or on behalf of such TJndenvriter on the basis of or derived from issuer infomation, 
provided, however, that prior to the preparation of the Final Term Sheet in accordance witli Section S(a)(ii), the 
llndenvriters are authorized to use the infomation with respect to the final terms of the Securities in communications 
conveying information relating to the offering to investors. 

6. Expenses. The Company agrees, whether OT not the transactions contemplated by this Agreement are consummated 
or this Agreement is terminated, to pay all costs, expenses, fees and taxes incident to and in connection with (a) the 
preparation, authorization, issuance, sale and delivery of the Securities and any stamp duties or other taxes payable in that 
connection; (b) the preparation, printing and fiIing under the Securities Act of the Registration Statement (including any 
exhibits thereto), any Preliminary Prospectus, the Prospectus, any Issuer Free Writing Prospectus and any amendment or 
supplement thereto; (c) the distribution of the Registration Statement (including any exhibits thereto), any Preliminary 
Prospectus, the Prospectus, any Issuer Free Writing Prospectus and any amendment or supplement thereto, or any document 
incorporated by reference therein, all as provided in this Agreement; (d) the production and distribution of this Agreement, 
the Indenture, the Securities, any supplemental agreement among Underwriters, and any other related documents in 
connection with the offering, purchase, sale and delivery of the Securities; (e) the qualification of the Securities under the 
securities laws of the several jurisdictions as provided in Section 5(a)(xi) and the preparation, printing and distribution of a 
Blue Sky Memorandum (including related 
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reasonable fees and expenses of counsel to the Underwriters); (f) the investor presentations on any "road show" undertaken in 
connection with the marketing of the Securities, including, without limitation, expenses associated with any electronic 
roadshow, travel and lodging expenses of the representatives and officers of the Company and the cost of any aircraft 
chartered; (g) any fees payable in connection with the rating of the Securities; (h) the reasonable fees and expenses of the 
Trustee, including the fees and disbursements of counsel for the Trustee, in connection with the Indenture and the Securities 
and (h) all other costs and expenses incident to the performance of the obligations of the Company; provided that, except as 
provided in this Section 6 and Section 11, the Underwriters shall pay their own costs and expenses, including the costs and 
expenses of their counsel, any transfer taxes on the Securities which they may sell and the expenses of advertising any 
offering of the Securities made by the Underwriters. 

the accuracy, when made and on each Delivery Date, of the representations and warranties of the Company contained herein, 
to the performance by the Company of its obligations hereunder, and to each of the following additional terms and 
conditions: 

(a) The Prospectus shall have been timely filed with the Commission in accordance with Section 93); the Company shall 
have complied with all filing requirements applicable to any Issuer Free Writing Prospectus, including the Final Term Sheet 
and any Issuer Free Writing Prospectus used or referred to aRer the date hereof; no stop order suspending the effectiveness of 
the Registration Statement or preventing or suspending the use of the Prospectus or any Issuer Free Writing Prospectus shall 
have been issued and no proceeding or examination for such purpose shall have been initiated or, to tlie knowledge of the 
Company, threatened by the Commission; any request of the Commission for inclusion of additional information in the 
Re@stration Statement or the Prospectus or otherwise shall have been cornplied with, and the Commission shall not have 
notified the Company of any objection to the use of the form of the Registration Statement. 

(b) Gibson, Dunn & Crutcher LLP, as counsel to the Company, shall have furnished to the Representatives its written 
opinion and letter, addressed to the Underwriters and dated such Delivery Date, in form and substance reasonably satisfactory 
to the Representatives, substantially to the effect set forth in Exhibit B-1 . 

(c) Hunton & Williams LLP, as Virginia counsel to the Company, shall have furnished to the Representatives its written 
opinion, addressed to the Underwriters and dated such Delivery Date, in form and substance reasonably satisfactory to the 
Representatives, substantially to the effect set ford in Exhibit B-2 

and letter, addressed to the Underwriters and dated such Delivery Date, in form and substance reasonably satisfactory to the 
Representatives, substantially to the effect set forth in Exhibit B-3 . 

7 .  Conditions of Underwriters' Obligations . The respective obligations of the Underwriters hereunder are subject to 

(d) Louis P. Gregory, as General Counsel to the Company, shalt have furnished to the Representatives his written opinion 
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(e) The Trustee shall have received opinion letters, dated such Delivery Date, fkom Gibson, Dunn & Crutcher L d B  and 

(f) The Representatives shall have received fi”om Sheannan & Sterling IdP,  counsel for the IJndenvriters, such opinion or 

(g) At the time of execution of this Agreement, the Representatives shall have received from Emst & Young LLP a letter, 

Hunton & Williams LAP, as the Trustee may reasonably require. 

opinions, dated such Delivery Date, as the IJnderwiters may reasonably require. 

in form and substance satisfactory to the Representatives, addressed to the Underwriters and dated the date hereof 
(i) confming that they are independent public accountants within the meaning of the Securities Act and are in compliance 
with the applicable requirements relating to the qualification of accountants under Rule 2-01 of Kegulation S-X of the 
Commission, and (ii) stating, as of the date hereof (or, with respect to matters involving changes or developments since the 
respective dates as of which specified financial information is given in the most recent Preliminary Prospectus, as of a date 
not more than three days prior to the date hereof), the conclusions and findings of such fm with respect to the financial 
information and other matters ordinarily covered by accountants’ “comfort letters” to underwriters in connection with 
registered public offerings. 

(h) With respect to the letter of Emst & Young LLP referred to in the preceding paragraph and delivered to the 
Representatives concurrently with the execution of this Agreement (the “ initial letter ”), the Company shall have furnished 
to the Representatives a letter (the “ bring-down letter ”) of such accountants, addressed to the Underwriters and dated such 
Delivery Date (i) confiiing that they are independent public accountants within the meaning of the Securities Act and are in 
compliance with the applicable requirements relating to the qualification of accountants under Rule 2-01 of Regulation S-X 
of the Commission, (ii) stating, as of the date of the bring-down letter (or, with respect to matters involving changes or 
developments since the respective dates as of which specified financial information is given in the Prospectus, as of a date 
not mote than three days prior to the date of the bring-down letter), the conclusions and findings of such firm with respect to 
the financial information and other matters covered by the initial letter and (iii) confirming in all  material respects the 
conclusions and findings set forth in the initial letter. 

Officer or its Chief Financial Officer stating that: 
(i) The Company shall have furnished to the Representatives a certificate, dated such Delivery Date, of its Chief Executive 

(i) The representations, warranties and agreements of the Company in Section 1 ate true and correct on and as of such 
Delivery Date, and the Company has complied with all its agreements contained herein and satisfied all the conditions 
on its part to be performed or satisfied hereunder at or prior to such Delivery Date; 

(ii) No stop order suspending the effectiveness of the Registration Statement has been issued; no proceedings or 
examination for that purpose have been instituted or, to the knowledge of such officers, threatened; and the 
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Commission has not notified the Company of any objection to the use of the form of the Registration Statement or any 
post-effective amendment thereto; and 

(iii) There has been no material adverse change, or a development known to the Company involving a prospective 
material adverse change, in the condition, financial or otherwise, or in the eamings, business affairs or business 
prospects of the Company and its subsidiaries considered as one enterprise, whether or not arising in the ordinary course 
of business. 

(j) There has not been any change, or any development known to the Cornpany involving a prospective change, in the 
condition, financial or otherwise, or in the eamings, business affairs or business prospects of the Company and its 
subsidiaries considered as one enterprise, whether or not arising in the ordinary course of business, the effect of which is, in 
the judgment of the Representatives, so material and adverse as to make it impracticable or inadvisable to proceed with the 
public offering or the delivery of the Securities being delivered on such Delivery Date on the terms and in the Inanner 
contemplated in the Prospectus; at the DeIivery Date, the Securities shall be rated at least “Baa3” by Moody’s, “BBB-t-” by 
S&P and “BBB+” by Fitch, and subsequent to the execution and delivery of this Agreement (i) no downgrading shall have 
occurred in the rating accorded the Company’s debt securities by any “nationally recognized statistical rating 
organizationyy (as that term is defined by the Commission for purposes of Rule 436(g)(2) of the Rules and Regulations) and 
(ii) no such organization shall have publicly announced that it has placed the Company under surveillance or review, with 
possible negative implications, for its rating of any of the Company’s debt securities. 

(k) Subsequent to the execution and delivery of this Agreement there shall not have occurred any of the following: 
(i) trading in securities generally on the New York Stock Exchange or the American Stock Exchange or in the over-the- 
counter market, or trading in any securities of the Company on any exchange or in the over-the-counter market, shall have 
been suspended or materially limited or the settlement of such trading generally shall have been materially disrupted or 
min imu  prices shall have been established on any such exchange or such market by the Commission, by such exchange or 
by any other regulatory body or governmental authority having jurisdiction, (ii) a banking moratorium shall have been 
declared by federal or New York, Texas or Virginia authorities, (iii) the United States shall have become engaged in 
hostilities, there shall have been an escalation in hostilities involving the United States or there shall have been a declaration 
of a national emergency or war by the United States or (iv) there shall have occurred such a material adverse change in 
general economic, political or financial conditions, including, without limitation, as a result of terrorist activities after the 
date hereof (or the effect of international conditions on the financial markets in the United States shall be such), in each case, 
as to make it, in the judgment of the Representatives, impracticable or inadvisable to proceed with the public offering or 
delivery of the Securities being delivered on such Delivery Date on the terms and in the manner contemplated in the 
Prospectus. 

Counsel for the Underwriters shall have been furnished with such documents and opinions as they may reasonably 
require for the purpose of enabling them to pass upon the issuance and sale of the Securities as herein contemplated, or in 
order to evidence the accuracy of any of the representations or warranties, or the fulfillment of any of the conditions, herein 
contained; and all proceedings taken by the Company in connection with the issuance and sale of 
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the Securities as herein contemplated shall be reasonably satisfactory in form and substance to the Representatives and 
counsel for the IJnderwriters. 

in compliance with the provisions hereof only if they are in form and substance reasonably satisfactory to counsel for the 
1Jnderwriters. 

8. Indemnijkation and Contribution. (a) The Company shall indemnify and hold harmless each Underwriter, its 
directors, officers and employees and each person, if any, who controls any Underwriter within the meaning of Section 15 of 
the Securities Act or Section 20 of the Exchange Act, from and against any loss, claim, damage or liability, joint or several, 
or any action in respect thereof (including, but not limited to, any loss, claim, damage, liability or action relating to purchases 
and sales of Securities), to which that Underwriter, director, officer, employee or controlling person may become subject, 
under the Securities Act or otherwise, insofar as such loss, claim, damage, liability or action arises out of, or is based upon, 
(i) any untrue statement or alleged untrue statement of a material fact contained in (A) any Preliminary Prospectus, the 
Registration Statement, the Prospectus or in any amendment or supplement thereto, (B) any Issuer Free Writing Prospectus or 
in any amendment or supplement thereto or (C) any Permitted Issuer Information used or referred to in any “6ee writing 
prospectus” (as defined in Rule 405) permitted by Section 5(b) hereof used or referred to by any Underwriter or (D) any 
“road show” (as defined in Rule 433) not constituting an Issuer Free Writing Prospectus (a “ Non-Prospectus Road Show ”) 
or (ii) the omission or alleged omission to state in any Preliminary Prospectus, the Registration Statement, the Prospectus, 
any Issuer Free Writing Prospectus or in any amendment or supplement thereto or in any Permitted Issuer Information or any 
Non-Prospectus Road Show, any material fact required to be stated therein or necessary to make the statements therein not 
misleading, and shall reimburse each Undenvn’ter and each such director, officer, employee or controlling person promptly 
upon demand for any legal or other expenses reasonably incurred by that TJnderwriter, director, officer, employee or 
controlling person in connection with investigating or defending or preparing to defend against any such loss, claim, damage, 
liability or action as such expenses are incurred; provided, however , that the Company shall not be liable in any such case to 
the extent that any such loss, claim, damage, liability or action arises out of, or is based upon, any untrue statement or alleged 
untrue statement or omission or alleged omission made in any Preliminary Prospectus, the Registration Statement, the 
Prospectus, any Issuer Free Writing Prospectus or in any such amendment or supplement thereto or in any Permitted Issuer 
Information or any Non-Prospectus Road Show, in reliance upon and in conformity with written information concerning such 
Underwriter furnished to the Company through the Representatives by or on behalf of any IJnderwriter specifically for 
inclusion therein, which information consists solely of the information specified in Section 8(e). The foregoing indemnity 
agreement is in addition to any liability which the Company may otherwise have to any TJndenvriter or to any director, 
officer, employee or controlling person ofthat Underwriter. 

employees, and each person, if any, who controls the Company within the meaning of Section 15 of the Securities Act or 
Section 20 of the Exchange Act, from and against any loss, claim, damage, liability or expense (including reasonable 
attorney’s fees and expenses relating to investigating or defending or preparing to defend), joint 

All opinions, letters, evidence and certificates mentioned above or elsewhere in this Agreement shall be deemed to be 

(b) Each Underwriter, severally and not jointly, shall indemnify and hold harmless the Company, its directors, officers and 

19 

http://www.investquest.conl/iq/a/ato/fin/8k/ata8k032509.htm 9/17/2009 

http://www.investquest.conl/iq/a/ato/fin/8k/ata8k032509.htm


A’I’MOS ENERGY COW. Page 23 of 56 

or several, or any action in respect thereof, to which the Company, or any such director, officer, employee or controlling 
person may become subject, under the Securities Act or otherwise, insofar as such loss, claim, damage, liability or action 
arises out of, or is based upon, (i) any untrue statement or alleged untrue statement of a material fact contained in any 
Preliminary Prospectus, the Registration Statement, the Prospectus, any Issuer Free Writing Prospectus or in any amendment 
or supplement thereto or in any Non-Prospectus Road Show, or (ii) the omission or alleged omission to state in any 
Preliminary Prospectus, the Registration Statement, the Prospectus, any Issuer Free Writing Prospectus or in any amendment 
or supplement thereto or in any Non-Prospectus Road Show, any material fact required to be stated therein or necessary to 
make the statements therein not misleading, but in each case only to the extent that the untrue statement or alleged untrue 
statement or omission or alleged omission was made in reliance upon and in conformity with written information concerning 
such Underwriter furnished to the Company through the Representatives by or on behalf of that Underwriter specifically for 
inclusion therein, which information is limited to the information set forth in Section S(e). The foregoing indemnity 
agreement is in addition to any liability tbat any Underwriter may otherwise have to the Company, or any such director, 
officer, employee or controlling person. 

(c) Promptly after receipt by an indemnified party under this Section 8 of notice of any claim or the commencement of any 
action, the indemnified party shall, if a claim in respect thereof is to be made against the indernnifyiiug party under this 
Section 8, notify the indemnifying party in writing of the claim or the cornmencement of that action; provided , however , that 
the failure to notify the indemnifying party shall not relieve it fiom any liability which it may have under this Section 8 
except to the extent it has been rnateridly prejudiced by such failure and, provided , further , that the failure to notify the 
indemnifying party shall not relieve it from any liability which it may have to an indemnified party otherwise than under this 
Section 8. If any such claim or action shall be brouglit against an inde&ied party, and it shall notify the indemnifying party 
thereof, the indemnrrjring party shall be entitled to participate therein and, to the extent that it wishes, jointly with any other 
similarly notified indemnifying party, to assume the defense thereof with counsel reasonably satisfactory to the indemnified 
party. After notice from the indemnifying party to the indemnified party of its election to assume the defense of such claim or 
action, the indemnifying party shall not be liable to the indemnified party under this Section 8 for any legal or other expenses 
subsequently incurred by the indemnified party in connection with the defense thereof other than reasonable costs of 
investigation; provided lzowever , that the indemnified party shaIl have the right to employ such other counsel as the 
indemnified party may deem necessary, and the indemnifiying party shall bear the reasonable legal or other expenses of such 
other counsel if (i) the indemnifling party shall have agreed; (ii) the indemnifying party has failed within a reasonable time to 
assume the defense of and retain counsel reasonably satisfactory to the indemnified party; or (iii) the named parties in any 
such proceeding (including any impleaded parties) include both the indemnified party and the indemnifying party, and 
representation of both sets of parties by the same counsel would be inappropriate due to actual or potential differing interests 
between them; provided further , however, that the indemnifying party shall not, in connection with any one such claim or 
action or separate but substantially similar or related clairns or actions in the same jurisdiction, arising out of the same 
general allegations or circumstances, be liable for the legal or other expenses of more than one separate firm of attorneys (in 
addition to local counsel) for all of the indemnified parties, which fm shall be designated in writing by the Company or the 
Representatives, as applicable, and that all such legal or other expenses shall be reimbursed as 

20 

h~p://~~.inve~fquest.com/iy/a/ato/fir~8Ic/ato8 k03 2509, htm 9/17/2009 



ATMOS ENERGY COW. Page 24 of 56 

they are incurred. No indemrufying party shall (i) without the prior written consent of the indemnified parties (which consent 
shall not be u~~reasonably withheld), settle or compromise or consent to the entry of any judgment with respect to any 
pending or threatened claim, action, suit or proceeding in respect of which indemnification or contribution may be sought 
hereunder (whether or not the indemnified parties are actual or potential parties to such claim or action) unless such 
settlement, compromise or consent includes an unconditional release of each indemnified party from all liability arising out 
of sucli claim, action, suit or proceeding, provided that such unconditional release may be subject to parallel release by a 
claimant or plaintiff of such indemnified party, and does not include any findings of fact or admissions of fault or culpability 
as to the indemnified party, or (ii) be liable for any settlement of any such action effected without its written consent, but if 
settled with the consent of the indemnifying party or if there be a final judgment for the plaintiff in any such action, the 
indenm3jing party agrees to indemnify and hold harmless any indemnified party from and against any loss or liability by 
reason of such settlement or judgment. 

(d) If the indemnification provided for in this Section 8 shall for any reason be unavailable to or insufficient to hold 
harmless an indemnified party under Section S(a), 8(b), 8(c) in respect of any loss, claim, damage or liability, or any action in 
respect thereof, referred to therein, then each indemnifying party shall, in lieu of indemnifying such indemnified party, 
contribute to the amount paid or payable by such indemnified party as a result of such loss, claim, damage or liability, or 
action jn respect thereof, (i) in such proportion as shall be appropriate to reflect the relative benefits received by the 
Company, on the one hand, and the IJndenvriters, on the other, from the offering of the Securities or (ii) if the allocation 
provided by clause (i) above is not permitted by applicable law, in such proportion as is appropriate to reflect not only the 
relative benefits referred to in clause (i) above but also the relative fault of the Company, on the one hand, and the 
T Jndenvriters, on the other, with respect to the statements or omissions that resulted in such loss, claim, damage or liability, 
or action in respect thereof, as well as any other relevant equitable considerations. The relative benefits received by the 
Company, on the one hand, and the TJndenvriters, on the other, with respect to such offering shall be deemed to be in the 
same proportion as the total net proceeds fiom the offering of the Securities purchased under this Agreement (before 
deducting expenses) received by the Company, as set forth in the table on the cover page of the Prospectus, on the one hand, 
and the total underwriting discounts and commissions received by the Underwriters with respect to the aggregate principal 
amount of Securities purchased under this Agreement, as set fortb in the table on the cover page of the Prospectus, on the 
other hand. The relative fault shall be determined by reference to whether the untrue or alleged untrue statement of a material 
fact or omission or alleged omission to state a material fact relates to information supplied by the Company or the 
I Jndenvriters, the intent of the parties and their relative knowledge, access to information and opportunity to correct or 
prevent such statement or omission. The Company and the Underwriters agree that it wouId not be just and equitable if 
contributions pursuant to this Section 8(d) were to be determined by pro rata allocation (even if the Underwriters were treated 
as one entity for such purpose) or by any other method of allocation that does not take into account the equitable 
considerations referred to herein. The amount paid or payable by an indemnified party as a result of the ioss, claim, damage 
or liability, or action in respect thereof, referred to above in this Section 8(d) shall be deemed to include, for purposes of this 
Section 8(d), any legal or other expenses reasonably incurred by such indemnified pariy in connection with investigating or 
defending any such action. Notwithstanding the provisions of this Section 
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8(d), no Underwriter shall be required to contribute any amount in excess of the amount by which the net proceeds from the 
sale of the Securities underwritten by it exceeds the amount of any damages that such Underwriter has otherwise paid or 
become liable to pay by reason of any untrue or alleged untrue statement or omission or alleged oznission. No person guilty 
of fraudulent misrepresentation (within the meaning of Section 110 of the Securities Act) shall be entitled to contribution 
from any person who was not guilty of such huduIent misrepresentation. The Underwriters’ obligations to contribute as 
provided in this Section 8(d) are several in proportion to their respective underwriting obligations and not joint. 

concession and reallowance figures and the paragraph dating to stabilization by the Underwriters appearing under the 
caption “Underwriting” in the most recent Preliminary Prospectus and the Prospectus constitute the only information 
conceming such Underwriters furnished in writing to the Company by or on behalf of the Underwriters specifically for 
inclusion in any Preliminary Prospectus, the Registration Statement, the Prospectus, any Issuer Free Writing Prospectus or in 
any amendment or supplement thereto or in any Non-Prospectus Road Show. 

(e) The Underwriters severally confirm and the Company acknowledges and agrees that the statements regarding the 
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9. Defaulting Underwriters . If, on any Delivery Date, any IJnderwriter shall fail or refuse to purchase the principal 
amount of Securities agreed to be purchased by such Underwriter hereunder, the remaining non-defaulting lJnderwriters shall 
be obligated to purchase the principal amount of Securities that the defaulting IJndenvriter agreed but failed to purchase on 
such Delivery Date in the respective proportions which the principal amount of Securities set forth opposite the name of each 
remaining non-defaulting Underwriter in Schedule I hereto bears to the aggregate principal amount of securities set forth 
opposite the names of all the remaining non-defaulting Underwriters in Schedule I hereto; provided, howwer , that the 
remaining non-defaulting Underwriters shall not be obligated to purchase any of the Securities on such Delivery Date if the 
aggregate principal amount of Securities that the defaulting Underwriter or Underwriters agreed but failed to purchase on 
such date exceeds 9.09% of the aggregate principal amount of Securities to be purchased on such Delivery Date, and any 
remaining non-defaulting IJndem*ter shall not be obligated to purchase more than I 10% of the principal amount of 
Securities that it agreed to purchase on such Delivery Date pursuant to the terms of Section 2. If the foregoing maximums are 
exceeded, the remaining non-defaulting Underwriters, or those other underwriters satisfactory to the Representatives who so 
agree, shall have the right, but shall not be obligated, to purchase, in such proportion as may be agreed upon among them, all 
the Securities to be purchased on such Delivery Date. lfthe remaining Undem-ters or other underwriters satisfactojr to the 
Representatives do not elect to purchase the Securities that the defaulting TJndenvriter or LJnderwriters agreed but failed to 
purchase on such Delivery Date, this Agreement shall terminate without liability on the part of any non-defaulting 
Underwriter or the Company, except that the Company will continue to be liable for tbe payment of expenses to the extent set 
forth in, and subject to the terms of, Sections 6 and 1 1. As used in this Agreement, the term “Underwriter” includes, for all 
purposes of this Agreement unless the context requires otherwise, any party not listed in Schedule I hereto that, pursuant to 
this Section 9, purchases Securities that a defaulting ‘IJnderwriter agreed but failed to purchase. 

Nothing contained herein shall relieve a defaulting Underwriter of any liability it may have to the Company for 
damages caused by its default. If other Underwriters are obligated or agree to purchase the Securities of a defaulting or 
withdrawing LJndemriter, either the Representatives or the Company may postpone the Delivery Date for up to seven full 
business days in order to effect any changes that in the opinion of counsel for the Company or counsel for the IJnderwriters 
may be necessary in the Registration Statement, the Prospectus or in any other document or arrangement. 

10. Termination. The obligations of the LJnderwriters hereunder may be terminated by the Representatives by notice 
given to and received by the Company prior to delivery of and payment for the Securities if, prior to that time, any of the 
events described in Sections 7(j) and 7&) shall have occurred. 

Underwriters by reason of any failure, refusal or inability on the part of the Company to perform any agreement on its part to 
be performed, or because any other condition to the Underwriters’ obligations hereunder required to be fulfilled by the 
Company is not fulfilled for any reason the Company will reimburse the 1Jnderwriters for all reasonable out-of-pocket 
expenses (including reasonable fees and disbursements of counsel) 

11. Reimbursement of Underwriters ’ Ekpenses. If the Company shall fail to tender the Securities for delivery to the 
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incurred by the Underwriters in connection with this Agreement and the proposed purchase of the Securities, and upon 
demand the Company shall pay the full amount thereof to the Representatives. 

12. Research Analyst Independence. The Company acknowledges that the Underwriters’ research analysts and 
research departtnents are required to be independent from their respective investment banking divisions and are subject to 
certain regulations and internal policies, and that such Underwriters’ research analysts may hold views and make statements 
or investment recommendations and/or publish research reports with respect to the Company and/or the offering that differ 
from the views of their respective investment banking divisions. The Company hereby waives and releases, to the fullest 
extent permitted by law, any claims that the Company may have against the Underwriters with respect to any conflict of 
interest that may arise from the fact that the views expressed by their independent research analysts and research departments 
may be different from or inconsistent with the views or advice communicated to the Company by such Underwriters’ 
investment banking divisions. The Company acknowledges that each of the Underwriters is a full service securities f m  and 
as such from time to time, subject to applicable securities laws, may effect transactions for its own account or the account of 
its customers and hold long or short positions in debt or equity securities of the companies that may be the subject of the 
transactions contemplated by this Agreement 

13. No Fiduciary Duty . The Company acknowledges and agrees that in connection with this offering, sale of the 
Securities or any other services the Undem-ters may be deemed to be providing hereunder, notwithstanding any preexisting 
relationship, advisory or otherwise, between the parties or any oral representations or assurances previously or subsequently 
made by the Underwriters: (i) no fiduciary or agency relationships between the Company and any other person, on the one 
hand, and the Underwriters, on the other, exist; (ii) the Underwriters are not acting as advisors, expert or otherwise, to the 
Company, including, without limitation, with respect to the determination of the public offering pIice of the Securities, and 
such relationship between the Company on the one hand, and the Underwriters, on the other, is entirely and solely 
commercial, based on anns-length negotiations; (iii) any duties and obligations that the Underwriters may have to the 
Company shall be limited to those duties and obligations specifically stated herein; and (iv) the Underwriters and their 
respective affiliates may have interests that dif€er from those of the Company. The Company hereby waives any claims that 
the Company may have against the Underwriters with respect to any breach of fiduciary duty in connection with this offering. 

14. Nofices, Etc . All statements, requests, notices and agreements hereunder shall be in writing, and: 

America Securities LLC, One Bryant Park, NY1-100-18-03, New York, New York 10036, Attention: High Grade 
Transaction Managementnegal (Fax: 646-855-5958). 

(a) if to the Underwriters, shaIl be delivered or sent by mail or facsimile transmission to the Representatives at Banc of 
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(b) if to the Company, shall be delivered or sent by mail or facsimile transmission to the address of the Company set forth 
in the Registration Statement, Attention: Louis P. Gregory (Fax: 972-855-3080). 

Any such statements, requests, notices or agreements shall take effect at the time of receipt thereof. The Company shall be 
entitled to act and rely upon any request, consent, notice or agreement given or made on behalf of the Underwriters by the 
Representatives. 

15. Persons Entitled to Beneft ofAgreement . Tlus Agreement shall inure to the benefit of and be binding upon the 
Underwriters, the Company, any controlling person referred to herein, the other indemnitees referred to herein and their 
respective successors and assigns, all as and to the extent provided in this Agreement, and no other person shall acquire or 
have any legal or equitable right, remedy or claim under or in respect of this Agreement or any provision contained herein. 
The term ‘csuccessors and assig~1s” shall not include a purchaser of Securities &om any Underwriter merely because of such 
purchase. 

16. Suivival. The respective indemnities, representations, warranties and agreements of the Company and the 
Underwriters contained in this Agreement or made by or on behalf of them, respectively, pursuant to this Agreement, shall 
survive the delivery of and payment for the Securities and shall remain in fkll force and effect, regardless of any investigation 
made by or on behalf of any of them or any person controlling any of them. 

Tuesday, Wednesday, Thursday or Friday that is not a day on which banking institutions in New York are generally 
authorized or obligated by law or executive order to close. 

New York. 

counterpart, the executed counterparts shall each be deemed to be an original but all such counterparts shall together 
constitute one and the same instrument. 

20 . Headings. The headings herein are inserted for convenience of reference only and are not intended to be part of, or 
to affect the meaning or interpretation of, this Agreement. 

21 I Patriot Act. In accordance with the requirements of the USA Patriot Act (Title 111 of Pub. L. 107-56 (signed into 
law October 26,2001)), the Underwriters are required to obtain, verify and record information that identifies their respective 
clients, including the Company, which information may include the name and address of their respective clients, as well as 
other information that will allow the Underwriters to properly identify their respective clients. 

17. DeJiniiion of irlze Term “Business Day . ” For purposes of this Agreement “ business day ” means each Monday, 

18. Governing Law. This Agreement shall be governed by and construed in accordance with the laws of the State of 

19. Counterparts. This Agreement may be executed in one or more counterparts and, if executed in more than one 

2s 
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If the foregoing correctly sets forth the agreement among the Company and the Underwriters, please indicate your 
acceptance in the space provided for that purpose below. 

Very truly yows, 

ATMOS ENERGY CORPORATION 

By: / s /  FRED E. MEISENHBIMER 
Name: Fred E. Meisenheimer 
Title: Senior Vice Presideut, Chief Financial 

Officer and Controller 

Signature Page to the Underwriting Agreement 
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ATMOS ENERGY COW. 

Accepted, as of the date first above written: 

GOLDMAN, SACHS & Co. 
GREENWICH CAPITAL 'MARKETS, hc.  
SUNTRUST ROBLNSON H U ~ H R E Y ,  INC. 

BANC OF AMERICA SECURITIES LLC 

Acting on behalf of itself 
and as the Representatives of 
the several Initial Purchasers 

By: Banc of America Securities L,L,C 

By: /s/ PETER J. CARBONE 
Name: Peter J. Carbone 
Title: Vice President 

- 

Signature Page to the UndemvYling Agreement 
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Underwriters Principal Amount of Securities 

Goldman, Sacbs & Co. $ 67,500,000 
Greenwich Capital Markets, Inc. $ 67,500,000 
SunTrust Robinson Humphrey, Inc. $ 67,500,000 
BNP Paribas Securities Corp. $ 22,500,000 
Morgan Stanley & Co. Incorporated $ 22,500,000 
U.S. Bancorp Investments, Inc. $ 22,500,000 

Bane of America Securities LLC $ 90,000,000 

UBS Securities LLC $ 22,500,000 
Wachovia Capital Markets, LLC $ 22,500,000 
Calyon Securities (USA) Inc. $ 6,444,000 
Comerica Securities, hc. $ 6,426,000 
Commerzbank Capital Markets Corp. $ 6,426,000 
Lloyds TSB Bank plc .% 6,426,000 
Mitsubishi UFJ Securities (USA), Inc. $ 6,426,000 
Natixis Bleichroeder Inc. $ 6,426,000 
‘fie Williams Capital Group, L.P. $ 6,426,000 

Total $ 450,000,000 

Schedule I 
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SCHEDULE II 

GENERAL USE ISSUER FREE WRITING PROSPECTUS 

The General Use Issuer Free Writing Prospectus(es) included in the Disclasure Package includes each of the following: 

1. Final Term Sheet dated March 23,2009, a copy of which is attached as Exhibit A to this Agreement. 

Schedule II 
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LIST OF ALL SUB_SIDlARIES 

Atmos Energy Holdings, Inc. 
Atmos Energy Marketing, LLC 
Amos Energy Services, LLC 
Atmos Exploratiori and Production, Inc. 
Atmos Gathering Company, LLC 
Atmos Pipeline and Storage, LLC 
AWos Power Systems, Inc. 
Blueflame Insurance Services, LTD 
Egasco, ILC 
Energas Energy Services Trust 
Enermart Energy Services Trust 
Legendary Lighting, LLC! 
Mississippi Energies, Inc. 
Phoenix Gas Gathering Company 
Trans Louisiana Gas Pipeline, Inc. 
Trans Louisiana Gas Storage, hc.  
UCG Storage, Inc. 
Unitary GH&C Products, LLC 
WKG Storage, Inc. 
A~uIos-IWNG, LLC 

Schedule Ill 
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SCHEDULE IV 

LIST OF SIGlWFICANT S U B S T [ ) W S  

1. Amos Energy Holdings, Inc. 

2. Atmos Energy Marketing, Id,C 

Schedule lV 
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SCHEDULE V 

PRICING TERMS 

A. The initial public offering price of the Securities shall be 99.813% of the principal mount thereof, plus accrued 
interest, i f  any, &om the date of issuance. 

B. The purchase price to be paid by the Underwriters for the Securities shall be 99.1 63% of the principal amount thereof. 

C. The interest rate on the Securities shall be 8.50% per annum. 

D. The Securities will be redeemable, as a whole or in part, at the option of the Company, at any time or from the time to 
time, at a redemption price equal to the greater of (i) 100% of the principal amount of the Securities to be redeemed or 
(ii) the sum ofthe present values of the remaining scheduled payments of principal and interest on the Securities 
discounted to the redemption date on a semi-annual basis at the treasury rate plus 50 basis points, plus, in the case of 
each clause (i) and (ii), accrued interest to the date of redemption. 

Schedule V 
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EXAlBXT A 

Filed Pursuant to Rule 433 under the Securities Act of 1933 
Registration Statement No. 333-158140 

Issuer Free Writing Prospectus, dated March 23,2009 

ATMOS ENERGY CORPOFUTXON 
8.50% Senior Notes due 2019 

This Free Writing Prospectus relates only to the 8.50% Senior Notes due 2019 of Azmos Energy Corporation and should be 
read together with the Preliminary Prospectus SupPemei~t dafedMwch 23, 2009 relating to the 8.550% Senior Notes due 
2019. 

Issuer: 

Security Description: 

Ratine;s (Moody’slS&RlFitch): 

-- 

m c i p a l  Amount: 

Maturitv: 

-- Settleme& 

Coupon: 

~- Interest Payment Dates: 

Benchmark Treasury: 

Benchmark Treasury Price: 

_- Benchmark Treasurv Yield 

Spread to Benchmark Treasury: 

Yield to Maturity: 

Initial Price to - Public: 

Redmtion Provisions: 

Atmos Energy Corporation 

Senior Unsecured Notes 

Baa3 / BBB+ / BBB+ 
(Review for Possible UpgradelStablelStable) None of these ratings is a 
recommendation to buy, sell or hold the Notes. Each rating is subject to 
revision or withdrawal at any time and should be evaluated 
independently of any other rating. 

$450,000,000 

March 15,2019 

March 26,2009; T+3 

8.50%, payable in arrears 

March 15 and September 15, commencing September 15,2009 

2.15% due February 15,2019 

100-26+ 

2.654% 

587.5 basis points 

8.529% 

99.81 3% per Note 

The Notes may be redeenied, at the option of Atmos Energy 
Corporation, at any time, in whole ar in part, at a redemption price equal 

Exhibit A-1 

http ://m. investquest.com/iq/a/ato/~~8 kIato8 kO325 09. h tm 911 7/2009 



ATMOS ENERGY COW. Page 37 of 56 

- Make-mole Call: 

'Net Proceeds: 

Pro Forma Ratio of Earaings to Fixed Chargw 

CUSPASIN: 

Minimum Denominations; 

Joint Book-Running Managers: 

- Senior Co-Managers: 

Junior Co-ManaPers: 

to the greater of (i) 100% of the principal amount of the Notes to be 
redeemed and (E) the sum of the present values of the remaining 
scheduled payments of principal and interest on the Notes to be 
redeemed discounted, on a semi-annual basis, at make-whole call, plus, 
in each case, accrued interest to the date of redemption. 

Make whole call at T4 50 basis points 

$446,233,500, before expenses and settlement of the Treasury lock 
agreement. 

After giving effect to the issuance of the notes, the redemption of our 
4.00% Senior Notes due 2009 and the settlement of the Treasury lock 
agreement at the beginning of the periods, the pro forma ratio of 
earnings to fixed charges would have been 3.48 for the three months 
ended December 31,2008 and 2.56 for the fiscal year ended 
September 30,2008. 

049560 AJ4 
USO4596OAJ40 

$2,000 and any integral multiple of $1,000 in excess thereof. 

Banc of America Securities LLC 
Goldman, Sachs & Co. 
Greenwich Capital Markets, Inc. 
SunTrust Robinson Humphrey, Inc. 

BNP PARDBAS 
Morgan Stanley 
U.S. Bancorp Investments, Inc. 
UBS Investment Batik 
Wachovia Securities 

CALYON 
Comerica Securities 
Conmerzbank Corporates & Markets 
Lloyds TSB Corporate Markets 
Mitsubishi UFJ Securities 
Natixis Bleichroeder Inc. 
The W i m s  Capital Group, L.P. 

Exhibit A-2 
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Atmos Energy Corporation has fled a registration statement (including a prospechis) with the SEC for the offkrhg to 
which this communication relates. Before you invest, you should read the prospectus in that registration statement and other 
documents the issuer has filed with the SEC for more complete information about Atmos Energy Corporation and this 
offering. You may get these documents for free by visiting EDGAR on the SEC Web site at www.sec.gov. Alternatively, any 
underwriter or any dealer participating in the offering will arrange to send you the prospectus if you request it by calling 
Banc of America Securities LLC at 1-800-294-1 322, Goldman, Sachs & Co. at 1-866-471-2526, Greenwich Capital Markets, 
Inc. at 1-866-884-207 1 or SunTrust Robinson Humphrey, Inc. at 1-800-685-4786. 

Exhibit A-3 
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FORM OF OPINIONS AND LETTER OF ISSUER’S COUNSEL 
TO BE DELIVERED PURSUANT TO 

SECTION 7(b) 

1. The Company is a validly existing corporation in good standing under the laws of the State of Texas. 

2. The Company has the requisite corporate power and authority to conduct its business as described iU the most recent 
Preliminary Prospectus and the Prospectus and to execute and deliver the Underwriting Agreement and to perform its 
obligations thereunder. 

3. The Underwriting Agreement has been duly authorized, executed and delivered by the Company. 

4. ‘The Indenture has been duly authorized, executed and delivered by the Company and constitutes a valid and binding 
agreement of the Company, enforceable against the Company in accordance with its terms. The Section 301 Officers’ 
Certificate has been duly authorized, executed and delivered by the Company. 

5. The authentication and delivery of the Securities by the Trustee are authorized and permitted by the Indenture. 

6. The Securities are in the form contemplated by the Indenture, have been duly authorized, executed and delivered by the 
Company and, when authenticated in accordance with the provisions of the Inderlture and delivered to and paid for by the 
lJnderwriters in accordance with the terms of the Underwriting Agreement, will be valid and binding obligations of the 
Company, enforceable against the Company in accordance with their terms and will be entitled to the benefits of the 
Indenture. 

of Debt Securities” and “Description of the Notes’’ constitute a summary of the documents referred to therein, such 
statements present in all material respects an accurate summary of such documents. 

8. The execution and delivery of the Underwriting Agreement, the Indenture and the Securities, the issuance and sale of 
the Securities to the Underwriters and the delivery of the Securities pursuant to the Underwriting Agreement do not and will 
not require any filing with or approval of any governmental authority or regulatory body of the States of Texas or New York 
or the United States of America under any law or regulation currently in effect in the States of Texas or New York or the 
United States of America that, in our experience, is generally applicable to the transactions in the nature of those 
conternplated by the Underwriting Agreement, except for such filings or approvals as have already been made or obtained 
under the Securities Act or as may be required under state securities or blue sky laws or with respect to regulatory matters, as 
to which we do not express any opinion. Other than as expressly set forth 

7. Insofar as the statements in the most recent Preliminary Prospectus and the Prospectus under the caption “Description 
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in this paragraph, we do not express any opinion in this paragraph regarding federal or state securities laws. 

9. The execution and delivery of the TJnderwiting Agreement, the Indenture and the Securities, the issuance and sale of 
the Securities to the ZJndehters and the delivery of the Securities pursuant to the Underwriting Agreement (i) do not and 
will not breach the terms of any document filed or incorporated by reference as an exhibit to the Registration Statement or 
incorporated by reference therein (“ Material Contracts ”), (ii) do not and will not violate the charter or bylaws of the 
Company and (iii) do not and will not breach the terms of any outstanding order, judgment or decree of any court or other 
agency of the government identified to us in a certificate of the Company as constituting all orders, judgments or decrees 
biding on the Company, each of which is listed in Annex A hereto, in either case based solely on our review of such orders, 
judgments or decrees (other than orders, judgments or decrees with respect to regulatory matters, as to which we do not 
express any opinion). 

10. The execution and delivery of the TJndenvriting Agreement, the Indenture and the Securities, the issuance and sale of 
the Securities to the Underwriters and the delivery of the Securities pursuant to the ZJndenvriting Agreement do not and will 
not violate any law or regulation of the States of Texas or New York or the XJnited States of America applicable to the 
Company that, in our experience, is generally applicable to transactions in the nature of those contemplated by the 
XJnderwriting Agreement. We are expressing no opinion in this paragraph on federal or state securities laws. 

1 1. The Company is not an “investment company” that is required to be registered under the Investment Company Act of 
1940, as amended (the “ Iin7estmei7f Coinpany Act ”). For purposes of this paragraph, the term “investment company” has the 
meanings ascribed to such term in the Investment Company Act. 

12. The Indenture has been duly qualified under the Trust Indenture Act of 1939, as amended. 

13. To the extent that the statements in the most recent Preliminary Prospectus and the Prospectus under “Material U.S. 
Federal Income Tax Considerations” purport to describe specific provisions of the Internal Revenue Code of 1986, as 
amended, such statements present in all material respects an accurate s m a r y  of such provisions. 

We have participated in conferences with officers and other representatives and internal counsel of the Company, 
representatives of the independent auditors of the company, and your representatives and counsel at which the contents of 
the Registration Statement, the Pricing Disclosure Package and the Prospectus and related matters were discussed. Because 
the purpose of our professional engagement was not to establish or confirm factual matters and because the scope of our 
examination of the affairs of the Company did not permit us to verify the accuracy, completeness or fairness of the statements 
set forth in the Registration Statement, the Pricing Disclosure Package or the Prospectus, we are not passing upon and do not 
assume any responsibility for the accuracy, completeness or fairness of the statements contained in the Registration 
Statement, the Pricing Disclosure Package or the Prospectus except insofar as such statements specifically reIate to us and 
except to the extent addressed in paragraphs 7 and 13 of 

B-1-2 
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our opinion letter to you of even date. Our identification of information as being part of the Pricing Disclosure Package is for 
the limited purpose of making the statements set forth in this letter. We express no opinion or belief as to the conveyance of 
the Pricing Disclosure Package or the Prospectus or the information contained therein to investors generally or to any 
particular investor at my particular time or in any particular manner. 

On the basis of the foregoing, and except for the financial statements (and related notes thereto) and schedules, statistical 
information that is found or derived from the internal accounting or financial records of the Company, information of an 
accounting or financial nature included or incorporated by reference therein, as to which we express no opinion or belief, no 
facts have come to our attention that led us to believe: (a) that the Registration Statement, at the time it became effective 
(which shall have the meaning set forth in Rule 158(c) of the Rules and Regulations) or the Prospectus, as of its date, were 
not appropriately responsive in all material respects to the requirements of the Securities Act and the Rules and Regulations; 
or @)(i) that the Registration Statement, at the t h e  it became effective, contained a untrue statement of a material facT or 
omitted to state a material fact required to be stated therein or necessary to make the statements therein not misleading, 
(ii) that the Pricing Disclosure Package, as of the Applicable Time, contained any untrue statement of a material fact or 
omitted to state my material fact necessary in order to make the statements therein, in the light of the circumstances under 
which they were made, not misleading; or (iii) that the Prospectus, as of its date or the date hereof, contained or contains an 
untrue statement of a material fact or omitted or omits to state a material fact necessary in order to make the statements 
therein, in light of the circumstances under which they were made, not misleading. 

* * *  
In rendering such opinion, such counsel may state that its opinion is limited to the Federal laws of the United States 

and the laws of the State of Texas and the State of New York. 

B-1-3 
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---.I.- EXHIBIT B-2 

FORM OF OPINION OF VIRGINIA COTJNSEL TO THE COMPANY 
TO BE DELIVERED PURSLJANT TO 

SECTION 7(c) 

1. The Company is validIy existing as a corporation in good standing under the laws of the Commonwealth of Virginia. 

2. The Company has corporate power and authority to own, lease and operate its properties and to conduct its business as 
described in the Preliminary Prospectus and the Prospectus and to enter into and perform its obligations under the 
Underwriting Agreement including without limitation, issuing the Securities. 

Company. 
3. Each of the Indenture and the Section 301 Officers' Certificate has been duly authorized, executed and delivered by the 

4. The Securities have been duly authorized, executed and delivered by the Company. 

Such counsel is aware that this opinion will be relied upon by tJ.S. Bank National Association, as Trustee under, and in 
connection with the transactions contemplated by the Indenture. 

* * *  
Tn rendering such opinion, such counsel may state that its opinion is limited to the Federal laws of the LJnited States 

and the laws of the Commonwealth of Virginia 
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ErnIBITB-3 , 

FORM OF OPINIONS AND LETTER OF GENERAL COUNSEL OF THE COMPAW 
TO BE DELIVEKED PURSUANT TO 

SECTION 7(d) 

1. The Company has been duly organized and is validly existing as a corporation in good standing under the laws of the 
State of Texas and the Commonwealth of Virginia. 

2. The Company has corporate power and authority to own, lease and operate its properties and to conduct its business as 
described in the most recent Prelhinary Prospectus and the Prospectus and to enter into and perform its obligations under the 
Underwriting Agreement. 

3. The Company is duly qualified as a foreign corporation to transact business and is in good standing in each jurisdiction 
in which such qualification is required, whether by reason of the ownership or leasing of property or the conduct of business, 
except where the failure so to qualify or to be in good standing would not result in a Material Adverse Effect. 

4. TIie information in the Registration Statement under Item 15, to the extent that it constitutes matters of law, summaries 
of legal matters or legal conclusions, has been reviewed by me and is correct in all material respects. 

5. The authorized, issued and outstanding capital stock of the Company is as set forth in the most recent Preliminary 
Prospectus and the Prospectus under the caption “Capitalization” (except for subsequent issuances, if any, pursuant to 
reservations, agreements or employee benefit plans referred to in the most recent Preliminary Prospectus and the Prospectus 
or pursuant to the exercise of options or share unit awards referred to in the most recent Preliminary Prospectus and the 
Prospectus); the shares of issued and outstanding capital stock of the Company have been duly authorized and validly issued 
and are hlly paid and non-assessable; and none of the outstanding shares of capital stock of the Company was issued in 
violation of the preemptive or other similar rights of any securityholder of the Company. 

6 .  Each Subsidiary has been duly organized and is validly existing as an entity in good standing under the laws of the 
jurisdiction of its formation, has the power and authority to own, lease and operate its properties and to conduct its business 
as described in the most recent Preliminary Prospectus and the Prospectus and is duly qualified as a foreign entity to transact 
business and is in good standing in each jurisdiction in which such qualification is required, whether by reason of the 
ownership or leasing of property or the conduct of business, except where the failure so to qualify or to be in good standing 
would not result in a Material Adverse Effect; except as otherwise disclosed in the most recent Preliminary Prospectus and 
the Prospectus, all of the issued and outstanding capital stock or limited liability company membership interests, as the case 
may be, of each Subsidiary have been duly authorized and validly issued, are fully paid and non-assessable and, to the best of 
my knowledge, are owned by the Company, directly or through subsidiaries, free and clear of any security interest, mortgage, 
pledge, lien, encumbrance, claim or equity, except for such Liens, encumbmces, equities or claims as would not in the 
aggregate reasonably be expected to have a Material Adverse Effect; none of the outstanding shares of capital stock or 
limited liability company membership interests, 
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as the case may be, of any Subsidiary was issued in violation of the preemptive or similar rights of any securityholder of such 
Subsidiary. 

7. The Underwriting Agreement has been duly authorized, executed and delivered by the Company. 

8. The Indenture has been duly authorized, executed and delivered by the Company. The Section 301 Oficers’ Certificate 
has been duly authorized, executed and delivered by the Company. 

9. The documents incorporated by reference in the Registration Statement, the most recent Preliminary Prospectus and the 
Prospectus (other than financial statements and schedules and other information of an accounting or financial nature included 
or incorporated by reference therein, as to which I express no opinion or belief), when they were filed with the Commission, 
complied as to form in all material respects with the requirements of the Exchange Act and the rules and regulations under 
the Exchange Act. 

10. To the best of my knowledge, there i s  no pending or threatened action, suit, proceeding, inquiry or investigation, to 
which the Company or any subsidiary is a party, or to which the property of the Company or any subsidiary is subject, before 
or brought by any court or governmental agency or body, domestic or foreign, which might reasonably be expected to result 
in a Material Adverse Effect, or which might reasonably be expected to affect the properties or assets thereof, except what 
does not result in a Material Adverse Effect, or the consummation of the transactions contemplated in the XJndenvriting 
Agreement or the performance by the Company of its obligations thereunder or which is required to be described in the most 
recent Preliminary Prospectus and the Prospectus that is not described as required. 

Regulation,” “Description of the Notes,” or “Description of Debt Securities,” (b) the Annual Report on Form IO-K (the “‘1 0- 
K”) under “Item 1. - Business - Ratemaking Activity,” under “Item 1. - Business - Other Regulation” or under “Item 3. - 
Legal Proceedings,” (c) the Quarterly Report on Form 10-Q for the quarterly period ended December 3 1,2008 (the “1 0-Q”) 
under Part II “Item 1. -Legal Proceedings,” or (d) Wote 12. - Commitments and Contingencies” to the Company’s 
consolidated financial statements included in the 1 0 4  or T o t e  8. -Commitments and Contingencies” to the Company’s 
consolidated financial statements included in the IO-Q, to the extent that it constitutes matters of law, sununaries of legal 
matters, the Company’s articles of incorporation and bylaws or legal proceedings, or legal conclusions, has been reviewed by 
me and is correct in all material respects. 

12. A11 descriptions in the Registration Statement, the most recent Preliminary Prospectus and the Prospectus of contracts 
and other documents to which the Company or its subsidiaries are a party are accurate in all material respects; to the best of 
my knowledge, there are no franchises, contracts, indentures, mortgages, loan agreements, notes, leases or other instruments 
required to be described or referred to in the Registration Statement, the most recent Preliminary Prospectus or the Prospectus 
or to be filed as exhibits thereto other than those 

11. The information in (a) the most recent Preliminary Prospectus and the Prospectus under “Business - Other 

B-3-2 

http ://\?nn.w. in-\lestquest.~orn/iq/a/ato/fill/&Wato8 k03 2 5 09 .him 9/17/2009 



ATMOS ENERGY COW. Page 45 of 56 

described or referred to therein or filed or incorporated by reference as exhibits thereto, and the descriptions thereof or 
references thereto are correct in all material respects. 

organizational document and (ii) no default by the Company or any subsidiary exists in the due performance or observance of 
any material obligation, agreement, covenant or condition contained in any contract, indenture, mortgage, loan agreement, 
note, lease or other agreement or instrument that is described or referred to in the Registration Statement, the most recent 
Preliminary Prospectus or the Prospectus or filed or incorporated by reference as an exhibit to the Registration Statement, 
except with respect to (ii) above for such defaults that would not result in a Material Adverse Effect. 

authorities of Colorado, Georgia, Illinois, Kentucky and Virginia, authorizing the issuance and sale of the Securities by the 
Company on the terms set forth or contemplated in the Underwriting Agreement; and no other filing with, or authorization, 
approval, consent, license, order, registration, qualification or decree of, any court or governmental authority or agency, 
domestic or foreign (other than under the Securities Act and the Rules and Regulations, which have been obtained, or as may 
be required under the securities or blue shy laws of the various states, as to which I express no opinion), is necessary or 
required in connection with the due authorization, execution and delivery of the Underwriting Agreement, or for the offering, 
issuance, sale or delivery of the Securities by the Company pursuant to the Underwriting Agreement. 

15. The execution, delivery and perfomlance of the Underwriting Ageement, the Indenture and the Securities by the 
Company and the consummation of the transactions contemplated in the Underwriting Agreement and the Indenture and in 
the Registration Statement, the most recent Preliminary Prospectus and the Prospectus (including the issuance and sale of the 
Securities by the Company and the use of the proceeds from the sale of the Securities as described in the Prospectus under the 
caption “Use of Proceeds”) and compliance by the Company with its obligations under the Underwriting Agreement, the 
Indenture and the Securities do not and will not, whether with or without the giving of notice or lapse of time or both, violate 
or constitute a breach of, or default under, or result in the creation or imposition of any lien, charge or encumbrance upon any 
property or assets of the Company or any subsidiary pursuant to, any contract, indenture, mortgage, deed of trust, loan or 
credit agreement, note, lease or any other agreement or instrument, known to me, to which the Company or any subsidiary is 
a party or by which it or any of them may be bound, or to which any of the property or assets of the Company or any 
subsidiary is subject (except for such violations, breaches or defaults or liens, charges or encumbrances that would not have a 
Material Adverse Effect), nor will such action result in any violation of the provisions of the articles of incorporation or 
bylaws of the Company or the charter, bylaws or other organizational documents of any subsidiary, or any applicable law, 
statute, rule, regulation, judgment, order, writ or decree, known to me, of any government, government instrumentality or 
court, domestic or foreign, binding on the Company or any subsidiary or any of their respective properties, assets or 
operations. I express no opinion in this paragraph regarding federal or state securities laws. 

13. To the best of my knowledge, neither the Company nor any subsidiary is in violation of (i) its charter, bylaws or other 

14. There have been issued and, as of the date hereof, are in full force and effect orders or authorizations of the regulatory 
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Except for the financial statements and related notes and schedules and other information of an accounting or fmancial 
nahre included or incorporated by reference therein, as to which I express no opinion or belief, no facts have come to my 
attention that led me to believe: (a) that the Registration Statement, at the time it became effective (which shall have the 
meaning set forth in Rule 158(c) of the Rules and Regulations) or the Prospectus, as of its date, were not appropriately 
responsive in all material respects to the requirements of the Securities Act and the Rules and Regulations; or (b)(i) that the 
Registration Statement, at the time it became effective, contained a untrue statement of a material fact or omitted to state a 
material fact required to be stated therein or necessary to make the statements therein not misleading, (E) that the Pricing 
Disclosure Package, as of the Applicable T h e ,  contained any untrue statement of a material fact or omitted to state any 
material fact necessary in order to make the Statements therein, in the light of the circumstances under which they were made, 
not misleading; or (iii) that the Prospectus, as of its date or the date hereof, contained or contains an untrue statement of a 
material fact or omitted or omits to state a material fact necessary in order to make the statements therein, in light of the 
circumstances under which they were made, not misleading. 

connection with the transactions contemplated by the Indenture. 
Such cormel is aware that this opinion will be relied upon by US. Bank National Association, as Trustee under, and in 

* * *  
In rendering such opinion, such counsel may state that his opinion is Iimited to the Federal laws of the United States, the 

laws of the State of Texas and the Virginia Stock Corporation Act. 

B-3 -4 

EXHIBIT 4.1 

SECURITY IS A GLOBAL SECURITY WITHIN THE MEANJNG OF THE INDENTURE HEREINAFTER 
REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITORY OR A NOMINEE THEREOF. TKIS 
SECIJRITY MAY NOT BE EXCHANGED IN VJHOL,E OR IN PART FOR A SECURITY REGISTERED, AND NO 
TRANSFER OF THIS SECURITY IN W O L E  OR IN PART MAY BE REGISTERED, IN THE NAME OF ANY 
PERSON OTHER THAN SUCH DEPOSITORY OR ITS NOMINEE EXCEPT IN T J B  LIMITED CIRCUMSTANCES 
DESCRIBED IN THE INDENTURE. 

UNLESS THIS CERTIFICATE IS PRESENTED BY AN AT JTHORTED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY (55 WATER STREET, NEW YORK, NEW YORK) TO THE ISSUER OR ITS 
AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND SUCH CERTIFICATE ISSTJED IS 
REGISTERED IN THE NAME OF CEDE & CO., OR SUCH OTHER NAME AS REQUESTED BY AN ATJTHORIZED 
REPIWSENTATlVE OF THE DEPOSITORY, ANY TRANSFER, PLEDGE OR OTIiER TJSE HEREOF FOR VALLJE OR 
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL, SINCE THE REGISTERED OWNER HEREOF, CEDE & 
CO., €€AS AN INTEREBT HEREIN. 

ATMOS ENERGY CORPORATION 

8.50% Senior Notes due 2019 

No. 1 CTJSIP NO. 049560 AJ4 
ISIN NO. TJS045960AJ40 
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Atmos Energy Corporation, a Texas and Virginia corporation (herein called the “Company”, which term includes any 
successor entity under the Indenture, hereinafter defined), for value received, hereby promises to pay to Cede & Co. or 
registered assigns the principal sum of FOUR HUNDRED FIFTY MILLION DOLLARS ($450,000,000) on March 15,2019 
(the “Maturity Date”), at the ofice or agency of the Company referred to below, and to pay interest thereon from March 26, 
2009, or from the most recent Interest Payment Date to which interest has been paid or duly provided for, semiannually on 
March 15 and September 15 in each year (each, an “Interest Payment Date”), commencing March 26,2009 at 8.50% per 
annum until the principal hereof is paid or duly provided for. 

Any payment of principal or interest required to be made on a day that is not a Business Day need not be made on such 
day, but may be made on the next succeeding Business Day with the same force and effect as if made on such day and no 
interest shall accrue as a result of such delayed payment. Interest payable on each Interest Payment Date will include interest 
accrued from and including March 26,2009, or fkom and including the most recent Interest Payment Date to which interest 
has been paid or duly provided for, as the case may be, to but excluding such Interest Payment Date. Interest will be 
computed on the basis of a 360-day year of twelve 30-day months. 

Indenture, be paid to the person (the “Holder”) in whose name this Security (or one or more Predecessor Securities) is 
registered at the close of business on the March 1 or September 1 (whether or not a Business Day) next preceding such 
Interest Payment Date (a “Regular Record Date”). Any such interest not so punctually paid or duly provided for (“Defaulted 
Interest”) will forthwith cease to be payable to the Holder on such Regular Record Date and either may be paid to the Person 
in whose name this Security (or one or more Predecessor Securities) is registered at the close of business on a special record 
date (the “Special Record Date”) for the payment of such Defaulted Interest to be fixed by the Trustee (referred to herein), 
notice whereof shall be given to the Holder of this Security not less than ten days prior to such Special Record Date, or may 
be paid at any time in any other lawfid manner, all as more fuIly provided in the Indenture. 

the Trustee and in the City of New York, is neither a Saturday, Sunday, or legal holiday nor a day on which banking 
institutions are authorized or required by law or regulation to close. 

Payment of the principal of (and premium, if any) and interest on this Security will be made at the office or agency of 
tlie Company maintained for that purpose in the Borough of Manhattan, the City of New York, or at such other ofice or 
agency of the Company as may be maintained for such purpose, in such coin or currency of the United States of America as 
at the time of payment is legal tender for payment of public and private debts. So long as this Security remains in book-entry 
form, all payments of principal and interest will be made by the Company in immediately avaiIabIe funds. 

The interest so payable, and punctually paid or duly provided for, on any Interest Payment Date will, as provided in the 

For purposes of this Securky, “Business Day” means any day that, in the city of the principal Corporate Trust Office of 
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TJnless the certificate of authentication hereon has been duly executed by the Trustee by manual signature, this Security 

This Security is one of a duly authorized issue of securities of the Company, designated as the 8.50% Senior Notes due 

shall not be entitled to any benefit under the Indenture, or be valid or obligatory for any purpose. 

2019 (the “Securities”), issued under an Indenture dated as of March 26,2009, as it may be supplemented from time to time 
(referred to herein as the “Indenture”), between the Company and U.S. Bank National Association, as trustee (referred to 
herein as the “Trustee”, which term includes any successor trustee under the Indenture with respect to the series of which this 
Security is a part). A reference is hereby made to the Indenture for a statement of the respective rights, Limitations of rights, 
duties, obligations and immunities thereunder of the Company, the Trustee and the Holders of the Securities, and of the terms 
upon which the Securities are, and are to be, authenticated and delivered, except as otherwise provided herein. 

The Securities are initially limited to $450,000,000 aggregate principal amount. The Company may, at any t h e ,  
without the consent of the Holders of the Securities, create and issue additional securities having the same ranking, interest 
rate, maturity and other terms as the Securities. Any such additional securities shall be consolidated and form the same series 
of the Securities having the same terns as to status, redemption and otherwise as the Securities under the Indenture. 

declared due and payable in the manner and with the effect provided in the Indenture. 

a Redemption Price equal to the greater of: 

Events of Default . If an Event of Default shalI occur and be continuing, the principal of all the Securities may be 

Optional Redemption The Securities will be redeemable, in whole or in part, at the Company’s option, at any time at 

(a) 100% of the principal amount of the Securities to be redeemed, or 

(b) as determined by the Quotation Agent, the sum of the present values of the Remaining Scheduled Payments of 
principal and interest on the Securities 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 50 basis points; 

Redemption Date. 

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 hice for that Redemption Date. 

maturity comparable to the remaining term of the Securities to be redeemed that would be used, at the time of a selection and 
in accordance with customary 

plus, in either case, accrued and unpaid interest on the principal amount of Securities being redeemed to the 

“Adjusted Treasury Rate” means, for any Redemption Date, the rate per annum equal to the semi-annual equivalent 

“Comparable Treasury Issue” means the United States treasury security selected by the Quotation Agent as having a 
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fuiancial practice, in pricing new issues of corporate debt securities of comparable maturity to the remaining term of the 
Securities to be redeemed. 

“Cornparable Treasury Price” means, for any Redemption Date, the Reference Treasury Dealer Quotation for that 
Redemption Date. 

“Quotation Agent” means the Reference Treasury Dealer appointed by the Company. 

“Reference Treasury Dealer” means Banc of America Securities LLC and its successors; provided, however, if Banc of 
America Securities LLC ceases to be a primary U.S. government securities dealer in New York City, the Company will 
replace Banc of America Securities LLC as Reference Treasury Dealer with an entity that is a primary U.S. government 
securities dealer in New York City. 

“Reference Treasury Dealer Quotation” means, with respect to 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 by the Reference Treasury Dealer by 5:OO p.m. on the third business day 
preceding the Redemption Date. 

“Remainbg Scheduled Payments” means, with respect to each Security to be redeemed, the remaining scheduled 
payments of the principal and interest on such Security 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 Security will be reduced by the amount of interest accrued on such Security 
to such Redemption Date. 

In the event that less than all of the Securities are to be redeemed at any time, selection of such Securities for 
redemption will be made by The Depository Trust Company (“DTC”) during any period the Securities are issued in the form 
of a global security registered in the name of DTC or a nominee thereof; provided that during any period the Securities are 
issued in certificated form, the selection of such Securities for redemption will be made by the Trustee by lot or by such other 
method as the Trustee in its sole discretion shall deem fair and appropriate. A partial redemption shali not reduce the portion 
of the principal amount of a Security not redeemed to a principal amount of less than $2,000. Notice of redemption shall be 
given by first-class mail, postage prepaid, mailed not less than 30 nor more than 60 days before the Redemption Date, to each 
HoIder of Securities to be redeemed, at its address as shown in the Security Register. If the Securities are to be redeemed in 
part only, the notice of redemption that relates to such Securities shall state the portion of the principal amount thereof to be 
redeemed. A new Security in a principal amount equal to the unredeemed portion thereof will be issued in the name of the 
Holder thereof upon surrender for cancellation of the original Security. On and after the Redemption Date, interest will cease 
to accrue on Securities or portions thereof called for redemption unless the Company defaults in the payment of the 
Redemption Price. 

Sinking Fund . This Security does not have the benefit of any sinking fund obligations. 
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Modification and Waivers; Obligations of the Company Absolu_te. The Indenture permits, with certain exceptions as 
therein provided, the amendment thereof and the modification of the rights and obligations of the Company and the rights of 
tlie Holders of the Securities. Certain limited amendments may be effected under the Indenture at any time by the Company 
and the Trustee without the consent of any I-Iolders of the Securities. Certain other amendments affecting the Securities may 
only be effected under the Indenture with the consent of the Holders of not less than a majority in aggregate principal amount 
of the Securities at the time Outstanding. The Indenture also contains provisions permitting the Holders of not Iess than a 
majority in principal amount of the Securities at the time Outstanding, on behalf of the Holders of all Outstanding Securities, 
to waive compliance by the Company with certain provisions of the Indenture affecting the Securities. Furthermore, 
provisions in the Indenture permit the Holders of not less than a majority in principal amount of the Outstanding Securities to 
waive on behalf of all of the Holders of all Outstanding Secm-ties certain past defaults under the Indenture in respect of the 
Securities and their consequences. Any such consent or waiver by or on behalf of the Holder of this Security shall be 
conclusive and binding upon such Holder and upon all hture Holders of this Security and of any Security issued upon the 
registration of transfer hereof or in exchange herefor or in lieu hereof whether or not notation of such consent or waiver is 
made upon this Seem-ty. 

No reference herein to the Indenture and no provision of this Security or of the Indenture shall alter or impair the 
obligation of the Company, which is absolute and unconditional, to pay the principal of (and premium, if any) and interest on 
this Security at the times, place and rate, and in the coin or currency, herein prescribed. 

Defeasance and Covenant Defeasance . The Indenture contains provisions for defeasance at any time of (a) the entire 
indebtedness of the Company represented by this Security and (b) certain restrictive covenants and the related Defaults and 
Events of Default, upon compliance by the Company with certain conditions set forth therein, which provisions apply to this 
Security. 

Authorized Denominations . The Securities are issuable only in registered form, without coupons, in minirnum 
denominations of $2,000 and any integral multiple of $1,000 in excess thereof. 

Registration of Transfer or Exchange , As provided in the Indenture and subject to certain lmitations therein set forth, 
the transfer of this Security is registrable on the Security Register of the Company, upon surrender of this Security for 
registration of transfer at the office or agency of the Company, duly endorsed by, or accompanied by a written instnment of 
transfer in form satisfactory to the Company and the Security Registrar duly executed by, the Holder hereof or his attorney 
duly authorized in writing, and thereupon one or more new Securities, of authorized denominations and for the same 
aggregate principal amount, will be issued to the designated transferee or transferees. At the date of the original issuance of 
this Security such offce or agency of the Company is maintained by 1J.S. Bank National Association, 60 Livingston Avenue, 
St. Paul, Minnesota 55107. 
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As provided in the Indenture and subject to certain limitations therein set forth, the Securities are exchangeable for a 
like aggregate principal amount of Securities of a different authorized denomination, as requested by the Holder surrendering 
the same. 

No service charge shall be made for any registration of transfer or exchange or redemption of Securities, but the 
Company may require payment of a sum sufficient to pay all documentary, stamp or similar issue or transfer taxes or other 
governmental charges payable in connection with any registration of transfer or exchange. 

Prior to the time of due presentment of this Security for registsation of transfer, the Cornpany, the Trustee and any 
agent of the Company or the Trustee may treat the Person in whose name this Security is registered as the owner hereof for 
all purposes, whether or not this Security be overdue, and neither the Company, the Trustee nor any agent shall be affected by 
notice to the contrary. 

Defined Terms . All capitalized terms used in this Security which are defined in the Indenture shall have the meanings 
assigned to them in the Indenture. 

Governing Laws-. This Security and the Indenture shall be governed by and construed in accordance with the laws of 
the State of New York, without regard to conflicts of laws principles that would apply any other law. 
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed. 

ATMOS ENERGY CORPORATION 

--. By : 
Name: 
Title: 

Attest: 

By: -- 
Name: 
Title: 
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ATMOS ENERGY COW. 

TRUSTEE'S CERTIFICATE OF AUTHEmICATION 

This is one of the Securities of the series designated therein referred to in the within-mentioned Indenture. 

Dated ,2009 U.S. Ba.nk National Association, 
as Trustee 

-- By : 
Authorized Officer 
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ASSIGNMENT FORM 

To assign this Security, f2I in the form below: 
(I) or (we) assign and transfer this Security to 

(Insert assigaee’s social security or tax I.D. no.) 

(Print or type assignee’s name, address and zip code) 

and irrevocably appoint 
The agent may substitute another to act for him. 

---~“_____^“__“-__“___-.I.--_-. agent to transfer this Security on the books of the Company. 

Date: Signature: 
(sign exactly as name appears on the other side of this Security) 

Signature guaranteed by: 

EXHZBIT 5.1 

[GISSON, DUNN & CRTlTCWER LLP LETTERHEAD] 

March 25,2009 

(214) 698-3100 
(214) 698-3400 
Amos Energy Corporation 
1800 Three Lincoln Centre 
5430 LBJ Freeway 
Dallas, Texas 75240 

03896-00036 

Re: Atmos Energy Corporation Public Oflering of 8.50% Senior Notes due 2019 

Ladies and Gentlemen: 

As counsel for Amos Energy Corporation (the “ Company ”), we are familiar with the Company’s Registration Statement 
on Form S-3 (File No. 333-158140) (the ‘‘ Registration Statement ”) filed with the Securities andExchange Cornmission (the 
‘‘ SEC ”) under the Securities Act of 1933 (as amended, the “ Act ”), and the prospectus and prospectus supplement with 
respect thereto, dated March 23,2009 (together, the “ Prospectus ”), with respect to the proposed offering by the Company of 
$450,000,000 aggregate principal amount of its 8.50% Senior Notes due 2019 (the “ Notes ”)” The Notes will be issued 
pursuant to the Indenture, to be dated as af March 26,2009 (the ’‘ IJiiderlying Iiidenture ”), between the Company and 1J.S. 
Bank National Association, as trustee (the ‘‘ Trustee ”), as modified by an Of€icers’ Certificate of the Company, to be dated 
as of March 26,2009 (the “ Uficers ’ Certificate ”), pursuant to the Underlying Indenture. All capitalized terms which are not 
defined herein shall have the meanings assigned to them in the Registration Statement. The IJnderlying Indenture, the 
Officers’ Certificate and the Notes are referred to herein as the ‘‘ Note Documents .” 

For the purpose of rendering this opinion, we have made such factual and legal examination as we deem necessary under 
the circumstances, and in that connection we have examined, among other things, originals or copies of such records of the 
corporate proceedings of the Company, such certificates and assurances from public officials, officers and representatives of 
the Company, and such other documents as we have considered necessary or appropriate for the purpose of rendering this 
opinion. 
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Atmos Energy Corporation 
March 25,2009 
Page 2 

In rendering the opinion expressed below, we have assumed: 

(a) the genuineness of all signatures on, and the authenticity of, all documents submitted to us as originals and the 
conformity to original documents of all documents submitted to us as copies; 

(b) with respect to agreements and instruments executed by natural persons, the legal capacity and competency of such 
persons; 

(c) the Underlying Indenture will be duly and validly executed and delivered by the Trustee and will constitute the legal, 
valid and binding agreement of the Trustee; and 

(d) there are no agreements or understandings between or among the parties to the Note Documents that would expand, 
mod* or otherwise affect the ternis of the Note Documents or the respective rights or obligations of the parties thereunder. 

On the basis of the foregoing examination, and in reliance thereon, and subject to the foregoing assumptions and the 
qualifications, limitations and exceptions set forth below, we are of the opinion that, when the Notes shall have been executed 
and authenticated as specified in the Underlying Indenture, as modified by the Officers’ Certificate, and offered and sold as 
desLrlbed in the Registration Statement and the Prospectus, the Notes will be legally issued and binding obligations of the 
Company. 

The opinions set forth herein are subject to the following qualifications, limitations and exceptions: 

A. The effectiveness of the Registration Statement under the Act will not have been terminated or rescinded. 

B. We render no opinion herein as to matters involving the laws of any jurisdiction other than the State of New York 
and the United States of America. Our opinions set forth herein are limited to the effect of the present state of applicable 
laws of the State of New York and the United States of America and to the facts as they presently exist. We assume no 
obligation to revise or supplement our opinions should the present laws, or the interpretation thereof, be changed or to 
revise or supplement these opinions in respect of any circumstances or events that occur subsequent to the date hereof. 

arrangement or similar laws affecting the enforcement of creditors’ rights generally (including, without limitation, the 
effect of statutory or other laws regarding fi-audulent transfers or preferential transfers) and (ii) general principles of equity, 
regardless of wbether amatter is considered in a proceeding in equity or at law, including, without limitation, concepts of 
maten’ality, 

C. Our opinions set forth herein are subject to (i) the effect of any bankruptcy, insolvency, reorganization, moratorium, 
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Atmos Energy Corporation 
March 25,2009 
Page 3 

reasonableness, good faith and f& dealiig and d e  possible unavailability of specific pedomance, injunctive relief or 
other equitable remedies. 

We consent to the filing of this opinion as an exhibit to the Registration Statement, and we further consent to the use of 
our name under the caption “Legal Matters” in the Prospectus. In giving these consents, we do not admit we are included in 
the category of persons whose consent is required under Section 7 of the Act or the rules and regulations of the SEC 
promulgated thereunder. 

Very truly yours, 

/s/ Gibson, Dunn & Crutcher LLP 

E2EUBIT 12.1 

Amos Energy Corporation 
Pro Forma Cornputation of Earnings to Fixed Charges 

Three Months Ended Year Ended 
December 3 I ,  2008 September 30,2008 

As Adjusted Actual As Ad.justed Actual __ 
(DoIIars in thousands) 

Income &om continuing operations before provision for 

Add: 
income taxes per statement of income $123,902 $1 18,144 $292,704 $269,673 

Portion of rents representative of the interest factor 1,77 1 1,771 6,882 6,882 
Interest on debt & amortization of debt expense 38,991 44,749 137,922 160,953 

Income as adjusted $164,664 $164,664 $437,508 $437,508 

Fixed charges: 
Interest on debt & amortization of debt expense (1) $ 38,991 $ 44,749 $137,922 $160,953 
Capitalized interest (2) 718 824 2,879 3,360 
Rents 5,3 12 5,3 12 20,647 20,647 
Portion of rents representative of the interest factor (3) - 1,77 I 1,77 1 6,882 6,882 

Fixed charges (1)+(2)+(3) $ 41,480 9;47,344 $147,683 $171,195 

Ratio of earnings to fKed charges 3.97 3.48 2.96 2.56 
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SEC SS i 
Washington, D.C. 20549 

Current Keport Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 

February 3,2009 
Date of Report @ate of earliest event reported) 

ATMOS EN% POJXATLON 
(Exact Name of Registrant as Specified in its Charter) 

TEXAS AND VIRGINIA 1-10042 75-1743247 
(State or Other Jurisdiction (Commission File Nnmber) (LR.S. Employer 

of Incorporation) Identification No.) 

1800 TI.DKEE LINCOLN CENT=, 
5430 LBJ FREEWAY, DALLAS, TEXAS 

(Address of Principal Execntive Offices) 
75240 

(Zip Code) 

(972) 934-9227 
(Registrant's Telephone Number, lncinding Area Code) 

Not Applicable 
(Former Name or Former Address, if Changed Since Last Report) 

~ 

Check the appropriate box beIow if the Form 8-IC filing is intended to simultaneously satisfy the filing obligation of the 
registmnt under any of the following provisions: 

0 

El 

0 

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

Solicitingmaterial pursuant to Rule 14a-12 under the Exchange Act (17 CFR240.14a-12) 

Re-comrnencernent communications pursuant to Rule 14d-2(b) under the Exchange Act (1 7 CFR 240.14d-2(b)) 

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act ( 1  7 CFR 240.13e-4(c)) 
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Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; 
Compensatory Arrangements of Certain Officers. 

(b) On February 4,2009, following the conclusion of the 2009 annual meeting of shareholders of Atmos Energy 
Corporation, Dan Busbee retired from the company’s Board of Directors in accordance with the Board’s mandatory 
retirement policy, having served the company as a Board member since 1988. In connection with Mr. Busbee’s 
retirement from the Board, he also shultaneously retired as chairman of the Audit Committee and as a member of 
the Executive Committee and the Human Resources Committee of the Board of Directors. A copy of the news 
release issued on February 4,2009 announcing Mr. Busbee’s retirement is filed herewith as Exhibit 99. I .  

(c) On Febniary 3,2009, Fred E. Meisenheimer, vice president, interim chief financial officer and controller of Atmos 
Energy, was appointed by the Board of Directors as senior vice president, chief financial officer and controller, 
efiective February 4,2009. h4r. Meisenheher, 64, had served as vice president and controller of Atmos Energy 
fiom July 2000 through December 2008 and also served as interim chief fmancial officer beginning on January 1 , 
2009. Atmos Energy has not entered into any new material plan, contract or arrangement to which 
Mr. Meisenheher is a party or jn which he participates, or any material amendment thereto, in connection with his 
appointment, nor has Mr. Meisenheimer received any grant or award under any plan, contract or arrangement, in 
connection with his appointment. Like all other executive officers of Atmos Energy, Mr. Meisenheimer is an “at 
will” employee of the company and therefore does not have an employment agreement with the company. As of the 
effective date of his appointment, Mr. Meisenheimer’s annual salary has increased to $350,000 and he will 
continue to participate in all other applicable incentive, benefit, change in control and other executive 
compensation plans offered by the company. A copy of the news release issued on February 3,2009 announcing 
Mr. Meisenheher’s appointment is filed herewith as Exhibit 99.2. 

Item 9.01. Financial Statements and Exhibits. 
(d) Exhibits. 

99.1 

99.2 

News Release issued by Atmos Energy Corporation dated February 4,2009 

News Release issued by Atmos Energy Corporation dated February 3,2009 

2 
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SIGNATURE 

hrsuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORATION 
(Registrant) 

By: Is! LOUIS P. GREGORY -- 
Louis P. Gregory 
Senior Vice President and General Counsel 

DATE February 6,2009 
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News Release 

energy 
MEDIA CONTACT: 
Gerald Hunter (972) 855-3 116 

ANALYSTS CONTACT: 
Susan Giles (972) 855-3729 

Atmos Energy Announces Retirement of 
Dan Busbee from Board of Directors 

DALLAS (February 4,2OOB)--Atmos Energy Corporation today announced that Dan Busbee bas retired from the company’s 
board of directors effective today, following the company’s annual meeting of shareholders, after more than two decades of 
service to the company. 

Busbee first joined Abnos Energy’s board in 1988. During his tenure on the Atmas Energy board, Busbee served as chairman 
of the audit committee for 15 years and as a member of the executive and human resources committees. 

“Dan’s vision, guidance and wisdom have been crucial in guiding the direction of our company as a key member of our board 
of directors over the last 20 years,” said Robert W. Best, chairman and chief executive officer of Atmos Energy. “We are 
very thankful to Dan for the outstanding contributions he has made to our company and we will miss him very much.” 

A graduate of the Southern Methodist IJniversity Dedman School of Law, Busbee also holds an undergraduate business 
degree from SMIJ. A practicing lawyer for almost 40 years, Busbee was a lawyer and shareholder of the law fm now known 
as Locke Lord Bissell & Liddell. He also served as an adjunct professor of law at SMU for a number of years. 

About Atmos Energy 
Atmos Energy Corporation, headquartered in Dallas, is the country’s largest natural-gas-only distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states from the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Atmos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primarily in the Midwest and Southeast and manages company-owned 
natural gas pipeline and storage assets, including one of the largest intrastate natural gas pipeline systems in Texas. Atmos 
Energy is a Fortune 500 company. For more information, visit yyw.atmosenergyzcsm-. 
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Atmos Energy Promotes Fred Meisenheimer 
to Senior Vice President and Chief Financial Officer 

DALLAS (February 3,2009)--Atmos Energy Corporation (NYSE: ATO) today announced it has promoted Fred 
Meisenheher from vice president and controller to senior vice president and chief financial officer. Mr. Meisenheimer has 
been acting as interim chief financial officer since January 1,2009, and will continue in his role as controller. 

“Fred’s contribution to Atmos Energy’s success over the past eight years has made him an invaluable member of the 
leadership team,” said Robert W. Best, chairman and chief executive officer of Atmos Energy Corporation. W e  are fortunate 
to have such a talented and respected individual to take over as chief financial officer.” 

Meisenheher joined Amos Energy in June 2000 as vice president and controller. Before joining Atmos Energy, Fred was 
controller of Vartec Telecom, a privately-held telecorn services provider where he was responsible for all accounting and 
treasury operations. Previously, he served as assistant controller and general auditor for Oryx Energy Corporation fiom 1988 
to 1999. 

Meisenheimer earned a bachelor’s degree in accounting from Stephen F. Austin State University and an M.B.A. degree fiom 
Southern Methodist University. 

About Atmos Energy 
Atmos Energy Corporation, headquartered in Dallas, is the country’s largest natural-gas-only distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states from the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Atmos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primarily in the Midwest and Southeast and manages company-owned 
natural gas pipeline and storage assets, including one of the largest intrastate natural gas pipeline systems in Texas. Atmos 
Energy is a Fortune 500 company. For more information, visit www.atmosenergy.com . 
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UNITED STATES 
SECURITIES AND EXCHANGE COMIMISSION 

Washington, D.C. 20549 

Form 8-K 

Current Report Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 

February 3,2009 
Date of Report (Date of eartiest event reported) 

ATMOS ENERGY CORPORATION 
(Exact Name of Registrant as Specified in its Charter) 

TEXAS AND VIRGINIA 
(State or Othcr Jurisdiction 

of  Incorporation) 

1-10042 
(Commission Fde Number) 

1800 TJXREE LJNCOLJN CENTRE, 
5430 La7 FREEWAY, DALLAS, TEXAS 

(Address of Principal Executive Offices) 

(972) 934-9227 
(Registrant's Telephone Number, Iucluding Area Code) 

Not Applicable 
(Former Name or Former Address, if Changed Since Last Report) 

75-1743247 
(I.R.S. Employer 

Identification No.) 

75240 
(Zip Code) 

Check the appropriate box below if the Form 8-K filing is intended to shultaneously satisfy the filing obligation of the 
registrant under any of the following provisions: 

CI Written communications pursuant to Rule 425 under the Securities Act (I 7 CFR 230.425) 

Soliciting material pursuant to Rule '14a-12 under the Exchange Act (17 CFR 240.14a-12) 

Pre-commencement communications pursuant to RuIe 14d-2(b) under the Exchange Act (1 7 CFR 240.14d-2@)) 

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (1  7 CFR 240.13e-4(c)) 
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Item 2.02. Results of Operations and Financial Condition. 
On Tuesday, February 3,2009, Amos Energy Corporation (the “Company”) issued a news release in which it reported 

the Company’s fmaucial results for the first quarter of the 2009 fiscal year, which ends September 30,2009, and that certain 
of its officers would discuss such financial results in a conference call on Wednesday, February 4,2009 at 8:OO a.m. Eastern 
Time. In the release, the Company also announced that the call would be webcast Iive and that slides for the webcast would 
be available on its Web site for afl interested parties. 

A copy of the news release is h i s h e d  as Exhibit 99.1. ?he information &mished in this Item 2.02 and in Exhibit 99.1 
shall not be deemed to be “filed” for purposes of Section 18 of the Exchange Act or otherwise subject to the liabilities of that 
section, nor shall such information be deemed to be incorporated by reference into any of the Company’s filings under the 
Securities Act or the Exchange Act. 

ltem 9.01. Financial Statements and Exhibits. 
(d) Exhibits 

99.1 News Release dated February 3,2009 (furnished under Item 2.02) 
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SIGNATURE 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized. 

ATh4OS ENERGY CORPORATION 
(Registrant) 

DATF? February 3,2009 By: /SI LOUS P. GREGORY 
Louis P. Gregory 
Senior Vice President and General Counsel 
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Exbibit 
-- Number Description 

99.1 News Release dated February 3,2009 (furnished under Item 2,02) 
Exhibit 99.1 

News Release 

Analysts and Media Contact: 
Susan Giles (972) 855-3729 

Atmos Energy Corporation Reports Earnings for the Fiscal 2009 First Quarter; 
Company Affirms Fiscal 2009 Guidance 

DALLAS (February 3,2009)---Atmos Energy Corporation (NYSE: ATO) today reported consolidated results for its fiscal 
2009 first quarter ended December 3 I, 2008. 

Fiscal 2009 first quarter net income was $76.0 million, or $0.83 per diluted share, compared with net income of 
$73.8 million, or $0.82 per diluted share in the prior-year quarter. 
Consolidated results include noncash, unrealized mark-to-market net losses of $142 million, or $0.16 per diluted 
share for the first quarter of fiscal 2009, compared with net gains of $18.5 million, or $0.21 per diluted share for the 
prior-year quarter. 
Regulated operations contributed $57.8 million of net income, or $0.63 per diluted share fur the fiscal 2009 first 
quarter, compared with $50.0 million of net income or $0.56 per diIuted share in the prior-year quarter. 
Nonregulated operations contributed $18.2 million of net income in the fiscal 2009 first quarter, or $0.20 per 
diluted share, compared with $23.8 million of net income or $0.26 per diluted share for the same period last year. 
Atmos Energy affirms its fiscal 2009 earnings guidance of $2.05 to $2.15 per diluted share. - 

“Results for the first quarter of fiscal 2009 are both strong and encouraging,” said Robert W. Best, chairman and chief 
executive officer of Atmos Energy Corporation. “Our regulated gas distribution business experienced a 25 percent increase in 
net income from a year ago due to improvements in rate design and execution of our regulatory strategy. As anticipated, our 
nonregulated marketing business experienced margin growth &om cycling storage gas to meet winter demand and realizing 
the associated economic value captured last year. Additionally, we are gratified that our efforts to strengthen the balance 
sheet have been recognized, as evidenced by the recent positive changes to our corporate credit ratings. We remain confident 
that Atmos Energy is on irack to meet our goal of growing annual earnings in the 4 to 6 percent range, on average.” 
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Natural gas distribution gross profit increased $25.2 million to $298.4 million for the fiscal 2009 first quarter, compared with 
$273.2 million in the prior-year quarter, before intersegment eliminations. This increase reflects a net $15.3 million increase 
in rates primarily in the Mid-Tex and Louisiana divisions, a six percent increase in throughput and increased transportation 
margins associated with higher transportation rates and throughput. Additionally, gross profit increased $8.1 million due to a 
non-recuning update to the estimate for gas delivered to customers but not yet billed, resulting from base rate changes in 
several jurisdictions. 

Regulated transmission and starage gross profit increased $9.7 million to $54.7 million for the three months ended 
December 3 1 , 2008, compared with $45.0 million for the three months ended December 3 1,2007, before intersegment 
eliminations. The increase reflects significantly higher priority reservation fees and per-unit margins earned from through- 
system deliveries, increased city-gate deliveries to the Mid-Tex Division and increased revenues resulting from filings under 
the Texas Gas Reliability fnfrashvcture Program (GRIP). 

Natural gas marketing gross profit decreased $16.0 miIIion to $30.0 miIIion for the fiscal 2009 first quarter, compared with 
$46.0 million for the fiscal 2008 first quarter, before intersegment eliminations. This decrease primarily reflects a $53.8 
million reduction in unrealized margins quarter over quarter. Storage and trading margins increased $37.5 million compared 
with the prior-year quarter, primarily due to the recognition by Atmos Energy Marketing (AEM) of storage withdrawal gains 
captured during fiscal 2008, as a result of deferring storage withdrawaIs and rolling the associated financial instruments to 
forward months. 

Pipeline, storage and other gross profit increased $6.5 million to $12.5 million for the three months ended December 3 I, 
2008, compared with $6.0 million for the three months ended December 31,2007, before intersegment eliminations. The 
increase primarily reflects higher transportation margins earned under asset optimization agreements, 

Consolidated operation and maintenance expense for the first quarter of fiscal 2009 was $134.8 million, compared with 
$121.2 million for the fmt quarter last year. Excluding the provision for doubtful accounts, operation and maintenance 
expense for the current quarter increased $14.9 million compared with the prior-year quarter. The increase primarily results 
&om higher employee wages and benefits costs and higher pipeline maintenance costs. 

The provision for doubthl accounts was $3.3 million for the three months ended December 31 , 2008, compared with $4.6 
milIion for three months ended December 31,2007. The $1.3 million decrease primarily results from the Mid-Tex Division’s 
ability to recover the gas cost portion of bad debts through the Rate Review Mechanism (RRM), which became effective 
November 1,2008. In the natural gas distribution segment, the average cost of natural gas for the three months ended 
December 3 1,2008, was $8.28 per thousand cubic feet (Mcf), compared with $7.73 per Mcf for the same quarter last year. 

Interest charges for the three months ended December 3 1,2008 were $39.0 million, compared with $36.8 rnilIion for the 
three months ended December 3 I ,  2007. The $2.2 milIion quarter-over-quarter increase reflects higher commercial paper 
rates, increased line of credit commitment fees and higher average short-term debt balances experienced during the current- 
year quarter, compared with the prior-year quarter. 

The capitalization ratio at December 31,2008, was 54.4 percent, compared with 54.6 percent at September 30,2008, and 
53.4 percent at December 31,2007. The current portion of long-term debt includes the Company’s $400 million 4.00% 
unsecured senior notes, which will mature in October 2009. Short-term debt was $360.8 million at December 31,2008, 
compared to $350.5 million at September 30,2008, and $202.2 million at December 31,2007. 
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For the three months ended December 31,2008, operating activities provided cash of $150.7 million, compared with $61.4 
million for the three months ended December 31,2007. Quarter over quarter, the increase in operating cash flow primarily 
reflects favorable workEg capital changes associated with the company’s accounts receivable and natural gas inventories. 

Capital expenditures increased to $107.4 million for the current quarter, compared with $94.2 million for tihe same period last 
year. The $13.2 million increase primarily reflects spending for a nonregulated growth project and regulatory compliance 
spending in the Mid-Tex Division. 

Outlook 

The leadership of Atmos Energy remains focused on enhancing shareholder value by delivering consistent earnings growth. 
Atrnos Energy continues to project fiscal 2009 earnings to be in the range of $2.05 to $2.15 per diluted share, excluding any 
material mark-to-market impact. Major assumptions underlying the earnings projection remain unchanged. Capital 
expenditures for fiscal 2009 are expected to range fiom $500 million to $5 15 million. 

However, the mark-to-market impact on the nonregulated marketing company’s physical storage inventory at September 30, 
2009, and changes in events or other circumstances that the company cannot currently anticipate or predict, including adverse 
credit market conditions, could result in e d g s  for fiscal 2009 that are significantly above or below this outlook. Factors 
that could cause such changes are described below in Forward-Looking Statements and in other company documents on file 
with the Securities and Exchange Commission. 

Atmas Energy continues to experience marked improvement in the cost and access to the commercial paper market and 
believes it has sufficient liquidity to support its operating and capital spending plans. Amounts available to the company 
under existing and new credit facilities coupled with operating cash flow should provide the necessary liquidity to hnd  the 
company’s common stock dividend, working capital needs and capital expenditures for fiscal 2009. Further, the company is 
evaluating alternatives to refinance its $400 million 4.00% unsecured senior notes maturing in October 2009. 

Conference Call to be Webcast February 4,2009 

Amos Energy will host a conference call with hancial anaIysts to discuss the financial results for the fiscal 2009 first 
quarter on Wednesday, February 4,2009, at 8 a.m. EST. The telephone number is 800-218-0204. The conference call will be 
webcast live on the Atmos Energy Web site at m.atouosener_p?r.com . A slide presentation and a playback of the call will 
be available on the Web site later that day. Amos Energy senior leadership who wiu participate in the conference call 
include: Bob Best, chairman and chief executive officer; Kim Cocklin, president and chief operating officer; Fred 
Meisenheimer, vice president, interim chief financial officer arid controller; and Mark Johnson, senior vice president, 
nonregulated operations. 
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Other Highlights and Recent Developments 

$375 Million Committed Revolving Credit Facility 
On December 30,2008, Atmos Energy Marketing, LLC (AEM), amended its existing $580 million uncommitted demand 
working capital credit facility to convert it to a 364-day, $375 million committed revolving credit facility. The amended 
credit facility also provides the ability to increase the borrowing base up to a maximum of $450. The amended credit facility 
will expire on December 29,2009. 

Credit Ratings Upgraded 
On December 23,2008, Standard and Poor’s Ratings Services (S&P) raised its corporate credit rating on Atmos Energy 
Corporation from BBB to BBB+ and said the outlook for d e  company is “Stable”. 

On January 8,2009, Moody’s Investors Service changed Amos Energy Corporation’s rating outlook to “Positive” from 
“Stable” and affirmed the company’s ratings at Baa3. 

Executive Officer Changes 
On December 2,2008, Atmos Energy announced the resignation of Pat Reddy, senior vice president and chief financial 
officer, effective December 3 1 , 2008. Fred Meisenheher, vice president and con&oller, has been appointed by the board of 
directors to serve as interim chief financial officer, effective January 1,2009, until a successor is appointed. 

On December 1,2008, Charles M. Davis, Jr. was named as vice president, corporate development. Mr. Davis will be working 
with Atmos Energy’s senior management to develop and implement a strategy to identify and evaluate internal and external 
grawth opportunities. He reports to Kim R. Cocklin, president and chief operating officer of Amos Energy. 

‘rliis news release should be read in conjunction with the attached unaudited financial information. 
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Forward-Looking Statements 

The matters discussed in this news release may contain “forward-looking statements” within the meaning of Section 27A of 
the Securities Act of 1933 and Section 21 E of the Securities Exchange Act of 1934. All statements other than statements of 
historical fact included in this news release are forward-looking statements made in good faith by the company and are 
intended to qualify for the safe harbor from liability established by the Private Securities Litigation Reform Act of 1995. 
When used in this news release or ‘in any of the company’s other documents or oral presentations, the words “anti~ipate,’~ 
“believe,” “estimate,” “expect,” “forecast,” “goal,” “‘intend,” “objective,” “plan,” “projection,” “seek,” “strategy” or similar 
words are intended to identify forward-looking statements. Such forward-looking statements are subject to risks and 
uncertainties that could cause actual results to differ materially fkom those discussed in this news release, including the risks 
and uncertainties relating to regulatory trends and decisions, the company’s ability to continue to access the capital markets 
and the other factors discussed in the company’s filings with the Securities and Exchange Commission. These factors include 
the risks and uncertainties discussed in the company’s Annual Report on Form 10-K for the fiscal year ended September 30, 
2008. Although the company believes these forward-looking statements to be reasonable, there can be no assurance that they 
will approximate actual experience or that the expectations derived fiom them will be realized. Tbe company undertakes no 
obligation to update or revise forward-looking statements, whether as a result of new information, future events or otherwise. 

About Atmos Energy 

Atmos Energy Corporation, headquartered in Dallas, is the country’s largest natural-gas-only distributor, serving about 
3.2 million natural gas distribution customers inmore than 1,600 communities in 12 states from the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Atmos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primarily in the Midwest and Southeast and xnanages company-owned 
natural gas pipeline and storage assets, including one of the largest intrastate natural gas pipeline systems in Texas. Amos 
Energy is a Fortune 500 company. For more information, visit wwv.atmosenerm.com . 
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Atmos Energy Corporation 
Financial Highlights (JJnaudited) 

Statements of Income 

(000s except per share) 

Gross Profit: 
Natural gas distriiution segment 
Regulated transmission and storage segment 
Natural gas marketing segment 
Pjpeline, storage and other segment 
Intersegment eliminations 

Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
Taxes, other than income 

Total operating expenses 

Operating income 

Miscellaneous expense 
Interest charges 

hcome before income taxes 
Income tax expense 
Net income 
Basic net income per share 
Diluted net income per share 

Cash dividends per share 

Weighted average shares outstanding: 
Basic 
Diluted 

Summary Net lncome by Segment (000s) 

Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage and other 

Consolidated net income 

6 

Percentage Three Months Ended 
December 31 

2008 2007 Change 

$298,384 $273,200 9% 
54,682 45,046 21% 
30,023 45,963 (35)% 
12,545 5,998 109% 

26% -- (422) (569) 
395,212 369,638 7% 

134,755 
53,126 
L- 44 137 
232,018 

163,194 

38,991 

123.902 

(301) 

121,189 11% 
48,s 13 10% 
41,427 7% 

211,129 10% 

158,509 3 ?'o 

224% 
6% 

121.599 2% 

(93) 
36,817 

-L__ -1.- 

471939 471796 - %  
$ 75,963 $ 73,803 3% 
$ 0.84 $ 0.83 
$ 0.83 $ 0.82 

$ .330 $ .325 

90,471 89,006 
9 1,066 89,608 

Three Months Ended Percentage 

2008 2007 Change 

December 31 

-- 
$50,133 $40,164 25% 

7,661 9,847 (22)% 
10.575 20.600 149)% 
71594 3.192 138% -A- 

$75,963 $73,803 3% 
_ _ _ I - _ _ _ _  
- _ _ _ I -  

911 712009 
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Atmos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Condcnsed Balance She& 
(000s) 
Net property, plant and equipment 

Cash and cash equivalents 
Accounts receivable, net 
Gas stored underground 
Other current assets 

Total current assets 

Goodwill and intangible assets 
Deferred charges and other assets 

Shareholders’ equity 
Long-term debt 

Total capitalization 

Accounts payable and accrued liabilities 
Other current liabilities 
Short-term debt 
Current maturities of long-term debt 

Total current liabilities 

Deferred income taxes 
Deferred credits and other liabilities 

http://wv\rw.investquest.com/iq/alato/iinl8Mato8 k0203 09. htm 

December 31, 

2008 -~ 
$4,194,748 

69,799 
833,125 
582,743 
197,44 1 

1,683,108 

738,929 
202,114 

$6,818,899 

$2,078,076 
1,7 19,920 

3,797,996 

815,095 
441,481 
360,833 
400,507 

2,017,916 

43 1. ,324 
571,663 

$48 18,899 

7 

September 30, 

2008 
__I- 

$4,136,859 

46,717 
477,151 
576,6 17 

- 184,619 

1,285,104 

739,086 
225,650 

$6,3 86,699 

$2,052,492 
2,119,792 

4,172,2 84 

395,388 
460,372 
350,542 

785 

1,207,087 

441,302 
566,026 

$6,386,699 

9/17/2009 
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Atrnos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Three Months Ended 
Condensed Statements of Cash Flows 
(000s) 

Cash flows from operating activities 

Net income 
Depreciation and amortization 
Deferred income taxes 
Changes in assets and liabilities 
Other 

Net cash provided by operating activities 

Cash flows from investing activities 

Capital expenditures 
Other, net 

Cash flows from financing activities 

Net increase in short-term debt 
Repayment of long-term debt 
Cash dividends paid 
Issuance of common stock 

Net cash used in investing activities 

Net cash provided by (used in) financing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash equjvaIents at end of period 

S&tiSticS 

Consolidated natural gas distribution throug,put (MMcf as metered) 
Consolidated regulated transmission and storage transportation volumes (MMcf) 
Consolidated natural gas marketing sales volumes (MMcf) 
Natural gas distribution meters in service 
Natural gas distribution average cost of gas 
Natural gas marketing net physical position (Bcf) 

### 
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December 31 
2008 2007 

$ 75,963 
53,134 
27,175 

(1 3,240) 
7,683 

150,715 

(107,367) 

(108,577) 
(1,210) 

5,3 12 

(303 65) 
6,075 

(1 9,056) 

23,082 
46,717 

$ 69,799 

(278) 

$ 73,803 
48,536 
11,978 

(77,286) 
4,406 

61,437 

(94,155) 

(96,029) 
(1,874) 

50,690 

(29,178) 
5,970 

25,741 

60,725 
$ 5 1,874 

(1,741) 

--- 
(8,851) 

Three Months Ended 
December 31 

2008 2007 - 
125,782 118,516 
135,858 136,200 
93,308 96,206 

3,214,377 3,222,330 
$ 8.28 $ 7.73 

16.3 17.7 

9/17/2009 
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SECURITIES 

-K 
Current Report Pursuant to Section 13 or 

15(d) of the Securities Exchange Act of 1934 

December 30,2008 
Date of Report @ate of earliest event reported) 

ATMOS ENE CORPORATION 
(Exact Name of Registrant as Spceified in its Charter) 

TEXAS AND VIRGINIA 1-10042 
(State or Other Jurisdiction 

of Incorporation) 
(Commission P i c  Number) 

1800 THREE LINCOLN CENTRE, 
5430 LBJ FREEWAY, DALLAS, TEXAS 

(Address of Principal Executive Of6ces) 

(972) 934-9227 
(Registrant’s Telephone Number, Including Area Code) 

Not Applicable 
(Former Name or Former Address, if Changed Since Last Report) 

75-1743247 
(I.R.S. Empioyer 
Identifieation No.) 

75240 
(Zip Code) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the 
registrant under any of the following provisions: 

0 

0 

Written communications pursuant to Rule 425 under the Securities Act ( I  7 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

Pre-commencement communications pursuant to Rule 14d-%(b) under the Exchange Act (17 CFR 240.14d-2(b)) 

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CER 240.13e-4(c)) 
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Item 1.01. Entry into a Material Definitive Agreement 

wholly-owned by Atmos Energy Holdings, hc., a Delaware corporation and a wholly-owned subsidiary of Amos Energy 
Corporation, entered into the Third Amended and Restated Credit Agreement, by and among AEM, BNP Paribas, a bank 
organized under the laws of France, as administrative agent, collateral agent, as an issuing bank and as a bank, Fortis Bank 
SAMV, New York Branch, a bank organized under the laws of Belgium, as documentation agent, as an issuing bank and as a 
bank, SociBttB GBntrale, as syndication agent, as an issuing bank and as a bank, and a syndicate of four additional banks 
identified therein. 

On December 30,2008, Amos Energy Marketing, LLC (“AEM”), a Delaware limited liability company, which is 

The Third Amended and Restated Credit Agreement (“Credit Agreement”) represents an amendment and restatement of 
AEMs original credit agreement dated December 1,2001, as amended and restated (which was last amended March 3 1 , 
ZOOS), primarily to: (i) convert the existing uncommitted $580,000,000 borrowing base facility that was payable on demand 
to a 364-day $375,000,000 committed borrowing base revolving credit facility (subject to the satisfaction of stated financial 
guidelines and borrowing base eligibility conditions) available for revolving credit loans, “swing line loans,” as defined in the 
credit facility, and letters of credit; (ii) add an “accordion feature,” whereby the borrowing base of the facility can be 
increased in increments of at least $15,000,000 up to an additional $50,000,000 (not to exceed a maximum of $450,000,000) 
with the approval of the adminishtive agent and the receipt of additional commitments fi-om one or more financial 
institutions or lenders; (iii) add a swing line loan feature; (iv) adjust the rate of interest on base rate loans under the facility as 
discussed below; and (v) adjust the fees paid by AEM to reflect the facility’s conversion to a committed basis and prevailing 
credit market conditions. 

The credit facility will continue to be used to provide loans to AEM and issue letters o f  credit for the account of AEM, 
primarily in order to continue to provide working capita1 for its natural gas marketing business. At AEM’s option, 
Borrowings made under the credit facility will be based on a base rate or an offshore rate, in each case plus an applicable 
margin. The base rate will be a floating rate equal to the higher of: (a) 0.50% per annum above the latest federal funds rate; 
(b) the per annum rate of interest established by BNP Pan’bas &om time to time as its “prime rate” or “base rate” for U.S. 
dollar loans; (c) an offshore rate (based on 1,IBOR with a one-month interest period) as in effect fr-om time to time; and 
(d) the “cost of funds” rate based on an average of interest rates reported by one or more of the lenders to the administrative 
agent. The offshore rate will be a floating rate equal to the higher of (a) an offshore rate based upon LUBOR for the applicable 
interest period; and (b) a “cost of funds’’ rate referred to above. In the case of both base rate and offshore rate loans, the 
applicable margin will range from 2.250% to 2.625% per annum, depending on the excess tangible net worth of AEM, as 
defined in the credit facility. 

Based on current conditions, base rate loans would bear interest at 5.50% per annum (3.25% base rate + 2.25% margin). 
Based on the current LIBOR rate for a seven day period, offshore rate loans would bear interest at 2.99% per annum (0.74% 
LBOR rate + 2.25% margin). Loans made as a result of drawings under letters of credit issued by the banks will bear interest 
at the base rate plus an applicable margin ranging fiom 2.250% to 2.875% per annum, depending on the excess tangible net 
worth of AEM and whether the letters of credit are swap-related. 

The credit facility will expire 364 days from its effective date, at which time all amounts outstanding under the facility 
will be due and payable, except for any letters of credit outstanding at that date, all of which will be due no later than 
March 31,2010. The credit facility contains usual and customary covenants for transactions ofthis type, including covenants 
limiting liens, additional indebtedness and mergers. AEM will be required not to exceed a maximum ratio of 

2 
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total liabilities to tangible net worth of 5.00 to 1-00, along with maintaining minimum levels of net working capital and net 
worth ranging from $75,000,000 to $1 12,500,000, as all such terms are defined in the credit facility, dependmg on the total 
amount of borrowing elected from time to time by AEM. The credit facility is secured by substantially all of the assets of 
AEM and is guaranteed by its parent company, Amos Energy Holdings, Inc. 

i 

In the event of a default by AEM under the credit facility, including cross-defaults relating to specified other 
indebfedness of AEM having a phcipal amount of more than $250,000 in the aggregate, the administrative agent may, and 
shall upon the request of a certain minimum number of the banks, terminate the obligations of the banks to make loans or 
issue letters of credit under the credit facility, declare the amount outstanding payable immediately, including all accrued 
interest and unpaid fees, and enforce any and all rights and interests created and existing under the credit facility documents, 
including, without hitation, all rights of set-off and all other rights available under the law. 

With respect to the other parties to the credit facility, AEM has or may have had customary banking relationships based 
on the provision of a variety of financial services, including the purchase and sale of financial instruments traded on various 
commodity exchanges, none of which are material individually or in the aggregate with respect to any individual pxty, other 
than BNP Paribas, which relationship is material to AEM. These financial instruments include, but are not limited to, 
NYMEX futures and over-the-counter natural gas hedges. In addition, AEM or its aEliates have or may have purchased 
natural gas on an arm’s length basis based upon market prices from one of more aftiliates of the other parties to the credit 
facility. A copy of the Credit Agreement is attached hereto as Exhibit 10.1, which is incorporated herein by reference. The 
foregoing summary does not purport to be complete and is qualified in its entirety by reference to the Credit Agreement. 

Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a 
Registrant. 

The information described in Item 1.01 above is hereby incorporated herein by reference. 

3 
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Item 9.01. Financial Statements and Exhibits. 
(d) Exhibits. 

10.1 Third Amended and Restated Credit Agreement, dated as of December 30,2008, among Atmos 
Energy Marketing, LLC, a Delaware limited liability company, BNP Pmibas, a bank organized under 
the laws of France, as administrative agent, collateral agent, as an issuing bank and as a bank, Fortis 
Bank SA/NV,  New York Branch, a bank organized under the laws of Belgium, as documentation 
agent, as an issuing bank and as a bank, Societe Gen6rale, as syndication agent, as an issuing bank 
and as a bank and the other financial institutions which may become parties thereto. 
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Punuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 
signed on its behalfby the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORATION 
(Registrant) 

By: /s/ LOUIS P. GREGORY 
Louis P. Gregory 
Senior Vice President and General Counsel 

5 

Date: January 5,2009 
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INDEX TO EXHIBITS 

Exhibit 
Number Description 

10.1 Third Amended and Restated Credit Agreement, dated as of December 30,2008, among Atmos Energy 
Marketing, LLC, a Delaware limited liability company, BNP Paribas, a bank organized under the laws of 
France, as administrative agent, collateral agent, as an issuing bank and as a bank, Fortis Bank SA/NV, New 
York Branch, a bank organized under the laws of Belgium, as documentation agent, as an issuing bank and as a 
bank, Soci6t6 Gknkrale, as syndication agent, as an issuing bank and as a bank and the other fmancial 
institutions which may become parties thereto. 

6 
Exhibit 10.1 

THIRD AMENDED AND RESTATED CREDIT AGREEMENT 

Dated to be Effective as of December 30,2008 

among 

ATMOS ENERGY MARKETING, LLC, 
as Borrower, 

BNP PARIBAS 
as Administrative Agent, Collateral Agent, an Issuing Bank, and a Bank, 

FORTIS BANK SA/NV, NEW YORK BRANCEI, 
as Documentation Agent, an Issuing Bank, and a Bank 

SOCIETE GENERALE, 
as Syndication Agent, Issuing Bank and a Bank 

and 

THE OTHER FINANCIAL INSTITUTIONS WHICH 
MAY BECOME PARTIES HERETO 
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THIRD AMENDED AND RESTATED CREDIT AGREEMENT 

This THIRI) AMENDED AND RESTATED CREDIT AGREEMENT (as amended, supplemented and otherwise 
modified fiom time to time, the “Agreement?) is entered into effective as of December 30,2008, among ATMOS EPERGY 
MARKETING, LLC, a Delaware limited liability company (the “ Borrower ”), BNP PARIBAS, a bank organized under the 
laws of France, as a Bank, as an Issuing Bank, and as Administrative Agent for the Banks, and as Collateral Agent, FORTIS 
BANK SANV, NEW YORK BRANCH, a bank organized under the laws of Belgium, as a Bank, as an Issuing Bank, and as 
Documentation Agent, SOCIETE GENERALE, as syndication agent (in such capacity, “ Syndication Agent ”), an Issuing 
Bank, and a Bank, and each other financial institution which may become a party hereto (collectively the “ Banks ’7. 

W R E A S ,  the Borrower, the Agents, the Issuing Banks and the Banks entered into that certain Credit Agreement 
dated as of December 1,2001 (as amended and restated by the Uncommitted Amended and Restated Credit Agreement dated 
as of July 1,2002 and the Uncommitted Second Amended and Restated Credit Agreement dated as of March 30,2005, and as 
further amended by the First Amendment dated as of November 28,200.5 to the 17ncommitted Second Amended and Restated 
Credit Agreement, the Second Amendment dated as of March 3 1,2006 to the TJncommitted Second Amended and Restated 
Credit Agreement, the Third Amendment dated March 30,2007 to the Uncommitted Second Amended and Restated Credit 
Agreement, the Fourth Amendment dated March 31,2008 to the Uncommitted Second Amended and Restated Credit 
Agreement, and as otherwise amended, supplemented and modified through the date hereof, the “ Qri$A Credit Agreement 
”) with respect to an uncommitted facility, including an uncommitted letter of credit facility. 

WHEREAS, the Borrower, the Agents, the Issuing Banks and the Banks desire to amend and restate the Original Credit 
Agreement so that, fiom time to time, the Banks, on a committed basis, continue to make loans to the Borrower and continue 
to issue Letters of Credit for the account of the Borrower in order to provide working capital to the Borrower, to facilitate the 
Borrower’s purchases of natural gas in the ordinary course of business, to secure swap and physical trade counterparties for 
out-of-the-money swap and physical trade obligations, and for such other purposes set forth herein. The Banks have indicated 
their willingness to continue to lend such amounts and to continue to issue and participate in such Letters of Credit 011 the 
terms and conditions of this Agreement. 
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NOW, THEmFORE, in consideration of the mutual agreements, provisions and covenants contained herein, the parties 
agree as follows: 

I 

ARTICLE I 

@EHN?TLOB 
1.01 Certain Defined Terms.. The following terms have the following meanings: 
“ 

(a) $20,000,000 at such times as the Borrowing Base Sub-Cap is $300,000,000; 

(b) $25,000,000 at such times as the Borrowing Base Sub-cap is $350,000,000; 

(c) $30,000,000 at such times as the Borrowing Base Sub-Cap is $400,000,000; and 

(d) $35,000,000 at such times as the Borrowing Base Sub-Cap is $450,000,000. 

360-Day L/C Cap ” means a cap upon 360-Day Letters of Credit with the following limits: 

The “360-Day L/C Cap” shall not be interpolated between Borrowing Base Sub-Cap levels and shall remain at the lower 
level until the higher Borrower Base-Sub Cap level is elected by the Borrower. The Borrowing Base Sub-Cap shall at no time 
exceed the Total Committed Line Portion. 

“ 360-Day L/C Maturity Date ” means December 30,201 0. 

“ 360-Day Letter of Credit ” means any letter of credit (whether a standby letter of credit or commercial documentary 
letter of credit) that is Issued by an Issuing Bank pursuant to Article III, to the extent that such letter of credit (a) is Issued in 
connection with trade-related obligations in the ordinary come  of business of the Borrower and its Subsidiaries, (b) expires 
not later than the first to occur of (i) the 360-day anniversary of the Issuance of such letter of credit or (ii) the 360-Day L/C 
Maturity Date, and (c) immediately after giving effect to the Issuance thereof, does not cause the aggregate undrawn amount 
of all outstanding 360-Day Letters of Credit, together with the amount of all unreimbursed drawings under all 360-Day 
Letters of Credit, to be an amount in excess of the 360-Day L/C Cap. 

‘‘ Account ” has the meaning stated in the New York Uniform Commercial Code. 

“ Account Debtor ” means a Person who is obligated to the Borrower under an Account o f  the Borrower. 

2 
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‘‘ Acquisition ” means any transaction or series of related transactions for the purpose of or resulting, directly or 
indirectly, in (a) the acquisition of all or substantially all of the assets of a Person, or of any business or division of a Person, 
(b) the acquisition of in excess of 50% ofthe capital stock, partnership interests or equity of any Person, or otherwise causing 
any Person to become a Subsidiary, or (c) a merger or consolidation or any other combination with another Person (other 
than a Person that is a Subsidiary); provided , however, that the relevant Borrower or the Subsidiary is the surviving entity. 

Days after receipt by Bank of America, N.A. of a written notice fi-om BNP Paribas (or its successor or assignee under the 
Three Party Agreement in the form of Exhibit B to the Three Party Agreement). 

successor agent arising under Sction 10.09 . 

LL Activation Period ’’ means the period which commences within a reasonable period of time not to exceed two Business 

“ Administrative Agent” means BNP Paribas in its capacity as administrative agent for the Banks hereunder, and any 

‘‘ Administrative Agent’s Payment Office” means the address for payments set forth on ScheduleJ-l&bereto in 
relation to the Administrative Agent, or such other address as the Administrative Agent may &om time to time specify. 

(i) sixty (60) days &om the date of the Borrowing, or the (ii) Expiration Date; (b) Revolving Loans that are Offshore Rate 
Loans, the earliest to occur of (i) sixty (60) days from the date of the Borrowing, (ii) the end of the Interest Period for such 
Offshore Rate Loan; or (iii) the Expiration Date; and (c) Swing Line Loans, the earliest to occur of (i) five ( 5 )  Business Days 
&om the date of the Borrowing, (ii) demand for repayment of such Borrowing; or (iii) the Expiration Date. 

“ Affiliate ” means, as to any Person, any other Person which, directly or indirectly, is in control of, is controlled by, or 
is under common controi with, such Person. A Person shall be deemed to control another Person if the controlling Person 
possesses, directly or indirectly, the power to direct or cause the direction of the management and policies of the other 
Person, whether through the ownership of voting securities, by contract, or otherwise. 

“ Date ” means with respect to (a) Revolving Loans that are Base Rate Loans, the earliest to occur of 

“ AFents ” means the Adminisfrative Agent, the Collateral Agent, the Documentation Agent and the Syndication Agent. 

“ Agent-Related Persons ’’ means the Administrative Agent, the Collateral Agent, the Documentation Agent and the 
Syndication Agent, together with their respective Affiliates and the officers, directors, employees, agents and attorneys-in- 
fact ofsuch Persons and Affiiates. 

‘‘ Ameement ” means this Credit Agreement. 
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“ ApplicablgMargk” means with respect to Base Rate Loans, Offshore Rate Loans, Swing Line Loans, Loans tied to 
the Reference Bank Cost of Fund Rate, Letters of Credit, and SPT-Related Letters of Credit, for any day, the applicable rate 
per m u m  set forth below, based upon the Excess Tangible Net Worth determined as the last day of the most recently ended 
fiscal quarter: 

Excess 
Tangible Net Worth 
Less than or equal to $25,000,000 
Greater than $25,000,000 and less than or equal 

Greater ttian $50,000,000 and less or equal to 

Greater than $75,000,000 

to $50,000,000 

$75,000,000 

Applicable Margin 
for Base Rate Loans, 
Offshore Rate Loans, 

Swing Lie Loans, 
and Loans tied to the 
Referenee Bank Cost 

of Funds Rate 
2.625% 

2.500% 

2.375% 
2.250% 

Applicable Margin 
for Letters of Credil 

(including Physical 
Trade Deiivery- 
Related Standby 
Letters of Credit) 

2.625% 

2.500% 

2.375% 
2.250% 

Applicable Margin for 

SPT-Related Standby 
Letters of Credit 

(other than Physical 
Related Trade Delvery- Standby 

Letters of Credit) 
2.875% 

2.750% 

2.625% 
2.500% 

For the purposes of the foregoing, the Excess Tangible Net Worth shall be determined based upon the Borrower’s most 
recent consofidated financial statements delivered pursuant to Section 7.01(c) , and each change in the Applicable 
Margin resulting from a change in the Excess Tangible Net Worth shall be effective during the period commencing on 
and including the date of delivery to the Administrative Agent of such consolidated fiuancial statements indicating such 
change and ending on the date immediately preceding the effective date of the next such change; provided that the 
Excess Tangible Net Worth shall be deemed to be less than or equal to $25,000,000 at any time that an Event of Default 
has occurred and is continuing. 

‘‘ Assignee ” has the meaning specified in Subsection 1 1.08(a) . 

“ Afxnos Support Agreement ” means an agreement of Amos Energy Corporation to provide certain support for 
Borrower and its operations and to remit insurance proceeds to the Administrative Agent, as provided therein, such 
agreement to be in form and substance acceptabre to Administrative Agent. 
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‘‘ Axornev Costs ” means and includes all reasonable fees and disbursements of any law firm or other external counsel, 

“ Available Committed Line Portion ” means, with respect to any Bank at any time, an amount equal to the excess, if 

the allocated cost of internal legal services and all disbursements of internal counsel. 

any of (a) such Bank’s Committed Line Portion then in effect oyer(b) such Bank’s total Effective Amount at such time. 

‘‘ Bank Blocked Account ” means the Collateral Agent’s account no. 323373461 maintained with Chase into which 

‘‘ -. Bankruptcv Code ” means the Federal Bankruptcy Reform Act of 1978, as amended (1 1 U.S.C. 8101, et seq. ). 

“ Banks ” shall mean Fortis, BNP Paribas, Sociktk Gknkrale, NATIXIS, acting through its New York Branch, RZB 
Finance, LLC, Brown Brothers Harriman & Co., The Royal Bank of Scotland plc and each additional lending institution 
added to this Agreement., through an amendment to this Agreement, by execution of a Committed Line Portion Addendum, 
or througb an Assignment and Acceptance in accordance with Subsection 1 I .08(a) hereof. References to the “Banks” shall 
include Fortis, BNP Paribas and Sociktt5 Gknkrale, including each in its capacity as an issuing Bank and BNP Paribas in its 
capacity as the Swing Line Bank; for purposes of clarification only, to the extent that Fortis, B W  Paribas or SociM G6nkraIe 
may have any rights or obligations in addition to those of the Banks due to their status as an Issuing Bank and as Agents, 
Fortis’, BNP Paribas’ and Soci6tk Gkn6rale’s status as such will be specifically referenced. 

determined for any day, it will be the higher of the then-determinable rates for such day): (a) 0.50% per annum above the 
latest Federal Funds Effective Rate; (b) the per annum rate of interest established by BNP Paribas fi-om time to time at its 
principal office in New York City as its “prime rate” or ‘cbase rate” for 1J.S. dollar loans (with any change in such prime rate 
or base rate to become effective as and when such prime rate or base rate changes); (c) the Offshore Rate (based on an 
Interest Period of one-month) as in effect fiom time to time; and (d) the Reference Bank Cost of Funds Rate. 

collections and available balances from the Lock Box will be deposited pursuant to Section 7.14 . 

‘‘ Base Rate ” means, for any day, the higher of the followjng rates ( provided that if any of the following rates cannot be 

‘‘ Base Rate Loan ” means any Loan bearing interest based upon the Base Rate. 

“ Basis Swap Cumulative Mark-to-Market Amount ” means the cumulative Mark-to-Market gain or loss related to 
existing undesignated basis swaps entered into by the Borrower, as reported on the most recent monthly financial statements 
received pursuant to Section 7.01(c) (or as otherwise evidenced to the satisfaction of the Administrative Agent). 

“ B-elow Index Sales Exposure ” has the meaning ascribed to such term in Section 8.1 1 hereof. 

“ BNP Paribas ” means BNP Paribas, a bank organized under the laws of France. 
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" Borrower " has the meaning ascribed to such term in the preamble. 

" -- BorrowjnLg-" means a borrowing hereunder consisting of Revolving Loans or Swing Line Loans made to the Borrower 
under Article ll. 

" Borrowing Base Advance Cap " means at any time an amount equal to the least of: 

(a) the Maximurn Line; 

(b) the Total Committed Line Portions; 

(c) the Borrowing Base Sub-Cap; or 

(d) the sum of 
(i) the amount of Cash Collateral and other liquid investments which are acceptable to the Required Banks in their 

sole discretion exercised in good faith and which are subject to a first priority perfected security interest in favor of 
Administrative Agent, as collateral agent for the Banks, and that have not been used in determining availability for any 
other advance (other than advances made under the Borrowing Base Line) or Letter of Credit Issuance; plus 

(ii) 90% of Borrower's equity in Eligible Broker accounts from and aRer the date that a tri-party agreement with 
respect to such accounts is entered into, to the extent such equity is not being used in determining availability for any 
other advance (other than advances made under the Borrowing Base Line) or Letter of Credit Issuance; plus 

advance (other than advances made under the Borrowing Base Line) or Letter of Credit Issuance, net of deductions, 
offsets and counterclaims; plus 

advance (other than advances made under the Borrowing Base Line) or Letter of Credit Issuance, net of deductions, 
offsets and counterclaims; plus 

(v) 85% of the amount of Tier I Unbilled Accounts which are not being used in determining availability for any 
other advance (other than advances made under the Borrowing Base Line) or Letter of Credit Issuance; plus 

(vi) 80% of the amount of Tier I1 UribilIed Accounts which are not being used in determining availability for any 
other advance (other than advances made under the Borrowing Base Line) or Letter of Credit Issuance; plus 

(iii) 90% of the amount of Tier I Accounts which are not being used in determining availability for any other 

(iv) 85% of the amount of Tier I1 Accounts which are not being used in determining availability for any other 
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(vii) 80% of the amount of Eligible Inventory which are not being used in determining availability for any other 

(viii) 80% of the amount of Eligible Exchange Receivables which are not being used in determining availability for 

(ix) 80% of the amount of Undelivered Product Value; plus 
(x) 70% of Realizable Unrealized Profits, up to a maximum amount of $50,0OO,OOO; less 
(xi) the mounts which would be subject to a so-called “First Purchaser Lien” as defined in Texas Bus. & Com. 

Code Section 9.343 , comparable laws of the states of Oklahoma, Kansas or New Mexico, or any other comparable law 
of any other state, unless a Letter of Credit secures payment of all amounts subject to such First Purchaser Lien; and less 

(xii) 125% of the SPT Bank Close-Out Amounts of all SPT Banks, as of the date of determination of the Borrowing 
Base Advance Cap. 

In no event shall any amounts described in (d)(i) through (d)(x) above which may fall into more than one of such 

“ E3Orrowine Base Collateral Position ReDort ” means a report detailing all Collateral which has been or is being used in 

advance (other than advances made under the Borrowing Base Line) or Letter of Credit Issuance; plus 

any other advance (other than advances made under the Borrowing Base Line) or Letter of Credit Issuance; plus 

categories be counted more than once when making the calculation under this definition. 

determining availability for an advance or letter of credit issuance under the Borrowing Base Line, such report to be in the 
form attached hereto as Exhibit E . 

to suppliers of Product; It>) to provide for Letters of Credit to secure suppliers of Product; and (c) to fund payments due to 
any SPT Bank under any SPT Contract. 

‘‘ Borrowing Base Sub-cap ” means (a) from the date of this Agreement until the date the first eIection is made by the 
Borrower pursuant to clause (b) of this definition, $300,000,000, and (b) thereafter, at any time, the amount set forth in the 
table below under the heading “ Borrowing Ease Sub-cap ” elected by the Borrower from time to time by written notice to 
the Administrative Agent (which the Administrative Agent shall promptly forward to each Bank); provided-that, at the time 
of any such election of any such mount as the Borrowing Base Sub-cap, but not for any other purpose herein, each of the 
Borrower’s Net Working Capital, TangibIe Net Worth and ratio of Total Liabilities to Tangible Net Worth at such time of 
election, each as determined by the most recent monthIy financial statements received pursuant to Section 7.01(c) are within 
the requirements set forth opposite such amount in the table below; provided further that the Borrowing Base Sub-Cap shall 
at no time exceed the Total Committed Line Portions; however, to the extent that the Total Committed Line Portions 
aggregate to an 

“ Borrowing Base Ling’’ means the line of credit for the purpose of (a) providing working capital and to fund payments 
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amount between two listed “Borrowing Base Sub-Cap” levels set forth in the table below, in order to permit the Borrower to 
fully utilize the Line (to the extent the Borrower indicates its desire to hlIy utilize the Line by including language in its 
Borrowing Base Sub-Cap election, after electing one of the specified levels below, to the effect of “or such higher level equal 
to the Total Available Committed Line Portions in effect kom time to time, not to exceed the next highest Borrowing Base 
Sub-Cap level, unless a new election is submitted”), the Borrower shall be permitted to request Letters of Credit and Loans 
with respect to the excess of the Total Committed Line Portion above the lower elected Borrowing Base Sub-Cap level listed 
below, and the financial covenants for such Total Committed Line Portions amount shall Be deemed to be set at a level 
consistent witb such Total Committed Line Portion and the linear rate of change between the financial covenant level set 
opposite the lower elected “Borrowing Base Sub-cap” level and the “Borrowing Base Sub-Cap” level immediately above 
such Total Committed Line Portions amount. For purposes of testing whether such requirements have been met, the highest 
amount elected by the Borrower for the nionth being tested shall be used, where during the same month being tested the 
Borrower elected to either increase or decrease the availability by selecting a different amount under the column entitled 
“Borrowing Base Sub-cap”. 

Borrowing Base Sub-Cap 
$ 300,000,000 
$ 350,000,000 
$ 400,000,000 
$ 450,000,000 

Minimum Net 
Working Capital 
$ 75,000,000 
$ 87,500,000 

$112,500,000 
$100,000,000 

Minimum Tangible 
Net Worth 

$ 75,000,000 
$ 87,500,000 
$ 100,000,000 
$ 1 12,500,000 

Maximum Ratio at 
Total Liabilities to 

Tangible Net W O N  
5.00 to 1 
5.00 to 1 
5.00 to 1 
5.00 to 1 

“ borrow in^ Date ” means any date 011 which a Borrowing occurs under Section 2.03 . 
“ -_I Business Day-” - (a) with respect to all matters other than those related to Offshore Rate Loans, means any day other 

than a Saturday, Sunday or other day on which commercial banks in New York, New York, are authorized, or required, by 
law to close and (b) means, for purposes of determining business days in connection with Offshore Rate Loans, any day on 
which transactions are made in the applicable offshore dollar interbank market other than a Saturday, Sunday or other day on 
which commercial banks in New York, New York, are authorized or required, by Iaw to close. 

Authority, or any other law, rule or regulation, whether or not having the force of law, in each case, regarding capital 
adequacy of any Bank or of any corporation controlling a Bank. 

interest in, any Person. 

Collateraked for the benefit of the Banks. 

“ Capital Adequacy Regulation ” means any guideline, request or directive of any central bank or other Governmental 

“ Capital Stock ” means capital stock, membership interest, equity interest or other obligations or secwities of, or any 

“ Cash Collateral ” means currency issued by the United States and Marketable Securities that have been Cash 

8 

http://www.investquest.co1n/iq/a/ato/fin/8l~/ato8kO I 0509.htm 9/17/2009 



ATMOS EJSERGY CORP 8-K) Page 20 of 161 

‘‘ Cash Collateralize ” means to pledge and deposit with or deliver to the Collateral Agent, for the benefit of the 
Collateral Agent and the other Secured Parties, Cash Collateral as collateral for the Obligations pursuant to documentation in 
form and substance satisfactory to Collateral Agent (which documents are hereby consented to by the Banks). The Borrower 
hereby grants to the Collateral Agent, for the benefit of the Collateral Agent, the Issuing Banks and the Banks, a security 
interest in all such Cash Collateral. Cash Collateral shall be maintained in the Bank Blocked Account. 

“ - ChanEe of Control ” means, at any time: 

(a) Atmas Energy Corporation shall cease to own and control legally and beneficially, either directly or indirectly, 
Voting Interests in Atmos Energy Holdings, Inc. representing 100% of the combined voting power of all of the Voting 
Interests in Atmos Energy Holdings, Inc. (on a fWy diluted basis); or 

@) Atmos Energy Holdings, Inc. shall cease to own and control directly or indirectly, beneficial interest in Equity 
Interests representing 100% of the economic equity interest in the Borrower. 

“ Chase ” means JP Morgan Chase Bank N.A. (or any successor). 

“ Closin_p Date ” means the date on which all conditions precedent set forth in Section 5.01 are satisfied or waived by all 
Banks. 

“ Code ” means the Internal Revenue Code of 1986, and reguJations promulgated thereunder. 

“ Collateral ” means all assets of the Borrower including, without hitation, all accounts, equipment, chattel paper, 
inventory, natural gas in transit, instruments, contract rights, the Bank Blocked Account, stock, partnership interests, and 
general intangibles, whether presently existing or hereafter acquired or created and the proceeds thereof. 

“ Collateral Agent ” means BNP Paribas (and its successors and assigns permitted hereunder). 

“ Collateral Position ” means the total availability under the Borrowing Base Advance Cap. 

“ Commitment Fee Rate ” means, for any day, the rate per annum equal to 0.50%. 

‘‘ Committed Line Portion ” means for each Bank the portion of each of the Line limits assigned to such Bank as set 

“ G o m & d L k e  Portion-Addendmr-” has the meaning set forth in Section I I .21 . 
forth on Schedule 2L01 , as amended from rime to time in accordance with Section 2.14{d) . 
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“ Committed Percentage ” means with respect to any Bank at any time, the percentage equivalent (expressed as a 
decimal, rounded to the ninth decimal place) at such time of such Bank’s Committed Line Portion divided by the Total 
Committed Line Portion. 

“ Compliance Certificate ” means a certificate, in form attached hereto as Exhibit C , whereby the Borrower certifies 
that it is in compliance with this Agreement. 

‘‘ Consolidated ” means the consolidation of accounts in accordance with G M .  

“ Continuing Aaeernent for Letters of C B d p  means that certain Continuing Agreement for Letters of Credit, dated as 
of December 30,2008, executed by the Borrower, and acknowledged by BNP Paribas, Fortis and Societe G6n6rale. 

contingent, with 01 without recourse, (a) witb respect to any Indebtedness, lease, dividend, letter of credit or other obligation 
(the “primary obligations”) of another Person (which obligations and Person are referred to herein as the “primary 
 obligation^' and the “primary obligor,” respectively), including any obligation of that Person (i) to purchase, repurchase or 
otherwise acquire such primary obligations or any security therefor, (ii) to advance or provide funds for the payment or 
discharge of any such primary obligation, or to maintain working capita1 or equity capital of the primary obligor or otherwise 
to maintain the net worth or solvency or any balance sheet item, level of income or financial condition of the primary obligor, 
(iii) to purchase property, securities or services primarily for the purpose of assuring the owner of any such primary 
obligation of the ability of the primary obligor to make payment of such primary obligation, or (iv) otherwise to assure or 
hold harmless the holder of any such primary obligation against loss in respect thereof (each, a “ Guaranty Obligation ”); 
(b) with respect to any Surety Instrument (other than any Letter of Credit) issued for the account of that Person or as to which 
that Person is otherwise liable for reimbursement of drawings or payments; (c) to purchase any materials, supplies or other 
property fiom, or to obtain the services oc another Person if the relevant contract or other related document or obligation 
requires that payment for such materials, supplies or other property, or for such services, shall be made regardless of whether 
delivery of such materials, supplies or other property is ever made or tendered, or such services are ever performed or 
tendered; or (d) in respect of any swap contract. 

“ Contractual Oblipation ” means, as to any Person, any provision of any security issued by such Person or of any 
agreement, undertaking, contract, indenture, mortgage, deed of trust or other instrument, document or agreement to which 
such Person is a party or by which it or any of its property is bound. 

“ ConversionlContinuation Date ” means any date on whic4 under Section 2.0&, the Borrower (a) converts Loans of 

‘‘ Cost of Funds ’’ means with respect to any Bank, the rate per m u m  quoted by such Bank to the Administmtive Agent 

“ Contingent Obligation ” means, as to any Person, any direct or indiect liability of that Person, whether or not 

one ‘Type to another Type, or (b) continues such Loans as Loans of the same Type, but with a new Interest Period. 

as contemplated in the Reference Bank Cost of Funds Rate as its cost of funds with respect to a requested Loan, as 
determined solely by such Bank in its reasonable discretion which determination may include, without limitation, such 
factors as 
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such Bank shall deem appropriate from time to time, including without hitation, market, regulatory and liquidity 
conditions; provided-that such rate is not necessarily the cost to such Bank of fimding the specific requested Loan, and may 
exceed such Bank’s actual cost of borrowing in the interbank market or other markets in which such Bank may obtain funds 
&om time to time for amounts similar to the amount of the requested Loan. 

“ &dit Extension ” means and includes (a) the making of any Loans hereunder, and (b) the Issuance of any Letters of 
Credit hereunder. 

“ Cross-Affiliate Creditor ” means as of any date of determination, with respect to any Cross-Afiliate Pair, each entity, 
if any, with a positive Swap Bank Close-Out Amount or Physical Trade Bank Close-Out Amount, as applicable. For the 
avoidance of doubt as of any date of determination (i) both entities comprising a Cross-Affiliate pair might q u a w  as Cross- 
Affiliate Creditors, and (ii) a Cross-Affiliate Creditor is an entity that is owed money by Borrower under a SPT Contract (or 
would be owed money by the Borrower if its SPT Contracts were terminated as of such date of determination). 

“ --- Cross-Affiliate D b r - ’ ’  means as of any date of determination, with respect to any pair of Cross-Affiliate Pair, each 
entity, if any, wid a negative Swap Bank Close-Out Amount or Physical Trade Bank Close-Out Amount, as applicable. For 
the avoidance of doubt as of any date of determination (i) both entities comprising a Cross-Affiliate Pair may qualify as 
Cross-Affiliate Debtors and (ii) a Cross-Affliate Debtor is an entity that owes money to the Borrower under a SPT Contract 
(or would owe money to the Borrower if its SPT Contracts were terminated as of such date of determination). 

“ cross-Affiliate Netting Lien ” means any pledge by the Borrower securing only obligations under a SPT Contract in 
favor of a Cross-Affiliate Creditor of general intangibles or receivables due from the affjliated Cross-Affiliate Debtor to the 
Borrower under a Swap Contract or Physical Trade Contract (as the case may be). For the avoidance of doubt, a Cross- 
Affiliate Netting Lien will be available only where one Cross-Affliate Pair entity is a Cross-Aff-iliate Creditor and the other 
entity is a Cross-Affiliate Debtor. 

“ Cross-AiEliatexF’’ means (i) any Swap Bank that is an Affiliate of a Physical Trade Bank and (ii) any Physical 
Trade Bank that is an Affiliate of a Swap Bank, in each case, so long as the affiliated Swap Bank and Physical Trade Bank 
are separate legal entities. 

‘‘ Cumulative Loss ” means the consolidated net loss ofthe Borrower and its Subsidian’es for the twelve (12) calendar 
months immediately prior to the calendar month of such determination date, as defined according to GAAP (not including 
other comprehensive income), adjusted to (i) negate the impact of the Basis Swap Cumulative Mark-to-Market Amount, and 
(ii) reflect (A) Embedded VaIue Difference from General Ledger for the Fixed Price Book, and (B) Embedded Value 
Difference from General 1,edger for the Storage Book. 

Subsidiaries that, in accordance with GAAP, would be classified as current assets on the balance sheet of a Person 
conducting a business the same as or similar to that of such Person, after deducting appropriate and adequate reserves 
therefrom in accordance with GAAP, determined on a Consolidated basis, and excluding any accounts receivable owed by 
any Affiliate of the Borrower to the extent such accounts receivable arose in transactions conducted other than on an arms- 
length basis. 

“ Current Assets ” means, with respect to any Person on any date of determination, all assets of such Person and its 
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“ __I-- Current Liabilities ” means, with respect to any Person on any date of determination, all liabilities of such Person and 
its Subsidiaries that, in accordance with GAAP, would be classified as current liabilities on the balance sheet of a Person 
conducting a business the same as or similar to that of such Person, as determined on a Consolidated basis, but excluding to 
the extent otherwise included therein any current portion of the Subordinated Debt. 

constitute an Event of Default. 
“ Default ” means any event or circumstance which, with the giving of notice, the lapse of time, or both, would 

“ ____- Default Rate ” has the meaning ascribed to such term in Section 2.08(a)(iii) hereof. 

“ Defaulting B-d-”: means at any time any Bank that (a) within one Business Day of when due, has failed to fund any 
portion of any Revolving Loan, Swing Line Loan, Refunded Swing Line Loan, Swing Line Participation Amount or L/C 
Advance (or any participation in the foregoing) to the Borrower, the Administrative Agent, any Swing Line Bank or Issuing 
Bank, required pursuant to the terms of this Agreement to be b d e d  by such Bank, or has notified the Administrative Agent 
that it does not intend to do so; (b) within one Business Day of when due, has failed to pay over to the Administrative Agent 
or any other Bank any amount other than as set forth in clause (a) above, required to be paid by such Bank pursuant to the 
terms hereof, unless such amount is the subject of a good faith dispute; or (c) that has become subject to a bankruptcy 
proceeding or other similar proceeding as debtor. With respect to any Bank that is a “Defaulting Bank” pursuant to clauses 
(a) or (b) above, upon such “Defaulting Bank” paying all amounts owed to the applicable Bank(s) or the Administrative 
Agent pursuant to the terrns hereof, as reasonably determined by such Bank@), Issuing Banks, the Swing Line Bank, and the 
Adminisbative Agent, as applicable, such “Defaulting Bank” shall cease to be a “Defaulting Bank;“ provided-, however-, for 
the avoidance of doubt, any interest that accrued under this Agreement on any amount that a Defaulting Bank failed to 
advance, shaU be for the account of the party that advanced such amount (or parties on a pro rata basis ifmore than one Bank 
advanced such amount), from the time such advance was made by the applicable Bank@) until, but not including, the date 
that the Defaulting Bank made the applicable payment or advance (as the case tnay be) to such Bank(s). 

“ Delta ” in relation to an option contract referencing Product, the change in the option premium under such option for a 
one unit change in the price of the underlying Product. 

“ Delta Equivalent Basis ” the method of calculating the quantity of cash (or futures) position in Product that wiU 
theoretically hedge an option position against an adverse change in the price of any underlying Product by multiplying the 
Delta of the option by the relevant contract size or nominal amount. 

“ Documentation Agent ” means Fortis in its capacity as documentation agent for the Banks hereunder (and its 
successors and assigns permitted hereunder). 
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“ Dollars ,” and ‘‘ $” each mean lawhl money of the United States. 

“ Effective Amount ” means (a) with respect to Loans as of any date, the aggregate outstanding principal amount of 
Loans on such date after giving effect to any Borrowings and prepayments or repayments of Loans occurring on such date; 
and (b) with respect to L/C Obligations as of any date, the aggregate outstanding amount of LIC Obligations on such date 
after giving effect to any Issuances of Letters of Credit occurring on such date and any other changes in the aggregate amount 
of the L/C Obligations as of such date, including changes as a result of expiration or cancelIation, any reimbursements of 
outstanding unpaid drawings under any Letters of Credit or any reductions in the maximum amount available for drawing 
under Letters of Credit taking effect on such date. 

“ Effective Amount Percentage ” means with respect to any Bank at any time, the percentage equivalent (expressed as a 
decimal, rounded to the ninth decimal place) at such time of such Bank’s Effective Amount divided by the aggregate sum of 
the Effective Amount of all Banks. 

“ E,J&ible Accounts ” means, at the time of any determination thereof, each of the Borrower’s Accounts as to which the 
following requirements have been fulfilled to the satisfaction of the Required Banks: 

(a) Such Account (i) if for an amount in excess of $1,000,000, is acceptable to the Required Banks in their sole 
discretion exercised in good faith (which accounts shall be subject to a credit limit, which credit limit shall be, as of the 
Closing Date, set forth on ScfieduIe I .O I-&, which limits may be amended from time to t h e  as agreed between the 
Borrower and the Administrative Agent (at the direction of the Required Banks)) and either (x) is the result of a sale to a Tier 
I or Tier I1 Account Party, or (y) is secured by letters of credit in form acceptable to the Required Banks in their sole 
discretion exercised in good faith and issued by banks approved by the Required Banks in their sole discretion exercised io 
good faith, or (ii) if for an amount of $1,000,000 or less, such Account wiU be included as a Tier II Account unless such 
Account has been previously approved by the Required Banks as a Tier I Account, whether or not the account debtor on such 
account has been previously approved as a Tier fl Account Party; 

(b) Borrower has lawhi and absolute title to such Account; 

(c) Such Account is a valid, legally enforceable obligation of the Person who is obligated under such Account for goods 
actually delivered or to be delivered to such Account Debtor in the ordinary course of the Borrower’s business; 

(d) Such Account shall have excluded thereftom any portion that is subject to any dispute, offset, counterclaim, net 
Unrealized Mark-to-Market Loss (on a counterparty by counterparty basis), or other claim or defense on the part of the 
Account Debtor or to any claim on the part of the Account Debtor denying liability under such Account; provided , however, 
that in the event that the portion that is subject to any such dispute, counterclaim or other claim or defense is secured with a 
Letter of Credit, such portion secured by the Letter of Credit shall not be excluded; 
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(e) Such Account is not evidenced by any chattel paper, promissory note or other instrument; 

(0 Such Account is subject to a fully perfected fust priority security interest in favor of the Administrative Agent 
pursuant to the Loan Documents, prior to the rights of, and enforceable as such against, any other Person, and such Account 
is not subject to any security interest or Lien in favor of any Person other than the Liens of the Banks pursuant to the Loan 
Documents; 

(g) Such Account shall have excluded therefrom any portion which is not payable in Dollars in the U.S.; 

(h) Such Account has been due and payable for 15 days or less (or 30 days or less, if the Account Debtor is a 
Governmental Authority) from the date of the invoice and no extension or indulgence has been granted extending the due 
date beyond a 15-day period (or 30 days, as the case may be), except if such Account by its terns provides for a 15-day 
payment period, then such Account shall be eligible for up to 30 days from the date of invoice, or as otherwise approved by 
the Required Banks in writing; and 

(i) No Account Debtor in respect of such Account is (i) incorporated io or primarily conducting business in any 
jurisdiction outside of the U.S., unless such Account Debtor and the Account is approved by the Required Banks and the 
Borrower is notified in writing by the Administrative Agent, or (ii) a11 Affiliate of the Borrower, other than Amos Energy 
Corporation, provided , that as long as Amos Energy Corporation maintains an S&P rating of BBB or a Moody’s rating of 
Baa2 or better, and such Accounts would otherwise qualify as Eligible Accounts, Accounts of Amos Energy Corporation 
(and its Subsidiaries and Affiliates that have been approved by Agents as Tier I Account Parties) may be included as Tier I 
Accounts to the extent that such Accounts do not exceed 50% of Borrower’s total Accounts, provided, further, should 
Afmos Energy Corporation not maintain such ratings, and such Accounts would otherwise qualify as Eligible Accounts, 
Accounts of Atmos Energy Corporation may be included, subject to the approval of the Required Banks, as Eligible 
Accounts as a Tier I Account or a Tier II Account. 

0) The balance of such Account shall be the net o f ,  in each case (i) any accounts payable owing to the Account Debtor 
by the Borrower on such Account and (ii) after application thereof to any Eligible Exchange Receivables, Unbilled Eligible 
Accounts, and Realizable Unrealized Profits with such Account Debtor, other offsets against amounts owed to such Account 
Debtor, whether in respect of unbilled purchases, out-of-the-money positions or unperformed contracts for purchase. 

“ Eligible Assimee ” means (a) a commercial bank organized under the laws of the United States, or any state thereof 
and having a combined capital and surplus of at least $100,000,000; (b) a commercial bank organized under the laws of any 
other country which is a member of the Organization for Economic Cooperation and Development (the “ OECD ”), or a 
political subdivision of any such country, and having a combined capital and surplus of at least $100,000,000, provided, 
however, that such bank is acting through a branch or agency located in the United States; and (c) a Person that is primarily 
engaged in the business of commercial 
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lending and that is (i) a Subsidiary of a Bank (or bank referred to in the preceding clauses (a) or (b)), (ii) a Subsidiary of a 
Person of which a Bank (or bank referred to in the preceding clauses (a) or (b)) is a Sutisidiary, or (iii) a Person of which a 
Bank (or bank referred to in the preceding clauses (a) or (b)) is a Subsidiary. 

Societe Gen&aIe, or any broker approved in writing by the Agents and the Banks. 

Agent is granted a frst and prior security interest as Collateral Agent for the Banks pursuant to Hedging Assignments which 
security interest is subject only to the rights of the Eligible Broker under such accounts. 

“ Eli~ible Exchance Receivables ” means all enforceable rights of the Bomwer to receive Product in exchange for the 
sale or trade of Product previously delivered to the exchange debtor by the Borrower valued at an independent posting and 
which (a) are evidenced by a written agreement enforceable against the exchange debtor thereof, (b) are current pursuant to 
the terms of the contract or invoice, (c) are subject to a perfected, first Lien in favor of the Adrnmistrative Agent for the 
benefit of the Banks subject only to Permitted Ljens, and no other Lien, charge, offset or claim, (d) are not the subject of a 
dispute between the exchange debtor and the Borrower, (e) are valued at Platt’s spot market price or an independent posting 
acceptable to the Required Banks in their sole discretion exercised in good faith, (f) if arising pursuant to contracts involving 
an amount in excess of $1,000,000, are contracts by exchangers pre-approved by the Required Banks in their sole discretion 
exercised in good faith, or contracts secured by letters of credit in form acceptable to the Required Banks in their sole 
discretion exercised in good faith and issued by banks approved by the Required Banks in their sole discretion exercised in 
good faith, (g) have not been otherwise determined by the Required Banks in their sole discretion exercised in good faith to 
be unacceptable to them, and (b) are the net of in each case (i) any payables owing to such exchange debtor by the Borrower 
and (ii) after application thereof to any Eligible Accounts, Unbilled Eligible Accounts, and Realizable Unrealized Profits with 
such Account Debtory other offsets against amounts owed to such exchange debtor, whether in respect of unbilled purchases, 
out-of-the-money positions or unperformed contracts for purchase. The Product and Account relating to or creating any 
EligibIe Exchange Receivable shall not be simultaneously included in any other availability calculation, including, without 
litnitation, TJndelivered Product Value, EligibIe Inventory or Eligible Accounts. 

“ Eligible Inventory ” means, at the time of determination thereof, all of the Borrower’s inventory stored in terminals 
(and provided the tenninal owners are subject to approval by the Required Banks in their sole discretion exercised in good 
faith) valued at the lower of cost or current market price (as referenced by a published source acceptable to the Required 
Banks in the exercise of reasonable discretion), and in all instances as to which the following requirements have been 
fulfilled to the satisfaction of the Required Banks: 

the Banks under the Loan Documents and except for Permitted Liens; 

‘‘ Elirrible Broker ” means Newedge Broker Ltd., BNP Pm-bas, or Fortis, or any Affiliate of BNP Paribas, Fortis or 

“ Eligible Commodity Futures Accounts ” means an account or accounts with an Eligible Broker, in which the Collateral 

(a) The inventory is owned by the Borrower free and clear of all Liens in favor of third parties, except Liens in favor of 
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@) The inventory has not been identified to deliveries with the result that a buyer would have rights to the inventory that 
would be superior to the Administrative Agent’s security interest for the benefit of the Banks, nor shall such inventory have 
become the subject of a customer’s ownership or Lien; 

(c) The inventory is in transit in the U.S. under the control and ownership of the Borrower or is in a pipehe or a biIl of 
lading has been issued to the Administrative Agent if such inventory is in the hands of a K i d  party carrier or is located in the 
U.S. at the locations described on Schedule 7.03!fl, or at such other place as has been specifically agreed to in writing by the 
Banks and the Borrower; and 

(d) The inventory is subject to a Eully perfected first priority security interest in favor of the Administrative Agent for the 
benefit of the Banks pursuant to the Loan Documents. 

“ Embedded Value Difference fi-om General Ledger for the Fixed Price Book ” means, at any time of determination, the 
Fixed Price Book Embedded Value determined as of the date of the Borrower’s most recent financial statements at such time 
minus the net balance sheet value associated with the fixed price natural gas physical delivery contracts and the associated 
financial positions hedging such delivery contraLAs on the most recent consolidated balance sheet of the Borrower at such 
time. 

‘‘ Embedded Value Difference from General Ledper for the Storage Book ” means, at any time of determination, the 
Storage Book Embedded Value determined as of the date of the Borrower’s most recent Gnancial statements at such time 
minus the amount of gains and losses due to the mark to market treatment of the derivative positions and natural gas 
inventory of the Borrower and its Subsidiaries recorded on the most recent consolidated balance sheet of the Borrower at 
such time. 

“ Embedded Value ReDort ” means a report substantially in form attached hereto as Exhibit I.. 

“ Environmental Claims ” means all claims, however asserted, by any Governmental Authority or other Person alleging 
potential liability or responsibility for violation of any Environmental Law, or for release or injury to the environment. 

“ Environmental Laws I’ means all federal, state or local laws, statutes, common law duties, rules, regulations, 
ordinances and codes, together with all administrative orders, directed duties, requests, licenses, authorizations and permits 
of: and agreements with, any Governmental Authorities, in each case relating to environmental, health, safety and land use 
matters. 
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“ Equity Interests”’, means, with respect to any Person, all of the shares of capital stock of (or other ownership, beneficial 
or profit interests in) such Person, all of the warrants, options or other rights for the purchase or other acquisition from such 
Person of shares of capital stock of (or other ownership, beneficial or profit interests in) such Person, all of the securities 
convertible into or exchangeable for shares of capital stock of (or other ownership, beneficial or profit interests in) such 
Person or warrants, rights or options for the purchase or other acquisition from such Person of such shares (or such other 
interests), and all of the other ownership, beneficial or profit interests in such Person (including, without limitation, 
partnership, member or trust interests therein), whether voting or nonvoting, and whether or not such shares, warrants, 
options, rights or other interests are authorized or otherwise existing on any date of determination. 

“ ERISA ” means the Employee Retirement Income Seem-ty Act of 1974, and regulations promuIgated thereunder. 

“ ERISA Affiliate ” means any trade or business (whether or not incorporated) under common control with the Borrower 
within the meaning of Section 414cb) or (c) of the Code (and Sections 414(m) and (0) of the Code for purposes of 
provisions relating to Section 412 of the Code). 

ERlSA Affiliate from a Pension Plan subject to Section 4063 of ERISA during a plan year in which it was a substantial 
employer (as defined in Section 4001(a3(2Lof ERISA) or a cessation of operations which is treated as such a withdrawal 
under Section 4 0 6 m o f  ERISA; (c) a complete or partial withdrawal by the Borrower or any ERISA Affiliate from a 
Multiemployer Plan or notification that a Multiemployer Plan is in reorganization; (d) the f h g  of a notice of intent to 
terminate, the treatment of a Plan amendment as a termination under Section 4041 or 4041A of ERISA, or the 
commencement of proceedings by the PBGC to terminate a Pension Plan or Multiemployer Plan; (e) an event or condition 
which might reasonably be expected to constitute grounds under Section 4042 of ERISA for the termination of, or the 
appointment of a trustee to administer, any Pension Plan or Multiemployer Plan; or (0 the imposition of any liability under 
Title rV of ERISA, other than PBGC premiums due but not delinquent under Section 4007 of ERISA, upon the Borrower or 
any ERISA AfGliate. 

(expressed as a decimal, rounded upward to the next 1/1OOth of 1%) in effect on such day (whether or not applicable to any 
Bank) under regulations issued from time to time by the FRB for determining the maximum reserve requirement (including 
any emergency, supplemental or other marginal reserve requirement) with respect to Eurocurrency funding (currently 
referred to as “Eurocurrency liabilities”). 

“ @USA Event ” means (a) a Reportable Event with respect to a Pension Plan; (b) a withdrawal by the Borrower or any 

‘‘ Eurodollar Reserve Percentape ” means for any day for any Interest Period the maximum reserve percentage 

“ Event of Default ” means any of the events or circumstances specified in Section 9-81 . 

“ Excess Taneible Net Worth ” means the excess of (a) the arithmetic mean of the Borrower’s Tangible Net Worth for 
the consecutive six calendar month period ended on the last day of the calendar month for which financial statements have 
been most recently delivered pursuant to Section 7.QCl(c) , over (b) the arithmetic mean of the minimum Tangible Net Worth 
amount for each month in such period which corresponds to the highest Borrowing Base Sub-Cap selected by the Borrower 
for such period. 
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“ Exchanee A@” means the Securities and Exchange Act of 1934, as amended, and regulations promulgated thereunder. 

“ Existing Bank ” has the meaning ascribed to such term in Section 2.14!e) hereof. 

“ Existin? Effective Amount ” has the meaning ascribed to such term in Section 2.14(e) hereoE 

“ Existing Letters of Credit ” means all letters of credit described 011 Schedule 3.10 hereto. 

“ Expiration Date ” means the earliest to occur of 

(a) December 30,2009; or 

(b) the date an Event of Default occurs. 

“ FDIC ” means the Federal Deposit Insurance Corporation, and any Governmental Authority succeeding to any of its 
principal functions. 

“ Federal Funds Effective Rate-” means for any day, the rate per annum equal to the weighted average of the interest 
rates on overnight federal funds transactions witb members of the Federal Reserve System arranged by federal funds brokers, 
as published on the next succeeding Business Day by the Federal Reserve Bank of New York, or, if such rate is not so 
published for any day which is a Business Day, the average of the quotations for the day of such transactions received by the 
Administrative Agent from tllree federal funds brokers of recognized standing selected by it. 

“ Fixed Price Book Embedded Value ” means, at any time, the forecasted gross profit margin from the Borrower’s 
forward fixed price sales and purchase commitments for natural gas then in effect reasonably determined based on contracted 
fixed price physical sales and purchases of natural gas at such time and the associated financial positions hedging those 
transactions, without regard to associated credit or market risks inherent in the natural gas industry (it being understood for 
the avoidance of doubt that realization of the Fixed Pn’ce Embedded Value is contingent on the performance of those 
contracts, including the physical delivery or acceptance or the otherwise net settlement of the physical and financial trades). 

1 

“ Fortis ” means Fortis Bank S A / N V ,  New York Branch, a Belgium corporation. 

“ my means the Board of Governors of the Federal Reserve System, and any Governmental Authority succeeding to 
any of its principal functions. 

“ F-uJher Taxes ” means any and all present or future taxes, levies, assessments, imposts, duties, deductions, fees, 
withholding or similar charges (including, without limitation, net income taxes and franchise taxes), and all liabilities with 
respect thereto, imposed by any jurisdiction on account of amount payable or paid pursuant to Section 4.01 . 
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“ -- GAAP ” means generally accepted accounting principles set forth from time to time in the opinions and 
pronouncements of the Accounting Principles Board and the American Institute of Certified Public Accountants and 
statements and pronouncements of the Financial Accounting Standards Board (or agencies with similar functions of 
cornparabIe stature and authority within the 1J.S. accounting profession), which are applicable to the circumstances as of the 
date of determination. 

Lc Governmental Authority ” means any nation or government, any state or other political subdivision thereof, any 
central bank (or similar monetary or regulatory authority) thereof, any entity exercising executive, legislative, judicial, 
regulatory or administrative fiinctions of or pertaining to government, and any corporation or other entity owned or 
controlled, through stock or capital ownership or otherwise, by any of the foregoing. 

“ Guarantor ” means Atmos Energy Holdings, Inc. 

‘‘ Guaranty ” means an Amended and Restated Guaranty Agreement, dated as of the date hereoE which has been 

‘‘ Guaranty-Oblipation ” has the meaning specified in the definition of “Contingent Obligation.” 

“ mine Assignment ” means a security agreement among Borrower, the Administrative Agent and an Eligible Broker 

executed by a Guarantor and delivered to the Administrative Agent for the benefit of the Banks. 

relating to the collateral assignment to the Administrative Agent, as collateral agent for the Banks, of all sums owing &om 
time to time to Borrower with respect to an Eligible Commodities Futures Account, such agreement to be in form and 
substance acceptable to the Required Banks in the exercise of reasonable discretion. 

“ Honor Date ” has the meaning specified in Subsection 3.03@)-. 

‘‘ Indebtedness ” of any Person means, without duplication, (a) all indebtedness for borrowed money; (b) all obligations 
issued, undertaken or assumed as the deferred purchase price of property or services (other than trade payables entered into in 
the ordinary course of business on ordinary terms); (c) all non-contingent reimbursement or payment obligations with respect 
to Surety Instruments; (d) all obligations evidenced by notes, bonds, debentures or similar instruments, including obligations 
so evidenced incurred in connection with the acquisition of  property, assets or businesses; (e) all indebtedness created or 
arising under any comlitional sale or other title retention agreement, or incurred as financing, in either case with respect to 
property acquired by the Person (even though the rights and remedies of the seller or bank under such agreement in the event 
of default are limited to repossession or saIe of such property); (f) all obligations with respect to capital leases; (g) all 
payment obIigations with respect to swap contracts and physical trade contracts (including, for the avoidance of doubt, a11 
SPT Contracts); (h) all indebtedness referred to in cIauses (a) through (g) above secured by (or for which the holder of such 
Indebtedness has an existing right, contingent or otherwise, to be secured by) any Lien upon or in property (including 
accounts and contract rights) owned by such Person, even though such Person has not assumed or become liable for the 
payment of such indebtedness; and (i) all Guaranty Obligations in respect of indebtedness or obligations of others of the 
kinds referred to in clauses (a) through (g) above. 
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" Indemnified Liabilities " has the meaning specified in WgU Ilfi. .  

" Indemnified Person " has the meaning specified in Section 11 -05 , 

" Xndependent Auditor " has the meaning specified in Subsection 7.01(a) . 

'' -' means, with respect to any Person (a) any case, action or proceeding with respect to such 
Person before any court or other Governmental Authority relating to bankruptcy, reorganization, insolvency, Iiquidation, 
receivership, dissoIution, winding-up or relief of debtors, or (b) any general assignment for the benefit of creditors, 
composition, marshalling of assets for creditors, or other, similar arrangement in respect of its creditors generally or any 
substantial portion of its creditors; undertaken under U.S. Federal, state or foreign law, including the Bankruptcy Code. 

" ktexreditor Agreement " means the Amended and Restated Intercreditor Agreement dated as of December 30,ZO 8, 
among the Agent, the Banks, the Swap Banks and the Physical Trade Banks relating to, among other things, the sharing of 
Collateral with and among the Swap Banks and Physical Trade Banks upon the occurrence of a Sharing Event. 

" Interest Payment Date " means, as to my  Loan other than a Base Rate Loan, the last day of each lnterest Period 
applicable to such Loan and, as to any Base Rate Loan, the later to occur of (i) the fifth Business Day of each month and 
(ii) two Business Days following receipt of a frnal invoice for the same. 

" Tpterest Period " means, as to any Offshore Rate Loan, the period commencing on the Borrowing Date of such Loan or 
on the Conversion/Continuation Date on which the Loan is converted into or continued as an Offshore Rate Loan, and ending 
one week, two weeks, one month or two months later as selected by the Borrower as the ending date thereof in its Notice of 
Borrowing or Notice of ConversiodContinuation; 

provided , however , that: 

(a) if any Interest Period would otherwise end on a day that is not a Business Day, that Interest Period shall be extended 
to the following Business Day unless the result of such extension would be to cany such Interest Period into another calendar 
month, in which event such Interest Period shall end on the preceding Business Day; 

(b) any Interest Period pertaining to an Offshore Rate Loan that begins on the last Business Day of a calendar month (or 
on a day for which there is no numerically corresponding day in the calendar month at the end of such Interest Period) shall 
end on the last Business Day of the calendar month at the end of such Interest Period; and 

(e )  no Interest Period shall extend beyond the Expiration Date. 
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“ P.--S-“ means the Internal Revenue Service, and any Governmental Authority succeeding to any of its principal 
functions under the Code. 

“ -. Issuance Cap ’)’ means an amount equal to the sum of all Issuing Bank Sub-Limits. 

“ ---._ Issuins Bank Sub-Limit ” means, with respect to each Issuing Bank, the limit set opposite such Issuing Bank under the 
heading “Sub-Limit” in the table below; provided that while any Bank qualifies as a Defaulting Bank hereunder, each Bank’s 
“Sub-Limit” shall be reduced to an amount equal, the product of (a) such Issuing Bank’s Issuing Percentage Cap (expressed 
as a decimal, rounded to the ninth decimal place) at such time multiplied by-@) the Total Available Committed Line Portion 
at such time, rounded to the nearest whole dollar. 

Issuing Bank 
BNP Paribas 
Fortis 
SocidttB GdntBrale 

Sub-Limit 
$I 50,000,000 
$150,000,000 
$108,600,000 

“ Issuing Percentage Cap ” means, with respect to each Issuing Bank, the percentage set opposite such Issuing Bank 
under the heading “Issuing Percentage” in the table below, as such amounts may be amended f+om time to time pursuant to 
Section 11.01 hereof: 

Issuing Bank 
BNP Paribas 
Fortis 
SocitBt6 GCntBrale 

Issuing Percentage 
40.00% 
40.00% 
28.96% 

“ means, with respect to any Letter of Credit, to issue or to extend the expiry of, or to renew or increase the 
amount of, such Letter of Credit; and the terms “ Issued ,” “ Issuing” and “ Is~us~~~.” have corresponding meanings. 

“ -- Issuinz Banks ” means Fortis, BNP Paribas, or Sociktd Gendrale, (or any Affiliate of the foregoing), each in its 
capacity as an issuer of one or more Letters of Credit hereunder. 

“ L/C Advance ” means each Bank’s participation in any L/C Borrowing or Reducing L/C Borrowing in accordance 
with its Pro Rata Advance Share (or, if a Defaulting Bank exists, and without limitation to the obligations of such Defaulting 
Bank under this Agreement, with respect to each Non-Defaulting Bank, its Pro Rata Adjusted Advance Share, if applicable). 
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“ L/C Amendment Amlication ” means an application form for amendment of outstanding standby or commercial 
documentary letters of credit as shall at any time be in use at any Issuing Bank, as such Issuing Bank shall request. 

“ L/C Application ” means an application form for Issuances of standby or commercial documentary letters of credit as 
shall at any time be in use at any Issuing Bank, as such Issuing Bank shall request. 

“ L/C Borrowing” means an extension of credit resulting from either a drawing under any Letter of Credit or a 
Reducing LIC Borrowing, which extension of credit shall not have been reimbursed on the date when made nor converted 
into a Borrowing of Revolving Loans under Subsection 3.03@.. 

‘‘ L/C Cap ” means, at any t h e ,  the maximum availability for Issuance of Letters of Credit under the Borrowing Base 
Line which shall be an amount equal to the Borrowing Base Advance Cap, at such time, minus the Effective Amount of the 
then outstanding Loans. 

“ L/C Obligations ” means at any time the sum of (a) the aggregate undrawn amount of all Letters of Credit then 
outstanding, plus (b) the amount of all weimbursed drawings under all Letters of Credit, including all outstanding L/C 
Borrowings. 

Continuing Agreement for Letters of Credit, and any other document relating to any Letter of Credit, including, but not 
limited to, any Issuing Bank’s standard form documents for letter of credit issuances. 

“ L/C-Related Documents ” means the Letters of Credit, the L/C Applications, the LIC Amendment Applications, the 

‘‘ Lending Office ” means, as to any Bank, the office or offices of such Bank specified as its “Lending Ofice” on 
Schedule 1 1.02 , or such other office or offices as such Bank may Grom time to time notify the Borrower and the 
Admjnistsative Agent. 

‘‘ Letter of Credit Facilitv ” means, at any time, the undertaking to provide Letters of Credit in an amount equal to the 
lesser of (a) the Total Available Committed Line Portions at such time and (b) $450,000,000, as such amount may be reduced 
at or prior to such time pursuant to this Agreement. 

“ Lgfters of Credit ” means (a) any letters of credit (whether standby letters of credit or commercial documentary letters 
of credit) Issued by an Issuing Bank pursuant to Article 111, (b) any Reducing Letters of Credit, (c) any of the Existing Letters 
of Credit, (d) any 360-Day Letters of Credit, and (e) any TLGP Letters of Credit. 

“ LIBOR ” means with respect to each day during each Interest Period pertaining to an Offshore Rate Loan, the rate per 
annum determined on the basis of the rate for deposits in United States Dollars for a period equal to such Interest Period 
commencing on the first day of such Interest Period appearing on Reuters Reference LIBOR 01 (or otherwise on such screen) 
at approximately, with respect to any “revocable” Notice of Borrowing or Notice of ConversionIContinuation (as applicable), 
1 1 :00 am (London time) three (3) Business Days prior to the f is t  day of such Interest Period, and with respect to any 
“irrevocable” Notice of Borrowing or Notice of ConversiodContinuation (as applicable), 11:OO am (London time) two 

22 

http://www.investquest.con7/iqia/atolfin/8kato8k0 I 0509. hhn 9/17/2009 

http://www.investquest.con7/iqia/atolfin/8kato8k0


ATMOS ENERGY COW (FOIXI: 8-K) Page 34 of 161 

(2) Business Days prior to the first day of such Interest Period. In the event that such rate does not appear or shall cease to be 
available from Reuters Reference LIBOR 01, the LIBOR Rate shall be determined from such financial reporting service or 
other information as shall be mutually acceptable to the Administrative Agent and the Borrower. 

or lien, statutory or other in respect of any property, including those created by, arising under or evidenced by any conditional 
sale or other title retention agreement, the interest of a lessor under a capital lease, any fmancing lease having substantially 
the same economic effect as any of the foregoing, or the filing of any financing statement naming the owner of the asset to 
which such lien relates as debtor, under the Uniform Commercial Code or any comparable law. 

‘‘ W means any security interest, mortgage, deed of trust, pledge, hypothecation, assignment, charge, encumbrance, 

“ 

‘‘ LOB-” means any extension of credit by a Bank to the Borrower under Article II or Article 111 in the form of a 
Revolving Loan, Swing Line Loan, an L/C Advance, or Unilateral Overage Advance. 

‘‘ Loan Documents ” means this Agreement, the Notes, the Guaranty, the Security Documents, the LX-Related 
Documents, SPT Contracts, the Three Party Agreement, the Atmos Support Agreement, the Intercreditor Agreement, the 
Mellon Control Agreement and all other documents delivered to the Administrative Agent or any Bank in connection 
herewith. 

means the Borrowing Base Line. 

‘‘ Lock Box ” has the meaning specified in Section 7.14 . 

“ Long Posjtion ” means the aggregate number of MMBTUS of Product, including that of the Prompt Month, which are 
either held in inventory by the Borrower or which the Borrower has contracted to purchase (whether by purchase of a 
contract on a commodities exchange or otherwise), or which the Borrower will receive on exchange or the notional quantity 
under a swap contract including, without l i ta t ion,  all option contracts (calculated on a Delta Equivalent Basis) representing 
the obligation of the Borrower to purchase Product at the option of a third party, and in each case, for which a fixed purchase 
price has been set. Long Positions will be expressed as a positive number. 

‘‘ &gin Stock ” means “margin stock” as such term is defined in Regulation T, U or X of the FRB. 

“ Mark-to-Market ” means, the method of accounting used to account for derivative commodity instruments entered into 
for trading purposes, in accordance with EITF 98-10, “Accounting for Energy Trading and Risk Management Activities” and 
any future open obligation 

“ Marketable Securities ” means (a) certificates of deposit issued by any bank with a Fitch rating of A or better, 
(b) commercial paper rated P-I, A-1 or F-I, (c) bankers acceptances rated prime, or (d) U.S. Government obligations with 
tenors of 90 days or less. 
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” Material Adverse Effect ” means (a) a material adverse change in, or a material adverse effect upon, the operations, 
business, assets, properties, management or financial condition of the Borrower or the Borrower and its Subsidiaries taken as 
a whole, (b) a material impairment of the ability of the Borrower to perform under any Loan Document and to avoid any 
Event of Default, or (c) a material adverse effect upon the legality, validity, binding effect or enforceability o f  any Loan 
Document against the Borrower or any of its Subsidiaries. 

I 

“ Maturity Date ” means March 29,201 0. 

“ Maximum Line ” means $450,000,000. 

“ Mellon Control Agreemen t” means that certain Amended and Restated Control Agreement, dated as of December 30, 
2008 among the Borrower, The Bank of New York Mellon (as successor to Mellon Bank, N.A.), as securities intermediary, 
and RNP Paribas, as agent for the Secured Parties. 

“ Multiemplover Plan ” means a “multiemployer plan,” within the meaning of Section 4001(a)(3) of ERISA, to which 
the Borrower or any ERISA Afliate makes, is making, or is obligated to make contributions or, during the preceding 
three (3) calendar years, has made, or been obligated to make, contributions. 

“ Net Position ’’ means the sum of a11 Long Positions and Short Positions of the Borrower. 

‘‘ Net Position Report ” means a report in form attached hereto as Exhibit F . 
“ Net Position !&ahe.” has the meaning ascribed to such term in Section 8.1 1 hereof. 

“ Net Workinp. Capital ” means, as to the Borrower and its Subsidiaries, the excess of Current Assets (minus all amounts 
due from employees, owners, Subsidiaries and Affiliates other than Accounts of Amos Energy Corporation and its 
Subsidiaries and Affiliates permitted to be included as Eligible Accounts in the calculation of the Borrowing Base Advance 
Cap) over Current Liabilities (excluding the current portion of the Subordinated Debt), minus (a) the net impact on the value 
of Net Working Capital attributable to accumulated other comprehensive income, as of the date of determination prepared in 
accordance with GAAP, minus (b) investments in Capital Stock, and (c) adjusted to negate the impact of the Basis Swap 
Cumulative Mark-to-Market Amount. 

“ Nap-Defaulting Banks ” means, at any time, each Bank that is not a Defaulting Bank at such time. 

“ Notes ” means the promissory notes executed by the Borrower in favor of a Bank pursuant to Subsection 2.02_0., in 
form approved by the Banks. A Note will be issued by the Borrower to each entity that becomes a Bank hereunder from time 
to time, but will not be issued to Participants of a Bank. 

24 

http ://www . investquest. comb q/dab/firllSk/ato8 kO 1 05 09. htm 9/17/2009 



ATMOS ENERGY CORP (Form: 8-K) Page 36 of 161 

“ Notice ofBorrowing-” means the applicable notice in substantially the form of Exhibit A , 

“ R o ~ c e  of Conversion/Continuation ” means a notice in substantially the form of Exhibit B . 
“ Obligations ” means all advances, debts, liabiljties, obligations, covenants and duties arising under (a) any Loan 

Document, owing by the Borrower to any Bank, or any afTiliate of any Banlc, Agents, or any Indemnified Person, whether 
direct or indirect (including those acquired by assignment), absolute or contingent, due or to become due, now existing or 
hereafter arising, including, without limitation, all obligations of the Borrower under Revolving Loans, Swing Line Loans, 
and with respect to L,etters of Credit, @) any Swap Contmct, and ( c )  any Physical Trade Contract. 

“ Offshore Effective Amount ” means the product of the principal amount of an Offshore Rate Loan or requested 
Offshore Rate Loan and the number of days in the applicable Interest Period for such Offshore Rate Loan. 

“ Offshore Rate ” means, for any Interest Period, pertaining to Offshore Rate Loans comprising part of the same 
Borrowing, the rate of interest per annum (rounded upward to the next 1/16th of 1%) determined by Agents as follows: 

Offshore Rate = LIBOR 
1 .OO - Eurodollar Reserve Percentage 

The Offshore Rate shall be adjusted automatically as to all Offshore Rate Loans then outstanding as of the effective date 

“ Offshore Rate Loan ” means a Loan that bears interest based on the Offshore Rate. 

“ One-Year NYMEX Natural Gas S ~ I ~ D  ” means, for any date of determination, the average of the monthly NYMEX 

“ Organization D o c ~ g g t ~ ~ ’  means (a) for any corporation, the certificate or articles of incorporation, the bylaws, any 

of any change in the Eurodollar Reserve Percentage. 

price of natwal gas for the succeeding twelve-month period. 

certificate of determination or instrument relating to the rights of preferred shareholders of such corporation, any shareholder 
rights agreement, and all applicable resohtions of the board of directors (or any committee thereof) of such corporation, 
(b) for any partnership, the partnership agreement, and all other documents or filings as may be required by the Secretary of 
State (or other applicable governmental agency) in the state of such parlnership’s formation, and (c) for any limited liability 
company, the certificate or articles of formation or organization and the operating agreement and any other organizational or 
governing documents of such limited liability company. 

“ Ori-Lpial Credit Agreement ” has the meaning ascribed to such term in the Recitals hereto. 
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“ Other Taxes ” means any present or fixture stamp or documentary taxes or any other excise or property taxes, charges 
or similar levies which arise from my payment made hereunder or from the execution, delivery or registration of, or 
otherwise with respect to, this Agreement or any other Loan Documents. 

“ _- Particip-qt” has the meaning specified in Subsection 1 1.08(d) . 

“ PBGC ” means the Pension Benefit Guaranty Corporation, or any Governmental Authority succeeding to any of its 

“ &psion Plan ” means a pension plan (as defined in Section 3(2) of ERISA) subject to Title IV of ERlSA which the 

principal functions under ERISA. 

Borrower sponsors, maintains, or to which it makes, is making, or is obligated to make contributions, or in the case of a 
multiple employer plan (as described in Section 4064(a) of ERISA) has made contributions at any time during the 
immediately preceding five (5) plan years. 

“ Permitted Lkns” has the meaning specified in Section 8.01 . 

“ Person ” means an individual, partnership, corporation, business trust, joint stock company, trust, unincorporated 
association, joint venture or Governmental Authority. 

“ Physical Trade Bank ” means each of (a) Fortis Bank S M ,  New York Branch, BNP Paribas, SociBtB G6n&ale, and 
The Royal Bank of Scotland plc, or their respective Affiliates, and (b) any other Bank or any Affiliate thereof approved by 
the Required Banks, in the case of each of the foregoing clauses, in its capacity as a party to a Physical ‘Trade Contract, to the 
extent that such Bank, or its Affiliate (as the case may be) signs and becomes a party to the Intercreditor Agreement prior to 
entering into such Physical ‘hade Contract. 

“ Physical Trade Bank Close-Out Amount ” has the meaning ascribed to such term in the Intercreditor Agreement. 

“ Physical Trade Contract ’’ means any agreement entered between a Physical Trade Bank and the Borrower, whether or 
not in writing, relating to any single transaction that is for the purchase, sale, transfer or exchange of natural gas or any other 
similar transaction (including any option to enter into any of the foregoing) or any combination of the foregoing and, unless 
the context clearly requires, any master agreement relating to or governing any or all of the foregoing. 

“ Physical Trade Deliveg-Related StanLby Letter of Credit ” means any Physical Trade-Related Standby Letter of 
Credit Kued to support payment obligations of the Borrower owed or to become due to a Physical Trade Bank for natural 
gas that has been delivered or will be delivered to the Borrower by such Physical Trade Bank. 

to support obligations of the Borrower under a Physical Trade Contract. 
“ Physical Trade-Related Standby Letter of Credit ” means any Letter of Credit issued under the Letter of Credit Facility 
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“ plan’ means an employee benefit plan (as defined in Section 3(3)_of ERISA) which the Borrower sponsors or 
maintains or to which the Borrower makes, is making, or is obligated to make contributions and includes any Pension Plan. 

“ Product ” means natural gas. 

“ Pro Rata Advance Share ” means, as to any Bank at any time, the percentage equivalent (expressed as a decimal, 
rounded to the ninth decimal place) at such time of such Bank’s Committed Line Portion divided by the Total Committed 
Line Portions. 

“ Pro Rata Adiusted Advance Share ” means, at any time that one or more Banks qualifies as a Defaulting Bank 
hereunder, with respect to each Non-Defaulting Bank, the percentage equivalent (expressed as a decimal, rounded to the 
ninth decimal place) at such time of such Bank’s Committed Line Portion divided by the Total Committed Line Portions 
(excluding the Total Committed Line Portions of all Defaulting Banks); provided that the application of the Pro Rata 
Adjusted Advance Share shall in no event result in a Non-Defaulting Bank being obIigated to extend credit in an amount in 
excess of its Committed Line Portion, and no adjustment to a Non-Defaulting Bank’s Committed Line Portion shall arise 
from such Non-Defaulting Bank‘s agreement herein to find in accordance with its Pro Rata Adjusted Advance Share. 

rounded to the ninth decimal place) at such time of such Bank’s total Effective Amount divided by the combined total 
Effective Amount of all Banks. 

‘‘ Pro Rata Pavment Share ” means, as to any Bank at any time, the percentage equivalent (expressed as a decimal, 

“ Prompt Month ” means, as of any Reporting Effective Date, the month following the month such reporting occurs. 

“ Realizable Unrealized Profits ” means at any time, the sum of the Borrower’s net unrealized cash market profits 
realizable within six months fiom such time, from Accounts of the Borrower which are Eligible Accounts (other than the 
requirement of subparagraph (h) in the definition of “Eligible Accounts”) and which are attributable to Product which has 
been contracted to be delivered to an Account Debtor, net of , in each case (on a counterparty by counterparty basis) (i) any 
Unrealized Mark-to-Market Losses payable owing to the Account Debtor from the Borrower on such Account and (ii) after 
application thereof to any Eligible Accounts, Eligible Exchange Receivables, and TJnbilled Eligible Accounts with such 
Account Debtor, other offsets against amounts owed to such Account Debtor, whether in respect of unbilled purchases, or 
unperformed contracts for purchase. 

letters of credit) that (a) are Issued by an Issuing Bank pursuant to Article III, and (b) specifically provide that the amount 
available for drawing under such letters of credit will be reduced, automaticaIIy and without any further amendment or 
endorsement to such letters of credit, by the amount of any payment or payments made to the beneficiary of such Letter of 
Credit by the Borrower if such payment or payments (i) are made through a bank and (ii) reference such letters of credit by 
the letter of credit numbers thereof, notwithstanding the fact &at such payment or payments are not made pursuant to 
conforming and proper draws under such letters of credit. 

“ Reducing Letters of Credit ” means any letters of credit (whether standby letters of credit or commercial documentary 
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“ Reducing L/C Borrowing ” means any extension of credit by the Banks to the Borrower for the purpose of fimding any 
payment or payments made to the beneficiary of a Reducing Letter of Credit by the Borrower if such payment or payments 
(a) are made through the Issuing Bank of such Reducing Letter of Credit, (b) reference the Reducing Letter of Credit by the 
letter of credit number thereof and (c) are not made pursuant to a conforming and proper draws under such Reducing Letter 
of Credit. 

“ Reference Bank Cost slf Funds Rate ’’ means an average rate determined fkom time to time as a simple average of the 
Cost of Funds rates submitted at the sole discretion of the Non-Defaulting Banks (at the request of the Administrative Agent, 
it being understood that any Non-Defaulting Bank will have the right to elect not to submit its Cost of Funds to the 
Administrative Agent (as contemplated below)), which average rate shall be calculated as follows, with respect to each 
determination date: (i) a simple average of all of the Cost of Funds rates submitted by the Banks with respect to such 
determination date; (ii) if more than sixty percent (60%) of the Banks holding a Committed Line Portion as of the applicable 
determination date submit Cost of Funds rates with respect to any determination date, the highest and the lowest submitted 
rates shall be excluded from the calculation of the simple average; and (iii) the minimum number of Cost of Funds rates to be 
used to calculate the simple average shall not be less than half the number of Banks (including Defaulting Banks) holding a 
Committed Line Portion as of the appIicable determination date. If the number of submitted Cost of Funds rates, with respect 
to any determination date, is fewer than the minimum number of Cost of Funds rates required pursuant to clause (iii) above, 
then the highest of the Offshore Rates determined as of such determination date based on a LIBOR period lasting (w) one- 
week, (x) two-weeks, &) one-month or (2) two-months, shall be used in substitution for each such rate fewer than the 
minimum number of Cost of Funds rates required pursuant to clause (iii) above so that the average rate shall be determined 
from a number of rates equal to the minimum number of Cost of Funds rates required pursuant to clause (iii) above (even if, 
for the avoidance of doubt, such Offshore Rate is used multiple times for the purposes of such calculation). 

Upon the Administrative Agent’s receipt of a Notice of Borrowing, the Administrative Agent shall promptly request 
each Non-Defaulting Bank to submit its Cost of Funds rate for purposes of calculating the Reference Bank Cost of Funds 
Rate. Each Non-Defaulting Bank shall provide its Cost of Funds rate to the Administrative Agent no later than 1O:OO am 
(New York City time) on the Business Day immediately succeeding the day on which such Cost of Funds rate was requested 
by the Administrative Agent (such Business Day, the “ Determination Date”). Any Nan-Defaulting Bank that fails to submit 
a Cost of Funds rate by such time on the Determination Date shall be deemed to have elected not to submit a Cost of Funds 
rate with respect to such Notice of Borrowing. The Administrative Agent shall calculate the “Reference Bank Cost of Funds 
Rate” in accordance with the procedures set forth above and shall provide such rate to the Borrower no later than (i) with 
respect to any ‘‘revocable” Notice of Borrowing, 1 I :00 am (New York City time) on the Determination Date, and (ji) with 
respect to any “irrevocable” Notice of Borrowing, noon (New York City time) on the Determination Date, which rate, in each 
case, shall be provided to the Borrower as a simple average rate, without identifying the underlying rates submitted by the 
Banks. Notwithstanding any provisions to the 
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contrary in this Agreement, with respect to any Notice of Borrowing that is designated a “revocable7’ notice by the Borrower 
(by checking the appropriate box on such Notice of Borrowing), the Borrower shall be permitted to revoke such Notice of 
Borrowing by providing a written refusal to borrow to the Administrative Agent not later than 2:OO pm (New York City time) 
on the Determination Date; provided that the Borrower shall be permitted to invoke such refusal to borrow not more than 
three times in any calendar month. Uno refusal to borrow is received by the Administrative Agent prior to 200 pm (New 
York City time) on a Determinatjon Date, the Administrative Agent will promptly provide each Bank with a c o h e d  
Notice of Borrowing confirming the initial Notice of Borrowing and the applicable rate that shall initially apply to such 
Borrowing. 

For each Business Day that a Base Rate Loan is outstanding under this Agreement, on or prior to 1O:OO am on each such 
day, the Administrative Agent shall communicate its “prime rate” to each Bank and shall request each Bank to notify the 
Administrative Agent by not later than noon (New York City h e )  on such Business Day whether such Bank’s Cost of Funds 
exceeds such “prime rate”. Any Bank that does not provide notice to the Administrative Agent with respect to its Cost of 
Funds prior to noon (New York City time) on such Business Day shall be deemed to have confirmed to the Administrative 
Agent that such Bank’s Cost of Funds does not exceed such “prime rate”. On or prior to 3:OO pin on such Business Day, the 
Administrative Agent shall communicate any change in the applicable Base Rate, if any, to each Bank and the Borrower. 

“ Refunded SwLmg L i e  Loan ” has the meaning specified in Section 2.03 

“ -- ReElacement Bank ” has the meaning specified in Section 4.08 . 
“ Rer>ortabIe Event ” means any of the events set forth in Section 4043b) of ERISA or the regulations thereunder, other 

than any such event for which the 30-day notice requirement under ERISA has been waived in regulations issued by the 
PBGC. 

“ Reporting Effective Date ” means the effective date of any report required to be made hereunder. 

“ Rauested TCL Increase Effective Date ” has the meaning ascribed to such term in Section 2.14Ca) hereof. 

“ Required Banks-” means, at any time, the Banks that hold at least two-thirds of the Total Available Committed Line 
Portion at such time, which amount shall, for the avoidance of doubt, be allocated to each NonDefaulting Bank in an amount 
equal to its Total Committed Line Portion, and to each Defaulting Bank, its Effective Amount thereof, in each case at such 
time. 

“ Requirement of Law ” means, as to any Person, any law (statutory or common), treaty, rule or regulation or 
determination of an arbitrator or of a Governmental Authority, in each case applicable to or binding upon the Person or any 
of its property or to which the Person or any of its property is subject. 
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“ Respconsible Offi.er-” means the chief executive oEcer and the president of the Borrower or, with respect to financial 
mattersze chief financial officer of the Borrower, or such other officer of the Borrower that is acceptable to the Agents in 
the exercise of reasonable discretion. 

li‘ Revolving; Loan ” has the meaning specified in Section 2.01 . 
‘‘ Revolving; Loan Dollar Advanc&2aRy’ means a cap upon Revolving Loans under the Borrowing Base Line (based on 

the appljcable Borrowing Base Sub-Cap level listed below), with the following limits (and the related Advance Cap 
Percentage limits): 

Borrowing Base Sub-cap Revolving Loan Dollar Advance Cae Advance Cap Percentage 
$300,000,000 $175,000,000 58.33% 
$350,000,000 $2 1 0,000,000 60.00% 

$450,000,000 $280,000,000 62.22% 
$400,000,000 $240,000,000 60.00% 

The “Revolving Loan Dollar Advance Cap” set forth opposite each Borrowing Base Sub-Cap level above shall be reduced, as 
of any date of determination of such cap, dollar for dollar by the aggregate amount of (i) the then-outstanding Revolving 
Loans and (3) each Defaulting Bank’s “Revolving Loan Dollar Advance Cap Amount.” For purposes of this definition, the 
“Revolving Lorn Dollar Advance Cap Amount” of any Defaulting Bank shall be the product of such Defaulting Bank’s 
Available Committed Line Portion multip&&&y-the applicable Advance Cap Percentage (expressed as a decimal, rounded to 
the ninth decimal place) set opposite the applicable Borrowing Base Sub-Cap as of such date. The “Revolving Loan Dollar 
Advance Cap” shall not be interpolated between Borrowing Base Sub-Cap levels and shall remain at the lower level until the 
higher Borrowing Base Sub-cap level is elected by the Borrower. The Borrowing Base Sub-Cap level shall at no time exceed 
the Total Committed Line Portion. 

“ Secured Parties ” means the Collateral Agent, each of the Banks, each of their respective Affiliates that is an SPT 
Bank and the Indemnified Persons. 

L‘ Security Agreement ” means that certain Amended and Restated Security Agreement dated as of December 30,2008 
duly executed by the Borrower and delivered to the Collateral Agent for the benefit of the Secured Parties granting to the 
Collateral Agent, as collateral agent for the Secured Parties, a first priority security interest in and Lien upon the Collateral. 

“ Securitv Documents ” means (i) the Secuity Agreement, and (ii) all Hedging Assignments 

“ -- Sharing Event ” has the meaning ascribed to such term in the Intercreditor Agreement. 
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“ Short Position ” means the aggregate number of MMBTUS of Product, including that of the Prompt Month, which the 
Borrower lias contracted to sell (whether by sale of a contract on a commodities exchange or otherwise) or deliver on 
exchange or under a swap contract, including, without limitation, all option contracts (calculated on a Delta Equivalent Basis) 
representing the obligation of the Borrower to sell Product at the option of a third party and in each case for which a fued 
sales price has been set. Short Positions shall be expressed as a negative number. 

“ E T  Activity Report ” means a report detailing all SPT Close-Out Amounts and the SPT Activity tltilization Ratio (as 
defrned therein) to be used for monitoring the availability of SPT-Related Letters of Credit and compliance with the covenant 
set forth in gection 8.16 , which report shall be substantially in the form attached hereto as Exhibit J . 

‘I SPT Bank ” means each Swap Bank and each Physical Trade Bank. 

“ SPT Bank Close-Out Amounts ” has the meaning ascribed to such term in the htercreditor Agreement. 

‘’ SPT Contra&’’ means each Swap Contract and each Physical Trade Contract. 

‘‘ SPT-Relat&I,!C Cap ” means $50,000,000. 

“ -- SPT-Related Standby Letter of Credit ” means any Letter of Credit issued under the Letter of Credit Facility to support 

“ Storage Book Embedded Value ” means, at any time, the forecasted gross profit margin fi-om natural gas storage 

obligations of the Borrower under (i) any SPT Contract, or (ii) any other swap contract or physical trade contact. 

operations based on the Borrower’s natural gas inventory at such time and the associated fmancial positions at such time 
hedging such inventory, reasonably determined based on the Borrower’s planned natural gas injection and withdrawal 
schedules (it being understood for the avoidance of doubt that the actual realization of the Storage Book Embedded Value is 
contingent on the execution of planned injections and withdrawals and is subject to weather and other execution factors) less 
associated storage costs for the respective schedule period. 

“ Storage and Unhedged Transtmrtation Exposure ” has the meaning ascribed to such term in Section 8.1 1 hereof. 

“ Subordinated Debt ” means Indebtedness of the Borrower that has been reported to the Banks and that has been 
subordinated to the Obligations pursuant to a Subordination Agreement substantially in the form attached hereto as 
Exhibit G . 

“ Subsidiary ” of a Person means any corporation, association, partnership, joint venture, lirnited liability company or 
other business entity of which more than 50% of the voting stock or other Equity Interests (in the case of Persons other than 
corporations) is owned or controlled directly or indirectly by the Person, or one or more of the Subsidiaries of the Person, or a 
combination thereof. IJnless the context otherwise clearly requires, references herein to a “Subsidiary” refer to a Subsidiary 
of the Borrower. 
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“ Surety Instruments ” means all letters of credit (including standby and commercial), banker’s acceptances, bank 

“ Swap Bank Close-Out Amount ” has the meaning ascribed to such term in the Intercreditor Agreement. 

“ Swap Banks-” means each of (a) Fortis Bank S M ,  New York Branch, BNP Paribas, Soci6ttB GieSnCrale, The Royal 

guaranties, shipside bonds, surety bonds and similar instruments. 

Bank of Scotland plc, and NATIXS, acting through its New York Branch, or their respective Affiliates, and @) any other 
Bank or any Affiliate thereof approved by the Required Banks, in the case of each of the foregoing clauses, in its capacity as 
a party to a Swap Contract, to the extent that such Bank, or its AFfiliate (as the case may be) signs and becomes a party to the 
Intercreditor Agreement prior to entering into such Swap Contract. 

“ Swap Contract ” means any agreement entered between a Swap Bank and the Borrower, whether or not in writing, 
relating to any single transaction that is a rate swap, basis swap, forward rate transaction, commodity swap, commodity 
option, equity or equity index swap or option, bond, note or bill option, interest rate option, forward foreign exchange 
transaction, cap, collar or floor transaction, currency swap, cross-currency rate swap, currency option or any other similar 
transaction (including any option to enter into any of the foregoing) or any combination of the foregoing and, unless the 
context clearly requires, any master agreement relating to or governing any or all of the foregoing. 

“ Swiny Line Bank ” means BNP Paribas. 

“ Swim Line DollarAdvance Cap_” means a cap upon Swing Line Loans under the Borrowing Base Line (based on the 
applicable Borrowing Base Sub-Cap level listed below), with the following limits (and the related Advance Cap Percentage 
limits): 

Borrowing Base Sub-Cap 
$300,000,000 
$350,000,000 
$400,000,000 
$450,000,000 

Swing Line Dollar Advance Cat 
$1 7.000.000 
$22;000;000 
$25,000,000 
$27,000,000 

Advance Cap Percentage 
5.66% 
6.29% 
6.25% 
6.00% 

‘I’he “Swing Line Dollar Advance Cap’’ set forth opposite each Borrowing Base Sub-Cap level above shall be reduced, as of 
any date of determination of such cap, dollar for dollar by the aggregate amount of (i) the then-outstanding Swing Line Loans 
and (ii) each Defadting Bank’s “Swing Line Dollar Advance Cap Amount.” For purposes of this defhtion, the “Swing Line 
Dollar Advance Cap Amount” of any Defaulting Bank shall be the product of such Defaulting Bank’s Available Committed 
Line Portion multiplied by the applicable Advance Cap Percentage (expressed as a decimal, rounded to the ninth decimal 
place) set opposite the applicable Borrowing Base Sub-Cap as of such date. The ‘‘Swing Line Ilollar Advance Cap” shall not 
be interpolated between Borrowing Base Sub-Cap levels and shall remain at the lower level until the higher Borrowing Base 
Sub-Cap level is elected by the Borrower. The Borrowing Base Sub-Cap level shall at no time exceed the Total Committed 
Line Portion. 
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“ Swinp Line Loan ” has the meaning ascribed to such term in Section 2.01 . 
“ - SwinA-Line Participation Amount ” has the meaning ascribed to such term in Section 2.03cb)(iii> . 
“ Swing Line Premium ” means 1 .OO% per annum. 

“ Swing Line Rate ’’ means, as of the date of any Swing Line Loan, the Base Rate; provided that the “Reference Bank 
Cost of Funds” with respect to any Swing Line Loan shall not be an average rate, but instead will be the Cost of Funds 
quoted by the Swing Line Bank to the Borrower as of such date. 

“ Syndication A=n&” has the meaning ascribed to such term in the preamble. 

‘‘ Tanyible Net Worth ” means (a) the sum of the Borrower’s assets, as determined in accordance with GAAP, minus 
(b) the sum of the Borrower’s liabilities excluding Subordinated Debt, as determined in accordance with GAAP, minus (c) all 
amounts due from employees, owners, Subsidiaries and Affiliates other than Accounts permitted to be included as Eligible 
Accounts in the calculation of the Borrowing Base Advance Cap, minus (d) investments in Capital Stock, minus (e) the 
intangible assets of the Borrower, as determined in accordance with GAAP, minus ( f )  if the Embedded Value Difference 
fiom General Ledger for the Fixed Price Book is negative, the absolute value thereof, minus (g) the amount of accumulated 
other comprehensive income, minus (h) if tJ1e Embedded Value Difference fron General Ledger for the Storage Book is 
negative, the absolute value thereof and (i) adjusted to negate the impact of the Basis Swap Cumulative Mark-to-Market 
Amount. 

“ Taxes ” means any and all present or future taxes, levies, assessments, imposts, duties, deductions, fees, withholdings, 
or similar charges, and all liabilities with respect thereto, excluding, in the case of each Bank and the Administrative Agent, 
taxes imposed on or measured by each Bank’s net income or capital (with respect to hnchise taxes or similar taxes) by the 
jurisdiction (or any political subdivision thereof) under the laws of which such Bank or the Administrative Agent, as the case 
may be, is organized or maintains a Lending Office. 

“ ’&se Party Agreement ” means the Three Party Agreement Relating to Lockbox Services (with Activation) dated 
September 30,2003, among the Borrower, Fortis Bank S M V ,  New York Branch and Bank of America, N.A. 

“ Tier 1 Accowt-,” means an Eligible Account with a Tier I Account Party. 

“ __I_- Tier I Account Party ” means an Account Debtor that is approved by the Required Banks in their sole discretion 

“ T k I  Unbilled Account ” means Unbilled Eligible Accounts with a Tier 1 Account Party. 

exercised in good faith as a Tier I Account Party. 
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“ Tier D: A c c o u ~ ~ ”  means Eligible Accounts (i) with a Tier I1 Account Party or (ii) if for an amount of $1,000,000 or 

“ Tier II Account Party ” means any Account Debtor that is approved by the Required Banks in their sole discretion 

“ ‘Vier II Unbilled A c ~ o u n ~ ’ ~  means Unbilled Eligible Accounts (i) with a Tier TI Account Party or (ii) iffor an amount 

“ TLGP ” means Trans Louisiana Gas Pipeline, Inc., an indirect wholly-owned subsidiary of the Guarantor. 

“ TLGP L/C Cap ” means $30,000,000. 

“ TLGP Letter of Credit ” means any letter of credit (whether a standby letter of credit or commercial documentary letter 

less, with any account debtor. 

exercised in good faith as a Tier II Account Party. 

of $1,000,000 or less, with any account debtor. 

of credit) that is Issued by an Issuing Bank for the account of Borrower, to the extent that such letter of credit (a) is Issued 
pursuant to Article III on behalf of TLGP to support payment obligations of TLGP with respect to the acquisition of Product 
in the ordinary course of business of TLGP, and (b) immediately after giving effect to the Issuance thereof, does not cause 
the aggregate undrawn amount of all outstanding TLGP Letters of Credit, together with the amount of all unreimbursed 
drawings under all TLGP Letters of Credit, to be an amount in excess of the TLGP L/C Cap. 

the aggregate AvailabIe Committed Line Portions of all Defaulting Banks at such time. 

Committed Line Portions,” as amended ftom time to time in accordance with Section 2.1qd.L. 

place) of Total Committed Line Portions divided by the Maximum Line. 

Subsidiaries that, in accordance with GAAP, would be classified as liabilities on the balance sheet of a Person conducting a 
business the same as or similar to that of such Person, as detennined on a Consolidated basis, but excluding to the extent 
otherwise included therein any portion of the Subordinated Debt and adjusted to negate the impact of the Basis Swap 
Cumulative Mark-to-Market Amount. 

“ Total Available Committed Line Portion ” means, at any time, the Total Committed Line Portions of all Banks minus 

“ Total Committed Line Portions ” means the Dollar amount shown in Schedule 2.01 across ftom the phrase “Total 

“ Total Committed Percentage ” means the percentage equivalent (expressed as a decimal, rounded to the ninth decimal 

“ Total Liabilities ” means, with respect to any Person on any date of determination, all liabilities of such Person and its 

“ 

‘‘ UnbilIed Elicible Accounts ” means Accounts of the Borrower for Product which has been delivered to an Account 
Debtor and which would be Eligible Accounts but for the fact that such Accounts have not actually been invoiced at such 
time, net of ,  in each case, (i) any accounts payable owing to the Account Debtor from the Borrower on such Account and 
(ii) after 

means either a Base Rate Loan or an Offshore Rate Loan. 
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application thereof to any Eligible Accounts, Eligible Exchange Receivables, and Realizable ‘IJnrealized Profits with such 
Account Debtor, other offsets against amounts owed to such Account Debtor, whether in respect of unbilled purchases, out- 
of-the-money positions or unperformed contracts for purchase. 

“ Undelivered Product Value ” means the lesser of the (a) cost or (b) current market value of Product purchased by the 
Borrower under the Letters of Credit but which has not been physically delivered to the Borrower. Undelivered Product 
Value cannot simultaneously be included in an Eligible Exchange Receivable. 

” Unfunded Pension Liability-” means the excess of a Plan’s benefit liabilities under Section 400I(&(ll)-.of ERISA, 
over the current value of that Plan’s assets, determined in accordance with the assumptions used for funding the Pension Plan 
pursuant to Section 4 12 of the Code for the applicable plan year. 

“ Unilateral overage Advance ” means (i) any Unilateral Swap Bank Overage Advance, and (6) any TJnilateral Physical 
Trade Bank Overage Advance. 

“ Unilateral Overage Pro Rata Share ” means, as to any Bank at any time, the percentage equivalent (expressed as a 
decimal, rounded to the ninth decimal place) at such time of such Bank’s (i) aggregate Unilateral Overage Advancesplus all 
interest due thereon, divided by (ii) the combined total tJnilateral Overage Advances of all Banks plus all interest due 
thereon. 

‘‘ Unilateral Physical Trade Bank Overage Advance ” has the meaning ascribed to such term in Section 2.01(c) hereof. 

” U~lateral  Swap&& Overape Advance ” has the meaning ascribed to such term in Section 2.011b) hereof. 

“ United States ” and ‘‘ u.&” each means the United States of America. 

“ Unrealized Mark-to-Market Losses ” means, on a counterparty by counterparty basis, (a) if the Embedded Value 
Difference fiom General Ledger for the Fixed Price Book is negative, the absolute value thereof p& (b) if the Embedded 
Value Difference from General Ledger for the Storage Book is negative, the absolute value thereof. 

“ Voting Interests ” means shares of capital stock issued by a corporation, or equivalent Equity Interests in any other 
Person, the holders of which are ordinarily, in the absence of contingencies, entitled to vote for the election of directors (or 
persons performing similar functions) of such Person, even if the right to so vote has been suspended by the happening of 
such a contingency. 

1.02 Other Interpretive Provisions-. 

(a) The meanings of defmed terms are equally applicable to the singular and plural forms of the defined terms. 
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(b) The words “hereof,” “herein,” “hereunder” and similar words refer to this Agreement as a whole and not to any 
particular provision of this Agreement; and Subsection, Section, Schedule and Exhibit references are to this Agreement 
unless otherwise specified. 

(i) The term “documents” includes any and a11 instruments, documents, agreements, certificates, indentures, notices 

(i) The term “including” is not limiting and means “inchding without limitation.” 
(iii) JII the computation of periods of time fiom a specified date to a later specified date, the word “fiom” means 

and other writings, however evidenced. 

‘%om and including”; the words ‘cto7’ and ‘bntil“ each mean “to but excluding”; and the word “through” means “to and 
including.” 

(c) Unless otherwise expressly provided herein, (i) references to agreements (including this Agreement) and other 
contractual instruments shall be deemed to include all subsequent amendments and other modifications thereto, but only to 
the extent such amendments and other modifications are not prohibited by the terms of any Loan Document, and 
(ii) references to any statute or regulation are to be construed as including all statutory and regulatory provisions 
consolidating, amending, replacing, supplementing or interpreting the statute or regulation. 

of this Agreement. 

same or similar matters. AI1 such limitations, tests and measurements are cumulative and shall each be performed in 
accordance with their terms. 

The captions and headings of this Agreement are for convenience of reference only and shall not affect the interpretation 

This Agreement and other Loan Documents may use several different limitations, tests or measurements to regulate the 

This Agreement and the other Loan Documents are the result of negotiations among and have been reviewed by counsel 
to the Agents, the Banks, the Borrower and the other parties, and are the products of a11 parties. Accordingly, they shall not 
be construed against the Banks or Agents merely because of Agents’ or Banks’ involvement in their preparation. 

1.03 Accounting Principles . 

(a) Unless the context otherwise clearly requires, all accounting terms not expressly defined herein shall be construed, 

@) References herein to “fiscal year” and “fiscal quarter” refer to such fiscal periods of the Borrower. 

and all financial computations required under this Agreement shall be made, in accordance with GAAP, consistently applied. 
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ARTICLE u1 

THE CREDITS 

2.01 &-punts and-Tgrms of Committed Lines . 
(a) Revolving Loans . Each Bank severally agrees on the terms and conditions set forth herein, to make loans, from t h e  

to time, to the Borrower under the Borrowing Base L,ine (each such loan, a ‘‘ Revolvin- Loan ”) on any Business Day during 
the period from the Closing Date to the Expiration Date, in an aggregate amount not to exceed at any time outstanding 
(i) such Bank’s Committed Line Portion for the Borrowing Base Line; or (ii) such Bank‘s Pro Rata Advance Share (or, if a 
Defaulting Bank exists, and without Limitation to the obligations of such Defaulting Bank under this Section 2.01 , with 
respect to any Non-Defaulting Bank, its Pro Rata Adjusted Advance Share, if applicable) of the Revolving Loan Dollar 
Advance Cap; provided., however , that, after giving effect to any Borrowing of Revolving Loans, the Effective Amount of 
all outstanding Revolving Loans, pZus Swing Line Loans, plus the Effective Amount of all L,/C Obligations, shall not exceed 
the lesser of the Borrowing Base Advance Cap or the Total Available Committed Line Portion. At no time shall the 
Revolving Loan Dollar Advance Cap be exceeded. 

the event that any amounts owing to any Swap Bank or any of its Affiliates under any Swap Contract are not paid within 
two (2) Business Days after such obligation becomes due thereunder (whether at a scheduled date, by acceleration, early 
termination, on demand, or otherwise), then such Swap Bank shall notify the Administrative Agent of such Failure to pay and 
the Administrative Agent (without the necessity of any instructions or request fiom the Borrower) shall, during the period 
from the Closing Date until the Expiration Date and so long as such Swap Bank (or its Affiliate) is not then a Defaulting 
Bank, make a Revolving Loan in accordance with the provisions of Section 2.03 of #is Agreement under the Borrowing 
Base Line ( d e r  notice from the Administrative Agent that the requested advance is to be made to cover obligations of the 
Borrower under a Swap Contract) and such Revolving Loan shall be funded in accordance with the procedures set forth in 
such Section 2.03 by each Bank with respect to its Pro Rata Advance Share (or, if a Defaulting Bank exists, and without 
limitation to the obligations of such Defaulting Bank under this Section 2.03&), with respect to any Non-Defaulting Bank, 
its Pro Rata Adjusted Advance Share, if applicable) or, with respect to any amount in excess of the lesser of the Borrowing 
Base Advance Cap (measured against the then-outstanding amount of Borrower Obligations hereunder (which, for the 
avoidance of doubt shall include all then-outstanding LJnilateral Overage Advance amounts of any Bank and shall exclude the 
amount of the then-current Unilateral Swap Bank Overage Advance to be made pursuant to this Section 2.01(b) , if any)) or 
the Total Available Committed Line Portion, pursuant to a TJnilateral Swap Bank Overage Advance as set forth in this 
Section 2.01(l>land such Unilateral Swap Bank Overage Advance shall be h d e d  in accordance with the procedures set forth 
in Section 2.03 by the applicable Swap Bank or if such Swap Bank is not itself a Bank hereunder, its Bank AfHiate 
hereunder for any amaunts due by the Borrower to such Swap Bank or any of its Affiliates under any Swap Contract 
(including, without limitation, any amounts required to be deposited as cash collateral by the Borrower in connection 
therewith), and then apply the proceeds of such advance to pay to such Swap Bank or 

(b) Advances Related to the Swap Contracts , In addition to advances requested from time to time by the Borrower, in 
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any of its Affrliates all amounts owed to such Person under such Swap Contract (including, without limitation, any amounts 
required to be deposited as cash collateral by the Borrower in connection therewith). Upon making any such advance as 
provided above, the Administrative Agent shall send notice of such advance to the Borrower arid the Banks. Any such 
advance shall initially be a Base Rate Loan (with the “Reference Bank Cost of Funds” component thereof being calculated on 
the Cost of Funds of the applicable Swap Bank (or if such Swap Bank is not a Bank hereunder, its Bank Affiliate hereunder) 
and not as a simple average of all Banks). In the event that after giving effect to any such advance made to fimd such Swap 
Bank or any of its Affiliates, the then--outstanding amount of the Borrower Obligations hereunder (which, for the avoidance 
of doubt shall include all then-outstanding Unilateral Overage Advance amounts of any Bank and shall exclude the amount of 
the Unilateral Swap Bank Overage Advance resulting from such advance, if any) would exceed the Borrowing Base Advance 
Cap or the Total Available Committed Line Portion, the Banks shall have no duty to fund their pro rata share of any excess 
resulting from such advance made to repay amounts owing to such Swap Bank or any of its Affiliates under any Swap 
Contract (including, without limitation, any amounts required to be deposited as cash collateral by the Borrower in 
connection therewith), but such Swap Bank’s (or if such Swap Bank is not itself a Bank hereunder, its Bank Affiliate’s) 
outstandings hereunder shall be deemed to be increased by the amount of such excess funded by such Swap Bank (or if such 
Swap Bank is not itself a Bank, its Bank Affiate hereunder) as provided above in accordance with Section 2.03 (any such 
increase, a “ Unilateral S w s  Bank Overage Advance ”). With respect to any Unilateral Swap Bank Overage Advance, the 
Borrower shall pay to the Administrative Agent, for the benefit of the applicable Swap Bank (or its Bank Affiliate 
hereunder), the amount of such Unilateral Swap Bank Overage Advance, together with interest thereon, within 
one (1) Business Day after the date of such advance and, notwithstanding anything to the contrary herein, no other Bank shall 
share in the payment of such Unilateral Swap Bank Overage Advance. 

(c) Advances Related to the Physical Trade Contracts . In addition to advances requested from time to time by the 
Borrower, in the event that any amounts owing to any Physical Trade Bank or any of its Affiliates under any Physical Trade 
Contract are not paid within two (2) Business Days after such obligation becomes due thereunder (whether at a scheduled 
date, by acceleration, early termination, on demand, or otherwise), then such Physical Trade Bank shall notify the 
Administrative Agent of such failure to pay and the Administrative Agent (without the necessity of any instructions or 
request from the Borrower) shall, during the period from the Closing Date until the Expiration Date and so long as such 
Physical Trade Bank (or its Affiliate) is not then a Defaulting Bank, make a Revolving Loan in accordance with the 
provisions of Section 2.03 of this Agreement under the Borrowing Base Line (after notice from the Administrative Agent that 
the requested advance is to be made to cover obligations of the Borrower under a Physical Trade Contract) and such 
Revolving Loan shall be funded in accordance with the procedures set forth in such Section 2.03 by each Bank with respect 
to its Pro Rata Advance Share (or, if a Defaulting Bank exists, and without limitation to the obligations of such Defaulting 
Bank under this Section 2.03(c). , with respect to any Non-Defaulting Bank, its Pro Rata Adjusted Advance Share, if 
applicable) or, with respect to any amount in excess of the lesser of the Borrowing Base Advance Cap (measured against the 
then-outstanding amount of Borrower Obligations hereunder (which, for the avoidance of doubt shall include all then- 
outstanding Unilateral Overage Advance amounts of any Bank arid shall exclude the amount of the then-current Unilateral 
Physical Trade Bank Overage Advance made pursuant 
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to this Section 2.01 (c) , if any)) or the Total Available Committed Line Portion, pursuant to a Unilateral Physical Trade Bank 
Overage Advance as set forth in this Section 2.01(c) , and such Unilateral Physical Trade Bank Overage Advance shall be 
funded in accordance with the procedures set forth in Section 2.03 by the applicable Physical Trade Bank or if such Physical 
Trade Bank is not itself a Bank hereunder, its Bank Affiliate hereunder for any amounts due by the Borrower to such Physical 
Trade Bank or any of its Affiliates under any Physical Trade Contract (including, without limitation, any amounts required to 
be deposited as cash collateral by the Borrower in connection therewith), and then apply the proceeds of such advance to pay 
to such Physical Trade Bank or any of its AMiliates all amounts owed to such Person under such Physical Trade Contract 
(including, without limitation, any amounts required to be deposited as cash collateral by the Borrower in connection 
therewith). Upon making any such advance as provided above, the Administrative Agent shall send notice of such advance to 
the Borrower and the Banks. Any such advance shall initially be a Base Rate Loan (with the “Reference Bank Cost of Funds” 
component thereof being calculated on the Cost of Funds of the applicable Physical Trade B& (or if such Physical Trade 
Bank is not a Bank hereunder, its Bank Affiliate bereunder) and not as a simple average of all Banks). In the event that after 
giving effect to any such advance made to fund such Physical Trade Bank or any of its Affiliates, the then-outstanding 
amount of the Borrower Obligations hereunder (which, for the avoidance of doubt, shall include all then-outstanding 
IJnilateral Overage Advance amounts of any Bank and shall exclude the amount of the Unilateral Physical Trade Bank 
Overage Advance resulting from such advance, if any) would exceed the Borrowing Base Advance Cap or the Total 
Available Committed Line Portion, the Banks shall have no duty to fund their pro rata share of any excess resulting &om 
such advance made to repay amounts owing to such Physical Trade Bank or any of its Affiliates under any Physical Trade 
Contract (including, without limitation, any amounts required to be deposited as cash collateral by the Borrower in 
connection therewith), but such Physical Trade Bank‘s (or if such Physical Trade Bank is not itself a Bank hereunder, its 
Bank Affiliate’s) outstandings hereunder shall be deemed to be increased by the amount of such excess funded by such 
Physical Trade Bank (or if such Physical Trade Bank is not itselfa Bank, its Bank Affiliate hereunder) as provided above in 
accordance with Section 2.03 (any such increase, a “ Unilateral Physical Trade Bank Overage Advance ”). With respect to 
any tJnilateral Physical Trade Bank Overage Advance, the Borrower shall pay to the Administrative Agent, for the benefit of 
the applicable Physical Trade Bank (or its Bank Affiliate hereunder), the amount of such Unilateral Physical Trade Bank 
Overage Advance, together with interest thereon, within one (1) Business Day after the date of such advance and, 
notwithstanding anything to the contrary herein, no other Bank shall share in the payment of such IJniIateral Physical Trade 
Bank Overage Advance. 

(d) Swiny Line Loans . The Swing Line Bank agrees on the applicable terms and conditions set forth herein, to make 
loans, &om time to time, to the Borrower under the Borrowing Base Line (each such loan, a “ Swim Line Loa-’’) on any 
Business Day during the period from the Closing Date to the Expiration Date, in an aggregate amount not to exceed at any 
time outstanding (i) such Bank’s Committed Line Portion for the Borrowing Base Line; or (ii) the Swing Line Dollar 
Advance Cap; provided, howeverr, that, after giving effect to any Borrowing of Swing Line Loans, the Effective Amount of 
all outstanding Swing Line Loans, plus Revolving Loans, plus the Effective Amount of all L E  Obligations, shall not exceed 
the lesser of Borrowing Base Advance Cap or the Total Available Committed Line Portion. At no time shall the Swing Line 
Dollar Advance Cap be exceeded. 
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2.02 Loan Accounts. 

(a) The Loans made by each Bank and the Letters of Credit Issued by an Issuing Bank shall be evidenced by one or 
more accounts or records maintained by the Administrative Agent in the ordinary course of business. The accounts or records 
maintained by the Administrative Agent shall be conclusive absent manifest error of the amount of the Loans made by the 
Banks to the Borrower and the Letters of Credit Issued for the account of the Borrower hereunder, and the interest and 
payments thereon. Any failure so to record or any error in doing so shall not, however, limit or otherwise affect the 
Obligation of the Borrower hereunder to pay any amount owing with respect to the Loans or any Letter of Credit. 

evidenced by one or more Notes, instead of loan accounts. Each such Bank may endorse on the schedules annexed to its Note 
(s) the date, amount and maturity of each Loan made by it and the amount of each payment of principal made by the 
Borrower with respect thereto. Each such Bank is irrevocably authorized by the Borrower to endorse its Note(s) and each 
Bank’s record shall be conclusive absent manifest error; provided. however , that the failure of a Bank to make, or an error in 
making, a notation thereon with respect to any Loan shall not limit or otherwise affect the Obligations of the Borrower 
hereunder or under any such Note to such Bank. 

(b) Upon the request of any Bank made through the Admiistrative Agent, the Loans made by such Bank may be 

2.03 Procedure for Borrowing. 

(a) RevoIVingLml.: 
(i) Each Borrowing of Revolving Loans consisting only of Base Rate Loans shall be made upon the Borrower’s 

witten notice delivered to the Administrative Agent and the Badcs in the form of a Notice of Borrowing (Revolving 
Loan), which notice must be received by the Administrative Agent and the Banks by no later than 12:OO p.m. noon 
(New York City time) two (2) Business Days immediately preceding the Borrowing Date specifying the amount of the 
Borrowing; provided that if such Notice of Borrowing indicates that it is “irrevocable” (by checking the applicable box 
on such Notice of Borrowing), the deadline for providing such notice shall be reduced by one Business Day so that such 
notice must be received no later than 12:OO p.m. noon (New York City time) one (1) Business Day immediately 
preceding the Borrowing Date. Each such Notice of Borrowing shall be by electronic transfer or facsimile, confmed 
immediately in an original writing. Each Borrowing of Revolving Loans that includes any Offshore Rate Loans shall be 
made upon the Borrower’s written notice delivered to the Administrative Agent and the Banks in the form of a Notice of 
Borrowing (which notice must be received by the Administrative Agent by no later than 12:OO p.m. noon (New York 
City time) four (4) Business Days prior to the requested Borrowing Date), specifying the amount of the Borrowing; 
provided that if such Notice of Borrowing indicates that it is “irrevocable” (by checking the applicable box on such 
Notice of Borrowing), the deadline for providing such notice shall be reduced by one Business Day so that such notice 
must be received no later than 12:OO p.m. noon (New York City time) three (3) Business Days immediately preceding 
the Borrowing Date. Each such Notice of Borrowing shall be by electronic transfer or facsimiIe, confired immediately 
in an original writing. Each requested Offshore Rate Loan must have an Offshore Effective Amount of at least 
$15,000,000. 
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(ii) The Administrative Agent will promptly (x) noti@ each Bank of its receipt of any Notice of Borrowing and of 
the amount of such Bank’s Pro Rata Advance Share (or, if a Defaulting Bank exists, and without limitation to the 
obligations of such Defaulting Bank under this Section 2.03@) , with respect to any Non-Defaulting Bank, its Pro Rata 
Adjusted Advance Share, if applicable) of that Borrowing and (y) request each Bank to provide its Cost of Funds rate 
consistent with the procedures set forth in the “Reference Bank Cost of Funds Rate” definition. 

(5) Each Bank will make the amount of its Fro Rata Advance Share (or, if a Defaulting Bank exists, and without 
limitation to the obligations of such Defaulting Bank under this Section 2.03cb) , with respect to any Non-Defaulting 
Bank, its Pro Rata Adjusted Advance Share, if applicable) of such Borrowing available to the Administrative Agent for 
the account of the Borrower at the Administrative Agent’s payment office by 3:OO p.m. mew York City time) on the 
Borrowing Date requested by the Borrower in funds immediately available to the Administrative Agent. The proceeds of 
all such Loans will then be made available to the Borrower by the Administrative Agent at such office by crediting the 
Lock Box with the aggregate of the amounts made available to the Administrative Agent by the Banks and in like funds 
as received by the Administrative Agent. 

To the extent that any Notice of Borrowing contemplated in the foregoing provisions of this Section 2.03(a) is delivered on 
the applicable Business Day but after the specified time for such notice, such notice shall be deemed to have been received as 
of the start of business on the immediately succeeding Business Day. 

(b) Swing Line L o a :  (i) Each Borrowing of Swing Line Loans shall be made upon the Borrower’s irrevocable written 
notice delivered to the Administrative Agent and the Swing Line Bank in the form of a Notice of Borrowing (Swing Line), 
which notice must be received by the Administrative Agent and the Swing Line Bank by no later than 12:OO p-m. noon (New 
York City time) on the Borrowing Date specifying the amount of the Borrowing. Each such Notice of Borrowing shall be by 
electronic transfer or facsimile, confmed immediately in an original writing. Each requested Swing Line Loan shall be in a 
rniuimum amount of $1,000,000. 

(ii) RefundedSwing Line Loan . lfthe Administrative Agent shall not have received full repayment in cash of any 
Swing Line Loan on or before 11:OO a.m. (New York City time) on the applicable Advance Maturity Date for such 
Swing Line Loan, the Swing Line Bank may, not later than 3:OO p.m. (New York City time), on such day, request on 
behalf of the Borrower of such Swing Line Loan (which hereby irrevocably authorizes the Swing Line Bank to act on its 
behalf), that each Bank having a Committed Line Portion, including the Swing Line Bank, shall, on a several basis, 
make a Revolving Loan in an amount equal to such Bank’s Pro Rata Advance Share (or, if a Defaulting Bank exists, and 
without limitation to the obligations of such Defaulting Bank under this Section 2.031b) ,with respect to any Non- 
Defaulting Bank, its Pro Rata Adjusted 
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Advance Share, if applicable) of the outstanding amount of the such Swing Line Loan (a ‘‘ Refunded Swine Line Loan 
’9. In accordance with Section 2.03(b)@) , each Bank shall make the proceeds of its Refunded Swing Line Loan 
available to the Swing Line Bank for the account of the Swing Line Bank at the Swing Line Bank’s lending office for 
Loans prior to I 1 :OO am. (New Y ork City time) in funds immediately available on the Business Day next succeeding 
the date such request is made. The proceeds of such Rehnded Swing Line Loans shall be immediately applied to repay 
the Swing Line Loans. 

(iii) If prior to the making of any Refunded Swing Line Loan pursuant to Section 2.03@)@one of the events 
described in Section 9.01(.e) or (0 shall have occurred, each Bank shall, on the date such Refixnded Swing Line Loan 
was to have been made, purchase an undivided participating interest in the Swing Line Loan in an amount equal to its 
Pro Rata Advance Share (or, if a Defaulting Bank exists, and without limitation to the obligations of such Defaulting 
Rank under this Section 2.03(Q, with respect to any Non-Defaulting Bank, its Fro Rata Adjusted Advance Share, if 
applicable) of such Swing Line Loan (the “ Swinp Line ParticiualiQn Amount ” and each participating Bank a “ swine. 
Line Participaths Bank ”). Each Swing Line Participating Bank shall promptly transfer to the Swing Line Bank, in 
immediately available funds, the amount of its Swing Line Participation Amount and upon receipt thereof the Swing 
Line Bank shall deliver to each such Swing Line Participating Bank a Swing Line Loan participation certificate, in a 
form specified by the Swing Line Bank, dated the date of receipt of the Swing Line Participation Amount and in such 
m1ount. 

(iv) Whenever, at any time after the Swing Line Bank has received &om any Swing Line Participating Bank such 
Swing Line Participating Bank’s Swing Line Participation Amount, the Swing Line Bank receives any payment on 
account thereof, the Swing Line Bank shall distribute to each such Swing Line Participating Bank its allocable portion 
of such payment (appropriately adjusted, in the case of interest payments, to reflect the period of time dun’ng which such 
Swing Line Participating Bank’s participating interest was outstanding and funded, and in the case of principal and 
interest payments, to reflect such Swing Line Participating Bank’s pro rata portion of such payment if such payment is 
not sufficient to pay the principal and interest on all Swing Line Loans then due) in like funds as received; provided , 
however, that in the event that such payment received by the Swing Line Bank is required to be retumed, such Swing 
Line Participating Bank shall return to the Swing Line Bank any portion thereof previously distributed by the Swing 
Line Bank to it in like funds as such payment is required to be returned by the Swing Line Bank. 

purchase participating interests pursuant to Section 2.031bXiii) shall be absolute and unconditional and shall not be 
affected by any circumstance, including, without limitation, (i) any sei-off, counterclaim, recoupment, defense or other 
right which such Bank may have against the Swing Line Bank, the Borrower, or any other Person for any reason 
whatsoever, (ii) the occurrence or continuance of an Event of Default, (iii) any failure to satisfy any condition precedent 
to extensions of credit set forth in Section 5 , (iv) any adverse change in the condition 

(v) Each Lender’s obligation to make Refunded Swing Line Loans referred to in Section 2.03@‘$iiJ-above and to 
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(financial or otherwise) of the Borrower or the Guarantor, (v) any breach of this Agreement by the Borrower or by the 
Guarantor with respect to any Loan Document to which it is a party or any other Bank or (vi) any other circumstance, 
happening or event whatsoever, whether or not similar to any of the foregoing. 

To the extent that any Notice of Borrowing contemplated in the foregojng provisions of this Section 2.03b) is delivered on 
the applicable Business Day but after the specified time for such notice, such notice shall be deemed to have been received as 
of the start of business on the immediately succeeding Business Day. 

2.04 Conversion and Continuation Elections . 
(a) Borrower may, upon written notice to the Administrative Agent in accordance with Subsection 2.04&)-: 

(i) elect, as of any Business Day, in the case of Base Rate Loans, or as of the last day of the applicable Interest 
Period, in the case of any Offshore Rate Loan, to convert any such Loans into Loans of any other Type ( provided, 
however , that the Offshore Effective Amount of each Offshore Rate Loan must be at least $15,000,000); or 

Periods expiring on such day ( provided, however , that the Offshore Effective Amount of each Offshore Rate Loan 
must be at least $15,000,000); 

provided, however, that if at any time the aggregate amount of Offshore Rate Loans in respect of any Borrowing is reduced, 
by payment, prepayment, or conversion of part thereof, to have an Offshore Effective Amount of less than $1 5,000,000, such 
Offshore Rate Loans shall automatically convert into Base Rate Loans, and on and after such date the right of the Borrower 
to continue such Loans as, and convert such Loans into, Offshore Rate Loans shall terminate. 

(ii) elect, as of the last day of the applicable Interest Period, to continue any Revolving Loans having Interest 

(b) Borrower shalI deliver a Notice of ConversiodContinuation to be received by the Administrative Agent not later 
than 12:OO p.m. noon (New York City time) two (2) Business Days immediateIy preceding the ConversiodContinuation Date 
if the Loans are to be converted into Base Rate Loans; and four (4) Business Days in advance of the ConversionlContinuation 
Date, if the Loans are to be converted into or continued as Offshore Rate Loans, specifying: 

(i) the proposed ConversionlContinuation Date; 
(ii) the aggregate amount of Loans to be converted or continued; 
(iij) the Type of Loans resulting from the proposed conversion or continuation; 
(iv) other than in the case of conversions into Base Rate Loans, the duration of the requested Interest Period; and 
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(v) whether such Notice of ConversiodContinuation is   re vocable^' or ‘rirre~~~able’’(by checking the applicable 
box on such notice). 

E a  Notice of Conversion/Continuation is “irrevocable”, the deadlines set forth in Section 2.046) above shall be reduced by 
one (1) Business Day so that with respect to Loans to be converted to Base Rate Loans, the deadline for notice shall be not 
later than 12:OO p.m. noon (New York City time) one (1) Business Day immediately preceding the ConversiodContinuation 
Date, and with respect to Loans to be converted to Offshore Rate Loans, the deadline for notice shall be not later than 
12:OO p.m. noon (New York City h e )  three (3) Business Days immediately preceding the ConversiodContinuation Date. 
With respect to any Notice of Conversjon/Coritinuation, if such notice is delivered on the applicable Business Day after the 
specified time for such notice, such notice shall be deemed to have been delivered as of the start of the immediately 
succeeding Business Day. 

select a new Interest Period to be applicable to its Of€shore Rate Loans, or if any Default or Event of Default then exists, the 
Borrower shall be deemed to have elected to convert such Offshore Rate Loans into Base Rate Loans effective as of the 
expiration date of such Interest Period. 

if no timely notice is provided by the Borrower, the Administrative Agent will promptly notify each Bank of the details of 
any automatic conversion. All conversions and continuations shall be made ratably according to the respective outstanding 
principal amounts of the Loans, with respect to which the notice was given, held by each Bank. 

not elect to have a Loan converted into or continued as an Offshore Rate Loan. 

(c) If upon the expiration of any Interest Period applicable to Offshore Rate Loans, the Borrower has failed to timely 

(d) The Administrative Agent will promptly notify each Bank of its receipt of a Notice of ConversiodContinuation, or, 

(e) Unless the Required Banks otherwise agree, during the existence of a Default or Event of Default, the Borrower may 

( f )  After giving effect to any Borrowing, conversion or continuation of Loans, there may not be more than 
five (5) Interest Periods in effect. 

(g) The Administrative Agent will promptly notify, in writing, each Bank ofthe amount of such Bank’s Pro Rata 
Advance Share (or, if a Defaulting Bank exists, and without limitation to the obligations of such Defaulting Bank under this 
Section 2.04 , with respect to any Non-Defaulting Bank, its Pro Rata Adjusted Advance Share, if applicable) of that 
Borrowing. 

To the extent that any Notice of ConversiodContinuation contemplated in the foregoing provisions of this Section 2.04 is not 
received as of the specified time, such notice shall be deemed to have been received as of the start of business on the 
immediately succeeding Business Day. 

2.05 O~tional Plepaynents . The Borrower may, at any t h e  or from time to time, upon the Borrower’s irrevocable 
written notice to the Administrative Agent received prior to 1:00 p.m. (New York City time) on the date of prepayment, 
prepay Loans in whole or in part without premium except any amounts due by Borrower pursuant to Article W ,  which notice 
of prepayment shall specifj: (x) the date and amount of the prepayment, which prepayment amount 
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shall be in a principal amount of $250,000 or whole multiple thereof and 0) which Revolving Loans shall be prepaid. The 
Administrative Agent will promptly notify each Bank of its receipt of any such prepayment, and of such Bank's Pro Rata 
Payment Share of such prepayment (which share may be affected by the allocation rules set forth in Section 2.1 1 with respect 
to Defaulting Banks). 

2.06 Mandatory PreDayments of Loans; Mandatory Commitment Reductions . If on any date the Effective Amount of 
L,/C Obligations exceeds the I IC Cap, the Borrower shall Cash Collateralize on such date the outstanding Letters of Credit in 
an amount equal to the excess above any such cap. If on any date after giving effect to any Cash Collateralization made on 
such date pursuant to the preceding sentence, the Effective Amount of all Revolving Loans, and Swing Line Loans then 
outstanding plus the Effective Amount of all L/C Obligations exceeds the lesser of (a) the Collateral Position or (b) the Total 
Committed Line Portion, the Borrower shall immediately, and witliout notice or demand, prepay the outstanding principal 
amount of the Revolving Loans and L/C Advances by an amount equal to the applicable excess. 

the Administrative Agent on behalf of the Banks, on the applicable Advance Maturity Date for such Loan. All amounts 
owing a Swap Bank under any Swap Contract, to the extent such amounts have not been repaid from the proceeds of a 
Revolving Loan pursuant to Section 2.0103) hereof, shall be paid on demand, or if no demand is made, on the first 
(1st) Business Day after the Borrower receives notice that such amount was advanced by or becomes owing to a Swap Bank. 
All amounts owing a Physical Trade Bank under any Physical Trade Contract, to the extent such amounts have not been 
repaid fiom the proceeds of a Revolving L,oan pursuant to Section 2.01(c) hereof, shall be paid on demand, or if no demand is 
made, on the first (1 st) Business Day after the Borrower receives notice that such amount was advanced by or becomes 
owing to a Physical Trade Bank. 

2.07 Repayment . The Borrower shall repay the principal amount of each Revolving Loan and each Swing Line Loan to 

2.08 Interest-. 
(a) (i) Each Revolving Loan (except for a Revolving Loan made as a result of a drawing under a Letter of Credit or a 

Reducing WC Borrowing) shall bear interest on the outstanding principal amount thereof from the applicable Borrowing Date 
at a floating rate per annum equal to the Base Rate plus the Applicable Margin at all times such Loan is a Base Rate Loan or 
at the greater of (i) the Offshore Rate plus the Applicable Margin and (K) Reference Bank Cost of Funds Rate plus the 
Applicable Margin, at all times such Loan is an Offshore Rate Loan. 

(ii) Each Swing Line Loan shall bear interest on the outstanding principal amount thereof from the date funded at a 
floating rate per annm equal to the Swing Line Rate plus the Applicable Margin plus the Swing Line Premium. For the 
avoidance of doubt, upon any Swing Line Loan becoming a Refunded Swing Line Loan (in accordance with 
Section 2.03(b)liifior upon the participation of the other Banks in any Swing Line Loan (in accordance with 
Section 2.03@)(iii)) , such Loan shall bear interest at the Base Rate. 
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(iii) Each Revolving Loan made as a result of a drawing under a Letter of Credit or a Reducing L/C Borrowing and 
all amounts owing with respect to any Bank with respect to any Unilateral Overage Advance shall bear interest on the 
outstanding principal amount thereof fkom the date funded at a floating rate per annum equal to the Base Rate plus the 
Applicable Margin until such Loan or other amounts owing to a Bank with respect to a Unilateral Overage Advance 
have been outstanding for more than two (2) Business Days and, thereafter, shall bear interest on the outstanding 
principal amount thereof at a floating rate per annum equal to the Base Rate, pZus three percent (3.0%) per annum (the 
sum thereof, the “ Default Rate ”). 

(b) Interest on each Revolving Loan shall accrue through and including the last day of each calendar month and shall be 
paid in amears on each Interest Payment Date. Interest on any Swing Line Loan shall be paid on the Advance Maturity Date 
with respect to such Swing Line Loan. 

(c) Notwithstanding subsection (a) of this Section, if any amount of principal of or interest on any Loan, or any other 
amount payable hereunder or under any other Loan Document is not paid in full when due (whether at stated maturity, by 
acceleration, demand or otherwise), the Borrower agrees to pay interest on such unpaid principal or other amount, fkom the 
date such amount becomes due until the date such amount is paid in full, and after as well as before any entry of judgment 
thereon to the extent permitted by law, payable on demand, at a fluctuating rate per annum equal to the Default Rate. 

(d) Anything herein to the contrary notwithstanding, the Obligations of the Borrower to any Bank hereunder shall be 
subject to the limitation that payments of interest shall not be required for any period for which interest is computed 
hereunder, to the extent (but only to the extent) that contracting for or receiving such payment by such Bank would be 
contrary to the provisions of any law applicable to such Bank limiting the highest rate of interest that may be lawfully 
contracted for, charged or received by such Bank, and in such event the Borrower shall pay such Bank interest at the highest 
rate permitted by applicable Iaw. 

deemed to have contracted for or be entitled to receive, collect or apply as interest under any such Note or any Loan 
Document, or otherwise, any amount in excess of the maximum rate of interest permitted to be charged by applicable law, 
and, in the event that any of the Banks ever receive, collect or apply as interest any such excess, such amount which would be 
excessive interest shall be applied to the reduction of the unpaid principal balance of the Note, and, if the principal balance of 
such Note is paid in full, any remahhg excess shall forthwith be paid to the Borrower. In determining whether or not the 
interest paid or payable under any specific contingency exceeds the highest lawful rate, the Borrower and such Bank shall, to 
the maxhum extent permitted under applicable law, (i) characterize any non-principal payment as an expense, fee, or 
premium, rather than as interest, (ii) exclude voluntary prepayments and the effect thereof and (iii) spread the total amount of 
interest throughout the entire contemplated term of such Note so that the interest rate is uniform throughout such term; 
provided, however, that if all Obligations under the Note and all Loan Documents are performed in fuIl prior to the end of 
the full contemplated term thereof and ifthe interest received for the actual term thereof exceeds the rnaxirnum lawfbl rate, 
such Bank shall refund to the Borrower the amount of such excess, or credit the amount of such excess against the aggregate 
unpaid principal balance of such Bank’s Note at the time in question. 

(e) Regardless of any provision contained in any Note or in any of the Loan Documents, none of the Banks shall ever be 
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2.09 Fees. 
(a) In addition to certain fees described in Sections 2.09fi) and =hereof, the Borrower shall pay to the Administrative 

Agent, for the account of each Bar& fees in accordance with the separate letter agreements between the Agents, the Banks 
and the Borrower. The Borrower shall also pay to the Agents, for their own accounts, fees in accordance with a separate letter 
agreement between the Agents and the Borrower. 

(b) The Borrower agrees to pay to the Administrative Agent for the account of each Bank a commitment fee for the 
period from and including the Closing Date to but not including the Maturity Date, computed at the Commitment Fee Rate on 
the average daily Available Committed Line Portion of such Bank during the period for which payment is made; provided 
that for any day that a Bank is a Defaulting Bank hereunder, its average daily Available Committed Line Portion shall be 
deemed to be, solely for purposes of this Section 2.09&), zero. The commitment fee shall accrue through the last day of each 
of March, June, September and December and shall be payable quarterly in arrears on the fifth (5 *) Business Day of the 
each of April, July, October, and January and on the Maturity Date or such earlier date as the Committed Line Portion of 
such Bank shall terminate as provided herein, commencing on the first of such dates to occur after the date hereof (or if such 
day is not a Business Day, the next succeeding Business Day). 

2.10 Go-m2utation of Fees and Interest . 

(a) All other computations of fees and interest shall be made on the basis of a 360-day year and actual days elapsed 
(which results in more interest being paid than if computed on the basis of a 365-day year). Except as otherwise expressly set 
forth, interest and fees shall accrue during each period during which interest or such fees are computed I?om the first day 
thereof through the last day thereof. 

@) Each determination of an interest rate by the Administrative Agent shall be conclusive and binding on the Borrower 
and the Banks in the absence of manifest error. 

2.1 1 Payments by the Borrower. 

(a) All payments to be made by the Borrower shall be made without set-off, recoupment or counterclaim. Except as 
otherwise expressly provided herein, all payments by the Borrower in respect of Obligations hereunder shall be made to the 
Administrative Agent for the account of the Banks at the Administrative Agent's Payment Office, and shall be made in 
dollars and in immediately available funds, no later than 1:OO p.m. (New York City time) on the date specified herein. Any 
payment received by the Administrative Agent later than 1 :00 p.m. (New York City time) shall be deemed to have been 
received on the following Business Day and any applicable interest or fee shall continue to accrue. If and to the exqent the 
Borrower makes a payment in fiill to the Administrative Agent no later than 1:00 p.m. (New York City time) on any Business 
Day and the Administrative Agent does not distribute to each Bank its Pro Rata 
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Payment Share (subject to distribution provisions set forth in Sections 2.1 l(a)(il_and (ii)) of such payment in like funds as 
received on the same Business Day, the Administrative Agent shall pay to each Bank on demand interest on such amount as 
should have been distributed to such Bank at the Federal Funds Effective Rate for each day from the date such payment was 
received until the date such amount is distributed. 

(i) For any payment received by the Administmtive Agent from or on behalf of the Borrower in respect of 
Obligations that are then due and payable (and prepayments pursuant to Section 2.05 ), and with respect to any proceeds 
obtained upon the exercise of any remedies of the Agents for the benefit of the Secured Parties hereunder or under any 
other Loan Document, in each case prior to the occurrence of a Sharing Event, the Administrative Agent will promptly 
distribute such amounts in like funds as received as fol1ows:Jrst , to each Bank, its Pro Rata Payment Share; and 
second , to each Bank, its Unilateral Overage Pro Rata Share; provided , however , that any payment received solely 
with respect to any Unilateral Overage Advance within one (1) Business Day of such advance in accordance with 
Sections 2.01fi) or (c). hereof, as applicable, shall be distributed to each Bank according to its Unilateral Overage Pro 
Rata Share; provided further that with respect to any Bank that is a Defaulting Bank at the time that the Administrative 
Agent makes any distribution of payments contemplated above, all amounts paid by or on behalf of the Borrower for the 
account of such Defaulting Bank arising fiom any Obligation under the Loan Documents will be applied, as follows: 
$mt,  to the Administrative Agent, any Issuing Bank, any Swing Line Bank or any other Bank, on a pro rata basis, for 
amounts then due and payable from such Defaulting Bank to such parties in connection with any such party's advance 
of funds that have not been reimbursed by the Defaulting Bank under this Agreement with respect to any Revolving 
Loans, Rehnded Swing Line Loan, Swing Line Participation Amount or U C  Advance to the extent that such 
obligations of the Defaulting Bank relate to RevoIving Loans, Swing Line Loans or Letters of Credit extended or Issued 
(as applicable) prior to such Bank becoming a Defaulting Bank and not thereafter repaid, amended or Issued; second, to 
an account identified by and under the control of the Collateral Agent (maintained for the benefit of the Secured Parties), 
until amounts deposited in such account, with respect to a Defaulting Bank, equal such Defaulting Bank's Pro Rata 
Advance Share or its Pro Rata Advance Adjusted Share, as applicable, of each Swing Line Loan and Letter of Credit 
outstanding at the time that such Bank became a Defaulting Bank and not thereafter repaid, amended, or Issued., as the 
case may be; and third, the remainder, if any, to the Defaulting Bank. Any amounts held from time to time with respect 
to a Defaulting Bank in the account referred to in the last clause of the preceding sentence (i) which then exceed the 
amount referred to in such clause or (ii) when such bank shall cease to be a Defaulting Bank shall be paid to such 
Defaulting Bank within one (1) Business Day. 

(ii) For any payment received from or on behalf of the Borrower by the Administrative Agent on or after the 
occurrence of a Sharing Event, the Administrative Agent will promptly distribute such payment in accordance with 
Section 2.01 of the Intercreditor Agreement. 

(6) Subject to the provisions set forth in the definition of ''Interest Period" herein, whenever any payment is due on a day 
other than a Business Day, such payment shall be made 011 the following Business Day, and such extension of time shall in 
such case be induded in the computation of interest or fees, as the case may be. 
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(c) Unless the Administrative Agent receives notice from the Borrower prior to the date on which any payment is due to 
the Banks that the Borrower will not make such payment in full as and when required, the Administrative Agent may assume 
that the Borrower has made such payment in full to the Administrative Agent on such date in immediately available funds 
and the Administrative Agent may (but shall not be so required), in reliance upon such assumption, distribute to each Bank 
on such due date an amount equal to the amount then due such Bank If and to the extent the Borrower has not made such 
payment in full to the Administrative Agent, each Bank shall repay to the Administrative Agent on demand such amount 
distributed to such Bank, together with interest thereon at the Federal Funds Efkective Rate for each day from the date such 
amount is distributed to such Bank until the date repaid. 

2.12 Psyments by the Banks to the Administrative A g e ~ t .  If and to the extent any Bank shall not have made its full 
amount available to the Administrative Agent in immediately available funds and the Administrative Agent in such 
circumstances has made available to the Borrower such amount, that Bank shall on the Business Day following such 
Borrowing Date make such amount avaiIable to the Administrative Agent, together with interest at the Base Rate for each 
day during such period. A notice of the Administrative Agent submitted to any Bank with respect to amounts owing under 
this Section 2.12 shall be conc1usive, absent manifest error. If such amount is so made available, such payment to the 
Administrative Agent shall constitute such Bank’s Loan on the date of Borrowing for all purposes of this Agreement. If such 
amount is not made available to the Administrative Agent on the Business Day following the Borrowing Date, the 
Administrative Agent will notify the Borrower of such failure to h d  and, upon demand by the Administrative Agent, the 
Borrower shall pay such amount to the Administrative Agent for the Administrative Agent’s account, together with interest 
thereon for each day elapsed since the date of such Borrowing, at a rate per annum equal to the interest rate applicable at the 
time to the Loans comprising such Borrowing. 

2.13 Sharing of Pavments. Etc. If, other than as expressly provided elsewhere herein (or, aAer the occurrence of a 
Sharing Event, as provided in the htercreditor Agreement), any Bank shall obtain on account ofthe Loans (or other 
Obligations referenced in clause (a) of the definition of such term) made or undertaken by such Bank any payment (whether 
voluntary, involuntary, through the exercise of any right of set-off, or otherwise) in excess of its Pra Rata Payment Share, 
such Bank shall immediately (a) notify the Administrative Agent of such fact, and (b) purchase from the other Banks such 
participations in the Loans (or other Obligations referenced in clause (a) of the definition of such term) made or undertaken 
by them as shall be necessary to cause such purchasing Bank to share the excess payment pro rata with each Bank, except 
that with respect to any Bank that is a Defaulting Bank by virtue of such Bank failing to fund its Pro Rata Advance Share or 
its Pro Rata Adjusted Advance Share of any Revolving Loan, Refunded Swing Line Loan, Swing Line Loan Participation 
Amount, or L/C Borrowing, such Defaulting Bank’s pro rata share of the excess payment shall be allocated to the Bank (or 
the Banks, pro rata ) that funded such Defaulting Bank’s Pro Rata Advance Share or Pro Rata Adjusted Advance Share; 
provided , however , that if all or any portion of such excess payment is thereafter recovered &om the purchasing Bank, such 
purchase shall to that extent be rescinded and each other Bank shall repay to the purchasing Bank the purchase price paid 
therefor, together 
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with an mount equal to such paying Bank’s ratable share (according to the proportion of (i) the amount of such paying 
Bank’s required repayment to (ii) the total amount so recovered from the purchasing Bank) of any interest or other amount 
paid or payable by the purchasing Bank in respect of the total mount so recovered. The Borrower agrees that any Bank so 
purchasing a participation from another Bank may, to the fullest extent permitted by law, exercise all its rights of payment 
(including the right of set-off, but subject to Section 11.09 ) with respect to such participation as hlly as if such Bank were 
the direct creditor of the Borrower in the amount of such participation. The Administrative Agent will keep records (which 
shall be conclusive and binding in the absence of manifest error) of participations purchased under this Section and will in 
each case notify the Banks following any such purchases or repayments. 

2.14 Increases in Commitments . The Total Committed Line Portions may be increased at any time prior to the 
Expiration Date when the Total Committed Percentage is less than 100%; provided that (i) each Issuing Bank and Swing 
Line Bank approves each such increase (with respect to both Existing Banks and New Banks) and (ii) the following 
conditions are satisfied: 

(a) Not more than forty-five (45) days and not less than thirty (30) days prior to the proposed effective date of such 
increase in the Total Committed Line Portions (or such shorter period as may be agreed among the Administrative Agent and 
the Borrower), the Borrower makes a written request for such increase to the Administrative Agent, who shall forward a copy 
of any such request to each Bank. Each request by the Borrower pursuant to the immediately preceding sentence shall 
(i) specify a proposed effective date of such increase (the “ Requested TCL Increase Effective Datg”), (ii) specifjr the amount 
of such requested increase in the Total Committed Line Portions (the ‘‘ Requested TCL Increase Amount ”), each such 
requested increase amount to be in a minimum amount of not less than $15,000,000, and (iii> constitute an invitation to each 
Bank to increase its Committed Line Portion by its Pro Rata Advance Share (or, if a Defaulting Bank exists, and without 
limitation to the obligations of such Defaulting Bank under this Agreement, with respect to any Non-Defaulting Bank, its Pro 
Rata Adjusted Advance Share, if applicable) of the Requested TCL Increase Amount. 

@) Each Bank, acting it its sole discretion exercised in good faith and with no obligation to increase its Committed Line 
Portion pursuant to Section 2.14(a), shall by notice to the Borrower and the Administrative Agent advise the Borrower and 
Administrative Agent whether or riot such Bank agrees to accept all or any portion of such Requested TCL Increase Amount 
within fifteen (1 5 )  days of the Borrower’s request. Any such Bank may initially accept all of its Pro Rata Advance Share (or, 
if a Defaulting Bank exists, and without limitation to the obligations of such Defaulting Bank under this Agreement, with 
respect to any Non-Defaulting Bank, its Pro Rata Adjusted Advance Share, if applicable) of such Requested TCL Increase 
Amount or a lesser portion of such Requested TCL Increase Amount, or decline to accept any portion of such Requested 
TCL Increase Amount. If any Bank shall not have responded affirmatively within such fifteen (15)-day period, such Bank 
shaU be deemed to have rejected the Borrower’s request for an increase in the Requested TCL Increase Amount in full. 
Promptly following the conclusion of such fifteen (15)-day period, the Administrative Agent shall notify the Borrower of the 
results of the Borrower’s request to the Banks to so increase the Total Committed Line Portions by the Requested TCL 
Amount. 
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(c) With respect to any Requested TCL, Increase Amount, if the amount of the increases in the Total Committed Line 
Portions that Banks accepted in accordance with Section 2.14cb) shall be less than the Requested TCL Increase Amount 
(such difference the “ Unsubscribed Increase Amount ”), the Borrower and the Administrative Agent (subject to the approval 
of the Collateral Agent and the Required Banks) may offer to any Eligible Assignee@) or other Person@) as may be agreed 
by the Borrower and the Administrative Agent (each a “ New Bank ”) the opporh&ty to accept all or a portion of such 
Unsubscribed Increase Amount. The effectiveness of all such increases in Total Committed Line Portions are subject to the 
satisfaction of the following conditions: (1) each Bank that so elects to increase its Committed Line Portion, each New Bank, 
the Administrative Agent and the Borrower shall have executed and delivered a Committed Line Portion Addendum, 
substantially in the form of Schedule 1 1.21 ; (2) the Total Committed Line Portions after giving effect to such increases shall 
not exceed the Maximum Line; (3) any fees and other amounts payable by the Borrower in connection with such increase and 
accession shall have been paid; (4) any other amounts then due hereunder shall have been paid; ( 5 )  delivery of a certificate of 
a Responsible Officer of the Borrower as to the matters set forth in Section 5.01 @; and (6) delivery to the Administrative 
Agent, if requested, of a legal opinion in respect of the Committed Line Portion in form and substance reasonably satisfactory 
to the Administrative Agent. 

(d) Upon each Requested TCL Increase Effective Date: (i) Schedule 2.01 of this Agreement shall be amended to 
incorporate the Committed Line Portion of the applicable Bank as set forth on Attachment 1 to the applicable Committed 
Line Portion Addendum without any hrther action or consent of any party; and (ii) the Administrative Agent shall cause a 
copy of such revised Schedule 2.01 to be available to the Banks. 

(e) Subject to the terms and conditions hereof, with respect to each Requested TCL Increase Effective Date, (i) each 
Bank holding a Loan and/or an L/C Obligation (an “ Existing Effective Amount ”) immediately prior to such Requested TCL 
Effective Date (each such Bank an “ Existing Bank ”) severally agrees, as of the such Requested TCL Increase Effective 
Date, to continue such Existing Effective Amount and/or sell a portion of its Existing Effective Amount to other Banks 
(including any New Banks) andlor purchase from other Existing Banks all or a portion of such other Existing EfFective 
Amounts and/or make such additional Loans and/or accept such additional L/C Obligations as requested by the Borrower as 
of such date; and (ii) each Existing Bank that has increased its Committed Line Portion in accordance with this Section 2.14 
fiband each New Bank as of such date severally agrees to purchase from the other Existing Banks all or a portion of such 
Existing Effective Amounts and/or make such Loans and/or accept such L/C Obligations as requested by the Borrower as of 
such date, in each case such that, after giving effect to all such sales, purchases, and new Loans and L/C Obligations 
contemplated in clauses (i) and (ii) above, the Committed Percentage of each Bank shall equal such Bank’s Effective Amount 
Percentage. 

(f) The Borrower will not pay any New Bank (or any Affiliate thereof), in connection with such New Bank becoming a 
Bank hereunder, any fees or other compensation higher than that paid to the Existing Banks for equivalent financial services 
rendered under this Agreement unless the Borrower notifies the Administrative Agent prior to providing such higher fees or 
other compensation to such New Bank and provides equivalent fees or other compensation to the Existing Banks at the same 
time that the New Bank receives them. 
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2.1 5 Payments from Guarantor and Liquidation of Collateral7. So long as no Sharing Event has occurred and 
notwithstanding anything to the contrary contained herein, in the event repayment is made to the Banks with respect to the 
Obligations of the Borrower (or any Affiliate thereof) hereunder by Guarantor or pursuant to a liquidation of Collateral, such 
repayment shall be shared by the Banks as provided in Section 2.1 l(a) hereof and upon the occurrence of a Sharing Event, 
such repayment shall be shared by the Banks in accordance with the Intercreditor Agreement. 

2.16 Defaulting Bank Notwithstanding any other provision in this Agreement to the contrary, if at any time a Bank 
becomes a Defaulting Bank, the following provisions shall apply so long as any Bank is a Dehulting Bank: 

(a) Until such time as the Defaulting Bank ceases to be a Bank under this Agreement, it will retain its Committed Line 
Portion and will remain subject to all of its obligations as a Bank hereunder, although it will be presumed that such 
Defaulting Bank will fail to satisfy any funding obligation and, accordingly, all other Banks hereby agree to fund Loans and 
Letters of Credit in accordance with their respective Pro Rata Adjusted Advance Shares. 

(b) A Defaulting Bank may cease to be a Defaulting Bank (i) as specified in the second sentence of the definition 
thereof, and (ii) to the extent such Defaulting Bank makes such purchases andor Loans and/or accepts such L/C Obligations 
as are required to make the Committed Percentage of each Bank, after giving effect to all such purchases and new Loans and 
any amounts received by any Bank pursuant to Section 2.1 1 (a)(i), equal to such Bank’s Effective Amount Percentage; 
provided that if there is more than one Defaulting Bank at such time, the Committed Percentage and the Effective Amount 
Percentage of the Non-Defaulting Banks (including any Defaulting Bank that after giving effect to the required purchases of 
Loans and acceptances of L/C Obligations, would cease to be a Defaulting Bank) shall be calculated using the aggregate 
Committed Line Portions and Effective Amounts of only such Non-Defaulting Banks in the denominators of the Committed 
Percentage and Effective Amourit Percentage calculations (in Lieu of the Total Committed Line Portions and the Effective 
Amount of all Banks). Each Bank agrees to sell to and/or purchase from the Defaulting Bank or such other Banks, such 
Effective Amounts as may be required to effect clause (ii) above. 

(c) No SPT Contract entered into by an SPT Bank shall benefit from the security package provided by the Security 
Documents, if at the time such SPT Contract was entered, such SPT Bank (or its Affiliate) was a Defaulting Bank 

/ 

ARTICLE III 

TEiX LETTERS OF CREKT 

3.01 The Letter of Credit Lines . 
(a) Subject to the terms and conditions set forth herein, each Issuing Bank agrees (A) from time to time on any Business 

Day during the period from the Closing Date to the Expiration Date, to issue Letters of Credit for the account of the Borrower 
under the Borrowing Base Line and in accordance with Subsections 3.02rO). 3.02(c), and 3.02(d) and 03)- to honor 
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drafts under the Letters of Credit. No SPT-Related Standby Letter of Credit shall be Issued if, after giving effect to such 
Issuance, the outstanding amounts of all SPT-Related Standby Letters of Credit (excluding all Physical Trade Delivery- 
Related Standby Letters of Credit)plus the aggregate SPT Bank Close-Out Amounts of all SPT Banksplus the aggregate 
outstanding Unilateral Overage Advances of all Banks would exceed the SPT-Related L/C Cap. Within the foregoing limits, 
and subject to the other terms and conditions hereof, the Borrower’s ability to request that an Issuing Bank Issue Letters of 
Credit shall be filly revolving, and, accordingly, the Borrower may, during the foregoing period, request that an Issuing Bank 
Issue Letters of Credit to replace Letters of Credit that have expired or that have been drawn upon and reimbursed. Borrower 
acknowledges and agrees that the Existing Letters of Credit are an Obligation under this Agreement. 

(b) No Issuing Bank is under any obligation to Issue any Letter of Credit if: 

restrain such Issuing Bank from Issuing such Letter of Credit, or any Requirement of Law applicabIe to such Issuing 
Bank or any request or directive (whether or not having the force of law) &om any Governmental Authority with 
jurisdiction over such Issuing Bank shall prohibit, or request that such Issuing Bank refrain from, the issuance of letters 
of credit generally or such Letter of Credit in particular or shall impose upon such Issuing Bank with respect to such 
Letter of Credit any restriction, reserve or capital requirement (for which such Issuing Bank is not otherwise 
compensated hereunder) not in effect on the Closing Date, or shall impose upon such Issuing Bank any unreimbursed 
loss, cost or expense which was not applicable on the Closing Date and which such Issuing Bank in good faith deems 
material to Jt; 

(ii) such Issuing Bank has received written notice .from any Bank, any other Issuing Bank, the Administrative 
Agent or the Borrower, on or prior to the Business Day prior to the requested date of Issuance of such Letter of Credit, 
that one or more of the applicable conditions contained in Article V is not then satisfied; 

Issuance of such Letter of Credit or, solely in the case of any 360-Day Letter of Credit, 360 days after the date of 
Issuance of such 360-Day Letter of Credit or @) the Maturity Date, or, soIely in the case of a 360-Day Letter of Credit, 
the 360-Day LIC Maturity Date, unless all the Banks have approved such expiry date in writing, but any SPT-Related 
Standby Letter of Credit may by its terms be renewable for successive 90-day periods unless a notice that the applicable 
Issuing Bank declines to renew such Letter of Credit is given to the applicable Issuing Bank and the Administrative 
Agent on or prior to any date for notice of non-renewal to the beneficiary set forth in such SPT-Related Standby Letter 
of Credit, but in any event at least five Business Days prior to the date of the notice of Don-renewal of such SPT-Related 
Standby Letter of Credit, any such automatic renewaI of a Letter of Credit being subject to the fulfillment of the 
applicable conditions set forth in Article V; provided that the terms of each of the SPT-Related Standby Letters of Credit 
that is automatically renewable (1) shall require the applicable Issuing Bank to give the beneficiary of such SPT-Related 
Standby Letter of Credit notice of any non-renewal prior to the expiry date, 

(i) any order, judgment or decree of any Governmental Authority or arbitrator shall by its terms purport to enjoin or 

(ii) the expiry date of any requested Letter of Credit is after the earlier to occur of (A) 90 days after the date of 
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(2) shall permit such beneficiary, upon receipt of such notice, to draw under such SPT-Related Standby Letter of Credit 
prior to the expiry date of the SPT-Related Standby Letter of Credit, and (3) shall not permit the expiry date (after giving 
effect to any renewal) of such SPT-Related Standby Letter of Credit in any event to be extended to a date that is later 
than the Maturity Date. If a notice of non-renewal is given by the applicable Issuing Bank pursuant to the immediately 
preceding sentence, the related SPT-Related Standby Letter of Credit shall expire on its expiry date; 

be supported by the requested Letter of Credit; 

a Letter of Credit shall violate any applicable policies of such Issuing Bank, 

(iv) the expiry date of any such requested Letter of Credit is prior to the maturity date of any financial obligation to 

(v) such requested Letter of Credit is not in form and substance acceptable to such Issuing Bank, or the Issuance of 

(vi) such Letter of Credit is for the purpose of supporting the Issuance of any letter of credit by any other Person; 
(vii) such Letter of Credit is denominated in a currency other tban Dollars; 
(vii;) the amount of such requested Letter of Credit together with outstanding Letters of Credit and Revolving 

(ix) the amount of such requested Letter of Credit together with all outstanding L/C Obligations exceeds the 

(x) the amount of such requested Letter of Credit would result in exposure of an Issuing Bank in excess of its 

Loans exceeds the Iesser of the Borrowing Base Advance Cap or the Total Available Committed Line Portion; 

Issuance Cap; or 

Issuance Cap Sub-Limit. 

3.02 Issuance, Amendment aud Renewal of Letters of Credit . 

(a) Each Letter of Credit which is Issued hereunder shall be Issued upon the irrevocable written request of the Borrower 
pursuant to a Notice of Borrowing (Letter of Credit) in the applicable form attached hereto as Exhibit A received by an 
Issuing Bank (with a copy sent by the Borrower to the Administrative Agent) by no later than 12:OO p.m. noon (New York 
City time) on the proposed date of Issuance. Each such request for Issuance of a Letter of Credit shall be by electronic 
transfer or facsimile, confirrued immediately in an original writing or by electronic transfer, in the form of an L/C 
Application, and shall spec@ in form and detail satisfactory to such Issuing Bank: (i) the proposed date of Issuance of the 
Letter of Credit (which shall be a Business Day); (ii) whether the requested Letter of Credit would be a commercial 
documentary letter of credit, SPT-Related Standby Letter of Credit, Physical Trade Delivery-Related Standby Letter of Credit 
or other standby letter of credit; (iii) the face amount of the Letter of Credit; (iv) the expiry date of the Letter of Credit, which 
date shall not, without the prior, explicit consent of each Bank, be later than the earlier to occur of (A) 90 days after the 
proposed date of Issuance of such Letter of Credit or (B) the Maturity Date (or in the case of any 360-Day Letter of Credit, 
the 360-Day L/C Maturity Date); (v) the name and address of the 
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beneficiary thereof; (vi) the documents to be presented by the beneficiary of the Letter of Credit in case of any drawing 
thereunder; (vii) the full text of any certificate to be presented by the beneficiary in case of any drawing thereunder; and 
(viii) such other matters as such Issuing Bank may require. tJpon receipt of such request, the Administrative Agent will 
promptly notify the Banks of the receipt by it of any L/C Application. 

@) From time to time while a Letter of Credit is outstanding and prior to the Expiration Date, an Issuing Bank will, upon 
the written request of the Borrower received by such Issuing Rank (with a copy sent by the Borrower to the Administrative 
Agent) by no later than 12:OO p.m. noon (New York City time) on the proposed date of amendment, consider the amendment 
of any Letter of Credit Issued by it. Each such request for amendment of a Letter of Credit shall be made by electronic 
transfer or facsimile, confirmed immediately in an original writing or by electronic transfer, made in the form of an L/C 
Amendment Application, and shall specify in form and detail satisfactory to such Issuing Bank and the Administrative Agent: 
(i) the Letter of Credit to be amended; (ii) the proposed date of amendment of the Letter of Credit (which shall be a Business 
Day); (iii) the nature of the proposed amendment; and (iv) such other matters as such Issuing Bank may require. Such Issuing 
Bank shall be under no obligation to amend any Letter of Credit. 

(c) The Issuing Ranks and the Banks agree that, while a Letter of Credit is outstanding and prior to the Expiration Date, 
at the option of the Borrower and upon the written request of the Borrower received by an Issuing Bank (with a copy sent to 
the Administrative Agent and the other Issuing Banks) by no later than 12:OO p.m. noon (New York City time) on the 
proposed date of renewal, the Issuing Bank shall, subject to Section 3.01&) , renew any Letter of Credit Issued by it. Each 
such request for renewal of a Letter of Credit made by the Borrower shall be made by electronic transfer or facsimile, 
confirmed immediately in an original writing or by electronic transfer, in the form of an L/C Amendment Application, and 
shall specify in form and detail satisfactory to such Issuing Bank and the Banks: (i) the Letter of Credit to be renewed; (ii) the 
proposed date of renewal of the Letter of Credit (which shall be a Business Day); (iii) the revised expiry date of the Letter of 
Credit; and (iv) such other matters as such Issuing Bank may require. 

(d) If any outstanding Letter of Credit Issued by an Issuing Bank shall provide that it shall be automatically renewed 
unless the beneficiary thereof receives notice from such Issuing Bank that such Letter of Credit shall not be renewed, and if at 
the time of renewal such Issuing Bank would be entitled to authorize the automatic renewal of such Letter of Credit subject to 
Section 3.01fi) and in accordance with this Subsection 3.02(d) upon the request of the Borrower, then such Issuing Bank 
shall nonetheless be permitted to allow such Letter of Credit to renew, and the Borrower and the Banks hereby authorize such 
renewal, and, accordingly, such Issuing Bank shall be deemed to have received an L/C Amendment Application &om the 
Borrower requesting such renewal. 

(e) Any Issuing Bank may, at its election, deliver any notices of termination or other communications to any Letter of 
Credit beneficiary or transferee, and take any other action as necessary or appropriate, at any time and from time to time, in 
order to cause the expiry date of such Letter of Credit to be a date not Iater than the Expiration Date. 
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(0 This Agreement shall control in the event of any conflict with any LIC-Related Document (other than any Letter of 

i Credit). 

(g) Each Issuing Bank will also deliver to the Administrative Agent a true and complete copy of each Letter of Credit or 

3.03 j22k Participations. Drawings. Reducing Letters oicredit and Reimbursements . 
(a) Immediately upon the Issuance of each Letter of Credit by an Issuing Bank, each Bank shall be deemed to, and 

hereby irrevocably and unconditionally agrees to, purchase from such Issuing Bank, on a several basis, a participation in such 
Letter of Credit and each drawing or Reducing Letter of Credit Borrowing thereunder in an amount equal to the product of 
(i) the Pro Rata Advance Share (or, if a Defaulting Bank exists, and without limitation to the obligations of such Defaulting 
Bank under this Section 3.03 , with respect to any Non-Defaulting Bank, its Pro Rata Adjusted Advance Share, if applicable) 
of such Bank, times (ii) the maximum amount available to be drawn under such Letter of Credit and the amount of such 
drawing 0 1  Reducing Letter of Credit Borrowing, respectively. For purposes of Section 2.01 , each Issuance of a Letter of 
Credit shall be deemed to utilize the Committed Line Portion of each Bank by an amount equal to the amount of such 
participation. 

transferee thereof, such Issuing Bank will promptly notify the Borrower. Any notice given by an Issuing Bank or the 
Adniiuistrative Agent pursuant to this Subsection 3.0Jfi)-may be oral if immediately conf i ied  in writing (including by 
facsimile); provided , however , that the lack of such an immediate confirmation shall not affect the conclusiveness or 
binding effect of such notice. The Borrower shall reimburse an Issuing Bank prior to 5:OO p.m. (New York City time), on 
each date that any amount is paid by such Issuing Bank under any Letter of Credit or to the beneficiary of a Reducing Letter 
of Credit in the form of a Reducing L/C Borrowing (each such date, an " Honor Date "), in an amount equal to the amount so 
paid by such Issuing Bank. In the event the Borrower fails to reimburse such Issuing Bank for the fill amount of any drawing 
under any Letter of Credit or of any Reducing L/C Borrowing, as the case may be, by 5:OO p.m. (New York City time) on the 
Honor Date, such Issuing Bank will promptly notify the Administrative Agent and the Administrative Agent wiI1 promptly 
notify each Bank thereof and the Borrower shall be deemed to have requested that Revolving Loans be made by the Banks to 
be disbursed to such Issuing Bank not Iater than one (1) Business Day after the Honor Date under such Letter of Credit, 
subject to the amount of the unutiked portion of the Borrowing Base Line. 

(c) In the event of any request for a Reducing L/C Borrowing by the Borrower in association with any Reducing Letter 
of Credit, the amount available for drawing under such Reducing Letter of Credit will be reduced automatically, and without 
any further amendment or endorsement to such Reducing Letter of Credit, by the amount actually paid to such beneficiary, 
notwithstanding the fact that the payment creating such Reducing L/C Borrowing is not made pursuant to a conforming and 
proper draw under the corresponding Reducing Letter of Credit. 
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(d) Each Bank shall upon any notice pursuant to Subsection 3.03@) make available to the Administrative Agent for the 
account of any Issuing Bank an amount in Dollars and in immediately available funds equal to its Pro Rata Advance Share 
(or, if a Defaulting Bank exists, and without limitation to the obligations of such Defaulting Bank under this Section 3.03 , 
with respect to any Non-Defaulting Bank, its Pro Rata Adjusted Advance Share, if applicable) of the amount of the drawing 
or of the Reducing L/C Borrowing, as the case may be, whereupon the Banks shall (subject to Subsection 3.03(e) ) each be 
deemed to have made a Revolving Loan to the Borrower in that amount. If any Bank so notified fails to make available to the 
Administrative Agent for the account of such Issuing Bank the amount of such Bank‘s Pro Rata Advance Share (or, if a 
Defaulting Bank exists, and without limitation to the obligations of such Defaulting Bank under this Section 3.03 , with 
respect to any Non-Defaulting Bank, its Pro Rata Adjusted Advance Share, if applicable) of the amount of the drawing or of 
the Reducing L/C Borrowing, as the case may be, by no later than 3:OO p.m. (New York City time) on the Business Day 
following the Honor Date, then interest shall accrue on such Bank’s obligation to make such payment, from the Honor Date 
to the date such Bank makes such payment, at a rate per annum equal to the Federal Funds Effective Rate in effect from time 
to time during such period. The Administrative Agent will promptly give notice of the occurrence of the Honor Date, but 
failure of the Administrative Agent to give any such notice on the Honor Date or in sufficient time to enable any Bank to 
effect such payment on such date shall not relieve such Bank from its obligations under this Section 3.03 . 

Revolving Loans in whole or in part for any reason, the Borrower shall be deemed to have incurred from the relevant Issuing 
Bank an L/C Borrowing in the amount of such drawing or Reducing L/C Borrowing, as the case may be, which L E  
Borrowing shall be due and payable on demand (together with interest) and shall bear interest at a rate per annum equal to the 
Default Rate, and each Bank’s payment to such Issuing Bank pursuant to Subsection 3.03(d) shall be deemed payment in 
respect of its participation in such L/C Borrowing and shall constitute an WC Advance from such Bank in satisfaction of its 
participation obligation under this Section 3.03 . 

(0 In the event that payment under any Letter of Credit Issued by an Issuing Bank is drawn or purported to be drawn in 
a currency other than United States Dollars, the amount of reimbursement to such Issuing Bank therefor shall be calculated 
on the basis of such Issuing Bank’s selling rate of exchange in effect (for the date on which such Issuing Bank pays such 
draft or reimburses any of its correspondents which paid such draft) for cable transfers to the place where and in the currency 
in which such draft is payable. The Borrower shall comply with any and all governmental exchange regulations now or 
hereafter applicable to any foreign exchange, and shall indemnify and hold the Banks harmless from any failure of the 
Borrower so to comply. If, for any cause whatsoever, there exists at the time in question no rate of exchange generally current 
at such Issuing Bank for effective cable transfer of the sort above provided for, the Borrower agrees to pay the Banks on 
demand an amount in LJnited States Dollars equivalent to the actual cost of settlement of such Issuing Bank’s obligation to 
the payor of the draft or acceptance or any holder thereof, as the case may be, and however and whenever such settlement 
may be made by such Issuing Bank. 

(e) With respect to any unreimbursed drawing or Reducing L/C Borrowing, as the case may be, that is not converted into 
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(8) Each Bank's obligation in accordance with this Agreement to make the Revolving Loans or L/C Advances, as 
contemplated by this Section 3.03 , as a result of a drawing under a Letter of Credit or Reducing L/C Borrowing, shall be 
absolute and unconditional and without recourse to the relevant Issuing Bank and shall not be affected by any circumstance, 
including (i) any set-off, counterclaim, recoupment, defense or other right which such Bank may have against such Issuing 
Bank, the Borrower or any other Person for any reason whatsoever, (ii) the occurrence or continuance of a Default, an Event 
of DefauIt or a Material Adverse Effect; or (iii) any other circumstance, happening or event whatsoever, whether or not 
similar to any of the foregoing. 

3.04 Repayment of Participations . 
(a) Upon (and only upon) receipt by the Admiiistrative Agent for the account of an Issuing Bank of immediately 

available funds f?om the Borrower (i) in reimbursement of any payment made by such Issuing Bank under a Letter of Credit 
or in connection with a Reducing L/C Borrowing with respect to which any Bank has paid the Administrative Agent for the 
account of such Issuing Bank for such Bank's participation in the Letter of Credit pursuant to Section 3.03 or (ii) in payment 
of interest thereon, the Administrative Agent will pay to each Bank, in the same funds as those received by the 
Administrative Agent for the account of such Issuing Bank, the amount of such Bank's Pro Rata Advance Share (or, if a 
Defaulting Bank exists, and without limitation to the obligations of such Defaulting Bank under this Section 3.04 , with 
respect to any Non-Defaulting Bank, its Pro Rata Adjusted Advance Share, if applicable) of such funds. 

(b) If the Administrative Agent or an Issuing Bank is required at any time to return to the Borrower, or to a trustee, 
receiver, liquidator, custodian, or any official in any Insolvency Proceeding, any portion of the payments made by the 
Borrower to the Administrative Agent for the account of such Issuing Bank pursuant to Subsection 3.04(&in reimbursement 
of a payment made under a Letter of Credit or in connection with a Reducing L/C Borrowing or interest or fee thereon, each 
Bank shall, on demand of such Issuing Bank, forthwith return to the Administrative Agent or such Issuing Bank the amount 
of its Pro Rata Advance Share (or, if a Defaulting Bank exists, and without limitation to the obligations of such Defaulting 
Bank under this Section 3.04 , with respect to any Non-Defaulting Bank, its Pro Rata Adjusted Advance Share, if applicable) 
of any amounts so returned by the Administrative Agent or such Issuing Bank pIus interest thereon from the date such 
demand is made to the date such amounts are returned by such Bank to the Administrative Agent or such Issuing Bank, at a 
rate per annum equal to the Federal Funds Effective Rate in effect from time to time. 

3.05 Role of the Issuing Banks . 
(a) Each Bank and the Borrower agree that, in paying any drawing under a Letter of Credit Issued by an Issuing Bank or 

funding any Reducing L/C Borrowing, such Issuing Bank shall not have any responsibility to obtain any document (other 
than any sight draft or certificates expressly required by such Letter of Credit, but with respect to Reducing Letter of Credit 
Borrowings, no document of any kind need be obtained) or to ascertain or inquire as to the validity or accuracy of any such 
document or the authority of the Person executing or delivering any such document. 
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@) No Agent-Related Person nor any of the respective correspondents, participants or assignees of any Issuing Bank 
shall be liable to any Bank for: (i) any action taken or omitted in connection herewith at the request or with the approval of 
the Banks; (ii) any action taken or omitted in the absence of gross negligence or willful misconduce or (iji) the due execution, 
effectiveness, validity or enforceability of any L/C-Related Document. 

of any Letter of Credit; provided, however , that this assumption is not intended to, and shall not, preclude the Borrower 
pursuing such rights and remedies as it may have against the beneficiary or transferee at law or under any other agreement. 
No Agent-Related Person, nor any of the respective correspondents, participants OT assignees of any Issuing Bank, shall be 
liable or responsible for any of the matters described in clauses (a) through (g) of Section 3.06 ; provided , b w s ,  that, 
anything in such clauses or elsewhere herein to the contrary notwithstanding, the Borrower may have a claim against an 
Issuing Bank, and such Issuing Bank may be liable to the Borrower, to the extent, but only to the extent, of any direct, as 
opposed to consequential or exemplary, damages suffered by the Borrower which the Borrower proves were caused by such 
Issuing Bank's wdIfi11 misconduct or gross negligence or such Issuing Bank's willful failure to pay under any Letter of Credit 
after the presentation to it by the beneficiary of a sight draft and certificate(s) strictly complying with the terms and 
conditions of a Letter of Credit. In furtherance and not in limitation of the foregoing: (i) the Issuing Banks may accept 
documents that appear on their face to be in order, without responsibility for hrther investigation, regardless of any notice or 
information to the contrary; and (ij) the Issuing Banks shall not be responsible for the validity or sufficiency of any 
instrument transferring or assigning or purporting to transfer or assign a Letter of Credit or the rights or benefits thereunder or 
proceeds thereof, in whole or in part, which may prove to be invalid or ineffective for any reason. 

3.06 Obligations Absolute . The Obligations of the Borrower under this Agreement and any L/C-Related Document to 
reimburse an Issuing Bank for a drawing under a Letter of Credit or for a Reducing L/C Borrowing, and to repay any L E  
Borrowing and any drawing under a Letter of Credit or Reducing L/C Borrowing converted into Revolving Loans, shall be 
unconditional and irrevocable, and shall be paid strictly in accordance with the terms of this Agreement and each such other 
L/C-Related Document under all circumstances, including the following: 

(c) The Borrower hereby assumes all risks of the acts or omissions of any beneficiary or transferee with respect to its use 

(a) any lack of validity or enforceability of this Agreement or any WC-Related Document; 

(b) any change in the time, manner or place of payment of, or in any other term of, all or any of the Obligations of the 
Borrower in respect of any Letter of Credit or any other amendment or waiver of or any consent to departure from all or any 
of the L/C-Related Documents; 

(c) the existence of any claim, set-off, defense OT other right that the Borrower may have at any time against any 
beneficiary or my transferee of any Letter of Credit (or any Person for whom any such beneficiary or any such transferee 
may be acting), any Issuing Bank or any other Person, whether in connection with this Agreement, the transactions 
contemplated hereby or by the LK-Related Documents or any unrelated transaction; 
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(d) any draft, demand, certificate or other document presented under any Letter of Credit proving to be forged, 
fraudulent, invalid or insufficient in any respect or any statement therein being untrue or inaccurate in any respect; or any loss 
or delay in the transmission or otherwise of any document required in order to make a drawing under any Letter of Credit; 

(e) any payment by any Issuing Bank under any Letter of Credit against presentation of a draft 01‘ certificate that does 
not strictly comply with the terms of any Letter of Credit; or any payment made by any Issuing Bank under any Letter of 
Credit to any Person purporting to be a trustee in bankruptcy, debtor-iri-possession, assignee for the benefit of creditors, 
liquidator, receiver or other representative of or successor to any beneficiary or any transferee of any Letter of Credit, 
including any arising in connection with any Insolvency Proceeding; 

(9 any exchange, release or non-perfection of any collateral, or any release or amendment or waiver of or consent to 
departure from any other guarantee, for all or any of the Obligations of the Borrower in respect of any Letter of Credit; or 

(g) any other circumstance or happening whatsoever, whether or not similar to any of the foregoing, including any other 
circumstance that might otherwise constitute a defense available to, or a discharge of, the Borrower. 

Notwithstanding anything to the contrary in this Section 3.06 or in the Continuing Agreement for Letters of Credit, the 
Issuing Banks shall not be excused &om liability to Borrower to the extent of any direct damages (as opposed to 
consequential, indirect and punitive damages, claims in respect of which are hereby waived by Borrower) suffered by 
Borrower that are caused by any of the Issuing Bank’s gross negligence or willfhl misconduct when determining whether 
drafts and other documents presented under a Letter of Credit comply with the terms thereof, provided , however, that the 
parties hereto expressly agree that: 

(i) the Issuing Banks may accept documents that appear on their face to be in substantial compliance with the terms 
of a Letter of Credit without responsibility for further investigation, regardless of any notice or information to the 
contrary, and may make payment upon presentation of documents that appear on their face to be in substantial 
compliance with the terms of such Letter of Credit; 

(2) the Issuing Banks shall have the right, in their sole discretion exercised in good faith, to decline to accept 
documents and to make such payment if such documents are not in stnct compliance with the terms of such Letter of 
Ch-edit; and 

(iii) this sentence shall establish the standard of care to be exercised by the Banks when determining whether drafts 
and other documents presented under a Letter of Credit comply with the terms thereof (and the parties hereto hereby 
waive, to the extent permitted by applicable law, any standard of care inconsistent with the foregoing). 
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3.07 Cash Collateral Pledpe . T Jnless otherwise consented to, in writing, by the Administrative Agent, (i) if an Issuing 
Bank has honored any full or partial drawing request on any Letter of Credit and such drawing has resulted in an L/C 
Borrowing hereunder, or (ii) i€, as of the Expiration Date, any Letters of Credit may for any reason remain outstanding and 
partially or wholly undrawn, the Borrower shall immediately Cash ColIateralize the L/C Obligations in an amount equal to 
105% of such L/C Obligations. Upon the occurrence of the circumstances described in Section 2.06 requiring the Borrower to 
Cash Collateralize Letters of Credit, the Borrower shall immediately Cash Collateralize the L/C Obligations in an amount 
equal to the applicable excess. Upon the occurrence of and during the continuation of any Event of Default the Borrower 
shall immediately Cash Collateralize the L/C Obligations in an amount equal to 105% of the Effective Amount of the LAC 
Obligations as of such date. 

3.08 M e r  of Credit Fees . 
(a) The Borrower shall pay to each Issuing Bank, for its own account, such customary fees and charges in connection 

with the issuance, administration, payment, negotiation and amendment of each Letter of Credit as the Borrower and the 
Issuing Bank shall from time to time agree. 

respect to each of the Letters of Credit Issued hereunder equal to the greater of (i) $700 or (ii) the Applicable Margin, 
together with any related fees such as telecopy, facsimile and courier fees, such letter of credit fees to be due and payable 
monthly in arrears (on such fees accrued through and including the last day of such calendar month) on the later to occur of 
(i) the fifth Business Day of the immediately succeeding calendar month, and (ii) two Business Days following receipt of a 
fmal invoice for the same, commencing on the first such monthly date to occur after the Closing Date. 

3.09 Aplicability of Uniform Customs--ad Practice and ISP98 . Unless otherwise expressly agreed by an Issuing Bank 
and the Borrower when a Letter of Credit is Issued (including any such agreement applicable to an Existing Letter of Credit), 
the rules of the IJniform Customs and Practice for Documentary Credits, as most recently published by the International 
Chamber of Commerce (the ‘‘ ICC.”) at the time of Issuance (including the ICC decision published by the Commission on 
Banking Technique and Practice on April 6, 1998 regarding the European single currency (euro)) shall apply to each standby 
Letter of Credit and documentary Letter of Credit. If Borrower desires to use the rules of the “International Standby Practices 
1998” published by the Institute of International Banking Law & Practice (or such later version thereof as may be in effect at 
the time of Issuance) for standby Letters of Credit, Borrower shall request and note this expIicitIy on the standby Letter of 
Credit application. 

Schedule 3.10 hereto shall be deemed to be Letters of Credit Issued under this Agreement for all purposes. 

(b) The Borrower shall pay to the Administrative Agent for the account of each of the Banks a letter of credit fee with 

3.10 Existinp Letters o f  Credit. Borrower hereby acknowledges and agrees that the Existing Letters of Credit listed on 
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ARTICLE IV 

TAXES. YIELD PROTECTION - A m  r L L E G m m  

4.01 Taxes. 

(a) Any and all payments by the Borrower to each Bank or any or all of the Agents under this Agreement and any other 
Loan Document shall be made free and clear of; and without deduction or withholding for, any Taxes. In addition, the 
Borrower shall pay all Other Taxes. 

respect of any sum payable hereunder to any Bank or the Administrative Agent, then: 
(b) Lfthe Borrower shall be required by law to deduct or withhold any Taxes, Other Taxes or Further Taxes li-orri or in 

(i) the sum payable shall be increased as necessary so that after making all required deductions and withholdings 
(including deductions and withholdings applicable to additional sums payable under this Section) such Bank or the 
Administrative Agent, as the case may be, receives and retains an amount equal to the sum it would have received and 
retained had no such deductions or withholdings been made; 

(ii) the Borrower shall make such deductions and withholdmgs; 
(iii) the Borrower shall pay the full amount deducted or withheld to the relevant taxing authority or other authority 

(iv) the Borrower shall also pay to each Bank or the Administrative Agent for the account of such Bank, at the time 
in accordance with applicable law; and 

interest is paid, Further Taxes in the amount that Bank specifies as necessary to preserve the after-tax yield the Bank 
would have received if such Taxes, Other Taxes or Further Taxes had not been imposed. 

(c) The Borrower agrees to indemnify and hold harmless each Bank and the Administrative Agent for the full amount of 
(i) Taxes, (ii) Other Taxes, and (iii) Further Taxes in the amount that the Administrative Agent or such Bank specifies as 
necessary to preserve the after-tax yield the Administrative Agent or such Bank would have received if such Taxes, Other 
Taxes or Further Taxes had not been imposed, and any liability (including penalties, interest, additions to tax and expenses) 
arising therefrom or with respect thereto, whether or not such Taxes, Other Taxes or Further Taxes were correctly or legally 
asserted, provided , however , that the Borrower shall not be required to indemnify or hold hannless any Bank to the extent 
(but only to the extent) of such Bank's gross negligence or willful misconduct. Payment under this inderrinification shall be 
made within 30 days after the date the Bank or the Administrative Agent makes Writteu demand therefor. 

shall furnish the Administrative Agent the original or a certified copy of a receipt evidencing payment thereof, or other 
evidence of payment satisfactory to the Administrative Agent. 

(d) Within 30 days after the date of any payment by the Borrower of Taxes, Other Taxes or Further Taxes, the Borrower 
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(e) If the Borrower is required to pay any amount to the Administrative Agent or any Bank pursuant to subsection (b) or 
(c) of this Section, then such Bank shall use reasonable efforts (consistent with legal and regulatory restrictions) to change the 
jurisdiction of its Lending Office so as to eliminate any such additionaI payment by the Borrower which may thereafter 
accrue, if such change in the judgment of such Bank is not otherwise disadvantageous to such Bank. 

4.02 Illegality . 
(a) If any Bank determines that the introduction of any Requirement of Law, or any change in any Requirement of Law, 

or in the interpretation or administration of any Requirement of Law, has made it unlawful, or that any central bank or other 
Governmental Authority has asserted that it is unlawful, for such Bank or its applicable Lending Office to make Offshore 
Rate Loans, then, on notice thereof by such Bank to the Borrower through the Administrative Agent, any obligation of that 
Bank to make Offshore Rate Loans shall be suspended until the Bank notifies the Administrative Agent and the Borrower 
that the circunstances giving rise to such determination no longer exist. 

notice of such fact and demand from such Bank (with a copy to the Administrative Agent), prepay in full, without premium 
or penalty, such Offshore Rate Loans of that Bank then outstanding, together with interest accrued thereon either on the last 
day ofthe Interest Period thereof, if the Bank may lawfully continue to maintain such Offshore Rate Loans to such day, or 
immediately, if the Bank may not lawfully continue to maintain such Offshore Rate Loan. If the Borrower is required to so 
prepay any Offshore Rate Loan, then concurrently with such prepayment, the Borrower shall borrow from the affected Bank, 
in the amount of such repayment, a Base Rate Loan. 

4.03 Increased Costs and Reduction of Return . 
(a) If any Bank determines that, due to either (i) the introduction of or any change (other than any change by way of 

(b) If a Bank determines that it is unlawful to maintain any Offshore Rate Loan, the Borrower shall, upon receipt of 

imposition of or increase in reserve requirements included in the calculation of the Offshore Rate or in respect of the 
assessment rate payable by any Bank to the FDIC for insuring 1J.S. deposits) in or in the interpretation of any law or 
regulation or (ii) the compliance by that Bank with any guideline or request &om any central bank or other Governmental 
Authority (whether or not having the force of law), there shall be any increase in the cost to such Bank of agreeing to make or 
making, funding or maintaining any Offshore Rate Loans or participating in Letters of Credit, or, in the case of an Issuing 
Bank, any increase in the cost to such Issuing Bank of agreeing to issue, issuing or maintaining any Letter of Credit or of 
agreeing to make or making, knding or maintaining any unpaid drawing under any Letter of Credit, then the Borrower shall 
be liable for, and shall fkom time to time, within 30 days of demand (with a copy of such demand to be sent to the 
Admiinistrative Agent), pay to the Administrative Agent for the account of such Bank, additional amounts as are suficient to 
compensate such Bank for such increased costs, provided , however, that the Borrower shall not be required to pay any such 
amount to the extent that such amount is reflected in changes in the Base Rate, the Offshore Rate or other fees or charges of 
such Bank. 
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(b) If any Bank shall have determined that (i) the introduction of any Capital Adequacy Regulation, (ii) any change in 
any Capital Adequacy Regulation, (iii) any change in the interpretation or administration of any Capital Adequacy 
Regulation by any central bank or other Governmental Authority charged with the interpretation or administration thereof, or 
(iv) compliance by the Bank (or its Lending Office) or any corporation controlling the Bank with any Capital Adequacy 
Regulation, S e c t s  or would affect the amount of capital required or expected to be maintained by the Bank or any 
corporation controlling the Bank and (taking into consideration such Bank’s or such corporation’s policies with respect to 
capital adequacy and such Bank’s desired return on capital) determines that the amount of such capital js increased as a 
consequence of its loans, credits or obligations under this Agreement, then, within 30 days of demand of such Bank to the 
Borrower through the Administrative Agent, the Borrower shaIl pay to the Bank, from time to time as specified by the Bank, 
additional amounts sufficient to compensate the Bank for such increase, provided , however, that the Borrower shall not be 
required to pay any such amount to the extent that such amount is reflected in changes in the Base Rate. 

4.04 FundingLosses . ‘fie Borrower shall reimburse each Bank and hold each Bank harmless from any loss or expense 
which the Bank may sustain or incur as a consequence of: 

(a) the failure of the Borrower to make on a timely basis any payment of principal of any Offshore Rate Loan; 

(b) the failure of the Borrower to borrow, continue or convert a Loan after the Borrower has given (or is deemed to have 

(c) the failure of the Borrower to make any prepayment in accordance with any notice delivered under Section 2.06 ; 

(d) the prepayment (including prepayments made pursuant to Article II but excluding prepayments made pursuant to 

/ 

given) a Notice of Borrowing or a Notice of ConversiodContinuation; 

Section 4.02J or other payment (including after acceleration thereof) of an Offshore Rate Loan on a day that is not the last 
day of the relevant Interest Period; 

last day of the relevant Interest Period except any such automatic conversion resulting from prepayments required by 
Section 4.02 ; or 

( f )  that arise as a result of any payments, sales, purchases or other transfers contemplated in Section 2.14 on any 

(e) the automatic conversion under Section 2.04 of any Offshore Rate Loan to a Base Rate Loan on a day that is not the 

Requested TCL Effective Date; 

including any such loss or expense arising fiom the liquidation or reemployment of funds obtained by it to maintain its 
Offshore Rate Loans or &om fees payable to terminate the deposits from which such funds were obtained. For purposes of 
calculating amounts payable by the Borrower to the Banks under this Section and under Section 4.03-, each Offshore Rate 
Loan made by a Bank (and each related reserve, special deposit or similar requirement) shall be conclusively deemed to have 
been funded at the LIBOR used in determining the Offshore Rate for such Offshore Rate Loan by a matching deposit or other 
borrowing in the interbank eurodollar market for a comparable amount and for a comparable period, whether or not such 
Offshore Rate Loan is in fact so funded. 
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4.05 [RESERVED1 . 
4.06 Reserves on Offshore Rate Loans . The Borrower shall pay to each Bank, as long as such Bank shall be required 

under regulations of the FRB to maintain reserves with respect to liabilities or assets consisting of or including Eurocurrency 
funds or deposits (currently known as “Eurocurrency liabilities”), additional costs on the unpaid principal mount of each 
Offshore Rate Loan equal to the actual costs of such reserves allocated to such L,oan by the Bank (as determined by the Bank 
in good faith, which determination shall be conclusive), payable on each date on which interest is payable on such Loan, 
provided , however , that the Borrower shall have received at least 15 days’ prior written notice (with a copy to the 
Administrative Agent) of such additional interest f?om the Bank. E a  Bank fails to give notice 15 days prior to the relevant 
Interest Payment Date, such additional interest shall be payable 15 days from receipt of such notice. 

4.07 Certificates of Banks . Together with any demand by a Bank for reimbursement or compensation pursuant to this 
Article IV, such Bank shall provide to the Borrower (with a copy to the Administrative Agent) a certificate signed by an 
authorized officer of the Bank (a) describing the event giving rise to such demand, and (b) showing the method and detailed 
calculations (which may include any reasonable averaging, attribution or aUocation procedures) used by the Bank to 
determine the amount demanded by the Bank. In calculating the amount of costs, expenses, capital requirements or rate of 
reduction allacable to the Borrower, such Bank shall use such reasonable methods as such Bank shall determine. Such 
calculation and certification shall be conclusive and binding on the Borrower in the absence of manifest error. 

4.08 Substitution of Banks . Upon the receipt by the Borrower from any Bank (an “ Affected Bank ”) of a claim for 
compensation under Section 4.03 or upon the Borrower repaying any Loan (or portion thereof) advanced hereunder pursuant 
to Section 2.1 2 as a result of a Bank failing to fund its Pro Rata Advance Share to the Administrative Agent (such 
constituting a Defaulting Bank as defined in Section 1 .OI ), the Borrower may: (a) request the Affected Bank to use 
reasonable efforts to designate a digerent lending ofice for funding or booking its Loans hereunder or to assign its rights and 
obligations hereunder to another of its offices, branches or Affiliates if, in the judgment of such Affected Bank, such 
designation or assignment (i) eliminates or reduces, in the future, amounts payable pursuant to Section 4.03 andlz) does not 
subject the Affected Bank to any unreimbursed costs or expense (and the Borrower hereby agrees to pay all reasonable costs 
and expenses incurred by any Affected Bank in connection with any such designation or assignment); (b) request the 
Affected Bank or the Defaulting Bank (as the case may be) to use its best efforts to designate a replacement bank or financial 
institution satisfactory to the Borrower to acquire and assume all or a ratable part of all of such Affected Bank’s or Defaulting 
Bank’s (as the case may be) Loans and Committed Line Portion (a “ Replacement Bank ’9; (c) request one or more ofthe 
other Banks to acquire and assume all or part of such Affected Bank’s Loans and Committed Line Portion; (d) designate a 
Replacement Bank or (e) remove such Defaulting Bank (in its various capacities hereunder) 

65 

http :llw\vw. investquest.coiii/i qlalatolfinl8Wato8 kO 1 OS 09. h trn 9/17/2009 



ATMOS ENERGY C O W  ( F o ~ :  8-K) Page 77 of 161 

upon the payment of all amounts then due to such Defaulting Bank hereunder at par, to the extent such removal is approved 
by the Agents. Any such designation of an alternative office, branch or Affiliate under clause (a) above and any such 
designation of a Replacement Bank under clause (b) or (d) shall be subject to the prior written consent of the Swing Line 
Bank and each Issuing Bank (which consent shall not be unreasonably withheld). 

Obligations. 
4.09 Survival . The agreements and Obligations of the Borrower in this Article IV shall survive the payment of all other 

ARTICLE V 

CLOSING ITEMS 

5.01 Matters to be Satisfied Upon Execution of Agreement . At the time the Banks execute this Agreement, unless 
otherwise waived by the Banks, the Documentation Agent shall have received all of the following, in form and substance 
satisfactory to the Documentation Agent, the Administrative Agent, and each Bank: 

(a) Loan Documents . This Agreement, the Notes, the Security Agreement, the Guaranty, the Atmos Support 
Agreement, that certain Subordination Agreement dated as of the date hereof between the Guarantor, as subordinated 
creditor, and the Administrative Agent, and certain other documents executed in connection with the Original Credit 
Agreement, and each other document or certificate executed in connection with this Agreement, executed by each party 
thereto; 

(b) Resolutions: Incumbency . Copies of the resolutions of the members of the Borrower authorizing the transactions 
contemplated hereby, certified as of the Closing Date by the Secretary of the Borrower, and certifjring the names and true 
signatures of the officers of the Borrower authorized to execute, deliver and perform, as applicable, this Agreement, and alI 
other Loan Documents to be delivered by the Borrower hereunder; 

(c) Organization Documents: Existence: Good Standing . The articles or certificate of formation and the regulations of 
the Borrower as in effect on the Closing Date, all certified by the Secretary of the Borrower as of the Closing Date, and the 
articles or certificate of formation and the Bylaws or regulations of Atmos Energy Corporation and Atmos Energy Holdings, 
Inc. as in effect on the Closing Date, all certified by the Secretary of Af.mos Energy Corporation and Guarantor as of the 
Closing Date together with cert5cates of existence and good standing for the Borrower, Atmos Energy Corporation and 
tiuarantor from the Secretary of State (or similar, applicable Governmental Authority) of its state of incorporation and each 
state where not being in good standing on the part of the Borrower, Atmos Energy Corporation and/or the Guarantor would 
have a Material Adverse Effect on such entity’s transactions within such state, certified as of, or reasonably close to, the 
Closing Date; 

(d) Le_pal Opinions . Legal opinion of counsel to the Borrower and counsel to Guarantor each addressed to the 
Administrative Agent and the Banks, in form and substance acceptable to the Administrative Agent and the Banks; 
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(e) Payment of Fees . Evidence of payment by the Borrower of all accrued and unpaid fees, costs and expenses to the 
extent then due and payable on the Closing Date, together with Attorney Costs of Agents to the extent invoiced prior to or on 
the Closing Date, which Attorney Costs of Agents, for the avoidance of doubt, have not been invoiced as of d e  Closing Date, 
plus such additional amounts of Attorney Costs as shall constitute the Agents’ reasonable estimate of Attorney Costs incurred 
or to be incurred by them through the closing proceedings ( provided , however, that such estimate shall not thereafter 
preclude final settling of accounts between the Borrower and Agents); including any such costs, fees and expenses arising 
under or referenced in Sections 2.09 and 1 1.04(a’) and all costs of the auditors and consultants retained by the Banks in 
connection with the Obligations of the Borrower to Agents; 

best of such officer’s knowledge that: 

made on and as of such date; and 

(0 Certificate . A certificate signed by a Responsible Officer of the Borrower, dated as of the Closing Date, stating to the 

(i) The representations and warranties contained in Article VI are true and correct on and as of such date, as though 

(ii) No Default or Event of Default exists or would result from the Credit Extension. 

(g) &qmmce . Evidence of insurance required to be maintained by the Borrower hereunder; 

(h) F a g s .  Evidence that all filings needed to perfect the security interests granted by the Security Documents have 

(i) Service of Process Form , An acknowIedgement letter from Corporation Service Company as contemplated by 

been completed or due provision has been made therefor; 

Subsection 1 1 .j6@)-; 

Exhibit H hereto, duly executed by the Borrower and sent to the applicable bailees associated with each Location of 
Inventory Storage set forth on Schedule 7.03(0 ; 

(k) Collateral Position Report . The Administrative Agent shall have received a Borrowing Base Collateral Position 
Report (substantially in the form of such report as defined in the Original Collateral Agreement as in effect immediately prior 
to the date hereof) that accurately reflects the information recorded therein as of December 15,2008, and that has been duly 
executed by a Responsible Officer of the Borrower; and 

(I) m r  Documents . Such other approvals, opinions, documents or materials as the Agents or any Bank may request. 

5.02 Conditions to Each Credit Extension . The agreement of each Bank to make any Loan requested to be made by it on 

(j) Bailee Acknowledgments . Copies of the Bailee acknowledgement letters, substantially in the form set forth in 

any date and the agreement ofthe Issuing Banks to Issue any Letter of Credit is subject to the satisfaction of the following 
conditions precedent: 

(Letter of Credit Request) pursuant to Section 2.03 or Section 3.02 , as the case may be. 
(a) Notice of Borrowinn . The Administrative Agent shall have received a Notice of Borrowing or Notice of Borrowing 
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(b) Remesentations and Warranties . Each of the representations and warranties made by the Borrower and the 
Guarantor in or pursuant to the Loan Documents shall be tme and correct in all material respects on and as of such date as if 
made on and as of such date, except to the extent any such representation and warra~ity relates solely to a specified prior date, 
in which case such representation and warranty shall be true and correct in all material respects as of such specified date. 

(c) No Default.. No Default or Event of Default shall have occurred and be continuing on such date or after giving effect 
to the Credit Extensions requested to be made on such date. 

(d) €33~owing Availability . The aggregate Effective Amount outstanding under this Agreement shall not exceed the 
lesser of the Borrowing Base Advance Cap or the Total Available Committed Line Portion. 

Each borrowing by the Borrower hereunder shall constitute a representation and warranty by the Borrower as of the date 
thereof that the conditions contained in this Section 5.02 have been satisfied. 

ARTICLE VI 

REPRFSENTATIONS AND-&'AWTLES 

The Borrower represents and warrants to the Agents and each Bank that: 

6.01 Existence and Power . Each of the Borrower, its Subsidiaries and Guarantor: 

(a) is a limited liability company or corporation, as the case may be, duly organized, validly existing and in good 

(b) has the power and authority and all governmental licenses, authorizations, consents and approvals to own its assets, 

(c) is duly qualified as a foreign ljmited liability company or corporation, as the case may be, and i s  licensed and in good 

standing under the laws of the jurisdiction of its organization; 

carry on their business and to execute, deliver, and perform their respective Obligations under the Loan Documents; 

standing under the laws of each jurisdiction where its ownership, lease or operation of property or the conduct of its business 
requires such qualification or license; and to the best knowledge of such Person, is in compliance with all Requirements of 
Law. 
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6.02 Authorization; No Contravention . The execution, delivery and performance by the Borrower and Guarantor of 

(a) contravene the terms of the Organization Documents of such Person; 

(b) conflict with or result in any breach or contravention of, or the creation of any Lien under, any document evidencing 

each Loan Document to which such Person is party, have been duly authorized and do not and will not: 

any Contractual Obligation to which such Person is a party or any order, injunction, writ or decree of any Governmental 
Authority to which such Person or its property is subject; or 

(c) to the best knowledge of the Borrower, violate any Requirement of Law. 

6.03 Goyernmental Authorization . No approval, consent, exemption, authorization, or other action by, or notice to, or 
filing with, any Governmental Authority is necessary or required in connection with the execution, delivery or performance 
by, or enforcement against, the Borrower or any of its Subsidiaries or Guarantor, as applicable, of any Loan Document. 

or Guarantor is a party constitute the legal, valid and binding obligations of such Person to the extent that it is a party thereto, 
enforceable against such Person in accordance with their respective tenus, except as enforceability may be limited by 
applicabIe bankruptcy, insolvency, or similar laws affecting the enforcement of creditors’ rights generally or by general 
principles of equity. 

or to the knowledge of the Borrower, or Guarantor threatened at law, in equity, in arbitration or before any Governmental 
Authority, against the Borrower, or any of its Subsidiaries or Guarantor or any of their respective properties which purport to 
affect or pertain to this Agreement or any other Loan Document, or any of the transactions contemplated hereby or thereby; 
and no injunction, writ, temporary restraining order or any order of any nature has been issued by any court or other 
Governmental Authority purporting to enjoin or restrain the execution, delivery or performance of this Agreement or any 
other Loan Document, or directing that the transactions provided for herein or therein not be consummated as herein or 
therein provided. 

6.06 No Default. No Default or Event of Default exists or would result from the incurring of any Obligations by the 
Borrower. As of the Closing Date, neither the Borrower nor any of its Subsidiaries are in default under or with respect to any 
Contractual Obligation in any respect which, individually or together with all such defaults, could reasonably be expected to 
have a Material Adverse Effect. 

6.04 Bindin? Effect . This Agreement and each other Loan Document to which the Borrower or any of its Subsidiaries 

6.05 Lithation. Except as specificaIIy disclosed in Schedule 6.05 , there are no actions, suits or proceedings, pending, 

6.07 ljRISA Comuliance . Except as specifically disclosed in &hedule 6.07 : 

(a) Each Plan is in compliance in all material respects with the applicable provisions of ERISA, the Code and other 
federal or state law. Each Plan which is intended to qualify under Section 401(a) of the Code has received a favorable 
determination letter from the 
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IRS and to the best knowledge of the Borrower, nothing has occurred which would cause the loss of such qualification. The 
Borrower and each ERISA AfEliate have made all required contributions to any Plan subject to Section 412-of the Code, and 
no application for a funding waiver or an extension of any amortization period pursuant to Section 412 of the Code has been 
made with respect to any Plan. 

(b) There are no pending or, to the best knowledge of the Borrower, threatened claims, actions or lawsuits, or action by 
any Governmental Authority, with respect to any Plan, that have resulted or could reasonably be expected to result in a 
Material Adverse Effect. There has been no prohibited transaction or violation of the fiduciary responsibility rules with 
respect to any Plan which has resulted or could reasonably be expected to result in a Material Adverse Effect. 

(c) (i) To the Borrower’s best knowledge, no ERISA Event has occurred or is reasonably expected to occur; (ii) no 
Pension Plan has any Unfunded Pension Liability; (iii) neither the Borrower nor any ERISA Affiliate has incurred, or 
reasonably expects to incur, any liability under Title IV of ERISA with respect to any Pension Plan (other than premiums due 
and not delinquent under Section 4007 of ERISA); (iv) neither the Borrower nor any ERISA Affiliate has incurred, or 
reasonably expects to incur, any liability (and no event has occurred which, with the giving of notice under Section 4219 of 
ERISA, would result in such liability) under Section 4201 or =of ERISA with respect to a Multiemployer Plan; and 
(v) neither the Borrower nor any ERISA Affiliate has engaged in a transaction that could be subject to Section 4069 or 421 2 
a o r  ERISA. 

6.08 Use of Proceeds: Margin Regulations . The proceeds of the Loans are to be used solely for the purposes set forth in 
and permitted by Section 7.12 . Neither the Borrower nor any Subsidiary is generally engaged in the business of purchasing 
or selling Margin Stock or extending credit for the purpose of purchasing or carrying Margin Stock. 

6.09 Title to Prouerties . The Borrower and each of its Subsidiaries have good record and marketable title in fee s h p l e  
to, or valid leasehold interests in, all real property necessary or used in the ordinary conduct of their respective businesses, 
except for such defects in title as could not, individually or in the aggregate, have a Material Adverse Effect. As of the 
CIosing Date, the property of the Borrower and its Subsidiaries is subject to no Liens, other than Permitted Liens. 

6.10 Taxes . The Borrower and its Subsidiaries have filed all Federal and other material tax returns and reports required 
to be filed, and have paid all Federal and other material taxes, assessments, fees and other governmental charges shown 
thereon to be due and payable, and have paid all material taxes, assessments, fees and other governmental charges levied or 
imposed upon them or their properties, income or assets as due and payable, except those which are being contested in good 
faith by appropriate proceedings and for which adequate reserves have been provided in accordance with GAAP. There is no 
proposed tax assessment against the Borrower or any of its Subsidiaries that would, if made, have a Material Adverse Effect. 
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6.1 1 Financial Condition . 
(a) The unaudited balance sheet of the Borrower dated as of September 30,2008: 

(i) fairly presents the financial condition of the Borrower as of the date thereof; and 
(ii) shows all material indebtedness and other liabilities, direct or contingent, of the Borrower and as of the date 

thereof, including liabilities for taxes, material commitments and Contingent Obligations. 

(b) Since September 30,2008, there has been no Material Adverse Effect. 

6.12 &4romental  Matters . The Borrower conducts in the ordinary course of business a review of the effect of 
existing Environmental Laws and existing Environmental Claims on its business, operations and properties, and as a result 
thereof the Borrower has reasonably concluded that, except as previously specifically discIosed in Schedule 6.12, such 
Environmental Laws and Environmental Claims could not, individually or in the aggregate, reasonably be expected to have a 
Material Adverse Effect. 

6.13 Regulated Entities-. Neither the Borrower, nor any Person controlling the Borrower, or any of its Subsidiaries, is an 
“Investment Company” within the meaning of the Investment Company Act of 1940. The Borrower is not subject to 
regulation under the Public Utility Holding Company Act of 1935, the Federal Power Act, the Interstate Commerce Act, any 
state public utilities code, or any other Federal or state statute or regulation limiting its ability to incur Indebtedness. 

6.14 No Burdensgme Restrictions-. Neither the Borrower nor any of its Subsidiaries is a party to or bound by any 
Contractual Obligation or subject to any restriction in any Organization Document or any Requirement of Law which could 
reasonably be expected to have a Material Adverse Effect. 

6.15 Copyrights. Patents. Trademarks and Licenses, Etc . To the Borrower’s best knowledge, the Borrower or its 
Subsidiaries own or are licensed or otherwise have the right to use all of the patents, trademarks, service marks, trade names, 
copyrights, contractual 6anchises, authorizations and other rights that are reasonably necessary for the operation of their 
respective businesses, without conflict with the rights of any other Person. To the knowledge of the Borrower, no slogan or 
other advertising device, product, process, method, substance, part or other material now employed, or now contemplated to 
be employed, by the Borrower or any Subsidiary infrjnges upon any rights held by any other Person. Except as specifically 
disclosed in Schedule 6.05, no claim or litigation regarding any of the foregoing is pending or threatened, and no patent, 
invention, device, application, principle or any statute, law, rule, regulation, standard or code is pending or, to the knowledge 
of the Borrower, proposed. 

6.1 6 Subsidiaries . The Borrower has no Subsidiaries other than those specifically disclosed in part (a) of Schedule 6.16 
hereto and has no equity investments in any other corporation or entity other than those specifically discIosed in part (b) of 
--.- Schedule 6.16 . 
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6.17 Insurance . Except as specifically disclosed in Schedule 6.1 7 , the properties of the Borrower and its Subsidiaries 
are insured with financially sound and reputable insurance companies not Affiliates of the Borrower, in such amounts, with 
such deductibles and covering such risks as are customarily carried by companies engaged in similar businesses and owning 
similar properties in localities where the Borrower or such Subsidiary operates. 

6.18 Full Disclosure. To the Borrower’s best knowledge, none of the representations or wmanties made by the 
Borrower or any of its Subsidiaries in the Loan Documents as of the date such representations and warranties is made or 
deemed made, and none of the statements contained in any exhibit, report> statement or certificate furnished by or on behalf 
of the Borrower or any of its Subsidiaries in connection with the Loan Documents (icluding the offering and disclosure 
materials delivered by or on behalf of the Borrower to the Banks prior to the Closing Date), contains any untrue statement of 
a material fact or omits any material fact required to be stated therein or necessary to make the statements made therein, in 
li&t of the circumstances under which they are made, not misleading as of the time when made or delivered. 

AFFIRMATIVE COVENANTS 

So long as any Loan or other Obligation shall remain unpaid or unsatisfied, or any Letter of Credit or any Committed 

7.01 Financial Statements . The Borrower shall deliver to the Banks, in form and detail satisfactory to the Banks: 

(a) as soon as available, but not later than 120 days after the end of each fiscal year, (i) a copy of the consolidated 
audited financial statements to include a balance sheet as at the end of such year for each of (A) Amos Energy Corporation, 
(13) Atmos Energy Holdings, Inc. and (C) the Borrower, (ii) a copy of the consolidating unaudited financial statements to 
include a consolidating balance sheet as at the end of such year for Amos Energy Holdings, Inc. and the Borrower and (iii) a 
copy of the consolidated audited financial statements of the Borrower and its Subsidiaries, and the related statements of 
income or operations, members’ capital and cash flows for such year for such entities, setting forth in each case in 
comparative form the figures for the previous fiscal year, and accompanied by the opinion of a nationally-recognized 
independent public accounting firm (“ Independent Auditor ”), which opinion shall state that such financial statements 
present fairly the fmaucial position for the periods indicated in conformity with GAAP applied on a bask consistent with 
prior years. Such opinion shall not be qualified or limited because of a restricted or limited examination by the Independent 
Auditors of any material portion of the records of such entities; 

fiscal year of Atmos Energy Holdings, Inc. and Atmos Energy Corporation, (i) the unaudited consolidated financial 
statements of Atmos Energy Corporation and Atmos Energy Holdings, Inc., each to include a balance sheet as at the end of 
such fiscal quarter, with the related statements of income and/or operations, members’ capital 

Line Portion shall remain outstanding: 

(b) as soon as available, but not later than sixty (60) days after the end of each of the frrst three fiscal quarters of each 
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and cash flows for such year for such entities, for the period commencing at the end of the previous fiscal quarter and ending 
with the end of such fiscal quarter and for the period commencing at the end of the previous fiscal year and ending with the 
end of such fiscal quarter, setting forth in comparative form, in the case of each such consolidated balance sheet, the 
corresponding figures as ofthe last day of the corresponding period in the immediately preceding fiscal year and, in the case 
of each such consolidated statement of income and operations, members’ capital and cash flows, the corresponding figures 
for the corresponding period in the immediately preceding fiscal year, and (ii) the unaudited consolidating balance sheet and 
income statement of Atmos Energy Holdings, he.; and 

(c) as soon as available, but not later than 45 days after the end of each month, the consolidated financial statements of 
the Borrower and its subsidiaries in form acceptable to Banks. 

7.02 Certificates; Other Information . The Borrower shall furnish to the Agents and the Banks: 

(a) concurrently with the delivery of the Emancia1 statements referred to in Subsections 7.01 I&, and @, an 
Embedded Value Report as of the date of such financial statements and a Compliance Certificate, each executed by a 
Responsible Officer of the Borrower; 

(b) a Borrowing Base Collateral Position Report executed by a Responsible Officer of the Borrower as of 15 * day of 
each month and as of the last Business Day of each month, in each case delivered within ten (10) days of such reporting date; 
provided , however , that if any Borrowing Base Collateral Position Report fails to reflect an “excess” (as contemplated by 
such report) of greater than 10% over the lesser of Borrowing Base Advance Cap or the Total Available Committed Line 
Portion applicable as of such reporting date, then until two consecutive Borrowing Base Collateral Position Reports have 
evidenced an “excess” (as contemplated by such report) of greater than IO% over the lesser of Borrowing Base Advance Cap 
and the Total AvailabIe Committed Line Portion applicable as of the appIicabIe reporting date for such reports, the Borrower 
shall provide two additional Borrowing Base Collateral Position Reports per month, one as of the 7 L day of each month and 
the other as of the 22 od day of each month. XJpon the delivery of the second consecutive Borrowing Base Collateral Position 
Report evidencing a greater than 10% ‘Lexcess”, the Borrower will revert to delivering two (2) Boxowing Base Collateral 
Position Reports per month as described in the first portion of this &ctiOg_7.02(b) ; 

(c) on or before the tenth (10 *) day of each month, a Net Position Report as of the first (1 ”) day of said month, and on 
or before the twenty-fia (25 h) day of each month, a Net Position Report as of the fifteenth (1 5 th) day of such month, in 
each case certified by a Responsible Officer of the Borrower; 

Borrower or any Subsidiary as the Agents, at the request of any Bank, may from time to time reasonably request; 
(d) promptly when availabIe, such additional information regarding the business, financial or corporate affairs of the 
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(e) a quarterly report of inventory storage locations at each quarter end; 

(0 a SPT Activity Report executed by a Responsible Officer of the Borrower as of 1.5 ti, day of each month and as of the 
last Business Day of each month, in each case delivered within ten (10) days of such reporting date; provided that if any such 
SPT Activity Report evidences that the Borrower has an “SPT Activity Utilization Ratio” (as defined therein) of 90% or 
more, #en the Borrower shall provide additional SPT Activity Reports on the 7 rll day and the 22 nd day of each month, in 
each case delivered within seven (7) days of such reporting date, until such time as the last delivered SPT Activity Report 
evidences an “SSPT Activity Utilization Ratio” of 80% or less; and 

(g) a report, to be delivered concurrently with the financial statements delivered pursuant to Section 7.01(c), that sets 
forth the Cumulative Loss as of the end of the calendar month to which the financial statements that are being delivered 
concurrently relate. 

7.03 Notices . The Borrower shall promptly notify the Agents and each Bank: 

(a) of the occurrence of any Default or Event of Default, and of the occurrence or existence of any event or circumstance 

(b) of the occurrence of any event which could reasonably be expected to cause a material impairment of the Collateral 

(c) of the occurrence of any event which could reasonably be expected to cause a Material Adverse Effect, including 

that could reasonably be expected to become a Default or Event of Default; 

Position; 

(i) breach or non-performance of, or any default under, a material Contractual Obligation of the Borrower or any Subsidiary; 
(ii) any material dispute, litigation, investigation, proceeding or suspension between the Borrower or any Subsidiary and any 
Governmental Authority; or (iii) the comencement of, or any material development in, any litigation or proceeding 
affecting the Borrower or any Subsidiary, including proceedings pursuant to any applicable Environmental Laws; 

(d) of the occurrence of any of the following events affecting the Borrower or any ERISA Affiliate (but in no event 
more than 10 days after the Borrower receives notice or becomes aware of such event), and deliver to the Agents and each 
Bank a copy of any notice with respect to such event that is filed with a Governmental Authority and any notice delivered by 
a Governmental Authorjty to the Borrower or any ENSA Affiliate with respect to such event: 

(i) an ERISA Event; 
(ii) a material increase in the Unfimded Pension Liability of any Pension Plan; 
(iii) the adoption of, or the commencement of contributions to, any PIan subject to Section 412 of the Code by the 

the adoption of any amendment to a Plan subject to Section 412 of the Code, if such amendment results in a 
Borrower or any ERISA Affiliate; or 

material increase in contributions or Unibnded Peusion Liability; 
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(e) of any material change in accounting policies or financial reporting practices by the Borrower; and 

(f) of any intended relocation of inventory or any intended new location of inventory owned by the Borrower, at least 

Each notice under this Section shall be accompanied by a written statement by a Responsible Officer of the Borrower 

ten (10) Business Days prior to the date such inventory is to be stored at such location. 

setting forth details of the occurrence referred to therein and stating what action the Borrower or any affected Subsidiary 
proposes to take with respect thereto and at what time. Each notice under Subsection 7.03(a) shall describe with particularity 
any and all clauses or provisions of this Agreement or other Loan Document that have been (or reasonably could be expected 
to be) breached or violated as therein provided. 

7.04 Preservation of Corporate Existence. Etc . The Borrower shall, and shall cause each of its Subsidiaries to: 

(a) preserve and maintain in fbll force and effect its existence and good standing under the laws of its state or 

(b) preserve and maintain in full force and effect all governmental rights, privileges, qualifications, permits, licenses and 

(c) use reasonable efforts, in the ordinary course of business, to preserve its business organization and goodwill; and 

(d) preserve or renew all of its registered patents, trademarks, trade names and service marks, the non-preservation of 
which could reasonably be expected to have a Material Adverse Effect. 

7.05 Maintenance of Pro,p&@-. The Borrower shall maintain, and shall cause each of its Subsidiaries to maintain and 
preserve, all its property used or useful in its business in good working order and condition, ordinary wear and tear excepted, 
and make all necessary repairs thereto and renewals and replacements thereof except in any case where the failure to do SO 
could not reasonably be expected to have a Material Adverse Effect. 

7.06 Insurance . The Borrower shall maintain, and shall cause each of its Subsidiaries to maintain, with financially 
sound and reputable independent insurers, insurance with respect to its properties and business against loss or damage of the 
kinds customarily insured against by Persons engaged in the same or similar business, of such types and in such amounts as 
are customarily carried under similar circumstances by such other Persons, including, without limitation, marine cargo 
insurance, if appropriate. 

jurisdiction of organization; 

franchises necessary or desirable in the normal conduct of its business; 
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7.07 Payment of Oblipations . The Borrower shall pay, and shall cause each of its Subsidiaries to pay and discharge, as 
the same shall become due and payable, all their respective material obligations and liabilities, including: 

I 

(a) all tax liabilities, assessments and governmental charges or levies upon it or its properties or assets, unless the same 
are being contested in good faith by appropriate proceedings and unless adequate reserves in accordance with GAAP are 
being maintained by the Borrower or such Subsidiary; 

@) all lawful claims which, if unpaid, would by law become a Lien upon its property unless the same are being 
contested in good faith by appropriate proceedings and adequate reserves in accordance with GAAV are being maintained by 
the Borrower or Subsidiary, and provided that at such time the claim becomes a Lien (other than a lispendens notice), it shall 
be promptly paid; and 

(c) all indebtedness, as and when due and payable, but subject to any subordination provisions contained in any 
instrument or agreement evidencing such Indebtedness. 

7.08 Compliance with Laws . The Borrower shall comply, and shall cause each of its Subsidiaries to comply, with all 
Requirements of Law of any Governmental Authority having jurisdiction over it or its business (including the Federal Fair 
Labor Standards Act), except where the failure to do so could not reasonably be expected to have a Material Adverse Effect. 

7.09 QwLiance with ERlSA . The Borrower shall, and shall cause each of its ERISA Affiliates to: (a) maintain each 
Plan in compliance with the applicable provisions of ERISA, the Code and other federal or state law; (b) cause each Plan 
which is qualified under Section 401(a) of the Code to maintain such qualification; and (c) make all required contributions to 
any Plan subject to Section 412 of the Code. 

Subsidiaries to maintain, proper books of record and account, in which full, true and correct entries in conformity with GAAP 
consistently applied shall be made of all financial transactions and matters involving the assets and business of the Borrower 
and such Subsidiary. The Borrower shall permit, and shall cause each of its Subsidiaries to permit, representatives and 
independent contractors of any Agents or any Bank to visit and inspect any of their respective properties, to examine their 
respective corporate, financial and operating records, and make copies thereof or abstracts therefrom, and to discuss their 
respective &airs, finances and accounts with their respective directors, officers, and independent public accountants, all at 
the expense of the Agent or Bank causing such inspection and at such reasonable times during normal business hours and as 
often as may be reasonably desired, upon reasonable advance notice to the Borrower; provided, however , that when an 
Event of Default exists either of the Agents or any Bank may do any of the foregoing at the expense of the Borrower at any 
time during normal business hours and without advance notice. 

operations and keep and maintain its property in compliance in all material respects with all Environmental Laws. 

7.10 Inspection of Propertv and Books and Records . The Borrower shall maintain, and shall cause each of its 

7.1 1 Environmental Laws . The Borrower shall conduct, and shall cause each of its Subsidiaries to conduct, its 
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7.12 Use of Proceeds . The Borrower shall use the proceeds of the Loans for the uses described in this Agreement and 

The Borrower shall not use the proceeds of the Loan or any Letter of Credit to acquire, directly or indirectly, any Margin 

not in contravention of any Requirement of L,aw or of any Loan Document restrictions on use of loan proceeds. 

Stock. 

7.13 Collateral Position Audit . At some date not later than the six-month anniversary of the Closing Date and at such 
other times as Agents deem advisable, the Borrower will allow Agents or an entity satisfactory to Agents to conduct a 
thorough examination of the Collateral, and the Borrower will filly cooperate in such examination. The Borrower will pay 
the costs and expenses of one such examination each calendar year” 

7.14 Lock Box . The Borrower shall (i) maintain a lock box (the ‘‘ Lock Box ”) with Bank of America, N.A. and shall 
notify in writing and otherwise take such reasonable steps to ensure that all Account Debtors under any of its Accounts 
forward payment in the form of cash, checks, drafk or other similar items of payment directly to such Lock Box and shall 
provide Banks with reasonable evidence of such notification, and (ii) deposit and cause its Subsidiaries to deposit or cause to 
be deposited all payments under such Accounts to the Lock Box. In the event that any Account Debtor does make any 
payment directly to the Borrower, the Borrower shall promptIy deposit such amounts into the L,ock Box. The Borrower and 
each Bank acknowledge and agree that prior to the Activation Period, the Borrower may operate and transact business 
through the L,ock Box account in its normal fashion, including making withdrawals from the Lock Box account. The 
Borrower and each Bank further acknowledge and agree that during the Activation Period, Bank of America, N.A. shall 
transfer all collected and available balances in the Lock Box to the Bank Blocked Account pursuant to the Three Party 
Agreement. The Borrower and each Bank acknowledge and agree that the Bank Blocked Account is owned by the Collateral 
Agent for the benefit of the Agents, the Issuing Banks and the Banks and that the L,ock Box is under the dominion and 
control of the Collateral Agent. The Collateral Agent at any time may apply amounts contained in the Bank Blocked Account 
toward satisfaction of the Obligations. 

7.15 Financial Covenants . (a) The Borrower will, at all times, maintain, with respect to the elected Borrowing Base 
Sub-cap for such time, (i) Net Worlcing Capital and Tangible Net Worth, each at a level not less than the minimum threshold 
set forth opposite such applicable Borrowing Base Sub-Cap under the heading “Minimum Net Working Capital” and 
‘‘Ivlinimum Tangible Net Worth,” as applicable, under the defmition of Borrowing Base Sub-Cap, and (ii) the Ratio of Total 
Liabilities to Tangible Net Worth, at a level not more than the maximum threshold set forth opposite such appricable 
Borrowing Base Sub-Cap under the heading “Maximum Ratio at Total Liabilities to Tangible Net Worth” under the 
definition of “Borrowing Base Sub-cap.” 

the Cumtilative Loss exceeds $10,000,000 as of the Cumulative Loss Report Date, the Borrower shall prepare and submit, 
within ten (1 0) Business Days of each Cumulative Loss Report Date a report to the Administrative Agent, in fonn and 
substance acceptable to the Administrative Agent, in its sole discretion exercised in good faith, 

(b) The Borrower shall at all times cause the Cumulative Loss to be less than or equal to $ IO,OOO,OOO; provided that if 
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which report shall explain the circumstances of such Cumulative Loss and set forth a plan satisfactory to the Administrative 
Agent, in its sole discretion exercised in good faith, that provides in reasonable detail the actions the Borrower proposes to 
take to reduce the Cumulative Loss to an amount less than $10,000,000 before the next “reporting” date and provided further 
that for so long as (i) the Borrower executes the plan in accordance with its terms and (ii) the plan remains effective to reduce 
the Cumulative Loss withii the required period, as determined by the Administrative Agent, in its sole discretion exercised in 
good faith, then there shall be TIO breach of this provision. 

7.1 6 Swap Contracts . The Borrower shall promptly notify the Administrative Agent of the “early termination,” or its 
equivalent, of any Swap Contract and the Administrative Agent shall promptly notify the Banks of the same. 

7.17 my3ical Trade Contra.ra@. The Borrower shall promptly notify the Admiinistrative Agent of the “early termination,” 
or its equivalent, of any Physical Trade Contract and the Administrative Agent shall promptly notify the Banks of the same. 

ARTICLE VIII 

NEGATIVE COVENANTS 

So long as any Loan or other Obligation shall remain unpaid or unsatisfied, or any Letter of Credit or Committed Line 
Portion shall remain outstanding, unless the Banks waive compliance in writing: 

8.01 Limitation on Liens . The Borrower shall not, and shall not suffer or permit any Subsidiary to, directly or indirectly, 
make, create, incur, assume or suffer to exist any Lien upon or with respect to any part of its property, whether now owned or 
hereafter acquired, other than the following (“ Permitted Liens ”): 

Schedule 8,OLsecwing Indebtedness outstanding on such date; 
(a) any Lien existing on property of the Borrower or any of its Subsidiaries on the Closing Date and set forth in 

@) any Lien created under any Loan Document; 

(c) Liens for taxes, fees, assessments or other governmental charges which are not delinquent or remain payable without 
penalty, or to the extent that non-payment thereof is permitted by Section 7.07 , provided , however , that no notice of tien 
has been filed or recorded under the Code; 

ordinary course of business which are not delinquent or remain payable without penalty and, with respect to any such 
warehousemen’s or landlord’s lien, such liens only secure accrued rental charges; 

(d) carriers’, warehousemen’s, mechanics’, landlords’, materialmen’s, repairmen’s or other similar Liens arising in the 
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(e) Liens (other than any Lien imposed by ERISA) consisting of pledges or deposits required in the ordinary course of 

(f) Liens on the property of the Borrower or its Subsidiaries securing (i) the non-delinquent performance of bids, trade 

business in connection with workers' compensation, unemployment insurance and other social security legislation; 

contracts (other than for borrowed money), leases, statutory obligations, (E) contingent obligations on surety and appeal 
bonds and (iii) other non-delinquent obligations of a like nature; in each case, incurred in the ordinary course of business; 
provided, however , that all such Liens in the aggregate would not (even if enforced) cause a Material Adverse EEect; 

effectively stayed and all such unstayed liens in the aggregate at any time outstanding for the Borrower and its Subsidiaries 
do not exceed $ I  ,000,000; 

(h) easements, rights-of-way, restrictions and other similar encumbrances incurred in the ordinary course of business, 
which, in the aggregate, are not substantia1 in amount, and which do not in any case materiafly interfere with the ordinary 
conduct of the business of the Borrower and its Subsidiaries; 

(g) Liens consisting of judgment or judicial attachment liens; provided , however, that the enforcenient of such Liens is 

(i) purchase money security interests (other .than capital leases) on any property acquired or held by the Borrower or its 
Subsidiaries in the ordinary course of business, securing Indebtedness incurred or assumed for the purpose of financing all or 
any part of the cost of acquiring such property; provided , however, that (i) any such Lien attaches to such property 
concurrently with or within 20 days after the acquisition thereof, (6) such Lien attaches solely to the property so acquired in 
such transaction, (iii) the principal amount of the debt secured thereby does not exceed 100% of the cost of such property and 
(iv) the principal amount of the Indebtedness secured by any and all such purchase money security interests shall not at any 
time exceed $1,000,000; 

Section 9.343, comparable laws of the states of Oklahoma, Kansas, Wyoming or New Mexico, or other comparable law; 
(j) Liens of interest owners, including, without limitation, Liens arising as wouId be defied in Texas Bus. & Com. Code 

(k) Liens not permitted by clause 8.01 (a), (b), (c), (d), (e), (0, (g), 01) or (i), in an aggregate amount not to exceed 
$1,000,000; 

(I) Liens securing contractual obligations permitted by Section 8.06 ; and 

(m) Cross-AffiIiate Netting Liens. 

8.02 Consolidations -mdMergers. The Borrower shall not, nor shall it suffer or permit any of its Subsidiaries to, merge, 
consolidate with or into, or convey, transfer, lease or otherwise dispose of (whether in one transaction or in a series of 
transactions) all or substantially all of its assets (whether now owned or hereafter acquired) to or in favor of any Person. 
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8.03 L-,tation on Indebtedness . The Borrower shall not suffer, or permit any of its Subsidiaries to, create, incur, 
assume, suffer to exist, or otherwise become or remain directly or indirectly liable with respect to, any Indebtedness, except: 

(a) Indebtedness incurred pursuant to or in accordance with this Agreement; 

(b) Indebtedness consisting of trade payables in the ordinary course of business; 

(c) Indebtedness existing on tlie Closing Date, and described on Schedule 8.01 ; 

(d) Indebtedness in respect of purchase money security interests permitted by Section 8.01 hereof; 

(e) Indebtedness in respect of Contingent Obligations permitted by Section 8.06 hereof; and 

(f) Subordinated Debt. 

8.04 msact ions  with Affiliates . The Borrower shall not, and shall not suffer or permit any of its Subsidiaries to, enter 
into any transaction with any Affiliate of the Borrower, except upon fair and reasonable terms no less favorable to the 
Borrower or such Subsidiary than would obtain in a comparable ann’s-length transaction with a Person not an Affiliate of the 
Borrower or such Subsidiary. Without limiting the foregoing, all sales of Product by Borrower to, and purchases of Product 
by Borrower from, any Affiliate of Borrower shall be at the market price on the day of sale, except for transactions made in 
connection with Borrower’s index sales strategies that shall have been approved by the Banks prior to any such transactions. 

8.05 Use of Proceeds . The Borrower shall not, and shall not suffer or permit any of its Subsidiaries to, use any portion 
of the Loan proceeds or any Letter of Credit, directly or indirectly, (a) to purchase or carry Margin Stock, (b) to repay or 
otherwise refinance indebtedness of the Borrower or others incurred to purchase or carry Margin Stock, (c) to extend credit 
for the purpose of purchasing or carrying any Margin Stock, or (d) to acquire any security in any transaction that is subject to 
Section 13 or 14 of the Exchange Act. 

incur, assume or suffer to exist any Contingent Obligations except: 
8.06 Contineent Obligations . The Borrower sbaIl not, and shall not suffer or permit any of its Subsidiaries to, create, 

(a) endorsements for collection or deposit in the ordinary course of business; 

(b) swap contracts (including for the avoidance of doubt, any Swap Contract) entered into in the ordinary course of 
business and physical trade contracts (including, for the avoidance of doubt, any Physical Trade Contract) entered into in the 
ordinary course of business; and 
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(c) Contingent Obligations of the Borrower and its Subsidiaries existing as of the Closing Date and described on 

8.07 Restricted Payments-. The Borrower shall not, and shall not suffer or permit any of its Subsidiaries to, directly or 

___ Schedule 8-07. 

indirectly declare or make, any distxibution of income or capital on account of any membership interest of the Borrower now 
or hereafter in existence (“ Distributions ’7, or set aside or otherwise deposit or invest any sums for such purpose, except, so 
long as no Default or Event of Default shall have occurred and be continuing or would result therefrom, Distributions to the 
Guarantor. 

8.08 ERISA . The Borrower shall not, nor suffer or permit any of its ERISA Affiliates to: (a) engage in a prohibited 
transaction or violation of the fiduciary responsibility rules with respect to any Plan; or (b) engage in a transaction that could 
be subject to Section 4069 or 4212(cf of ERISA. 

business different from the Line of business carried on by the Borrower and its Subsidiaries on the date hereof. 
8.09 ChanPe in Businxss_~. The Borrower shall not, nor suffer or permit any of its Subsidiaries to, engage in any line of 

8.10 Accou@ing Changes . The Borrower shall not, nor suffer or permit any of its Subsidiaries to, make any significant 
change in accounting treatment or reporting practices, except as requited by GAAP, or change the fiscal year of the Borrower 
or of any Subsidiary. 

8.1 I Net Position . At no time wiU the Borrower allow its Net Position to exceed 2,000,000 MlMBTUS of natural gas. At 
no time will the Borrower allow the sum of the following: (a) 25% of the Borrower’s Net Position Value, plus @) Borrower’s 
Storage and Unhedged Transportation Exposure, plus (c) Borrower’s Below Index Sales Exposure, to exceed 33% of 
Borrower’s Net Working Capital at such time, where: 

“ Net Position Value ” means Borrower’s Net Position valued at the One-Year NYMEX Natural Gas Strip as quoted by 
BNP Paribas’s Commodity Indexed Transactions Group, such Net Positjon Value to be adjusted on the first Business 
Day of each January, April, JuIy and October. 
‘‘ Below Index Sales-Exposure ” means (the maximum volume of gas required to be sold at below index prices 
multiplied by the discount &om index), minus (the net positive value of a11 hedge contracts related to the utilization of 
the related storage & transportation assets). 
‘‘ Storape and Unhedged Transportation Exaosure ” means the aggregate amount of all contractual costs for storage 
contracts in excess of three (3) months and unhedged transportation expenses that the Borrower incurs prior to the 
transportation of Product. 

8.12 Loans and Investments . The Borrower shall not purchase or acquire, or suffer or permit any Subsidiary to purchase 
or acquire, or make any commitment therefor, any capital stock, equity interest, or any obligations or other securities of, or 
any interest in, any Person, or make or commit to make any Acquisitions, or make or commit to make any advance, loan, 
extension of credit or capital contribution to or any other investment in any Person, including any Affiliate of Borrower, 
except for: 

(a) investments in cash equivalents and Marketable Securities; 
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(b) extensions of credit in the nature of accounts receivable or notes receivable arising from the sale or lease of goods or 
services in the ordinary course of business; 

(c) so long as no Default of Event of Default shall have occurred and be continuing, or would result therefrom, 
advances, loans, extensions of credit (by way of guaranty or otherwise), capital contributions, or purchases of Capital Stock, 
bonds, notes, debentures, or other debt secm’ties of, or any assets constituting a business unit or, or make any other 
investment in, any Person (all of the foregoing, “ Investments ”), in a collective annual aggregate amount (calculated 
exclusive of Investments permitted under Section 8.12(a) and (b) above) not to exceed $10,000,000; provided that additional 
Investments in excess of $10,000,000 provided for under this Section 8.12(c) shall be permitted with the approval of the 
Required Banks. 

Section 8.13 , “Change of Management”‘ shall mean that w i t h  any 90-day period no Significant Change shall occur without 
approval from the Agents. For purposes of this Section 8.13, “Significant Change” shall mean that two or more of the Key 
Individuals are no longer in roles comparable to or greater than their existing roles at the start of the 90-day period. For 
purposes of this Section 8.13 , “Key Individuals” shall mean (i) Mark Johnson, in the role of President, C .  Richard Alford, in 
the role of Senior Vice President-Finance and Administration, and Marc Tronzo, in the role of Senior Vice President-Trading. 

8.14 Deposit Accoun&-. Borrower shall not maintain any deposit accounts with a bank or financial institution other than 

Il 

8.13 Change of Mwayement . Borrower shall not permit any Change of Management. For purposes of this 

the Bank Blocked Account with the Collateral Agent, except that the Borrower may maintain the Lock Box with Bank of 
America, N.A. which shall be pledged to the Administrative Agent, for the benefit of the Agents, the Issuing Banks and the 
Banks pursuant to the Three Party Agreement. 

8.15 a s k  Management Policy . “he Borrower will not materially change its risk management policies without the prior 
written consent of ttie Administrative Agent and the Banks. Borrower agrees that upon request by Agents, &om time to time, 
the Borrower and the Banks will review and evaluate Borrower’s risk management policies. 

Credit (excluding all Physical Trade Delivery-Related Standby Letters of Credit) pius the aggregate SPT Bank Close-Out 
Amounts of all SPT Banksplus the aggregate outstanding Unilateral Overage Advances of all Banks to exceed the SPT- 
Related L/C Cap. 

8.16 SPT-Related Standby Letters of Credit. The Borrower shall not permit outstanding SPT-Related Standby Letters of 
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ARTICLE IX 

EVENTS OF DEFAZnT 

9.01 Event of Default. Any of the following shall constitute an “ Event of D e f a w :  

(a) Non-Pavment . The Borrower fails to pay any amount payable hereunder or under any other Loan Document when 
due including without limitation such amounts as may come due as a result of a “demand” made by the Banks under the 
Notes; or 

(b) Representation or Warranty . Any representation or warranty made or deemed made herein, in any other Loan 
Document, or which is contained in any certificate, document or financial or other statement by the Borrower, or any 
Responsible Officer furnished at any time under this Agreement, or in or under any other Loan Document, is incorrect or 
incomplete in any respect on or as of the date made or deemed made; or 

(c) Byenant Defaults . The Borrower fails to perform or observe: 
(i) any term, covenant or agreement contained in Seaions 7.04Ca) ,7.10,7.12 ,7.13 ,7. I5 , Article Wll this 

Agreement and Section 5 of the Security Agreement; 
(ii) any term, covenant or agreement contained in Sections 7.01 ,7.02 , 7.03 ,7.07 ,7.16 , and 7JLof this 

Agreement and such defauIt shall continue unremedied for a period of five days after the occurrence of such default; and 
(iii) any other term, covenant or agreement not expressly set forth in Section 9.01(c)(j) or Cii]. above that is 

contained in any of the Loan Documents and such default shall continue unrernedied for a period of 20 days afker the 
occurrence of such default; 

(d) Cross-Defe.  The Borrower or any Subsidiary of the Borrower (i) fails to make any payment in respect of any 
lndebtedness or Contingent Obligation having an aggregate principal amount (including undrawn committed or available 
amounts and including amounts owing to all creditors under any combined or syndicated credit arrangement) of more than 
$250,000 when due (whether by scheduled maturity, required prepayment, acceleration, demand, or otherwise) if such 
amounts are owed to any Bank or its Affiliate, or pursuant to any SPT Contract; (ii) fails to make any other payment in 
respect of any Indebtedness or Contingent Obligation having an aggregate principal amount (including undrawn committed 
or available amounts and including amounts owing to all creditors under any combined or syndicated credit arrangement) of 
more &an $1,000,000 when due (whether by scheduled maturity, required prepayment, acceleration, demand, or otherwise); 
or (iii) fails to perform or observe any other material condition or covenant; or (iv) any other event shall occur or condition 
exist, under any agreement or instrument relating to any such Indebtedness or Contingent Obligation, if, after expiration of 
any grace or cure period therein provided, the effect of such failure, event or condition is to cause, or to permit the holder or 
holders of such Indebtedness or beneficiary or beneficiaries of such Indebtedness (or a trustee or agent on behalf of such 
holder or holders or beneficiary or beneficiaries) to cause, such Indebtedness to be declared to be due and payable prior to its 
stated maturity, or such Contingent Obligation to become payable or cash collateral in respect thereof to be demanded, except 
to the extent that any such amounts are in bnnafide dispute in an aggregate amount not exceeding $1,000,000 for which 
adequate reserves are maintained in accordance with GAAP; or 
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(e) Insolvency: Vo1unb.1-y Proceedings . The Borrower or any Subsidiary of the Borrower: (i) ceases or fails to be 
solvent, or generally fails to pay, or admits in writing its inability to pay, its debts as they become due, whether at stated 
maturity or otherwise; (ii) commences any Insolvency Proceeding with respect to itself; or (iii) takes any action to effectuate 
or authorize any of the foregoing; or 

any Subsidiary of the Borrower, or any writ, judgment, warrant of attachment, execution or similar process, is issued or 
levied against a substantial part ofthe Borrower or any Subsidiary or any of the Borrower's properties, and any such 
proceeding or petition shall not be dismissed, or such writ, judgment, warrant of attachment, execution or similar process 
shall not be released, vacated or fully bonded within 60 days after commencement, filing or levy; (ii) the Borrower or any 
Subsidiary of the Borrower admits the material allegations of a petition against it in any Insolvency Proceeding, or an order 
for relief (or similar order under non-U.S. law) is ordered in any Insolvency Proceeding; or (E) the Borrower or any 
Subsidiary of the Borrower acquiesces in the appointment of a receiver, trustee, custodian, conservator, liquidator, mortgagee 
in possession (or agent therefor), or other similar Person for itself or a substantial portion of its property or business; or 

(g) ERISA . (i) An ERISA Event shall occur with respect to a Pension Plan or Multiemployer Plan which has resulted or 
could reasonably be expected to result in liability of the Borrower under Title 1v of ERISA to the Pension Plan, 
Multiemployer Plan or the PBGC in an aggregate amount in excess of $1,000,000; (ii) the aggregate amount of Unfunded 
Pension Liability among all Pension Plans at any time exceeds $1,000,000; or (iii) the Borrower or any ERISA Affiliate shall 
fail to pay when due, any installment payment with respect to its withdrawal liability under Section 4201 of ERISA under a 
Multiemployer Plan in an aggregate amount in excess of $1,000,000; or 

awards is entered against the Borrower or any Subsidiary of the Borrower, which such judgment, order, decree or award is 
not effectively stayed pending appeal thereof, involving in the aggregate a liability as to any single or related series of 
transactions, incidents or conditions, to pay an amount of $1,000,000 or more; or 

Subsidiary of the Borrower which has or would reasonably be expected to have a Material Adverse Effect; or 

(f) Involuntary Proceedings . (i) Any involuntary Insolvency Proceeding is commenced or filed against the Borrower or 

(h) Monetary Judgments . One or more non-interlocutory judgments, non-interlocutory orders, decrees or arbitration 

(i) Non-Monetary Judgments . Any non-monetary judgment, order or decree is entered against the Borrower or any 

(i) Change of Control. There occurs any Change of Control not previously approved by the Banks; or 

(k) Adverse Change . There occurs a Material Adverse Effect; or 
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(I) Guarantor Defaults-. Any Guarantor fails in any material respect to perform or observe any term, covenant or 
agreement in the Guaranty executed by such Guarantor; or such Guaranty is for any reason (other than satisfaction in full of 
all Obligations and the termination of the Loans) partially (including with respect to future advances) or wholly revoked or 
invalidated, or otherwise ceases to be in full force and effect, or such Guarantor or any other Person contests in any manner 
the validity or enforceability thereof or denies that it has any M e r  liability or obligation thereunder; or any event described 
at subsections (e) or ( f )  of this Section occurs with respect to such Guarantor; 

Banks: 
9.02 Remedies . If any Event of Default OCCIES, the Administrative Agent may and shall, at the request of the Required 

(a) declare an amount equal to the maximum aggregate amount that is or at any time thereafter may become available 
for drawing by the beneficiary under any outstanding Letters of Credit (whether or not any beneficiary shall have presented, 
or shall be entitled at such time to present, the drafts or other documents required to draw under such Letters of Credit) to be 
immediately due and payable, and declare the unpaid principal amount of all outstanding Loans, all interest accrued and 
unpaid thereon, and all other amounts owing or payable hereunder or under any other Loan Document to be i~n~nediately due 
and payable, without presentment, demand, protest or other notice of any kind, all of which are hereby expressly waived by 
the Borrower; and 

(b) exercise on behalf of itself and the Banks all rights and remedies available to it and the Banks under the Loan 
Documents or applicable law including, without limitation, seeking to lift the stay in effect under the Proceeding; provided , 
however, that upon the occurrence of any event specified in subsection (e) or ( f )  of Section 9.01., the obligation of each 
Bank to make Loans and any obligation of an Issuing Bank to Issue Letters of Credit shall automatically terminate and an 
amount equal to the maximurn aggregate amount that is or at any time thereafter may become available for drawing by the 
beneficiary under any outstanding Letters of Credit (whether or not any beneficiary shall have presented, or shall be entitled 
at such time to present, the drafts or other documents required to draw under such Letters of Credit) together with the unpaid 
principal amount of all outstanding L,oans and all interest and other amounts as aforesaid shall automatically become due and 
payable without m e r  act of the Administrative Agent, any Issuing Bank or any Bank. 

9.03 Ri&ts Not Exclusive . The rights provided for in this Agreement and the other Loan Documents are cumulative 
and are not exclusive of any other rights, powers, privileges or remedies provided by law or in equity, or under any other 
instrument, document or agreement now existing or hereafter arising. 

9.04 Application of Payments . Except as expressly provided in this Agreement, from and afker the date of the 
occurrence of any Sharing Event, all amounts thereafter received or recovered under this Agreement or any other Loan 
Document whether as a result of a payment by the Borrower, the exercise of remedies by the Administrative Agent under any 
of the Loan Documents, liquidation of collateral or otherwise, shall be applied according to Section 2.01 of the lntercreditor 
Agreement. 

85 

h ttp : //www. in ves t quest. condi q/a/ato/fid8 Wato 8 kO 1 0 5 0 9. hf 111 9/17/2009 



ATMOS ENEKGY COW (Form: 8-K) Page 97 of 161 

ARTICLE X 

--_I- AGENTS 

10.01 Appointment and Authorization . 
(a) Each Bank, on its own behalf and, solely with respect to the designation and appointment of BNP Paribas as 

Collateral Agent under the Security Agreements, 011 behalf of each of its affiliates and each of its I n d e d i e d  Persons, 
hereby irrevocably (subject to Section 10.09 ) designates and authorizes the Agents to take such action on its behalf and on 
behalf of such Persons under the provisions of this Agreement and each other Loan Document and to exercise such powers 
and perform such duties as are expressly delegated to it by the terms of this Agreement or any other Loan Document, together 
with such powers as are reasonably incidental thereto. Notwithstanding any provision to the contrary contained elsewhere in 
this Agreement or in any other Loan Document, the Agents shall not have any duties or responsibilities, except those 
expressly set forth herein, nor shall the Agents have or be deemed to have any fiduciary relationship with any Bank, and no 
implied covenants, functions, responsibilities, duties, obligations or liabilities shall be read into this Agreement or any other 
Loan Document or otherwise exist against the Agents. Without limiting the generality of the foregoing sentence, the use of 
the term “agent” in this Agreement with reference to the Agents is not intended to connote any fiduciary or other implied (or 
express) obligations arising under agency doctrine of any applicabie law. Instead, such term is used merely as a matter of 
market custom and is intended to create or reflect only an adminisfrative relationship, if any, between independent 
contracting parties.” 

documents associated therewith until such time and except for so long as the Admiistrative Agent may agree at the request 
of the Banks to act for such Issuing Bank with respect thereto; provided however , that such Issuing Bank shall have all of 
the benefits and inununities (i) provided to the Administrative Agent in this Article X with respect to any acts taken or 
omissions suffered by such Issuing Bank in connection with Letters of Credit Issued by it or proposed to be Issued by it and 
the application and agreements for letters of credit pertaining to the Letters of Credit as fuIly as if the term “Administrative 
Agent,” as used in this Article X included such Issuing Bank with respect to such acts or omissions, and (ii) as additionally 
provided in this Agreement with respect to such Issuing Banks. Prior to the issuance of a Letter of Credit by an Issuing Bank 
other than the Administrative Agent, such Issuing Bank shall provide written notice to the Administrative Agent of the dollar 
amount, the date of such issuance and the expiry date of such Letter of Credit. Such issuance shall be subject to the consent 
of the Administrative Agent. Such consent shall not result in the imposition of any liability upon the Administrative Agent. 

10.02 Deleyation of Duties. .. Each of the Agents may execute any of its duties under this Agreement or any other Loan 
Document by or through agents, employees or attorneys-in-fact and shall be entitled to advice of counsel concerning all 
matters pertaining to such duties. No Agent shall be responsible for the negligence or misconduct of any agent or attomey-in- 
fact that it selects with reasonable care. 

(b) Each Issuing Bank shall act on behalf of the Banks with respect to any Letters of Credit Issued by it and the 
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10.03 Liability of Agents . None of Agent-Related Persons shall (a) be liable for any action taken or omitted to be taken 
by any of them under or in connection with this Agreement or any other Loan Document or the transactions contemplated 
hereby (except for its own gross negligence or wiuful misconduct), or (b) be responsible in any mariner to any of the Banks 
for any recita1, statement, representation or warranty made by the Borrower or any Subsidiary or Affiliate of the Borrower, or 
any officer thereoc contained in this Agreement or in any other Loan Document, or in any certificate, report, statement or 
other document referred to or provided for in, or received by Agents under or in connection with, this Agreement or any other 
Loan Document, or for the value of or title to any Collateral, or the validity, effectiveness, genuineness, enforceability or 
sufficiency of this Agreement or any other Loan Document, or for any failure of the Borrower or any other party to any Loan 
Document to perform its obligations hereunder or thereunder. No Agent-Related Person shall be under any obligation to any 
Bank to ascertain or to inquire as to the observance or performance of any of the agreements contained in, or conditions of, 
this Agreement or any other Loan Document, or to inspect the properties, books or records of the Borrower or any of the 
Borrower’s Subsidiaries or AWiates. 

10.04 Reliance by Agents . 

(a) Each of the Agents shall be entitled to rely, and shall be fully protected in reIying, upon any writing, resolution, 
notice, consent, certificate, affidavit, letter, telegram, facsimile, telex or telephone message, statement or other document or 
conversation believed by it to be genuine and correct and to have been signed, sent or made by the proper Person or Persons, 
and upon advice and statements of legal counsel (including counsel to the Borrower), independent accountants and other 
experts selected by Agents. Each of the Agents shall be fully justified in failing or refusing to take any action under this 
Agreement or any other L,oan Document unless it shall first receive such advice or concurrence of all of the Balks or the 
Required Banks, as applicable, as it deems appropriate and, if it so requests, it shall first be indemnified to its satisfaction by 
the Banks against any and all liability and expense which may be incurred by it by reason of taking or continuing to Lake any 
such action. Each of the Agents shall in ail cases be fully protected in acting, or in refraining from acting, under this 
Agreement or any other Loan Document in accordance with a request or consent of all of the Banks or the Required Banks, 
as applicable, and such request and any action taken or failure to act pursuant thereto shall be binding upon the Banks. 

this Agreement shall be deemed to have consented to, approved or accepted or to be satisfied with, each document or other 
matter either sent by Agents to such Bank for consent, approval, acceptance or satisfaction, or required thereunder to be 
consented to or approved by or acceptable or satisfactory to the Bank. 

Event of Default, except with respect to defaults in the payment of principal, interest and fees required to be paid to the 
Administrative Agent for the account of the Banks, unless the Administrative Agent shall have received written notice from a 
Bank or the Borrower referring to this Agreement, describing such Default or Event of Default and stating that such notice is 
a “notice of default.” The Administrative Agent will notify Fortis, as an agent, and the Banks of its receipt of any such notice. 
The Agents shall take such action 

(b) For purposes of determining compliance with the conditions specified in Section 5.01 , each Bank that has executed 

10.05 Notice of Default. Agents shall not be deemed to have knowledge or notice of the occurrence of any Default or 
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with respect to such Default or Event of Default as may be requested by all of the Banks or the Required Banks, as 
applicable, in accordance with Article IX ; provided , however , that unless and until the Administrative Agent has received 
any such request, the Agents may (but shall not be obligated to) take such action, or refrain from taking such action, with 
respect to such Default or Event of Default as it shall deem advisable or in the best interest of the Banks. 

10.06 Credit Decision . Each Bank acknowledges that none of Agent-Related Persons has made any representation or 
warranty to it, and that no act by Agents hereinafter taken, including any review of the affairs of the Borrower and its 
Subsidiaries, shall be deemed to constitute any representation or warranty by auy Agent-Related Person to any Bank. Each 
Bank represents to the Agents that it has, independently and without reliance upon any Agent-Related Person and based on 
such documents and information as it has deemed appropriate, made its own appraisal of and investigation into the business, 
prospects, operations, property, fmancial and other condition and creditworthiness of the Borrower and its Subsidiaries, the 
value of and title to any Collateral, and all applicable bank regulatory laws relating to the transactions coutemplated hereby, 
and made its own decision to enter into this Agreement and to extend credit to the Borrower hereunder. Each Bank also 
represents that it will, independently and without reliance upon any Agent-Related Person and based on such documents and 
information as it shall deem appropriate at the time, continue to make its own credit analysis, appraisals and decisions in 
taking or not taking action under this Agreement and the other Loan Documents, and to make such investigations as it deems 
necessary to inform itself as to the business, prospects, operations, property, financial and other condition and 
creditworthiness ofthe Borrower. Except for notices, reports and other documents expressly herein required to be furnished 
to the Banks by the Agents, the Agents shall not have any duty or responsibility to provide any Bank with any credit or other 
information concerning the business, prospects, operations, property, financial and other condition or creditworthiness of the 
Borrower which may come into the possession of any of Agent-Related Persons. 

10.07 Indemnification . Whether or not the tramactions contemplated hereby are consummated, the Banks shall 
indemnify upon demand Agent-Related Persons (to the extent not reimbursed by or on behalf of the Borrower and without 
limiting the obligation of the Borrower to do so), pro rata, fiom and against any and all Indemnified Liabilities; provided , 
however, that no Bank shall be liable for the paymeat to Agent-Related Persons of any portion of such Indemnified 
Liabilities resulting solely fiom such Person’s gross negligence or willful misconduct. Without limitation of the foregoing, 
each Bank shall reimburse Agents upon demand for its ratable share of any costs or out-of-pocket expenses (including 
Attorney Costs) incurred by Agents in connection with the preparation, execution, delivery, administration, modification, 
amendment or enforcement (whether through negotiations, legal proceedings or otherwise) of, or legal advice in respect of 
rights or responsibilities under, this Agreement, any other Loan Document, or any document contemplated by or referred to 
herein, to the extent that Agents are not reimbursed for such expenses by or on behalf of the Borrower. The undertaking in 
this Section shall survive the payment of all Obligations hereunder and the resignation or replacement of Agents. 

10.08 Agents in Individual Cauacitv . Fortis and its Affiliates, BNP Paribas and its Affiliates, and SociM Generale and 
its M i a t e s  may make loans to, issue letters of credit for the account of, accept deposits from, acquire equity interests in and 
generally engage in any kind 
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of banking, trust, financial advisory, underwriting or other business with the Borrower and its Subsidiaries and Affiliates as 
though Fortis, Soci&k Gknkrale and BNP Paribas were not Agents or Issuing Banks hereunder and without notice to or 
consent of the Banks. The Banks acknowledge that, pursuant to sucb activities, Fortis or its AfBates, Soci6tk Gtneirale and 
its Affiliates, and BNP Paribas or its Affiliates may receive information regarding the Borrower or its AfBiates (including 
infomation that may be subject to confidentiality obligations in favor of the Borrower or such Subsidiary) and acknowledge 
that the Agents shall be under no obligation to provide such information to them. With respect to its Loans, Fortis, Socikt6 
Gbkrale and BNP Paribas shall have the same rights and powers under this Agreement as any other Bank and may exercise 
the same as though it were not the Agents or Issuing Banks, and the terms “Bank” and “Banks” include each of Fortis, 
Sociktb Geinkrale and BNP Paribas in its individual capacity. 

10.09 Successo!:-Administrative Agent. The Administrative Agent may resign as the Administrative Agent upon 
thirty (30) days’ notice to the Banks. Ifthe Administrative Agent resigns under this Agreement, Fortis or Socii% GdnBrale 
shall automatically become the successor agent, unIess Fortis declines. If each Fortis and Socibtd G6nnBrale declines, the 
Required Banks shall appoint, fiom among the Banks, a successor agent for the Banks. If no successor agent is appointed 
prior to the effective date of the resignation of the Administrative Agent, the resigning Administrative Agent may appoint, 
after consulting with the Banks, a successor agent fiom among the Banks. Upon the acceptance of its appointment as 
successor agent hereunder, the successor agent shall succeed to all the rights, powers and duties of the retiring Administrative 
Agent and the term [‘Administrative Agent” shall mean such successor agent and the retiring Administrative Agent’s 
appointment, powers and duties as Administrative Agent shall be terminated. After any retiring Administrative Agent’s 
resignation hereunder as Administrative Agent, the provisions of this Article X and Sections 11 .O&and 11 .OS shall inure to its 
benefit as to any actions taken or omitted to be taken by it while it was Administrative Agent under this Agreement. Ifno 
successor agent has accepted appointment as the Administrative Agent by the date which is thirty (30) days following a 
retiring Administrative Agent’s notice of resignation, the retiring Administrative Agent’s resignation shall nevertheless 
thereupon become effective and the Banks shall perform all of the duties of the Administrative Agent hereunder until such 
time, if any, as the Banks appoint a successor agent as provided for above. 

10.10 Withholdin? Tax. 

(a) If any Bank is a “foreign corporation, partnership or trust” within the meaning of the Code and such Bank claims 
exemption from, or a reduction of, U.S. withholding tax under Sections 1441 or 1442 of the Code, such Bank agrees with and 
in favor of the Admiistrative Agent, to deliver to the Administrative Agent: 

(i) if such Bank claims an exemption fiom, or a reduction of, withbolding tax under a IJnited States tax treaty, 
properly completed and executed copies of IRS Form W3BEN before the payment of any interest in the first calendar 
year and before the payment of any interest in each third succeeding calendar year during which interest may be paid 
under this Agreement; 
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(ii) if such Bank claims that interest paid under this Agreement is exempt from United States withholding tax 
because it is effectively connected with a United States trade or business of such Bank, two properly completed and 
executed copies of IRS Form W-8ECI before the payment of any interest is due in the first taxable year of such Bank 
and in each succeeding taxable year of such Bank during which interest may be paid under this Agreement; and 

to exemption from, or reduction of, United States withholding tax. 
(iii) such other form or forms as may be required under the Code or other laws of the United States as a condition 

Such Bank agrees to promptly notify the Administrative Agent of any change in circumstances which would modify or 
render invalid any claimed exemption or reduction. 

(b) If any Bank claims exemption from, or reduction of, withholding tax under a United States tax treaty by providing 
IRS Form W-SEEN and such Bank sells, assigns, grants a participation in, or otherwise transfers all or part of the Obligations 
of the Borrower to such Bank, such Bank agrees to notify the Administrative Agent of the percentage amount in which it is 
no longer the beneficial owner of Obligations of the Borrower to such Bank. To the extent of such percentage amount, the 
Administrative Agent will treat such Bank's IRS Form W-8BEN as no longer valid. 

(c) If any Bank claiming exemption %om United States withholding tax by filing IRS Form W-8ECI with the 
Administrative Agent sells, assigns, grants a participation in, or otherwise transfers all or part of the Obligations of the 
Borrower to such Bank, such Bank agrees to undertake sole responsibility for complying with the withholding tax 
requirements imposed by &&om 144Lmd 1442 of the Code. 

any interest payment to such Bank an amount equivalent to the applicable withholding tax after taking into account such 
reduction. However, if the forrns or other documentation required by subsection (a) of this Section are not delivered to the 
Administrative Agent, then the Administrative Agent may withhold from any interest payment to such Bank not providing 
such forms or other documentation an amount equivalent to the applicable withholding tax imposed by Sections 1441 and 
U o f  the Code, without reduction. 

(d) If any Bank is entitled to a reduction in the applicable withholding tax, the Administrative Agent may withhold itom 

(e) If the IRS or any other Governmental Authority of the United States or other jurisdiction asserts a claim that the 
Administrative Agent did not properly withhold tax from amounts paid to or for the account of any Bank (because the 
appropriate form was not delivered, was not properly executed, or because such Bank failed to notify the Administrative 
Agent of a change in circumstances which rendered the exemption from, or reduction of, withholding tax ineffective, or for 
any other reason) such Bank shall inde- the Administrative Agent fully for all amounts paid, directly or indirectly, by 
the Administrative Agent as tax or otherwise, including penalties and interest, and including any taxes imposed by any 
jurisdiction on the amounts payable to the Administrative Agent under this Section, together with all costs and expenses 
(including Attorney Costs), except to the extent caused solely by the gross negligence or willful misconduct of the 
Administrative Agent. The obligation of the Banks under this Subsection shall survive the payment of all Obligations and the 
resignation or replacement of the Administrative Agent. 

90 

http://wWw. inves tquest. com/iq/a/ato/fn/8Mato 8 k0 1 05 09. him 9/17/2009 

, 

http://wWw


ATMOS ENERGY CORP (Form: 8-K) Page 102 of 161 

10.1 1 Collateral Matters . (a) The Agents are authorized on behalf of all the Banks, without the necessity of any notice 
to or further consent &om the Banks, &om time to time to take any action with respect to any Collateral or the Loan 
Documents which may be necessary to perfect and maintain perfected the security interest in and Liens upon the Collateral 
granted pursuant to the Loan Documents. 

@) The Banks irrevocably authorize the Agents, at their option and in their discretion, to release any Lien granted to or 
held by the Administrative Agent upon any Collateral (i) upon payment in full of all Loans and all other Obligations known 
to the Agents and payable under this Agreement or any other Loan Document; (ii) constituting property sold or to be sold or 
disposed of as part of or in connection with any disposition permitted hereunder; (Ei) constituting property in which the 
Borrower or any Subsidiary owned no interest at the time the Lien was granted or at any time thereaffer; (iv) constituting 
property leased to the Borrower or any Subsidiary under a lease which has expired or been terminated in a transaction 
permitted under this Agreement or is about to expire and which has not been, and is not intended by the Borrower or such 
Subsidiary to be, renewed or extended; (v) consisting of an instrument evidencing Indebtedness or other debt instrument, if 
the indebtedness evidenced thereby has been paid in full; or (vi) if approved, authorized or ratified in writing by all of the 
Banks. Upon request by the Agents at any time, the Banks will confirm in writing the Agents’ authority to release particular 
types or items of Collateral pursuant to this Subsection 10.1 1 fi) ; arovided , however , that the absence of any such 
confirmation for whatever reason shall not affect the Agents’ rights under this Section 10.1 1 . 

any Subsidiary) that the Borrower’s obligations to such Bank under this Agreement and the other Loan Documents is not and 
shall not be secured by any real property collateral now or hereafter acquired by such Bank. 

10.12 Monitorine Responsibility-. Each Bank will make its own credit decisions hereunder, thus the Agents shall have 
no duty to monitor the Collateral Position, the amounts outstanding under sub-lines or the reporting requirements or the 
contents of reports delivered by the Borrower. Each Bank assumes the responsibility of keeping itself informed at all times. 

(c) Each Bank agrees with and in favor of each other (which agreement shall not be for the benefit of the Borrower or 

ARTICLE X I  

MISCELLANEOUS 

I 1.01 Amendments and Waivers . No amendment, supplement, modification or waiver of any provision of this 
Agreement or any other Loan Document, and no consent with respect to any departure by the Borrower therefrom, shall be 
effective unless the same shall be in accordance with the provisions of this Section 11.01 . The Required Banks may, or, with 
the written consent of the Required Banks, the Administrative Agent may, &om time to time, (a) enter into with the Borrower 
written amendments, supplements or modifications hereto and to 
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the other Loan Documents for the purpose of adding any provisions to this Agreement or the other Loan Documents or 
changing in any manner the rights of the Banks or of the Borrower hereunder or thereunder or (b) waive, on such terms and 
conditions as the Required Banks or the Administrative Agent, as the case may be, may specify in such instrument, any of the 
requirements of this Agreement or the other Loan Documents or any Default or Event of Default and its consequences; 
Eoxided . however, that no such waiver and no such amendment, supplement or modification shall (i) reduce the amount or 
extend the scheduled date of maturity of any Loan or of any installment thereof, or reduce the stated rate of any interest or fee 
payable hereunder or extend the scheduled date of any payment thereof or increase the amount or extend d e  expiration date 
of any Bank’s Committed Line Portion, in each case without the consent of each Bank affected thereby, or (ii) amend, 
modify or waive any provision of this Section 1 1.01 , or any provision of this Agreement or the Intercreditor Agreement 
having the effect of modifying the treatment or payments or disbursements to the Banks, or reduce the percentage specified in 
the definition of Required Banks, or consent to the assignment or transfer by the Borrower of any of its rights and obligations 
under this Agreement and the other Loan Documents or release all or substantially all of the Collateral or release a Guarantor 
fiom its obligations under a Guaranty, in each case without the written consent of each of the Banks directly affected thereby, 
or (iii) amend, modify or waive any provision of Section 10 without the written consent of the Agents, or (iv) amend, modi@ 
or waive any provision contained in Sections 7.16 ,I 17 , 8.16 ? 9.04 or 1 1.2 1 or any other Section of this Agreement which 
amendment, modification or waiver would affect the rights and duties ofthe Swap Banks or Physical Trade Banks hereunder, 
unless in writing and signed by the Administrative Agent and each Bank that is a Swap Bank or Physical Trade Bank at the 
time of such amendmenf waiver or consent; provided hrther that the terms “Issuance Cap,” “Issuing Bank Cap Sub-Limit,” 
or “Issuing Percentage” may be amended, solely with respect to any Issuing Bank, upon the written consent of such Issuing 
Bank and the Borrower, without the written consent of the Required Banks, but any such amendment shall be notified by the 
Issuing Bank to the Administrative Agent and the other Banks promptly upon its effective date. Any such waiver and any 
such amendment, supplement or modification shall apply equally to each of the Banks and shall be binding upon the 
Borrower, the Batiks, the Agents and a11 future holders of the Loans. In the case of any waiver, the Borrower, de  Banks and 
the Agents shall be restored to their former positions and rights hereunder and under the other Loan Documents, and any 
Default or Event of DefauIt waived shall be deemed to be cured and not continuing; but no such waiver shall extend to any 
subsequent or other Default or Event of Default or impair any right consequent thereon. Any such waiver or consent shall be 
effective only in the specific instance and for the specific purpose for which given. For the avoidance of doubt, nothing in 
this Section 1 1.01 shall be construed to limit the ability of (i) Banks to increase their respective Committed Line Portions or 
(ii) New Banks to join this Agreement as Banks, in each case, in accordance with the terms of Section 2.14 hereof. 

11.02 Notices . 

(a) AIL notices, requests and other communications shall be in writing (including, unless the context expressly otherwise 
provides, by facsimile transmission; provided , however, that any matter transmitted by the Borrower by facsimile (i) shall 
be immediately confirmed by a telephone call to the recipient at the number specified on Schedule I 1.02 , and (2) shall be 
followed promptly by delivery of a hard copy original thereof) and mailed, faxed or delivered, to the address or facsimile 
number specified for notices on Schedule 1 1.02-; or, as 
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directed to the Borrower or the Agents, to such other address as shall be designated by such party in a written notice to the 
other parties, and as directed to any other party, at such other address as shall be designated by such party in a written notice 
to the Borrower and the Agents. 

(b) All such notices, requests and communications shall, when transmitted by overnight delivery, or faxed, be effective 
when delivered for overnight (next-day) delivery, or transmitted in legible form by facsimile machine, respectively, or if 
mailed, upon the third Business Day after the date deposited into the U.S. mail, or if delivered, upon delivery; except that 
notices pursuant to Articles lI, ID( or X shall not be effective until actually received by the Administrative Agent or Agents, as 
applicable. 

the convenience and at the request of the Borrower. The Agents and the Banks shall be entitled to rely on the authority of any 
Person purporting to be a Person authorized by the Borrower to give such notice and the Agents and the Banks shall not have 
any liability to the Borrower or other Person on account of any action taken or not taken by the Agents or the Banks in 
reliance upon such telephonic or facsimile notice, except to the extent of the gross negligence or willful misconduct of the 
Agents or any Bank. The obligation of the Borrower to repay the Loans and L/C Obligations shall not be affected in any way 
or to any extent by any failure by the Agents and the Banks to receive written confinnation of any telephonic or facsimile 
notice or the receipt by the Agents and the Banks of a confirmation which is at variance with the terms understood by the 
Agents and the Banks to be contained in the telephonic or facsimile notice. 

any Bank, any right, remedy, power or privilege hereunder, shall operate as a waiver thereof; nor shall any single or partial 
exercise of any right, remedy, power or privilege hereunder preclude any other or further exercise thereof or the exercise of 
any other right., remedy, power or privilege. 

(c) Any agreement of the Agents and the Banks herein to receive certain notices by telephone or facsimiie is solely for 

11.03 Nowaiver: Cumulative Remedies , No failure to exercise and no delay in exercising, on the part of the Agents or 

11.04 Costs and Expenses . The Borrower shall: 

(a) whether or not the transactions contemplated hereby are consummated, pay or reimburse Fortis, SociCth G6nCrale 
and BNP Paribas (including in their capacity as Agents) within five ( 5 )  Business Days after demand (subject to 
Subsection 5.01@) for all the actual and reasonable costs and expenses incurred by Fortis, Socihttt GCnCrale and BNP 
Paribas (including in their capacity as Agents) in connection with the preparation, delivery, and execution of, and any 
amendment, suppIement, waiver or modification to (in each case, whether or not consummated), th is  Agreement, any Loan 
Document and any other documents prepared in connection herewith or therewith, and the consummation of the transactions 
contemplated hereby and thereby, including reasonable Attorney Costs and costs of commercial finance examinations, 
incurred by Fortis, Soci6th G6nerale and BNP Paribas (including in their capacity as Agents), excluding, however, any costs 
or expenses incurred in connection with any negotiation, dispute or claim solely between or among either of the Agents 
and/or one or more of the Banks; and 
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(b) pay or reimburse the Agents and each Bank within five Business Days after demand (subject to Subsection 5.01!e) ) 
for all actual and reasonable costs and expenses (including Attorney Costs) incurred by them in connection with the 
monitoring, administration, enforcement, attempted enforcement, or preservation of any rights or remedies under this 
Agreement or any other Loan Document, excluding, however, any costs or expenses incurred in connection with any 
negotiation, dispute or claim solely between or among the Agents andor one or more of the Banks; and all such costs and 
expenses during the existence of an Event of Default or after acceleration of the Loans (including in connection with any 
“workout” or restructuring regarding the Loans, and including in any Insolvency Proceeding or appellate proceeding). 

11.05 Indemnity-. Whether or not the transactions contemplated hereby are consummated, the Borrower shall 
indemnify and hold Agent-Related Persons, and each Bank and each of its respective officers, directors, employees, 
counsels, agents and attorneys-in-fact (each, an “ Indemnified Person ’’) harmless from and against any and all 
liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, charges, expenses and disbursements 
(including Attorney Costs) of any kind or nature whatsoever which may at any time (including at any time following 
repayment of the Loans, the termination of the Letters of Credit and the termination, resignation or replacement of 
the Administrative Agent o r  replacement of any Bank) be imposed on, incurred by or asserted against any such 
Person in any way relating to o r  arising out of this Agreement or  any document contemplated by or  referred to 
herein, or  the transactions contemplated hereby, or  any action taken o r  omitted by any such Person under or  in 
connection with any of the foregoing, including with respect to any investigation, litigation or proceeding (including 
any InsoIvency Proceeding or appellate proceeding) related to or  arising out of this Agreement o r  the Loans or  Letters 
of Credit or  the use of the proceeds thereof, whether or  not any Indemnified Person is a party thereto (all the 
foregoing, collectively, the “ Indemnified Liabilities ”); provided , however, that the Borrower shall have no 
obligation hereunder to any Indemnified Person for that portion of any Indemnified Liabilities that is adjudged by a 
court of competent jurisdiction to have been caused by the gross negligence or willful misconduct of such Indemnified 
Person or  that portion of any Indemnified Liabilities which are owed by an Indemnified Person to any other 
Indemnified Person, but in a11 events, the Borrower shall remain iiable for the remainder of the Indemnified 
Liabilities not so excluded. The agreements in this Section shall survive payment of all other Obligations. 

1 1.06 Payments Set Aside . To the extent that the Borrower makes a payment to the Agents or the Banks, or the Agents 
or the Banks exercise their right of set-off, and such payment or the proceeds of such set-off or any part thereof are 
subsequently invalidated, declared to be fraudulent or preferential, set aside or required (including pursuant to any settlement 
entered into by the Agents or such Bank in its discretion) to be repaid to a trustee, receiver or any other party, in connection 
with any Insolvency Proceeding or otherwise, then (a) to the extent of such recovery the obligation or part thereof originally 
intended to be satisfied shall be revived and continued in full force and effect as if such payment had not been made or such 
set-off had not occurred, and (b) each Rank severally agrees to pay to each of the Agents upon demand its pro rata share of 
any amount so recovered from or repaid by the Agents, 
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1 1.07 Successors and Assigns - The provisions of this Agreement shall be binding upon and inure to the benefit of the 
parties hereto and their respective successors and assigns, except that the Borrower may not assign or lmnsfer any of its rights 
or Obligations under this Agreement without the prior written consent of the Agents and each Bank. 

1 I .08 Assignments, Participations, Etc . 

(a) Any Bank, at any time may assign and delegate to one or more Eligible Assignees (each an “ Assignee ”) all, or any 
ratable part of all, of the Loans, the Committed Line Portion, the L K  Obligations and the other rights and obligations of such 
Bank hereunder, in a minimum amount of $1,000,000; provided, however , that (i) any such disposition shall not, without the 
prior consent of the Borrower, require the Borrower to apply to register or qualify the Loan or any Note under the securities 
Iaws of any state, and (ii) the Borrower and the Administrative Agent may continue to deal solely and directly with such 
Bank in connection with the interest so assigned to an Assignee until (x) written notice of such assignment, together with 
payment instructions, addresses and related information with respect to the Assignee, shall have been given to the Borrower 
and the Administrative Agent by such Bank and the Assignee; (y) such Bank and its Assignee shall have delivered to the 
Borrower and the Administrative Agent an Assignment and Acceptance (“ Assignment and Acceptance ”) io form attached 
hereto as Exhibit D ,, together with any Note or Notes subject to such assignment; and (z) the assignor Bank or Assignee has 
paid to the Administrative Agent a processing fee in the amount of $2,500. 

(b) From and after the date that the Administrative Agent notifies the assignor Bank that it has received an executed 
Assignment and Acceptance and payment of the above-referenced processing fee, (i) the Assignee thereunder shall be a party 
hereto and, to the extent that rights and obligations hereunder have been assigned to it pursuant to such Assignment and 
Acceptance, shall have the rights and obligations of a Bank under the L,oan Documents, and (ii) the assignor Bank shall, to 
the extent that rights and obligations hereunder and under the other Loan Documents have been assigned by it pursuant to 
such Assignment and Acceptance, relinquish its rights and be released fiom its obligations under the Loan Documents. 

(c) The Borrower shall execute and deliver to the Administrative Agent, new Notes evidencing such Assignee’s 
assigned Loans and Committed Line Portion and, if the assignor Bank has retained a portion of its Loans and its Committed 
Line Portion, replacement Notes in the principal amount of the Loans retained by the assignor Bank (such Notes to be in 
exchange for, but not in payment of, the Notes held by such Bank). Immediately upon each Assignee’s making its processing 
fee payment under the Assignment and Acceptance, this Agreement shall be deemed to be amended to the extent, but only to 
the extent, necessary to reflect the addition of the Assignee and the resulting adjustment of the Committed Line Portion 
arising therefrom. The Committed Line Portion allocated to each Assignee shall reduce such Committed Line Portion of the 
assigning Bank pro tanto . IJpon such Assignment, the Administrative Agent is authorized to revise Schedule 2.01 and 
Schedule 11.02 to reflect the adjusted status of the Banks. 

Participant-”) participating interests in any Loans, the Committed Line Portion of that Bank and the other interests of that 
Bank (the “originating Bank”) hereunder and under the other Loan Documents; provided, however , that (i) the originating 
Bank’s and the Borrower’s obligations under this Agreement shall remain 

(d) Any Bank may at any tjme sell to one or more commercial banks or other Persons not Affiliates of the Borrower (a “ 
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unchanged, (ii) the originating Bank shall remain solely responsible for the performance of such obligations, (iii) the 
Borrower, the Issuing Banks and the Administrative Agent shall continue to deal soleIy and directly with the originating 
Bank in connection with the originating Bank’s rights and obligations under this Agreement and the other Loan Documents 
and (iv) no Bank shall transfer or grant any participating interest under which the Participant has rights to approve any 
amendment to, or any consent or waiver with respect to, this Agreement or any other Loan Document, except to the extent 
such amendment, consent or waiver would require unanimous consent of the Banks as described in the first proviso to 
Section 11.01 . In the case of any such participation, the Participant shall not have any rights under this Agreement, or any of 
the other Loan Documents, and all amounts payable by the Borrower hereunder shall be determined as if such Bank had not 
sold such participation; except that, if amounts outstanding under this Agreement are due and unpaid, or shall have been 
declared or shall have become due and payable upon the occurrence of an Event of DefauIt, each Participant shall be deemed 
to have the right of set-off in respect of its participating interest in amounts owing under this Agreement to the same extent as 
if the amount of its participating interest were owing directly to it as a Bank under this Agreement. 

(e) Each Bank agrees to take normal and reasonable precautions and exercise due care to maintain the confidentiality of 
all information identified as “confidential” or “secret” by the Borrower and provided to it by the Borrower or any Subsidiary 
or Affiliate, or by the Agents on the Borrower or Subsidiary’s or Affiliate’s behalf, under this Agreement or any other Loan 
Document, and neither it nor any of its Affiliates shall use any such information other than in connection with or in 
enforcement of this Agreement and the other Loan Documents; except to the extent such information Ci) was or becomes 
generally available to the public other than as a result of disclosure by the Bank, or (ii) was or becomes available on a non- 
confidential basis from a source other than the Borrower; provided, however, that such source is not bound by a 
confidentiality agreement with, or under obligation of confidentiality to the Borrower known to the Bank, provided, 
however, that any Bank may disclose such information (A) at the request or pursuant to any requirement of any 
Governmental Authority to which the Bank is subject or in connection with an examination of such Rank by any such 
authority; (B) pursuant to subpoena or other court process; (C) when required to do so in accordance with the provisions of 
any applicable Requirement of Law; (D) to the exqent reasonably required in connection with any litigation or proceeding to 
which the Administrative Agent, any Bank or their respective Affiliates may be party; (E) to the extent reasonably required in 
connection with the exercise of any remedy hereunder or under any other Loan Document; (F) such Bank’s independent 
auditors and other professional advisors; (G) to any Affiliate of such Bank, or to any Participant or Assignee, actual or 
potential; provided , however , that such Affiliate, Participant or Assignee agrees to keep such information confidential to the 
same extent required of the Banks hereunder, and (H) as to any B& as expressly permitted under the terms of any other 
document or agreement regarding confidentiality to which the Borrower is party or is deemed party with such Bank. “he 
foregoing is not intended to limit the Banks’ obligations to maintain confidential information received eorn the Borrower 
under applicable laws. 

(0 Notwithstanding any other provision in this Agreement, any Bank may at any time create a security interest in, or 
pledge, all or any portion of its rights under and interest in this Agreement and the Note held by it in favor of any Federal 
Reserve Bank in accordance with Regulation A of the FRB or US. Treasury Regulation 3 1 CFR 5203.14, and such Federal 
Reserve Bank may enforce such pledge or security interest in any manner permitted under applicable law. 
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1 1.09 Set-off. In addition to any rights and remedies of the Banks provided by law, if an Event of Default exists or the 
Loans have been accelerated, each Bank is authorized at any time and &om time to time, without prior notice to the 
Borrower, any such notice being waived by the Borrower to the hllest extent permitted by law, to set off and apply any and 
all deposits at any time held by, and other indebtedness at any time owing by, such Bank to or for the credit or the account of 
the Borrower against any and all Obligations owing to such Bank, now or hereafter existing, irrespective of whether or not 
the Agents or such Bank shall have made demand under this Agreement or any Loan Document and although such 
Obligations may be contingent or unmatured. Each Bank agrees promptly to noti@ the Borrower and the Administrative 
Agent after any such set-off and appljcation made by such Bank; provided, however, that the failure to give such notice 
shall not affect the validity of such set-off and application. 

expense (including Attorney Costs) due and payable to the Agents, the Issuing Banks, Fortis, Sociktk Gknkrale or BNP 
Paribas under the Loan Documents, the Borrower hereby irrevocably authorizes the Collateral Agent to debit any depasit 
accounts of the Borrower with the Collateral Agent (such deposit accounts being owned by the Collateral Agent and under 
the exclusive dominion and control of the Collateral Agent) including the Bank Blocked Account in an amount such that the 
aggregate amount debited from all such deposit accounts does not exceed such fee or other cost or expense. If there are 
insuacient funds in such deposit accounts to cover the amount of the fee or other cost or expense then due, such debits will 
be reversed (in whole or in part, in the Administrative Agent’s sole discretion exercised in good faith) and such amount not 
debited shall be deemed to be unpaid. No such debit under this Section shall be deemed a set-off 

1 1. I 1 Notification of Addresses, Lendinn Offices, Etc . Each Bank shall noti@ the Agents in writing of any changes in 
the address to which notices to the Bank should be directed, of addresses of any Lending Office, of payment instructions in 
respect of all payments to be made to it hereunder and of such other administrative information as the Agents shall 
reasonably request. 

1 1.12 Bank Blocked Account Charges and Procedures . The Collateral Agent is hereby authorized to (a) charge the 
Bank Blocked Account or any deposit account of the Borrower maintained at the Collateral Agent for all returned checks, 
service charges, and other fees and charges associated with the deposits by the Borrower to and withdrawals by the Borrower 
from the Bank Blocked Account; (b) follow its usual procedures in the event the Bank Blocked Account or any check, draft 
or other order for payment of money should be or become the subject of any writ, levy, order or other similar judicial or 
regulatory order or process; (c) charge the Bank Blocked Account or any deposit account of the Borrower maintained at the 
Collateral Agent for any Letter of Credit reimbursement, Loan repayments, interest or fees; and (d) pay from the Bank 
Blocked Account, on behalf of the Borrower, suppliers and other business expenses of the Borrower. If the available balances 
in the Bank Blocked Account relating to the Borrower are not sufficient to pay the Administrative Agent for any returned 
check, draft or 

11.10 Automatic Debits of Fees. With respect to any letter of credit fee or other fee, interest or any other cost or 
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order for the payment of money relating to the Borrower, or to compensate the Administrative Agent for any charges or fees 
due the Administrative Agent with respect to the deposits by the Borrower to and withdrawals by the Borrower from the 
Bank Blocked Account, the Borrower agrees to pay on demand the amount due the Administrative Agent. The Borrower 
agrees that it cannot, and will not, withdraw any monies from the Bank Blocked Account and it will not permit the Bank 
Blocked Account to become subject to any other pledge, assignment, lien, charge or encumbrance of any kind, nature or 
desaiption, other than the Administrative Agent’s security interest. 

executed, shall be deemed an original, and all of said counterparts taken together shall be deemed to constitute but one and 
the same instrument. 

11.13 Counterpar&. This Agreement may be executed in any number of separate counterparts, each of which, when so 

1 1.14 Severability . The illegality or menforceability of any provision of this Agreement or any instrument or 
agreement required hereunder shall not in any way affect or impair the legality or enforceability of the remaining provisions 
of this Agreement or any instrument or agreement required hereunder. 

1 1  .I5 No Third Parties Benefited. This Agreement is made and entered into for the sole protection and legal benefit of 
the Borrower, the Banks, the Administrative Agent and Agent-Related Persons, and their permitted successors and assigns, 
and no other Person shall be a direct or indirect legal beneficiary of, or have any direct or indirect cause of action or d a h  in 
connection with, this Agreement or any of the other Loan Documents. 

11 .I6 Governin? Law and Jurisdiction . 

(a) THIS AGREEMENT AND THE NOTES SHALL BE GOVERNED BY, AND CONSTRUED IN 
ACCORDANCE WITH, THE LAW (WJTHOUT REFERENCE TO PRINCIPLES OF CONFLICTS OF LAWS) OF 
THE STATE OF NEW YORK; P R O W E D ,  HOWEVER, THAT THE ADMINISTRATIVE AGENT AND THE 
BANKS SHALL RETAIN ALL RIGHTS ARISING UNDER FEDERAL LAW. 

(b) ANY LEGAL ACTION OR PROCEEDING WITH RESPECT TO THIS AGREEMENT OR ANY OTEIER 
LOAN DOCUMENT MAY BE BROUGHT IN THE STATE COURTS LOCATED IN NEW YORK COUNTY, CITY 
OF NEW YORK, STATE OF NEW YORK OR IN TEE UNITED STATES DISTRICT COURT FOR TKIE 
SOUTHERN DXSTRICT OF NEW YORH;, AND BY EXECUTION AND DELIVERY OF THIS AGREEMENT; 
EACH OF THX BORROWER, THE ADMINISTRATIVE AGENT AND THE BANKS CONSENTS, FOR ITSELF 

EACH OF THE BORROWER, TFE ADMINISTRATIVE AGENT AND THE BANKS IRREVOCABLY WANES 
ANU OBJECTION, INCLUDING ANY OBJECTION TO THE LAYING OF VENUE OR BASED ON THE: 
GROUNDS OF FORCJM NON CONWNmNS, WEIGH IT MAY NOW OR HlEREAFTER HAVE TO THE 
BRINGING OF ANY ACTION OR PROCEEDING IN SUCH JURISDICTION IN RESPECT OF THIS 
AGREEMENT OR ANY DOCUMENT RELATED HERETO. THE BORROWER HEREBY WAIVES PERSONAL 
SERVICE OF ANY AND ALL PROCESS UPON T€JX BORROWER AND 

AND IN RESPECT OF ITS PROPERTY, TO THE NON-EXCLUSWE JURISDICTION OF THOSE COURTS. 
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IRREVOCABLY APPOINTS CORPORATION SERVICE COMPANY, 80 STATE STREET, ALBANY, NY 12207, 
AS REGISTERED AGENT FOR THE PURPOSE OF ACCEPTING SERVICE OF PROCESS WITHIN THE 
STATE OF NEW YORK AND AGREES TO OBTAIN A LETTER FROM CORPORATION SERVICE COMPANY, 
ACKNOWLEDGING SAME AND CONTAINING TElE AGREElMENT OF CORPORATION SERVICE 
COMPANY, TO PROVIDE THE ADMINISTRATIVE AGENT WITH THIRTY (30) DAYS, ADVANCE NOTICE 
PRIOR TO ANY RESIGNATION OF CORPORATION SERVICE COMPANY AS SUCH REGISTERED AGENT. 

1 I .  17 Waiver of Jury Trial . THE BORROWER, THE BANKS AND THE AGENTS EACH WAIVE THEIR 
FtESPECTTVE RIGHTS TO A TlUAL BY JURY OF ANY CLAIM OR CAUSE OF ACTION BASED UPON OR 
ARISING OUT OF OR RELATED TO THIS AGREEMENT, THE OTHER LOAN DOCUMENTS, OR THE 
TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY, IN ANY ACTION, PROCEEDING OR OTHER 
LITIGATION OF ANY TYPE BROUGHT BY ANY OF THE PARTIES AGAINST ANY OTHER PARTY OR ANY 

CLAIMS, TORT CLAIMS, OR OTHXRWISE. THE BORROWER, THE BANKS AND THE ADMIBISTRATTVE 

TRIAL WITHOUT A JURY. WITHOUT LIMITING THE FOREGOING, THE PARTIES FURTHER AGREE 

AGENT-RELATED PERSON, PARTICIPANT OR ASSIGNEE, WHETHER WITH RESPECT TO CONTRACT 

AGENT EACH AGREE THAT ANY SUCH CLAIM OR CAUSE OF ACTION SHALI, BE TRIED BY A COTlRT 

THAT THEIR RESPECTIVE RJGHT TO A TRIAL, BY JURY IS WAIVED BY OPERATION OF THIS 
SECTION AS TO ANY ACTION, COUNTERCIAIM OR OTHER PROCEEDING WHICH SEEKS, IN WHOLE 
OR IN PART, TO CHALLENGE THE VALIDITY OR ENFORCEABKLJTY OF THIS AGREEMXNT OR THE 
OTHER LOAN DOCUMENTS OR ANY PROVISION HEREOF OR THEREOF. THIS WAIVER SHALL APPLY 

AGREEMENT AND THE OTHER LOAN DOCUMENTS. 
TO ANY SUBSEQUENT AMENDMENTS, RENEWALS, SUPPLZMENTS OR MODII?ICATIONS TO THIS 

11.18 [RESERVED 1. 
11.19 Entire Agreement. THIS AGREEhENT, TOGETHER WITH THE OTHER LOAN DOCIJMENTS, 

EMBODIES THE ENTIRE AGREEMENT AND UNDERSTANDING AMONG 'I'm BORROWER, THE BANKS AND 
THE ADMINISTRATIVE AGENT, AND SUPERSEDES AIL PRZOR OR CONTEMFORANEOUS AGREEMENTS AND 
UNDERSTANDINGS OF SUCH PERSONS, VERBAL OR WRITFEN, RELATING TO THE SUBJECT MATTER 
HEREOF AND THEREOF. 

11.20 Effect of Amendment and Restatement . On the Closing Date, the Original Credit Agreement shall be mended, 
restated and superseded in its entirety by this Agreement. The parties hereto acknowledge and agree that the liens and 
security interests granted under the Security Agreements (as defined in the Original Credit Agreement) are continuing and in 
fbll force and effect and, upon the amendment and restatement of the Original Credit Agreement pursuant to this Agreement, 
such liens and security interests secure and continue to secure the payment of the Obligations, and that the Notes outstanding 
under and as defined in the Original Credit Agreement are, upon the Closing Date, replaced by the Notes issued hereunder. 
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11 -21 Joinder . From and after the Closing Date, each financial institution, acceptable to the Agents and the Borrower, 
that executes and delivers a Committed Line Portion Addendum, substantially in the form of Schedule 1 1.2 1 (a ‘‘ Committed 
Line Portion Addendum ”), shall become a party to the Credit Agreement and the Intercreditor Agreement and have the rights 
and obligations of a Bank hereunder and under the other Loan Documents and shall be bowid by the other provisions hereof 
m d  thereof. 

1 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed and delivered by their 

ATMOS ENERGY MARKETING, LLC, a 
Delaware limited liability company 

proper and duly authorized officers as of the day and year first above written. 

By: /s/ C .  RICHARD ALFORD 
Name: C. Richard Alford 
Title: Senior Vice President 

Borrower's Address: 
13430 Northwest Freeway, Suite 700 
Houston, Texas 77040 
Attention: Ronald W. Bahr 
Telephone: (713) 688-7771 
Facsimile: (713) 688-5124 

http://www.investquest.com/iq/~ato/l-'i1~/8ldato8 kO 1 0509.htm 911 712009 
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BNP PARIBAS, 
a bank organized under the laws of France, as 
Administrative Agent, Collateral Agent and as a 
Bank, Issuing Bank, and Swing Line Bank 

i 

I____ 

By: IS/ A-C MATHIOT 
Name: A-C Mathiot 
Title: Managing Director 

By: - Is1 ANDREW STRATOS 
Name: Andrew Stratos 
Title: Vice President 

787 Seventh Avenue 
New York, New York 1001 9 
Attention: Edward Chin 
Telephone: (212) 841-2020 
Facsimile: (2'12) 841-2536 

9/17/2009 
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FORTIS BANK SA/JW, NEW YORK 
BRANCH, a licensed branch of FORTIS BANK 
SA/NV,  a Belgian Corporation 

By: /s/ I(. D E L A T H A W R  - 
Name: K. DeLathauwer 
Title: Director 

By: /s/ BORIS KWANTES 
Name: Boris Kwantes 
Title: Director 

15455 North Dallas Parkway 
Suite 1400 
Addison, TX 75001 
Telephone: (214) 953-93 13 
Facsimile: (214) 969-9332 
Am: Marla JeMings 
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SOCI&Tb GENkRALE, 
as Syndication Agent, an Issuing Bank and as a 
Bank 

By: /s/ BARBARA PAULSEN 
Name: Barbara Paulsen 
Title: Managing Director 

By: /s/ CHUNG-'TAEiK OH - 
Name: Chug-Taek Oh 
Title: Vice President 

122 1 Avenue of the Americas 
New York, New York 10020 
Attention: Barbara Paulsen 
Telephone: (212) 278-6496 
Fax: (212) 278-7417 

9/17/2009 

http://www.investquest.comliq/a/ato/fi11/8ldato8k0


ATMOS ENERGY COW (Form: 8-K) Page 116 of 161 

~ttp://~~.investquest.com/iq/a/ato/fin/8Wato 8 k 0 3 05 09. htrn 

NATIXIS , acting through its New York Branch, 
asaBank 

By: /s/ SEVERINE PARDO 
Name: Severine Pardo 
Title: Director 

By: /s/ KJL,IEN IMATHIEU 
Name: Julien Mathieu 
Title: Associate Director 

125 1 Avenue of the Americas, 34 Floor 
New York, New York 10020 
Attention: David Pershad 
Telephone: (212) 872-5015 
Facsimile: (212) 354-9095 

9/ I 7/2009 
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W B  FINANCE LLC, 
asaBank 

By: /s l  NANCY REMu\TI 
Name: Nancv Remini 
Title: Vice hesident 

By: /s/ PEARL GEFFERS 
Name: Pearl Geffers 
Title: First Vice President 

1133 Avenue of the Americas 
New York, New York 10036 
Attention: Hermine Kiroios 
Telephone: (2 12) 845-41 14 
Facsimile: (212) 944-6389 
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BROWN BROTHERS HARRIMAN & CO., as 
a Bank 

By: l s l  ERIC C .  ANDREN 
Name: Eric C .  Andren 
Title: Senior Vice President 

140 Broadway 
New York, NY 10005 
Attention: Paul Feldman 
Telephone: (212) 493-7732 
Facsimile: (212) 493-8998 

9/17/2009 
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THE ROYAL BANK OF SCOTLAND PLC, as 
a Bank 

By: /SI MA"T€BW MAIN 
Name: Matthew Main 
Title: Managing Director 

10 1 Park Avenue, 6 Floor 
New York, New York 10178 
Attention: Alisa Williams 
Telephone: (212) 401-3200 

! 

9/17/2009 
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SCJXEDULE 1.01 - A  

CREDIT LIMITS FOR 
BORROWER'S ELIGIBLE ACCOTJNT COITNTERF'ARTIES 

I. Tier 1 Account Parties : 

Counterparty 
Alurninw Company of America, Inc. 

Atmos Energy Corp. 

BP Canada Energy Marketing Corp. 

BP Energy Co. ( W a  Amoco Energy Trading 
Gorp.) 

Brazos Electric Power Cooperative, Inc. 

Cargill Energy (division of CargiU, Inc.) 

Carolina Power & Light (d/b/a Progress 

Centerpoht Energy Resources COT. 

City of Cookeville, TN 

City of Florence, AL 

City of Lebanon, TN 
City of Loudon, TN 
ConocoPhillips 

Constellation Energy Commodities Group 
(fMa Constellation Power Source, Inc.) 

Eastman Chemical Company 

Entergy Gulf States, Inc. 

Energy Carolinas Inc) 

Comments Moody's S&P CreditLimit 
A2 A- $2,O00,000 

Baa3 BBB 50% of total Subsidiaries of Counterparty limited to 
receivables on $5,000,000 (aggregate) 

Borrowing Base 

Aal AA+ $50,000,000 Aggregate limit with BP Energy Co.; 
Supported by $75,000,000 guaranty from 
BP Corporation North America, Inc. 

Aal AA+ $50,000,000 Aggregate limit with BP Canada Energy 
Marketing Corp.; Supported by 
$75,000,000 gmranty from BP Corporation 
North America, Znc. 

d a  A- $4,000,000 

A2 A+ $1,500,000 

A3 BBB+ $2,500,000 

Baa3 BBB $40,000,000 

A3 $1,500,000 

A2 $1,500,000 

Ai33 $1,000,000 

A3 $1,000,000 

A3 A- $3,000,000 

Baal BBB+ $4,000,000 Supported by $5,000,000 guaranty from 

Baa;! BBB $3,500,000 

Ba3 BBB $3,000,000 

Constellation Energy Groap, Inc. 

Schedule 1.01 -A- 1 
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Counterparty 

Energy Louisiana, Inc. 

Entergy Mississippi, Inc. 

Exelon Energy Ohio Inc. 

Johns Manville International Inc. 

Macquarie Cook Energy, LLC ( m a  Cook 
Inlet Energy Services) 

New Jersey Natural Gas Co. 

NRG Power Marketing, Inc. 

Oak Ridge Utility District 

PPG Industries, Inc. 

Procter & Gamble Company 

PSEG Energy Resources & Trade LLC 

Sempra Energy Trading Corp. 

Sequent Energy Management, LP, Sequent 

Total Gas & Power North America, Inc. 

Weyerhaeuser Company 

Energy Canada 

Counter- 
AK Steel Corp. 

City of Hamilton, OH Dept of Gas & Water 

City of Lawrenceburg 

Delta Natural Gas Company 

Moody’s SLP Credit Limit 
Baa2 BBB $3,000,000 

Baa3 BBB $3,000,000 

Baa2 BBB+ $1,500,000 

A@ AAA $2,000,000 

A1 A $3,000,000 

Aa3 A+ $10,000,000 

Ba3 B+ $8,000,000 

AGi $1,500,000 

A2 A $2,500,000 

Aa3 AA- $3,000,000 

Baal BEE $5,000,000 

Baal BBB+ $5,000,000 

Baal A- $5,000,000 

Aal AA $5,000,000 

Baa2 BBB $4,000,000 

Moody’s s&p Credit Limit 
Ba3 B+ $2,000,000 

A2 $2,500,000 

Baal $1,000,000 

$1,000,000 

Schedule 1.01-A-2 

Comments 
~ 

Supported by guaranty from Exelon COT. 

Supported by Macquarie Bank Ltd. Letter 
of Credit 

Supported by (i) $5,000,000 guaranty from 
NRG Energy, and (ii) $7,000,000 Deutsche 
Bank Letter of Credit 

Supported by guaranty fi-om Public Service 
Enterprises Group Inc. 

Supported by guaranty fi-om Sempra 
Energy 

Unlimited guaranty ftom AGL Resources 

supported by guaranty fkom Total S.A. 

Comments 
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Counterparty 
Duke Energy Trading & Mktg. LLC 

Entergy New Orleans, Inc. 

Galiatin Public TJtilities 

Cerdau her i s tee]  US Inc. 

Goodyear Tire & Rubber Co. 

Owens Coming 

Quebecor World Inc. 

Tate & Lyle Ingredients Americas, Inc. 

Tenaska Marketing Ventures 

Valero Refining-New Orleans, LLC 

Moody’s s&F Credit Limit Comments 
Baal BBB $1,000,000 

Ba2 BBB- $3,000,000 

A1 $2,000,000 

BaI BB+ $1,500,000 

Ba3 BB- $1,500,000 

$2,500,000 

B+ $1,000,000 

Baa2 BBB $1,500,000 

Aa2 $4,000,000 Supported by $5,000,000 fiom Tenaska 

Baa3 BBB $25,000,000 Supported by parent guaranty. 

Energy Holdings, LLC. 

Schedule 1.01-A-3 
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SCHEDULE 2.01 

COMMITTED LINE AND 
COMMITTED LINE PORTION 

(EXCLUDING SWAP CONTRACTS AND PHYSICAL TRADE CONTRACTS) 

1. Committed Line : 

A. MaximumLine: 
B. Total Committed Line Portions 
C. Total Committed Percentage: 

$450,000,000.00 
$375,000,000.00 
83.33% 

11. Committed Line Portions : 

Bank 
Borrowing Base Line Fortis Bank SA/NV, New York Branch 

BNP Paribas 
Societ6 Genkrale 
The Royal Bank of Scotland PIC 
NATWS, acting through its New York Branch 
RZB Finance LLC 
Brown Brothers Harriman & Co. 

Total Committed Line Portion: 

Schedule 2.01-1 
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Dollar Amount 
$86,000,000 
$86,000,000 
$86,000,000 
$52,000,000 
$35,000,000 
$15,000,000 
$15,000,000 

$375,000,000.00 

911 7/2009 

http://www


ATMOS ENERGY COW (Form: 8-K) Page 124 of 161 

SCHEDULE 3.10 

EXISTING LETTERS OF CREDIT 

FORTE BNP PARIBAS 

BicrnvrcmY 
Atlas America LLC 
W & T Offshore, Inc. 
Devon Gas Services, LP 
ConocoPhillips Company 
Shell Energy North America (US), LP 
Fortis Energy Marketing & Trade GP 
EL Paso Marketing, L.P. 
Coronado Energy E&P Company, L.L.C 
Equitable Energy, LLC 
Castex Energy, Inc. 
XTO Energy, Inc. 
Louisville Gas & Electric Company 
Exxonmobil Corporation 
ConocoPhillips Company 
Citizens Gas TJtility, District of Scott & Morgan Counties 
Total 

Schedule 3.10-1 
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UC# LIC# AMOUNT 
02801 770876 $3,000,000 
02789 

NIA 
NIA 
N/A 
NIA 
NIA 
NIA 
N/A 
N/A 
NIA 
NIA 
NIA 
NIA 
NIA 

770877 
91888931 
91902530 
91902569 
91904075 
91904424 
91 904426 
91 904467 
91905084 
91905080 
91 905400 
9 190546 
91905725 
91905909 

$750;000 
$6,700,000 

$10,500,000 
$2 1,000,000 

$1 00,000 
$3,000,000 
$4,750,000 

$33,000,000 
$4,500,000 

$205,000 
$3,500,000 
$6,000,000 

$104,005,000 

$5,000,000 

$2,000,000 

9/17/2009 
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None. 

SCllIEDUlLE 6.05 

LITIGATION, AND PATENT, TRADEMARK, ETC. CLAIMS 

Schedule 6.05-1 
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SCHEDULE 6.07 

ERISA MATTERS 

None. 

Schedule 6.07- 1 
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SCHEDULE 6.12 

EIYVJRONMENTAL MATTERS 

None. 

Schedule 6.12-1 
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SCHEDVLE_6,16 

SUBSIDIARTES AND EQUITY INVESTMENTS 

None. 

Schedule 6.16-1 
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SCHEDULE - 6.17 

INSURANCE MATTERS 

None. 

Schedule 6.17-1 
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SCHEDULE 7.03($ 

LOCATIONS OF INVENTORY STORAGE 

1. North Liberty, Kansas 
2. Saltville, Virginia 
3. Barnsley, Kentucky 
4. East Diamond, Kentucky 
5. Bearcreek, Louisiana 
6. Epps, L,ouisiana 
7. Bethel, Texas 
8. Bistineau, Louisiana 
9. Egan, Louisiana 
10. Partland, Kentucky 
1 1 .  Columbus, Ohio 
12. Helenwood, Tennessee 
13. Kanawha, West Virginia 
14. Monroe, Louisiana 
15. Buffalo, New York 
16. Ellisburg, Pennsylvania 
17. Portland, Tennessee 
18. Early Grove, Virginia 
19. Birmingham, Alabama 

Schedule 7.03(f)-1 
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____---..- SCHEDULE 8.01 

PERMITTED INDEBTEDNESS AND LENS 

None. 

Schedule 8.01-1 
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SCHEDULES.QI 

CONTINGENT OBLIGATIONS 

None. 

Schedule 8.07-1 
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SCHEDmE 11.02 

ADDFUSSES FOR NOTICES AND LENDING OFFICES 

ATMOS ENERGY MARKETING, LLC 
Borrower’s Address: 
13430 Northwest Freeway, Suite 700 
Houston, Texas 77040 
Attention: Ronald W. Bahr 
Telephone: (713) 688-77’71 
Facsimile: (713) 688-5124 

BNP PAREAS, 
As Administrative Agent and Collateral Agent 
787 Seventh Avenue 
New YoIk, New York 10019 
Attention: Ed Chin 
Telephone: (212) 841-2020 
Facsimile: (212) 841-2536 

BNP PARIBAS, 
As Issuing Bank and a Bank 
787 Seventh Avenue 
New York, New York 10019 
Attention: Ed Chin 
Telephone: (2 12) 84 1-2020 
Facsimile: (2 12) 84 1-2536 

FORTIS BANK SAMV, NEW YORK BRANCH, 
As Documentation Agent, Issuing Bank and a Bank 
15455 N. Dallas Parkway 
Suite 1400 
Addison, TX 75001 
Attention: Marla Jennings 
Telephone: (214) 953-93 13 
Facsimile: (214) 969-9332 

Schedule 1 1.02-1 
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SOCIl?Tk GEN&AL,E, 
As Syndication Agent, an Issuing Bank and a Bank 
1221 Avenue of the Americas 
New York, New York 10020 
Attention: Barbara Paulsen 
Telephone: (212) 278-6496 
Facsimile: (212) 278-7417 

NATMS ., acting through its New York Branch, 
As a Bank 

125 1 Avenue of the Americas, 34 Ih Floor 
New York, New York I0020 
Attention: David Pershad 
Telephone: (212) 872-5015 
Facsimile: (2 12) 354-9095 

RZB FINANCE LLC 
As a Bank 
1133 Avenue of the Americas 
New York, New York 10036 
Attention: Hermine Kirolos 
Telephone: (2 12) 845-41 14 
Facsimile: (212) 944-6389 

BROWN BROTHERS HARRBLW & Co. 
As a Bank 
140 Broadway 
New York, New York 10005 
Attention: Paul Feldman 
Telephone: (212) 493-7732 
Facsimile: (212) 493-8998 

THE ROYAL BANK OF SCOTLAND PIC 
As a Bank 
600 Steamboat Road, 
Greenwich, CT 06830 
Attention: Ellen Guo 
Telephone: (203) 971-7627 

With copies to: 

600 Travis St., Suite 6500 
Houston, Texas 77002 
Attention: Matthew Main 
Telephone: (7 13) 22 1-244 1 
Facsimile: (713) 221-2430 

Schedule 1 I .02-2 
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SCNlEDULE 11.21 

COMMI[TTEI) LINE PORTION ADDENDUM 

Reference is made to the THIRD AMENDED AND RESTATED CREDIT AGREEMENT, dated as of December 30, 
2008 (as amended, supplemented or otherwise modified from time to time, the " Credit Ameement '9, among ATMOS 
ENERGY MARKETING, LLC, a Delaware limited liability company (the " Borrower "), BNP PAIUBAS, a bank organized 
under the laws of France (" BNP Paribas '9, as a Bank, as an Issuing Bank, as Administrative Agent for the Banks (in such 
capacity, the '' Administrative Agent "), as Collateral Agent, as a Joint Lead Arranger and as a Joint Boohmer ,  Fortis Bank 
S A / N V ,  New York Branch, as a Bank, as an Issuing Bank, as a Joint Lead Arranger, as a Joint Bookrunner and as 
Documentation Agent, SOCI6f i  GENERALE, as Syndication Agent, an Issuing Bank and a Bank (together with the 
Administrative Agent, the " Agents '7, and each other financial institution that may become a party thereto, including each 
financial institution that becomes a party thereto by executing this Committed Line Portion Addendum (collectively the " 
Banks "). Unless otherwise defined herein, capitalized terms used herein and defined in the Credit Agreement are used herein 
as therein defined. 

Upon execution and delivery of this Committed Line Portion Addendum (the " Addendum ") by the parties hereto 
pursuant to Sections 1 1.01 and 1 1.21 of the Credit Agreement, the undersigned Bank hereby becomes or confirms that it is a 
Bank, as appIicable, under the Credit Agreement as set forth herein, and accepts the Committed Line Portion set forth in 
Attachment 1 hereto, effective as of the date hereofy and Schedule 2.01 shall be updated to reflect the Committed Line 
Portion of the undersigned provided for herein. With respect to each entity signing this Addendum as a Bank who, 
immediately prior to the effectiveness ofthis Addendum, was not a Bank under the Credit Agreement, such entity hereby 
(i) confirms that it has received and reviewed a copy of the Credit Agreement and the other Loan Documents requested by it 
and (ii) agrees that by executing this Addendum, it hereby becomes a "Bank', under to the Credit Agreement with the same 
force and effect as if originally named as a Bank therein, hereby expressly assumes all obligations and liabilities of a Bank 
thereunder. With respect to each entity signing this Addendum as a Bank who, immediately prior to the effectiveness of this 
Addendum, was akeady a Bank under the Credit Agreement, the Committed Line Portion set forth in Attachment I hereto 
shaIl be understood to represent the aggregate Committed Line Portion of such Bank and not a net increase in such Bank's 
Committed Line Portion as it existed immediately prior to the effectiveness of this Addendum. 

Attachment 1 hereto sets forth the Committed Line Portion that the undersigned party wishes to accept in connection 
with the Credit Agreement. 

THIS ADDENIWM SHALL BE GOVERNED BY, ANL) CONSTRUED ANL> INTERPRETED IN ACCORDANCE 
WITH, THE LAWS OF TNE STATE OF NEW Y O N .  

This Addendum may be executed by one or more of the parties hereto on any number of separate counterparts, and all of 
said counterparts taken together shall be deemed to constitute one and the same instrument. Delivery of an executed signature 
page hereof by facsimile transmission shall be effective as delivery of a manually executed counterpart hereof. 

Schedule 11.21-1 
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PAME OF [NEW] BANKJ, 
aC r ],asaBank 

] organized under the laws of 

[Signature Page to Addendum] 

http://~y-\y~.investquest.codiq/a/ato/fin/8k/ato8k0 10509.htm 
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Accepted and Agreed : 

ATMOS ENERGY MAl'USETING, LLC, 
a Delaware limited liability company, as 
Borrower 

BY :.- 
Name: 
Title: 

[Signature Page to Bank Addendum] 
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Accepted and Agreed : 

BNP PARIBAS, a bank organized 
under the laws of France, as Administrative 
Agent 

By : 
Name: 
Title: 

[Signature Page to Bank Addendum] 
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Name of Bank: _I 

Notice Address: 

Attention: ., .-I_ 

Telephone: 
Facsimile: 

Commitments: 

ATTACHMENT 1 
TO BANIS ADDENDUM ' 

911 712009 
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BNP Paribas 
787 Seventh Avenue 
New York, New York 10019 
Attention: Edward Chin 
Telephone: (212) 841-2020 
Facsimile: (212) 841-2536 

EXHIBIT A 

FORM OF NOTICE OF BORROWING 
(LETTERS OF CREDIT) 

Patel 

Fortis Bank SAMV, New York Branch 
I5455 North Dallas Parkway 
Suite 1400 
Addison, TX 75001 
Attention: Marla Jennings 
Telephone: (212) 953-9314 
Facsimile: (212) 969-9332 

Re: Third Amended and Restated Credit Agreement, dated to be effective as of December 30,2008 (as amended or 
supplemented from time to t h e ,  the “ Aceement ”), by and among ATMOS ENERGY MARKETING, LLC (the ‘‘ 
Borrower ”), the banks that from time to time are parties thereto, BNP Paribas, as Administrative Agent, and Fortis 
Bank S A / N V ,  New York Branch, as Documentation Agent 

Ladies and Gentlemen: 

Reference is made to the Agreement (capitalized terms used herein that are not defined shall have the respective 
meanings ascribed thereto in the Agreement), The Borrower hereby gives notice of its intention to request the jissuance, 
amendment, or renewal] of Letters of Credit as is m h e r  described on the Letter of Credit Application attached hereto and 
that the requested Letter of Credit will be a(n) lcornrnercial documentary letter of credit, an SPT-Reiated Standby Letter 
of Credit, or other standby letter of credit * I. 

The Borrower represents and warrants, as of the date hereof and as of the date any Letter of Credit is issued, amended or 
renewed, that (i) no Default or Event of Default has occurred and is continuing on the date hereof, nor will any thereof occur 
after giving effect to the Letters of Credit requested above; (ii) that the lesser of the Borrowing Base Advance Cap or the 
Total Available Committed Line Portion will not be exceeded after giving effect to the Letters of Credit requested above; and 
(iii) all of Borrower’s representations and warranties under the Agreement are true and correct, to Borrower’s knowledge, as 
of the date hereof. 

1 With respect to any Letter of Credit that is characterized as an “other standby letter of credit” a purpose should be 
specified for such “other standby letter of credit” so that clause (ii) might read “(u) that the requested Letter of Credit 
will be an other standby letter of credit for the purpose of purchasing natural gas from a source other than a Physical 
Trade Bank.” 

A- 1 

911 712009 
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Very truly yours, 

ATMOS ENERGY MARKETING, LLC, 

By: 
Name: 

Title: __.. 

A-2 
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N R M  OF NOTICE OF BORROWING 
(REVOLVING LOAN) 

Pate1 

BNP Pariias 
787 Seventh Avenue 
New York, New York 10019 
Attention: Edward Chin 
Telephone: (212) 841-2020 
Facsimile: (2 12) $4 1-2536 

Re: Third Amended and Restated Credit Agreement, dated to be effective as of [ ] (as amended or 
supplemented fiom time to time, the " Agreement 7, by and among ATMOS ENERGY h4NKE'ITNCr, LLC (the '' 
Borrower "), the banks that &om time to time are parties thereto, BNP Paribas, as Administrative Agent, and Fortis 
Bank SAINV, New York Branch, as Documentation Agent 

Ladies and Gentlemen: 

meanings ascribed thereto in the Agreement). The Borrower hereby gives notice of its intention to borrow under the 
Borrowing Base Line. 

Reference is made to the Agreement (capitalized terms used herein that are not defined shall have the respective 

Please advance a Revolving Loan as follows: 

Revocablehevocable [ 0 'J Revocable 
(check one) [ 0 ]Irrevocable 

Date of Borrowing [ ] : __ 
Amount --- 
Type of Advance 
(Base Rate or OHshore 

Rate) 
Interest Period 
(if Offshore Rate) 

The Borrower represents and warrants, as of the date hereof and as of the date any Revolving Loan is made or renewed, 
that (i) no Default or Event of Default has occurred and is continuing on the date hereof, nor will any thereof occur after 
giving effect to the Revolving 

a-1 The aggregate amount of the Borrowing comprised of Offshore Rate Loans must be made in an amount equal to the 
Offshore Effective Amount. The date of the Borrowing must be a Business Ray. With respect to any revocable notice, 
the Borrower must give four (4) Business Days' advance notice for Borrowings comprised of Offshore Rate Loans, and 
two (2) Business Days' advance notice for Borrowings comprised of Base Rate Loans; provided that with respect to any 
irrevocable notice, the Borrower must give three (3)  Business Days' and one (1) Business Day's advance notice, 
respectively. 

A-3 
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Loan requested above; (ii) that none of the Borrowing Base Advance Cap, the Total Available Committed Line Portion, or 
tlie Dollar Advance Cap will be exceeded after giving effect to the Revolving Loan requested above; and (iii) all of 
Borrower’s representations and warranties under the Agreement are true and correct, to Borrower’s knowledge, as of the date 
hereof. 

Very truly yours, 

ATMOS ENERGY RlARKG 1 TING, LLC, 

By: 

Name: I 

Title: 

A-4 
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FORM OF NOTICE OF BORROWTNG 
(SWING LINE LOAN) 

[Date] 

B W  Paribas 
787 Seventh Avenue 
New York, New York 10019 
Attention: Edward Chin 
Telephone: (212) 841-2020 
Facsimile: (212) 841-2536 

Re: Third Amended and Restated Credit Agreement, dated to be effective as of [ ] (as amended or 
supplemented &om time to time, the “ AFeernent ”), by and among ATMOS ENERGY MARKETING, LLC 
(the ” Borrower ”), the banks that fiom time to time are parties thereto, BNP Paribas, as Administrative 
Agent, and Fortis Bank SA/NV,  New York Branch, as Documentation Agent 

Ladies and Gentlemen: 

Reference is made to the Agreement (capitalized terms used herein that are not defined shall have the respective 
meanings ascribed thereto in the Agreement). The Borrower hereby gives notice of its intention to borrow under the 
Borrowing Base Line. 

Please advance a Revolving Loan as follows: 

Date of Borrowing a-1 

Amount ___ 
Type of Advance 
(Base Rate or Offshore 

Interest Period 
Rate) 

(if Offshore Rate) 

The Borrower represents and warrants, as of the date hereof and as of the date any Swing Line Loan is made or renewed, 
that (i) no Default or Event of Default has occurred and is contintling on the date hereof, nor will any thereof occur after 
giving effect to the Swing Line Loan requested above; (ii) that none of the Borrowing Base Advance Cap, the Total 
Available Committed Line Portion, or the Swing Line Dollar Advance Cap will be exceeded after giving effect to the Swing 
Line Loan requested above; and (iii) all of Borrower’s representations and warranties under the Agreement are true and 
correct, to Borrower’s knowledge, as of the date hereof. 

a-1 The aggregate amount of the Borrowing comprised of Offshore Rate Loans must be made in an amount equal to the 
OEC‘shore Effective Amount. The date of the Borrowing must be a Business Day. Borrower must give four (4) Business 
Days advance notice for Borrowings comprised of Offshore Rate Loans, and the same Business Day advance notice for 
Borrowings comprised of Base Rate L,oans. 

A-5 
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Very truly yours, 

ATMOS ENERGY MARKETING, LLC, 

Name: -- 
Title: 

A-6 
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EXHIBIT B 

FORM OF 
NOTICE OF CONVERSION/CONTINUATION 

-- 

BNP Paribas 
787 Seventh Avenue 
New York, New York 10019 
Attention: Edward Chin 
Telephone: (212) 841-2020 
Facsimile: (212) 841-2536 

Re: Third Amended and Restated Credit Agreement, dated to be ehFective as of r 1 (as amended or 
supplemented from time to time, the “ Aneement ”), by and among ATMOS ENERGY MARKETING, LLC (the ‘‘ 
Borrower ”), the banks that from time to tirne are parties thereto, BNP Paribas, as Administrative Agent, and Fortis 
Bank S A / N v ,  New York Branch, as Documentation Agent 

Ladies and Gentlemen: 

The Borrower hereby gives you irrevocable notice pursuant to Section 2.040f the Agreement that the undersigned 
hereby requests a [conversion] [continuation] of [outstanding Borrowings] [an outstanding Borrowing] into a new Borrowing 
(the “ F’roposed Borrowing ”) on the terms set forth below: 

~- Form of Notice 

Revocable/Irrevocable 
(check one) 

[ El ] Revocable 
[ 0 3 Irrevocable 

Outstandine Bo~~owing#J 

Date of Borrowing 
Aggregate Amount for Conversion : 
Type of Advance 
Jnterest Period 

1 The aggregate amount for conversion with respect to Borrowings comprised of Offshore Rate Loans must be made in an 
amount equal to the Offshore Effective Amount or, if the remaining outstanding amount of such Borrowing would be 
less than an amount equal to the Offshore Effective Amount following the conversion ar continuation, in the remaining 
outstanding amount of such Borrowing. 

B-1 
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k g o s e d  Borrowing 

- - ~  Date of Conversion or Continuation 2 : 
Aggregate Amount ~- 
Type of Advance 
Interest Period 

The undersigned hereby certifies that the following statements are true on the date hereof, and will be true on the date of 

(a) the representations and warranties contained in the Agreement are correct in all material respects, before and after 

the proposed Borrowing: 

giving effect to the proposed Borrowing and the application of the proceeds therefiom, as though made on the date of the 
proposed Borrowing; 

(b) no Default has occurred and remains uncured, nor would result from the proposed Borrowing; and 

(c) neither the Borrowing Base Advance Cap nor the Total Available Committed Line Portion will be exceeded after 
giving effect to the proposed Borrowing. 

Very truly yours, 

ATMOS ENERGY MARKETING, LLC, 

By: 

Name: 

Title: 

2 7he date of the proposed conversion or continuation must be a Business Day. Borrower must give not less than four 
(4) Business Days’ advance notice for conversions into or continuations of Borrowings comprised of Offshore Rate 
Loans, and not less than two (2) Business Days’ advance notice for conversions into or continuations of Borrowings 
comprised of Base Rate Loans; provided that with respect to any irrevocable notice, the Borrower must provide not less 
than three (3) Business Days’ notice and one (1) Business Day’s notice, respectively. 

€3-2 
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BNP Paribas 
787 Seventh Avenue 
New York, New York 10019 
Attention: Edward Chin 
Telephone: (2 12) 84 1-2020 
Facsimile: (212) 841-2536 

EXHIBITS 

FORM OF 
COMPLJANCE CERTIFICATE 

[Date] 

Fortis Bank SA/NV,  New York Branch 
15455 North DaUas Parkway 
Suite 1400 
Addison, TX 75001 
Attention: Marla Jennings 
Telephone: (212) 953-9314 
Facsimile: (2 12) 969-9332 

Re: Third Amended and Restated Credit Agreement, dated to he effective as of [ ] [as amended or 
supplemented fkom time to time, the " Agreement "), by and among ATMOS ENERGY MARKETING, LLC (the " 
Borrower "), the hanks that from time to time are parties thereto, BNP Paribas, as Administrative Agent, and Fortis 
Bank S M ,  New York Branch, as Documentation Agent 

Ladies and Gentlemen: 

The Borrower, acting through its duly authorized Responsible Officers (as that term is defined in the Agreement), 
certifies to each of the Banks that the Borrower is in compliance with the Agreement and in particular certifies the following 
asof : 

[i) Net Working Capital 

(ii) Tangible Net Worth 

(iii) 
(iv) Borrowing Base Suh-Cap 

(v) Excess Tangible Net Worth 

Ratio of Total Liabilities to Tangible Net Worth :l; 

Further, the undersigned hereby certify that the Net Position has at no time exceeded the limitations set forth in 
Section 8.11. of the Agreement and that the undersigned has no knowledge of any Defaults under the Agreement which 
existed as of [ ] or which exist as of the date of this letter. 

c- 1 
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The undersigned also certifies that the accompanying financial statements present fairly,  TI all material respects, the 
hancial condition ofthe Borrower as off 
ended, in conformity with generally accepted accounting principles. 

1, and the related results of operations for the [ .I -1 then 

Very truly yours, 

ATMOS ENERGY MARKETING, LLU 

BY: -..- _--- 
Name: 

Title: I_- 

c-2 
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~~ EXHIBIT D_ 

FORM OF 
ASSIGNMENT AND ACCEPTANCE 

Date1 

Reference is made to the Third Amended and Restated Credit Agreement dated to be effective as of [ -1 
amended or supplemented from time to time, the ‘‘ Agreement ”), among ATMOS ENERGY MARKETING, LLC (the “ 
Borrower ”), the banks that from time to time are signatories thereto, and BNP Paribas, as Administrative Agent. Capitalized 
terms used herein but not defined herein shall have the meanings specified in the Agreement. 

E 
Assignee, and Administrative Agent agree as follows: 

assumes from the Assignor, without recourse to the Assignor and without representation or warranty except for the 
representations and warranties specifically set forth m clauses (i), (ii), and (iii) of Section 2 of this Assignment and 
Acceptance, a [ 1% interest in and to all of the Assignor’s rights and obligations under the Agreement and the other 
L,om Documents as of the EEective Date (as defined below), including such percentage interest in the Assignor’s Committed 
Line Portion, the Loans owing to the Assignor, the Assignor’s Pro Rata Advance Share of the Letters of Credit, and the Note 
held by the Assignor. 

Section 2. The Assignor (i) represents and warrants that, prior to executing this Assignment and Acceptance, its 
Committed L,ine Portion is $[ 1, the aggregate outstanding principal amount of Loans owed by the 
Borrower to the Assignor is $[ - -1, and its Pro Rata Advance Share of the outstanding Effective Amount of 
L/C Obligations is $[ ___ - J; (ii) represents and warrants that it is the legal and beneficial owner of the interest 
being assigned by it hereunder and that such interest is free and clear of any adverse claim; (iii) makes no representation or 
warranty and assumes no responsibility with respect to any statements, warranties, or representations made in or in 
connection with the Agreement or any other Loan Document or the execution, legality, validity, enforceability, genuineness, 
sufficiency, or value of the Agreement or any other Loan Document or any other instnlrnent or document furnished pursuant 
thereto; (iv) makes no representation or warranty and assumes no responsibility with respect to the financial condition of the 
Borrower or the performance or observance by the Borrower of any of its obligations under the Agreement or any other Loan 
Document or any other instrument or document fbrnished pursuant thereto; and (v) attaches the Note referred to in Section 1 
above and requests that Administrative Agent exchange such Note for a new Note dated 1 1, in the principal 
amount of $[ ] payable to the order of the Assignee[, and a new Note dated in the principal amount of 
$[ 

Pursuant to the terms of the Agreement, [ 
-1 e‘ Assignee ”), r 3% of its rights and obligations under the Agreement. Therefore, Assignor, 

1 (“ Assinnor ”), wishes to assign and delegate to 

Section 1. The Assignor hereby sells and assigns and delegates to the Assignee, and the Assignee hereby purchases and 

] payable to the order of Assignor]. 

D- 1 
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3. The Assignee (i) confms that it has received a copy of the Agreement, together with copies of the fmancial 
statements referred to in Section 7.01 thereof and such other documents and information as it has deemed appropriate to 
make its own credit analysis and decision to enter into this Assignment and Acceptance; (ii) agrees that it will, independently 
and without reliance upon Administrative Agent, the Assignor or any other Banky and based on such documents and 
information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not taking action 
under the Agreement or any other Loan Document; (iii) appoints and authorizes Administrative Agent to take such action as 
agent on its behalf and to exercise such powers under the Agreement and any other Loan Document as are delegated to 
Administrative Agent by the terms thereof, together with such powers as are reasonably incidental thereto; (iv) agrees that it 
will perform in accordance with their terms all of the obligations which by the terms of the Agreement or any other Loan 
Document are required to be performed by it as a Bank; (v) specifies as its Lending Office (and address for notices) the office 
set forth beneath its name on the signature pages hereof; (vi) attaches the forms prescribed by the Internal Revenue Service of 
the United States cem'fjring as to the Assignee's status for purposes of determining exemption from United States 
withholding taxes with respect to all payments to be made to the Assignee under the Agreement and Notes or such other 
documents as are necessary to iudicate that all such payments are subject to such rates at a rate reduced by an applicable tax 
treaty; and (vii) represents that it is an Eligible Assignee. 

] (" Effective Date "), and 
following the execution of this Assignment and Acceptance, Administrative Agent will record it in its records of the 
transactions under the Agreement. 

5. Upon such recordiug, &om and after the Effective Date, Administrative Agent shall make all payments under the 
Agreement and the Notes in respect of the interest assigned hereby (including all payments of principal, interest, and fees) to 
the Assiguee. The Assignor and Assignee shall make all appropriate adjustments in payments under the Agreement and the 
Notes for periods prior to the Effective Date directly between themselves. 

6. This Assignment and Acceptance shall be governed by, and construed and enforced in accordance with, the laws of 
the State of New York. 

4. The effective date for this Assignment and Acceptance shall be [ 

The parties hereto have caused this Assignment and Acceptance to be duly executed as of the date first above wrifsen. 

D-2 
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[ASSIGNOR] 

By: 
Name: 
Title: 

Address: - 

Attention: - 
Telecopy No: 

[ASSIGNEE] 

By: 
Name: 
Title: ._. 

Lending Office: 

Address: 

_- Attention: 
Telecopy No: 

BNP Paribas, 
as Administrative Agent 

By: - 
Name: 
Title: 

D-3 
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EXHIBIT& 

ATMOS ENERGY MARKETING, LLC, BORROWING BASE I 

COLLATERAL POSITION REPORT AS OF [DATE] 

In my capacity as Responsible Officer for ATMOS ENERGY MARKETDIG, LLC, 1 hereby certify that as of the date 
written above, the amounts indicated below were accurate and true as of the date of preparation. I also certify that the net 
long or short position has not exceeded the limitations set forth in Section 8.1 1 , of the Credit Agreement. 

I.  COLLATERAL 
A. Cash Collateral 
B. 
C .  Tier I Accounts 
D. Tier 11 Accounts 
E. Tier I UnbiLled Accounts 
F. Tier II Unbilled Accounts 
G. Eligible Inventory 
H. Eligible Exchange Receivables 
1. Undelivered Product Value 
J. 

K. First purchaser liability; less 
L. SPT Close-Out Amounts; less 

TOTAL COLLATERAL 

BORROWING BASE ADVANCE CAP 
TOTAL, AVAILABLE COMMITTED LINE PORTION 

Equity in Eligible Broker accounts 

Realizable Unrealized Profits, up to a maximum amount of 
$50,000,000; less 

BORROWING BASE SUB-CAP 

II. BANK OUTSTANDMGS 
A. Loans from the Banks 
B. LE’S  &om the Banks 
C. Unilateral Overage Advances fiom the Banks 

TOTAL OUTSTANDDIGS UNDER BORROWING BASE LINE 

IV. w r  SHORT OR LONG POSITION MMBTUS 
111. EXCESS/@EFICIT) (I-II) 

100% 
90% 
90% 
85% 
85% 
SO% 
SO% 
SO% 
80% 

70% 
100% 
125% 

Attached hereto are (i) an aging report, (ii) a schedule of netted qualified exchange balances, (iE) a schedule of qualified 
inventory and (iv) a schedule of all contras applied against (i), (ii), and (iii). 

By: 1 1 - 4  

Responsible OEcer 

E- 1 
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EXHIBIT F 

FORM OF NET POSITION REPORT AND EXPOSURE REPORT 

BNP Paribas 
787 Seventh Avenue 
New York, New York 100 19 
Attention: Edward Chin 
Telephone: (212) 841-2020 
Facsimile: (212) 841-2536 

Fortis Bank SA/NV,  New York Branch 
15455 North Dallas Parkway 
Suite 1400 
Addison, “X 75001 
Attention: Marla Jemings 
Telephone: (212) 953-9314 
Facsimile: (212) 969-9332 

Re: Net Positions 

In my capacity as Responsible Officer of ATMOS ENEiRGY MARKETING, TLC, I hereby certify to you that as of the 
clate written above, such company’s aggregate net positions are as follows: 

MMBTUS of 

Long 
(Short) 

Net Position 

Natural Gas 

To the best of my knowledge, these net positions have at no time exceeded the limitations set forth in Section 8.1 1 , of 
1, as amended or that certain Third Amended and Restated Credit Agreement, dated to be effective as of [ 

supplemented &om time to time, by and among ATMOS ENERGY MARKETING, LLC, the banks that from t h e  to time 
are parties thereto, BNP Paribas, as Administrative Agent, and Fortis Bank S A N ,  New York Branch, as Documentation 
Agent. 

Furthermore, at no time has the sum of the following: 

(a) 25% of the Borrower’s Net Position Value, $ 

(b) Borrower’s Storage and Unhedged Transportation Exposure, $ 

Y PIUS 

9 PIUS 

(c) Borrower’s Below Index Sales Exposure, $ __. ._ -, exceeded 33% of Borrower’s Net Working Capital. 

F- 1 
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Very truly yours, 

ATMOS ENERGY MLARKETING, LLC , 

By: 
Name: - 
Title: 

Date: 

F-2 
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-- EXHIBIT G 

SUBORDINATION AGREEMENT 

THIS SIJBORDINATION AGREEMENT (this " Agreement ") is made as of the day of ? 2 0 ,  
by and between BNP PARIBAS, a bank organized under the laws of France (" Administrative Agent "), as Administrative 
Agent for the ratable benefit of the Secured Parties (as defined in the Credit Agreement (hereinafter defined)), 
(the " Subordinated Creditor ") and acknowledged by ATMOS ENERGY MARI(ETING, LLC , a Delaware limited 
liability company (" Borrower_"). 

RJKITALS 

WHEREAS, Administrative Agent and the Banks have made, or in the future may make, credit accommodations 
available to Borrower, pursuant to the terms and provisions of that certain Third Amended and Restated Credit Agreement 
dated to be effective as of [ 
to time, the " Credit Agreement ") among Administrative Agent, the Borrower and the banks and financial institutions from 
time to time party thereto (collectively, the " Banks "); and 

and 

] (as amended, restated, supplemented or otherwise modified and in eEect from time 

WHEREAS, Subordinated Creditor has made, or in the future may make, credit accommodations available to Borrower; 

WHEREAS, in order to induce Administrative Agent to consider making the credit accommodations described above 
available to Borrower in the future, Subordinated Creditor has agreed to subordinate certain of its rights and claims now 
existing or hereafter arising against Borrower to the rights and claims of Administrative Agent now existing or hereafter 
arising against Borrower, all in accordance with the terms and provisions of this Agreement; and 

the Senior Indebtedness (hereinafter defined) and the Junior Indebtedness (hereinafter defined) and their agreements as to 
certain other matters including but not Iimited to lien priorities. 

hereto hereby agree as follows: 

WHEREAS, the parties hereto are entering into this Agreement in order to set forth their agreements as to payment of 

NOW, TJ3EREFORE, for and in consideration of the premises and the mutual agreements contained hereh, the parties 

AGREEMENT 

ARTICLE I DEFINITIONS 

As used in this Agreement, the terms defined above shall have their respective meanings set forth above and the 

" Collateral " shall mean any and all property which now constitutes or hereafter will constitute collateral or other 

G- 1 

following terms shall have the foIJowing meanings: 

security for payment of the Senior Indebtedness pursuant to the Senior Documents or otherwise. 
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“ Default ” shall have the meaning set forth 

“ Distribution ” by any Person shall mean (a) with respect to any stock or membership interest issued by such Person, 

the Credit Agreement. 

the retirement, redemption, purchase or other acquisition for value of any such stock or membership interest, (b) the 
declaration or payment of any dividend or other distribution on or with respect to any such stock or membership interest, 
(c) any loan or advance by such Person to, or other investment by such Person in, the holder of any such stock or membership 
interest, and (d) any other payment (other than ordinsuy salaries to employees or advances made in the ordinary course of 
business to employees for travel or other expenses incurred in the ordinary course of business) by such Person to or for the 
benefit of the holder of any such stock or membership interest. 

‘‘ Event of Default” shalI have the meaning set forth in the Credit Agreement. 

“ Federal Sankruutcy Code ” shall have the meaning set forth in Article VI11 of this Agreement. 

“ -- Junior Creditor ” shall mean the Subordinated Creditor and its successors and assigns. 

‘‘ Junior Documents ” shall mean any and all agreements, documents and instruments evidencing, together with all 
amendments, supplements and restatements thereof, evidencing, governing or executed or delivered in connection with the 
Junior Indebtedness. 

“ Junior Indebtednes s” shall mean any and all indebtedness, obligations and liabilities of every kind and character of 
Borrower now or hereafter owing to any party to this Agreement other than Senior Creditor, including, without limitation, the 
indebtedness evidenced and to be evidenced by the Junior Documents, whether such indebtedness, obligations and liabilities 
are direct or indirect, primary or secondary, joint, several or joint and several, f i e d  or contingent arid whether incurred by 
Borrower as maker, endorser, guarantor or otherwise. 

“ Permitted Payments ’’ shall have the meaning set forth in Article IV of this Agreement. 

“ Person ” shall mean and include an i~idividual, a partnership, a corporation, a business trust, a joint stock company, a 
trust, an unincorporated association, a joint venture or other entity or a governmental authority. 

“ -- Proceeds ” shall have the meaning assigned to it under the Uniform Commercial Code, shall also include 
“products” (as defined in the Uniform Commercial Code), and, in any event, shall include, but not be limited to (a) any and 
all proceeds of any insurance, indemnity, warranty, letter of credit or guaranty or collateral security payable to any grantor 
from time to time with respect to any of the Collateral, (b) any and all payments (in any form whatsoever) made or due and 
payable to the owner of the Collateral from time to time in connection with any 

(3-2 
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requisition, confiscation, condemnation, seizure or fo~eiture of all or any part of the Collateral by any governmental body, 
authority, bureau or agency (or any Person acting under color of govemental authority) and (c) any and all other amounts 
from time to time paid or payable under or in connection with any of the Collateral. 

“ Senior Creditor ” shall mean Administrative Agent and its successors and assigns. 

‘‘ Senior Documents ” shall mean any and all agreements, documents and instruments, together wjth all amendments, 
supplements and restatements thereof, evidencing, governing or executed or delivered in connection with the Senior 
Indebtedness or the Senior Creditor’s interests in the Collateral, including, without limitation, the Credit Agreement. 

‘‘ -- Senior Indebtedness ” shall mean any and all indebtedness, obligations and liabilities of every kind and character of 
Borrower now or hereafter owing to Senior Creditor, whether such indebtedness, obligations and liabilities are direct or 
indirect, primary or secondary, joint, several or joint and several, fixed or contingent and whether incurred by Borrower as 
maker, endorser, guarantor or otherwise, including, without limitation, any and all indebtedness, obligations and liabilities of 
Borrower now or hereafter owing to Senior Creditor pursuant to or evidenced by the Senior Documents. 

ARTICLE I1 RIGHTS LN COLLATERAL 

2. I morities ReEardingCCj@tQl. The Junior Creditor covenants and agrees that it will not take or hold any liens or 
security interests on any property of Borrower. Iffor any reason, however, the Junior Creditor does obtain a Iien or security 
interest in the Collateral, any and every lien and secun-ty interest in the Collateral in favor of or held for the benefit of the 
Senior Creditor has and shall have priority over any lien or security interest that Junior Creditor has or might have or acquire 
in the Collateral notwithstanding any statement or provision contained in the Junior Documents or otherwise to the contrary 
and irrespective of the time or order of filing or recording of financing statements, deeds of trust, mortgages or other notices 
of security interests, liens or assignments granted pursuant thereto, and irrespective of anything contained in any filing or 
agreement to which any party hereto or its respective successors and assigns may now or hereafter be a party, and 
irrespective of the ordinary rules for determining priorities under the Uniform Commercial Code or under any other law 
governing the relative priorities of secured creditors. 

2.2 Manapement of Collateral . Senior Creditor shall have the exclusive right to manage, perfom and enforce the terms 
of the Senior Documents with respect to the Collateral, to exercise and enforce all privileges and rights thereunder according 
to its discretion and the exercise of its business judgment including, but not iimited to, the exclusive right to take or retake 
possession of the Collateral and to hold, prepare for sale, process, sell, lease, dispose oc or liquidate the Collateral, pursuant 
to a foreclosure or otherwise. Notwithstanding any rights or remedies available to the Junior Creditor under applicable law or 
under any document OT instrument evidencing, securing or otherwise executed in connection with the incurrence of the 
obligations contemplated by the Junior Documents, Junior Creditor shall not be permitted to foreclose upon its security 
interest in any of the Collateral, or to exercise similar remedies with 
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respect thereto, so long as any of the Senior Indebtedness shall continue to exist, and only the Senior Creditor shall have the 
right to restrict or permit, or approve or disapprove, the sale, transfer or other disposition of Collateral. Junior Creditor will 
not in any manner interfere with Senior Creditor's security interests in the Collateral unless and until Borrower has satisfied 
in full the Senior Indebtedness and Senior Creditor has given Junior Creditor written notice thereof. The Junior Creditor 
waives notice of, and agrees not to challenge the method, manner, time, place or terms, of any disposition of the Collateral by 
Senior Creditor. Accordingly, should Senior Creditor elect to exercise its rights and remedies with respect to any of the 
Collateral, Senior Creditor may proceed to do so without regard to any interest of the Junior Creditor, and the Junior Creditor 
waives any claims that it may have against Senior Creditor for any disposition of the Collateral. The Junior Creditor agrees, 
whether or not a default has occurred in the payment of any indebtedness or the performance of any other obligations to it, 
that any liens on and secun'ty interests in the Collateral or any portion thereof that it might have or acquire shall automatically 
be fully released ipso facto as to all indebtedness and other obligations secured thereby owing to Junior Creditor if and wheu 
Senior Creditor releases its lien in and security interest on such Collateral in the event of any sale, disposition or other 
realization by Senior Creditor (or any agent therefor) upon such Collateral. 

ARTICLE III PROCEEDS 

3.1 Distribution of Proceeds of Colla&gl.. At any time during which all or any part of the Senior hdebtedness remains 
outstanding, and whether or not the same is then due and payable, die Proceeds of any sale, disposition or other realization by 
Senior Creditor (or any agent therefor) upon all or any part of the Collateral shall be applied frst  to the payment in full of all 
Senior Indebtedness in such order as Senior Creditor shdl  determine in its sole discretion exercised in good faith. 

3.2 Contingent Obligations . For purposes of distributing the Proceeds of Collateral pursuant to this ,Article Tu , the 
portion of Senior Indebtedness consisting of loans or advances not yet made by Senior Creditor to Borrower under the Senior 
Documents (including, but not limited to, amounts with respect to letters of credit outstanding and reimbursement for fees, 
costs and expenses) shall be considered Senior Indebtedness then outstanding, and the Senior Creditor shall have the right to 
re tak in a cash collateral account, cash collateral equal to the amount thereof which Senior Creditor determines, in its sole 
good faith discretion, may arise or exist li-om time to time. 

3.3 Holding of Proceeds in Trust . Except as provided for in Article IV of this Agreement, in the event the Junior 
Creditor receives Proceeds of the Collateral, Junior Creditor shall be deemed to hold all of such Proceeds in trust for the 
benefit of Senior Creditor until the proper application thereof in accordance with Section 3.1 hereof. The Junior Creditor shall 
not seek to challenge the validity, enforceability, priority or perfection of any of the Senior Documents if the purpose or 
effect thereof wouid in any manner defeat or delay the distribution of the Proceeds of any Collateral in the manner set forth in 
Section 3.1 hereof. 

G-4 

ht tp : / /~~~~. inves tques t .conn/ iq /~a~o/ f~8~ato8kO I 0509.hlm 9/17/2009 



ATMQS ENERGY CORP ( F o ~ :  8-K) Page 160 of 161 

ARTICLE IV SUBORDINATION 

The Junior Creditor covenants and agrees that the Junior Indebtedness, howsoever evidenced and whether now existing 
or hereafter incurred, shall be subordinate and junior in right of payment, to the extent and in the manner hereinafter set forth, 
to all Senior Indebtedness: 

(a) The holder of the Senior Indebtedness shall first be finally and irrevocably paid in cas11 an aggregate amount equal to 
the principal thereof and termination fees, if any, interest at the time due thereon, and all other costs, fees, expenses and/or 
obligations now or hereafter owing thereunder, before any payment or Distribution of any character, whether in cash, 
securities or other property, shall be made on account of the Junior Indebtedness or otherwise to or for the benefit of Junior 
Creditor; and any payment or Distribution of any character, whether in cash, securities or other property, which would 
otherwise, but for the provisions of this Article IV , be payable or deliverable in respect of the Junior Indebtedness or 
otherwise shalf be paid or delivered directly to the holder of the Senior Indebtedness (or its duly authorized representatives), 
until all the Senior Indebtedness shall have been paid in full. 

(b) Notwithstanding the provisions of yhp-mrmaaDh (a) of this Article IV , Borrower may (i) pay interest on the unpaid 
principal balance of the Junior Indebtedness on a monthly basis in arrears and make both scheduled payments and 
prepayments of principal on the terms and conditions set forth in the Junior Documents and (ii) make Distributions to Atmos 
Energy Holdings, Inc., a Delaware corporation (the " Permitted Payments "); provided, however I that as a condition 
precedent to Borrower's right to make (and the Junior Creditor's rights to receive) any and all such Permitted Payments, there 
shall not have occurred or then exist a Default or Event of Default under any of the Senior Indebtedness or any of the Senior 
Documents, or an event or condition which with notice, lapse of time or the making of such payment or Distribution would 
constitute a Default or Event of Default under any of the foregoing. 

(c) The Junior Creditor agrees to promptly notify the Senior Creditor in writing of any default or event of default on any 
Junior Indebtedness or otherwise or under any of the Junior Documents and further agrees not to exercise any right or remedy 
or take any enforcement action with respect to any default or event of default on any of the Junior Indebtedness or otherwise 
or under any of the Junior Documents until such time as the Senior Indebtedness has been paid in fi.111. Without limiting any 
of the foregoing, any failure of Borrower to perform any of its obljgations to Junior Creditor as a result of any of the 
prohibitions, restrictions or limitations set forth in this Agreement shall not constitute the basis for a default or event of 
default on any Junior Indebtedness or under any Junior Documents. 

(d) No reimbursement, payment, direct or indirect, or disbursement of other property or assets of Borrower shall be 
made by Borrower on account of the Junior Indebtedness or otherwise or received, accepted, retained or applied by the Junior 
Creditor (except for the account and benefit of Senior Creditor, which shall be held in trust for Senior Creditor or except for 
Permitted Payments as allowed in gubaragraph (b) of this Article IV ) until such time as the Senior Indebtedness has been 
finally and irrevocably paid in full in cash. 
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(e) Without affecting Junior Creditor's obligations set forth in this Agreement not to exercise any remedy as set forth in 
this Agreement, in the event that the Junior Creditor receives any payment of any character, whether in cash, securities, or 
other properties, payable or deliverable in respect of the Junior Indebtedness and (i) such payment would cause an event or 
condition to occur which, with notice, lapse of time, or both, would cause a Default or an Event of Default to occur under the 
Senior Documents; or (ii) such payment is made after a Default or an Event of Default has occurred under the Senior 
Documents; or (iii) such payment is made at a time tliat the management of Borrower knew or reasonably should have known 
that a Default or an Event of Default had occurred under the Senior Documents, or that such payment could reasonably be 
expected to cause a Default or an Event of Default to occur under the Senior Documents, then such cash, securities or other 
properties shall be held in trust for the benefit of the holder of the Senior Indebtedness and shall be paid or delivered to the 
holder of the Senior Indebtedness (or its authorized representatives), in the proportions in which it holds same, until all the 
Senior Indebtedness shall have been paid in full. 

' 

(0 The provisions of this Agreement are and are intended solely for the purpose of defining the relative rights of the 
holder of the Junior Indebtedness, on the one hand, and the holder of the Senior Indebtedness on the other hand. Nothing 
contained in this Agreement is intended to or shall impair, as between Borrower and its creditors other than the bolder of the 
Senior Indebtedness and the holder of the Junior Indebtedness, the obligations of Borrower which are absolute and 
unconditional, to pay to the holder of the Junior Indebtedness the principal thereof and interest thereon as and when the same 
shall become due and payable in accordance with its terms, or is intended to or shall affect the relative rights against 
Borrower of the holder of the Senior Indebtedness. 

(g) No right of any present or f h r e  holder of any of the Senior Indebtedness to enforce the subordination as herein 
provided shall at any time in any way be prejudiced or impaired by any act or failure to act on the part of Borrower or by any 
act in good faith or failure to act in good faith by any such holder, or by any noncompliance by Borrower with the covenants, 
agreements and conditions of the Junior Indebtedness, regardless of any knowledge thereof any such holder may have or be 
otherwise charged with. 

any of the Collateral for the benefit of any Person. 
(h) Senior Creditor shall have no obligation to preserve the rights of the Collateral against any prior parties or to marshal 

ARTICLE V BENEFIT OF AGREEMENT; AMENDMENT 

This Agreement shall constitute a continuing offer to any person who, in reliance upon such provisions, become a Senior 
Creditor, and such provisions are made for the benefit of each Senior Creditor, acting on behalf of the Banks, and each of 
them may enforce such provisions. The Junior Creditor agrees not to assign or transfer, at any time this Agreement remains h 
effect, any rjghts, claim or interest of any kind in or to any Junior Indebtedness without first notifying Senior Creditor and 
making such assignment expressly subject to this Agreement. The provisions of the Junior Documents as in effect on the date 
hereof may not be amended or modzed in any respect without the prior written consent of Senior Creditor. 
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UNITED STATES 
SECURITIES AND EXCHANGE COMUMPISSION 

Washington, D.C. 20549 

Form 8-K 

Current Report Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 

December 2,2008 
Date of Report (Date of earliest event reported) 

ATMOS ENERGY CORPORATION 
(Exact Name of Registrant ns Specified in its Charter) 

TEXAS AND VIRGINIA 
(State or Other Jurisdiction 

of Incorporation) 

1-i 0042 
(Commission File Number) 

1800 THREE LINCOLN CENTRE, 
5430 LBJ FREEWAY, DALLAS, TEXAS 

(Address of Principnl Executive Offices) 

(972) 934-9227 
(Registrant’s Teiepltone Number, Including Area Code) 

Not Applicable 
(Former Name or Former Address, if Changed Since Last Report) 

75-1743247 
(I.R.S. Employer 

Identification No.) 

75240 
(Zip Code) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the 
registrant under any of the following provisions: 

L3 

U 

[ZI 

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (1 7 CFR 240.14d-2@)) 

Re-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240n13e-4(c)) 
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Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; 
Compensatory Arrangements of Certain Officers. 

i 
(b) As reported in its news release dated December 2,2008, John P. (Pat) Reddy, senior vice president and chief 

financial officer of Atmos Energy Corporation, has notified the company of his resignatjon, effective December 3 I ,  
2008. 

(c) As was also reported in its news release dated December 2,2008, F.E. (Fred) Meisenheimer, vice president and 
controller, has been appointed by the board of directors of Amos Energy to also serve as interim chief financial 
officer, effective January 1, 2009, until a successor is appointed. Mr. Meisenheimer, 64, has served as vice 
president and controller of Atmos Energy since July 2000. Atuios Energy has not entered into any new material 
plan, contract or arrangement to which Mr. Meisenheimer is a party or in which he participates, or any material 
amendment thereto, nor has MI. Meisenheimer received any grant or award under any plan, contract or 
arrangement, in connection with the appointment described above. 

A copy of the news release issued on December 2,2008 announcing these management changes is filed herewith as 
Exhibit 99.1. 

Item 9.01. Financial Statements and Exhibits. 
(d) Exhibits. 

99.1 News Release issued by Atmos Energy Corporation dated December 2,2008 
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SIGNATIJRE 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORATION 
(Registrant) 

DATE: December 3,2008 

3 

By: /s/ LOUIS P. GREGORY 
Louis P. Gregory 
Senior Vice President and General Counsel 
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INDEX TO EXHIBITS 

Exhibit 
Number Description 

99.1 News Release issued by Atmos Energy Corporation dated December 2,2008 

4 
Exhibit 99.1 

News Release 

Anaiyst and Media Contact: 
Susan Giles (972) 855-3729 

Atmos Energy Corporation Announces 
Resignation of Chief Financial Officer 

DALLAS (December 2,2008jAtmos Energy Corporation (NYSE: ATO) today announced that Pat Reddy has notified the 
company of his resignation as senior vice president and chief fmancial officer, effective December 3 1,2008. 

‘Tat has decided to pursue another opporfxnity outside the company,” said Robert W. Best, chairman and chief executive 
officer of Atmos Energy Corporation. “I am very appreciative of his service to Atrnos Energy and wish him all the best in his 
new endeavor.” 

“It is with mixed emotions that I have decided to leave Atmos Energy,” said Reddy. “I am proud of the work that we have 
achieved together during a decade of unparalleled growth, but the time is right for me to move on to my next professionat 
opportunity.” 

Fred Meisenheimer, vice president and controller, has been appointed by the board of directors to serve as interim chief 
financial officer, effective January 1,2009, until a successor is appointed. 

About Atmos Energy 
Abos Energy Corporation, headquartered in Dallas, is the country’s largest natural-gas-onIy distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states from the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Atmos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primarily in the Midwest and Southeast and mauages company-owned 
natural gas pipeline and storage assets, including one of the largest intrastate natural gas pipeline systems in Texas. Atmos 
Energy is a Fortune 500 company. For more information, visit v.atmosenergv.com . 

#### 

http ://wNw. invest que st. com‘iql’dat o/fin/8k/ato 8 k 1 20 3 0 8. h t rn 9/17/2009 

http://v.atmosenergv.com


ATMOS ENERGY CORP (Form: 8-K) Page 1 of 5 

UNITED STATES 
SECURITX[ES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

Form 8-]E(: 

Current Report Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 

November 21,2008 
Date of Report (Date of earliest event reported) 

ATMOS ENERGY CORPORATION 
(Exact Name of Registrant as Specified io its Charter) 

TEXAS AND VIRGINIA 
(State or Other Jurisdiction 

of lncorporation) 

1-10042 
(Commission File Number) 

1800 THREE LdNCOI,N CENTRE, 
5430 L&J FREEWAY, DALLAS, TEXAS 

(Address of Principal Executive Offices) 

(972) 934-9227 
(Registrant’s Telephone Number, Including Area Code) 

Not Applicable 
(Former Name or Former Address, if Changed Since Last Rcport) 

75- 1743247 
(I.RS. Employer 

Identification No.) 

75240 
(Zip Code) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the fding obligation of the 
registrant under any of the following provisions: 

0 

CI 

CI 

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

Pre-commencement communications pursuant to Rule 14d-2@) under the Exchange Act (17 CFR 240.14d-2(b)) 

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (1 7 CFR 240.13e-4(c)) 
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Item 8.01 Other Events. 

of 1934, as amended. 
The following updates the description of our common stock filed on Form 8-A pursuant to the Securities Exchange Act 

General 
Our authorized capital stock consists of 200,000,000 shares of common stock, no par value, of which 91,133,742 shares 

were outstanding on November 12,2008. Each of our shares of common stock is entitled to one vote on all matters voted 
upon by shareholders. Our shareholders do not have cumulative voting rights. Our issued and outstanding shares of common 
stock are fully paid and nonassessable. There are no redemption or sinking fund provisions applicable to the shares of our 
common stock and such shares are not entitled to any preemptive rights. Since we are incorporated in both Texas and 
Virginia, we must comply with the laws of both states when issuing shares of our common stock. 

our board of directors fi-om 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. 

Holders of our shares of common stock are entitled to receive such dividends as may be declared fiom time to time by 

American Stock Transfer and Trust Company, LLC is the registrar and transfer agent for OUI common stock. 

Charter and Bylaw 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 surmnary, 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 filed with the 
Secun’ties and Exchange Commission (“SEC”) pursuant to the requirements of the Securities Exchange Act of 1934, as 
amended. 

Classification of the Board Our board of directors is divided into three cIasses, each of which consists, as nearly as may 
be possible, of one-third of the total number of directors constituting the entire board. There are currently 14 directors serving 
on the board. Each class of directors serves a three-year term. At each annual meeting of our shareholders, successors to the 
cIass of directors whose term expires at the annual meeting are elected for three-year terms. Our articles of incorporation 
prohibit cumulative voting. In general, in the absence of cumulative voting, one or more persons who hold a majority of our 
outstanding shares can elect all of the directors who are subject to election at any meeting of shareholders. 

Removal of Directors. Our articles of incorporation and bylaws also provide that our directors may be removed only for 
cause and upon the affirmative vote of the holders of at least 75 percent of the shares then entitled to vote at an election of 
directors. 
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Fair Price Provisions. Article VII of ow articles of incorporation provides certain “Fair h k e  Provisions” for our 
shareholders. Under Article VII, a merger, consolidation, sale of assets, share exchange, recapitalization or other similar 
transaction, between us or a company controlled by or under common control with us and any individual, corporation or 
other entity which owns or controls 10 percent or more of our voting capital stock, would be required to satisfy the condition 
that the aggregate consideration per share to be received in the transaction for each class of our voting capital stock be at least 
equal to the highest per share price, or equivalent price for any different classes or series of stock, paid by the 10 percent 
shareholder in acquiring any of its holdings of our stock. If a proposed bansaction 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 invoked in the proposed transaction 
became a 10 percent shareholder have either: 

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

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

The provisions of Article VI1 may not be amended, altered, changed, or repealed except by the afEmative vote of at 
least 75 percent of the votes entitled to be cast thereon at a meeting of our shareholders duly called for consideration of such 
amendment, alteration, change, or repeal. In addition, if there is a 10 percent shareholder, such action must also be approved 
by the affirmative vote of at least 75 percent of the outstanding shares of our voting capital stock held by the shareholders 
other than the 10 percent shareholder. 

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

Shareholder proposals 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 the corporate secretary 
not 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 maiIed 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 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 the corporate 
secretary not 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 fiom bringing certain matters before an m u a l  or special meeting or making 
nominations for directors. 
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SIGNATURE 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORATION 
(Registrant) 

DATE: November 21,2008 By: 
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- /s/ LOUIS P. GREGORY - 
Imis P. Gregory 
Senior Vice President and General Counsel 
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ISSION 
Washington, D.C. 20549 

Current Report Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 

November 11,2008 
Date of Report (Date of earliest event reported) 

ATMOS ENER Y COKPORATION 
(Exact Name ofRegistrant as Specified in its Cbarter) 

TEXAS AND VIRGINIA 
(State or Other Jurisdiction 

of Incorporation) 

1-10042 
(Commission File Number) 

1800 THREE LINCOLN CENTRE, 
5430 LBJ FREEWAY, DALLAS, TEXAS 

(Address of Principal Executive Oflices) 

(972) 934-9227 
(Tkgistrant’s Telephone Number, Including Area Code) 

Not Applicable 
(Former Name or Former Address, if Changed Since Last Report) 

75-1743247 
(I.R.S. Employer 

Identification No.) 

75240 
(Zip Code) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the fillng obligation of the 
registrant under any of the following provisions: 

I7 Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 underthe Exchange Act (17 CFR 240.14a-12) 

Pre-Commencement communications pursuant to Rule 14&2(b) under the Exchange Act (1 7 CFR 240.14d-2(b)) 

he-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (1 7 CFR 240.13e-4(c)) 
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Item 2.02. Results of Operations and Financial Condition. 
On Tuesday, November 1 1 , 2008, Amos Energy Corporation (the “Company”) issued a news release in which it 

reported the Company’s financial results for the fourth quarter and full 2008 fiscal year, which ended September 30,2008, 
and that certain of its officers would discuss such financial results in a conference call on Wednesday, November 12,2008 at 
8:OO am. Eastern Time. In the release, the Company also announced that the conference call would be webcast live and that 
slides for the webcast would be available on its Web site for all interested parties. 

A copy of the news release is furnished as Exhibit 99.1. The information furnished in this Item 2.02 and in Exhibit 99.1 
shall not be deemed to be “filed” for purposes of Section 18 of the Exchange Act or otherwise subject to the liabilities of that 
section, nor shall such information be deemed to be incorporated by reference into any of the Company’s filings under the 
Securities Act or the Exchange Act. 

Item 9.01. Financial Statements and Exhibits. 

(d) Exhibits 

99.1 News Release datedNovember 11,2008 (furnished under Item 2.02) 
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SIGNATURE 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORATION 
(Registrant) 

DATE: November 1 1,2008 By: /s/ LOUIS P. GREGORY 
Louis P. Gregory 
Senior Vice President and General Counsel 
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Exhibit 
Number Description 
99.1 News Release dated November 1 1.2008 ( h i s h e d  under Item 2.02) 

energy Exhibit 99.1 

News Release 

Analysts and Media Contact: 
Susan Giles (972) 855-3729 

Atmos Energy Corporation Reports Earnings for Fiscal 2008; 
Affirms Fiscal 2009 Guidance 

DALLAS (November 11,2008)--. Atmos Energy Corporation (NYSE:ATO) today reported consolidated results for its 2008 
fiscal year and fourth quarter ended September 30,2008. 

Fiscal 2008 net income was $1 80.3 million, or $2.00 per diluted share, compared with net income of $168.5 
million, or $1.92 per diluted share, the prior year. Fiscal 2007 net income included a noncash after-tax charge of 
$4.3 miIlion, or $0.05 per diluted share, related to the write-off of obsolete software and a nonregulated gas 
gathering project. 

Regulated operations contributed $134.1 million of net income, or $1.49 per diluted share during fiscal 2008, 
compared with $107.9 million of net income, or $1.23 per diluted share, during fiscal 2007. 

Nonregulated operations contributed $46.2 million of net income during fiscal 2008, or $0.5 1 per diluted share, 
compared with $60.6 million of net income, or $0.69 per diluted share, during fiscal 2007. Unrealized margins 
contributed $0.20 and $0.14 of net income per diluted share for fiscal 2008 and 2007. 
Atmos Energy ailirmed its fiscal 2009 earnings guidance of $2.05 to $2.15 per diluted share. 

For the three months ended September 30,2008, net income was $1.6 million, or $0.02 per diluted share, compared with a 
net loss of $5.9 million, or ($0.07) per diluted share, for the same period last year. Regulated operations reported a seasonal 
net loss of $14.7 million, or ($0.16) per diluted share, during the fiscal 2008 fourth quarter, compared with a seasonal net loss 
of $13.7 million, or ($0.15) per diluted share, in the prior-year period. Nonregulated operations contributed $16.3 million of 
net income during the fourth quarter of fiscal 2008, or $0.18 per diluted share, compared with $7.8 million of net income, or 
$0.08 per diluted share, in the prior-year quarter. Results for nonregulated operations for the prior-year quarter included an 
affier-tax charge of $2.0 million, or $0.02 per diluted share, to write off costs associated with a nonregulated natural gas 
gathering project. IJnrealized margins contributed $0.1 1 and $0.12 of net income per diluted share for the three months ended 
September 30,2008 and 2007. 

“We are extremely pleased with the financial results achieved in fiscal 2008,” said Robert W. Best, chairman and chief 
executive officer of Atmos Energy Corporation. “Regulated operations contributed 74 percent of our consolidated net income 
and experienced a year-over-year boost in 
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earnings per share of more than 20 percent. We remain committed to enhancing the stability and predictability of our 
regulated earnings by making incremental improvements to rate desi@ and making prudent, strategic investments in rate 
base. Our nonregulated operations contributed the remaining 26 percent of consolidated net income, reflecting the tenacity of 
this business in an environment of weakened natural gas market volatility and economic downturn. 

“Looking forward to fiscal 2009 and beyond, we remain focused on continuing to achieve annual earnings growth per share 
in the 4 percent to 6 percent range, on average,” Best said 

Results for the Year Ended September 30,2008 

Natural gas distribution gross profit increased to $1  .O billion for the year ended September 30,2008, compared with $952.7 
million in the same period last year, before intersegment eliminations. The $53.4 million year-over-year increase primarily 
reflects a net $40.7 million increase in rates and a $7.5 million accrual recorded during the fiscal 2007 fourth quarter for 
estimated unrecoverable gas costs that did not recur in the current year. 

Regulated transmission and storage gross profit increased $32.7 million to $1 95.9 million for the year ended September 30, 
2008, compared with $163.2 million in the prior year, before intersegment eliminations. The 20 percent increase primarily 
reflects higher revenues resulting from the company’s 2006 and 2007 filings under the Texas Gas Reliability Infrastructure 
Program (GRIP). Regulated transmission and storage gross profit also benefited from continued favorable market conditions 
in the Barnett Shale gas producing region in Texas, resulting in an 18 percent increase in consolidated throughput and higher 
per-unit margins. 

Natural gas marketing gross profit decreased $1 1.3 million to $93.0 million for the year ended September 30,2008, 
compared with $104.3 million in the prior year, before intersegment eliminations. The decrease primarily reflects a $35.0 
million decrease in Atmos Energy Marketing’s (AEM) realized storage and trading activities resulting .from a less-volatile 
natural gas market as well as AEM’s decision to defer physical storage withdrawals and reset its associated financial 
positions to forward months to increase the potential gross profit in future periods. DeJivered gas margins increased $1 6.6 
million as a result of capturing favorable basis gains coupled with a 5 percent increase in consolidated sales volumes. AEM’s 
unrealized margins increased $7.1 million during the 2008 fiscal year compared with the prior year, principally due to a 
narrowing of the spreads between current cash prices and forward natural gas prices. 

Pipeline, storage and other gross profit decreased $4.3 million to $28.3 million for the year ended September 30,2008, 
compared with $32.6 million in the prior year, before intersegment eliminations. The decrease was largely due to lower 
realized margins from storage and asset optimization activities in a less-volatile natural gas market, which created fewer 
opportunities to capitalize on price fluctuations. 

Consolidated operation and maintenance expense for the year ended September 30,2008, was $500.2 million, compared with 
$463.4 million last year. The $36.8 million increase primarily reflects higher pipeline maintenance, odorization, fuel and 
administrative costs. Additionally, the prior-year expense included the favorable effect of the Louisiana Public Service 
Commission’s decision to permit the recovery of $4.3 million of 1-Iurricane-Katrina-related expenses fiom customers. 
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Continued effective collection efforts during fiscal 2008 partially offset the increase in consolidated operation and 
maintenance expense. Bad debt expense decreased $4.0 million to $15.7 million, from $19.7 million last year, despite a 12 
percent year-over-year increase in gas costs. 

Interest charges for the year ended September 30,2008, were $137.9 million, compared with $145.2 million in the prior year. 
The $7.3 milIion year-over-year decrease primarily was due to lower average short-term debt balances experienced in the 
current period. This favorable variance was partially offset by a $6.3 million decrease in interest income principally 
associated with lower average cash balances in the current fiscal year. Interest income is reported as a component of 
miscellaneous income. 

Operating expenses for the year ended September 30,2007, included a $6.3 million noncash charge associated with the write- 
off of approximately $3.0 million of costs related to a nonregulated natural gas gathering project and about $3.3 million of 
obsolete software costs. 

The capitalization ratio at September 30,2008, was 54.6 percent, compared with 53.7 percent at September 30,2007. Short- 
term debt of $350.5 million was comprised of $330.5 million of borrowings under the company’s existing lines of credit and 
$20.0 miUion of commercial paper. Short-term debt was $150.6 million at September 30,2007, representing amounts 
outstanding under the company’s commercial paper program. 

Operating casli flow for the year ended September 30,2008, was $370.9 million, compared with $547.1 million duriug fiscal 
2007. The $176.2 million decrease primarily reflects the unfavorable timing of gas cost collections, an increase in cash 
required to collateralize risk management accounts as of September 30,2008, and changes in various other working capital 
items. 

Capital expenditures increased to $472.3 million for the year ended September 30,2008, from $392.4 million for the same 
period last year. The $79.9 million increase principally reflects spending in the Mid-Tex Division for the replacement of 
mains and regulatory compliance, the company’s new automated metering initiative in its natural gas distribution business 
and spending associated with two nonregulated growth projects. 

Results for the 2008 Fourth Quarter Ended September 30,2008 

Natural gas distribution gross profit increased $22.2 million to $175.4 million for the three months ended September 30, 
2008, compared with $153.2 million in the same period last year, before intersegment eliminations. The increase primarily 
reflects a net $9.1 million increase in rates and the aforementioned $7.5 million accnial for estimated unrecoverable gas costs 
that did not recur in the current period. 

Regulated transmission and storage gross profit increased $12.5 milljon to $53.1 million for the three months ended 
September 30,2008, compared with $40.6 million for the prior-year quarter. This increase primarily reflects higher revenues 
resulting from the company’s 2006 and 2007 filings under the Texas Gas Reliability Mastructure Program (GRIP). 
Regulated transmission and storage gross profit also benefited from continued favorable market conditions in the Barnett 
Shale gas producing area, resulting in the realization of higher per-unit margins and a 14 percent increase in consolidated 
throughput 

Natural gas marketing gross profit increased $14.7 million to $33.4 million for the three months ended September 30,2008, 
compared to $18,7 million for the same period one year ago, before 
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intersegment eliminations. The increase primarily reflects increased storage and trading margins as AEM realized a portion 
of the storage withdrawal gains that it captured earlier in the fiscal year after deferring storage withdrawals and resetting 
financial positions to forward months. Delivered gas margins increased $5.3 million largely due to AEM’s ability to earn 
higher per-unit margins from volatility attributable to weather-related events, which more than offset a 14 percent decrease in 
consolidated sales volumes. AEM’s unrealized margins decreased $4.6 million during the current quarter, compared with the 
prior-year quarter, principally due to a widening of the spreads between current cash prices and forward natural gas prices. 

Pipeline, storage and other gross profit increased $3.7 million to $9.5 million for the three months ended September 30,2008, 
&om $5.8 million for the thee months ended September 30,2007, before intersegment eliminations. The increase priman‘ly 
reflects higher unrealized margins. 

Consolidated operation and maintenance expense for the three months ended September 30,2008, was $141.2 million, 
compared with $12 1 .O million for the three months ended September 30,2007. The $20.2 million increase primarily reflects 
higher pipeline maintenance, employee and other administrative costs. Bad debt expense for the quarter was essentially flat 
compared with the prior-year quarter. 

Operating expenses for the three months ended September 30,2007, included a $3.0 million noncash charge associated with 
the write-off of costs related to a nonreguiated natural gas gathering project. 

Outlook 

The leadership of Atmos Energy remains focused on enhancing shareholder value by delivering consistent earnings growth. 
In October 2008, Amos Energy announced that it expected fiscal 2009 earnings to be in the range of $2.05 to $2.15 per 
diluted share, excluding any material mark-to-market impact. Net income from regulated operations is expected to be in the 
range of $140 million to $145 million, and net income fkom nonregulated operations is expected to be in the range of $47 
million to $52 million. Capital expenditures for fiscal 2009 are expected to range from $510 million to $525 million. 
Operation and maintenance expense is expected to range from $480 million to $490 million in fiscal 2009. “lie average 
number of shares outstanding in fiscal 2009 is expected to be between 91 million and 92 million. 

However, the mark-to-market impact on the nonregulated marketing company’s physical storage inventory at September 30, 
2009, and changes in events or other circumstances that the company cannot currently anticipate or predict, including adverse 
credit market conditions, could result in earnings for fiscal 2009 that are significantly above or below this outlook. Factors 
that could cause such changes are described below in Forward-Looking Statements and in other company documents on file 
with the Securities and Exchange Cornmission. 

Atmos Energy believes it has sufficient liquidity to support its operating and capital spending plans. Amounts available to the 
company under existing and new credit facilities coupled with operating cash flow should provide the necessary liquidity to 
find the company’s common stock dividend, working capital needs and capital expenditures for fiscal 2009. 
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Conference Call to be Wehcast November 12,2008 

Atrnos Energy will host a conference call wit% financial analysts to discuss the financial results for the 2008 fiscal year on 
Wednesday, November 12,2008, at 8 a.m. ET. The telephone number is 800-218-8862. The conference call will be webcast 
live on the Atmos Energy Web site at www.atmosenergy.com . A slide presentation and a playback of the call will he 
available on the Web site later that day. Atmos Energy officers who will participate in the conference call include: Bob Best, 
chairman and chief executive officer; Kirn Cocklin, president and chief operating officer; Pat Reddy, senior vice president 
and chief financial officer; Mark Johnson, senior vice president, nonregulated operations; Fred Meisenheimer, vice president 
and controller; Laurie Sherwood, vice president, corporate development, and treasurer; and Susan Giles, vice president, 
investor relations. 

Other Highlights and Recent Developments 

Election of New Director 
On August 6,2008, Ruben E. Esquivel was elected to the Board of Directors, effective September 1 , 2008, with his term 
expiring at the 2009 annual meeting of shareholders. Mi. Esquivel was also appointed to serve as a member of the Audit 
Committee and Human Resources Committee. With Mr. Esquivel’s election, the company currently has 14 directors serving 
on its Board of Directors. 

Appointment of President and Chief Operating Officer 
Effective October 1,2008, Kim R. Cockl i  became the president and chief operating officer of Amos Energy Corporation. 
Mi. Cockli  previously served as senior vice president of the company’s regulated operations. Robert W. Best continues to 
serve as the chairman and chief executive officer. 

$212.5 Million Revolving Credit Facility 
On October 29,2008, Atmos Energy Corporation entered into a $212.5 million, 364-day committed revolving credit hcility. 
The credit facility will expire on October 27,2009. This credit facility replaces the company’s $300 million, 364-day 
revolving credit facility on essentially the same terms but at a substautially higher cost. 

This news release should be read in conjunction with the attached unaudited financial information. 
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Forward-Looking Sta tern en ts 

The matters discussed in this news release may contain “forward-looking statements” within the meaning of Section 27A of 
the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. M statements other than statements of 
historical fact included in this news release are forward-looking statements made in good faith by the company and are 
intended to qualifjr for the safe harbor from liability established by the Private Securities Litigation Reform Act of 1995. 
When used in this news release or in any of the company’s other documents or oral presentations, the words “anticipate,” 
‘[believe,” “estimate,” “expect,” “forecast,” “goal,” “intend,” “objective,” “plan,” “projection,” “seek,” “strategy” or similar 
words are intended to identie forward-looking statements. Such forward-looking statements are subject to risks and 
uncertainties that could cause actual results to differ materially from those discussed in this news release, including the risks 
and uncertainties relating to regulatory trends and decisions, the company’s ability to continue to access the capital markets 
and the other factors discussed in the company’s filings with the Securities and Exchange Commission. These factors include 
the risks and uncertainties discussed in the company’s Annual Report on Form 10-K for the fiscal year ended September 30, 
2007, and in the company’s Quarterly Report on Form 10-Q for the three and nine months ended June 30,2008. Although the 
company believes these forward-looking statements to be reasonable, there can be no assurance that they will approximate 
actual experience or that the expectations derived fiom them will be realized The company undertakes no obligation to 
update 01’ revise forward-looking statements, whether as a result of new information, future events or otherwise. 

About Atmos Energy 

Amos Energy Corporation, headquartered in Dallas, is the country’s largest naturaf-gas-only distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states from the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Atmos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primarily in the Midwest and Southeast and manages company-owned 
natural gas pipeline and storage assets, including one of the largest intrastate natural gas pipeline systems in Texas. Atmos 
Energy is a Fortune 500 company. For more information, visit www.atmosenergy2c-. 
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Atmos Energy Corporation 
Financial Highlights OJnaudited) 

Sfatements of Income 
(000s except per share) 

Gross Profit: 
Natural gas distribution segment 
Regulated transmission and storage segment 
Natural gas marketing segment 
Pipeline, storage and other segment 
Intersegment eliminations 

Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
Taxes, other than income 
Impairment of long-lived assets 

Total operating expenses 

Operating income 

Miscellaneous income 
Interest charges 

Income before income taxes 
Income tax expense 
Net income 

Basic net income per share 
Diluted net income per share 

Cash dividends per share 

Weighted average shares outstanding: 
Basic 
Diluted 

Summary Net Inconie by Segment (000s) 

Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage and other 

Consolidated net income 

Year Ended September 30 

2008 2007 

$1,006,066 $ 952,684 
1 95,9 17 163,229 
93,02 1 104,311 
28,3 13 32,608 
(1,991) (2,750) 

1,321,326 1,250,082 

500,234 463,373 
200,442 198,863 
192,755 182,866 
- 6,344 

893,43 1 85 1,446 

427,895 398,636 

2,73 1 9,184 
137,922 145,236 

292,704 262,584 
112,373 94,092 

$ 180,331 $ 168,492 
~- 

$ 2.02 $ 1.94 
$ 2.00 $ 1.92 

$ 1.30 $ 1.28 

89,385 86,975 
90,272 87,745 

Year Ended September 30 

2008 2007 - 

$ 92,648 $ 73,283 
4 1,425 34,590 
29,989 45,769 
16,269 14,850 

$ 180,331 $ 168,492 

7 

Percentage 

Change 

6% 
20% 

(13)% 
28% 

6% 

8% 
1 Yo 
5% 

(1 I)% 

(1 OO)% 
5% 

7% 

(70)% 
(5)?! 

11% 
19% 
7% 

-- 
= 

Percentage 

Change 

26% 
20% 

(34)% 
10% 
7% 
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Atmos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Statements of bswm 
(000s except per share) 

Gross Profit: 
Natural gas distribution segment 
Regulated transmission and storage segment 
Natural gas marketing segment 
Pipeline, storage and other segment 
Intersegment eliminations 

Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
Taxes, other than income 
Impairment of long-lived assets 

Total operating expenses 

Operating income 

Miscellaneous income (loss) 
Interest charges 

Income (loss) before income taxes 
Income tax expense (benefit) 
Net income (loss) 

Basic net income (loss) per share 
Diluted net income (loss) per share 

Cash dividends per share 

Weighted average shares outstanding: 
Basic 
Diluted 

Summary Net Income (Loss) by Segment (000s) 

Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage arid other 

Consolidated net income (loss) 

Tliree Months Ended 
September 30 

2008 2007 

$175,414 $153,227 
53,145 40,582 
33,357 18,700 

9.457 5,807 
- f301) (528) 
271,072 217,788 

141,170 121,000 
52,783 49,828 
39,585 33,172 

__ 3,055 
233,538 207,055 

37,534 10,733 

1,501 
35,963, 34,119 

-- 

(243) 

3,172 (23,729) 
1,590 (17,815) 

$ 1,582 $ (5,914) 

$ 0.02 $ (0.07) 
$ 0.02 $ (0.07) 

$ .325 $ .320 

89,883 88,581 
90,761 88,581 

Three Months Ended 
September 30 

2008 2007 -- 
$(20,794) $(19,181) 

6,089 5,504 
10,424 5,401 

2,362 5 863 
$ 1,582 $ (5,914) 
-.) -- 

8 

Percentage 

Chanxe 

14% 
3 1% 
78% 
63% 
43% 
24% 

17% 
6% 

19% 

13% 

250% 

(116)% 

-- 

(1 OO)% 

(5)% 

113% 
109% 
127% 

Percentage 

Change 

(8)% 
11% 
93% 

148% 
127% 
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Atmos Energy Corporation 
Financial Highlights, continued GJnaudited) 

Condcnse_d*Baiancc Shcce 
(000s) 

Net property, plant and equipment 

Cash and cash equivalents 
Accounts receivable, net 
Gas stored underground 
Other current assets 

TotaJ current assets 

Goodwill and intangible assets 
Deferred charges and other assets 

Shareholders' equity 
Long-term debt 

Total capitaIization 

Accounts payable and accrued liabilities 
Other current liabilities 
Short-term debt 
Current maturities of long-term debt 

Total current liabilities 

Deferred income taxes 
Deferred credits and other liabilities 
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September 30, 

2008 --. 

$4,136,859 

46,7 1 7 
477,151 
576,617 
184 619 

1,285,104 

739,086 
225.650 

--..A 

$2,052,492 
2,119,792 

4,172,284 

395,388 
460,372 
350,542 

785 

1,207,087 

441,302 
566,026 

$' 6,386,699 

September 30, 

2007 

$3,836,836 

60,725 
380,133 
515,128 
111,189 

1,067, I 75 

737,692 
253.494 

$1,965,754 
2,126,3 15 

4,092,069 

355,255 
408,273 
150,599 

3,83 1 

917,958 

370,569 
5 14,60 1 

$5,895,197 

-- 
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Atmos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Year Ended September 30 
2008 2007 

condensed Statements of Cash Flows 
(000s) 

Cash flows from operating activities 

Net income 
Impairment of long-lived assets 
Depreciatiou and amortization 
Deferred income taxes 
Changes in assets and liabilities 
Other 

Cash flows from investing activities 

Capital expenditures 
Other, net 

Cash flows from financing activities 

Net increase (decrease) in short-term debt 
Net proceeds from long-term debt offering 
Settlement of Treasury lock agreement 
Repayment of long-term debt 
Cash dividends paid 
Net proceeds fi-om equity offering 
Issuance of common stock 

Net cash provided by operating activities 

Net cash used in investing activities 

Net cash provided by (used in) hancing activities 

Net decrease in cash and cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end of period 

$ 168,492 
6,344 

199,055 
62,121 
89,813 
21.270 

$ 180,331 

2003 8 9 
97,940 

(127,132) 
19,205 

370,933 

I 

547,095 

(472,273) 

(483,009) 
(1 0,736) 

(392,435) 
(10,436) 

(402,871) 

(2 13,242) 
247,2 17 

4,750 
(303,185) 
(1 1 1,664) 
19 1,9 13 
24 897 

(1 59,3 14) 

(15,090) 
75,815 

$ 60,725 

-L 

200,174 
- 
.- 

(1 0,284) 
(1 17,288) 

25,466 
98,068 

(14,008) 
60,725 

$ 46,717 

- 

Three Months Ended 
September 30 Year Ended September30 

2008 2007 - 2008 2007 Statisties 
Consoiidated natural gas distribution throughput (MMcf 

62,057 60,789 429,354 427,869 as metered) 

transportation volumes (MMcf) 

(MMcf) 

Consolidated regulated transmission aud storage 

Consolidated natural gas marketing sales volumes 

Natura1 gas distribution meters in service 
Natural gas distribution average cost of gas 
Natura1 gas marketing net physical position (Bcf) 

65,784 146,046 595,542 505,493 

91,041 106,343 389,392 370,668 
91,779 3,187,127 3,191,779 3,187,127 

11.39 $ 7.29 $ 9.05 $ 8.09 
8.0 12.3 8.0 12.3 

3, 
$ 
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SECUR1TTlli)S AND EXCHANGE COMMICSSION 
Washington, D.C. 20549 

Form 8-K 

Current Report Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 

October 29,2008 
Date ofReport (Date ofearliest event reported) 

ATMOS ENERGY CORPORATION 
axact  Name of Resistrant as Spccifial in its Charter) 

TEXAS AND VIRGINIA 
(State or Other Jurisdiction 

of Incorporation) 

1-10042 
(Commission Me Number) 

1800 THREE I~INCOLN CENTRE, 

(Address of Principal Executive Officer) 
5430 LB J FREEWAY, DALLAS, TEXAS 

(972) 934-9227 
(Registrant's Telephone Number, Including Area Code) 

Not Applicable 
(Formcr Name or Former Address, if Changed Smce Last Report) 

75- 1743247 
(LRS. Employer 

Identification No.) 

75240 
(Zip Code) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the 
registrant under any of the foIlowing provisions: 

0 

0 

17 

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 
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Item 1.01. Entry into a Material Definitive Agreement. 
On October 29,2008, Atmos Energy Corporation (the “Company) entered into a $212.5 million Revolving Credit Agreement 
(364 Day Facility) (the “credit facility”), with SunTrust Bank as Administrative Agent, Bank of America, N.A. as Syndication 
Agent, U.S. Bank National Association as Documentation Agent and Wells Fargo Bank, N.A. as Managing Agent and a 
syndicate of IO lenders identified therein. The credit facility replaces the $300 million Revolving Credit Agreement (364 Day 
Facility) with SunTrust Bank, as Administrative Agent, Wachovia Bank, N.A. as Syndication Agent and Bank of America, 
N.A., JPMorgan Chase Bank, N.A. and the Royal Bank of Scotland plc as Co-Documentation Agents, and a syndicate of 14 
lenders identified therein, which was entered into on November 1, 2007 and expired October 29,2008. ‘I’he credit facility will 
continue to supplement the Company’s $600 million working capital facility (the “5 Year Facility”) entered into on 
December 15,2006 and contains substantially the same terms as both the previous 364 day faciIity and the 5 Year Facility. 
The credit facility will be used to provide up to $212.5 million of additional working capital to the Company. 

Borrowings under the credit facility will bear interest at a rate dependent on the Company’s credit ratings at the time of such 
borrowing and based, at the Company’s election, on a base rate or LlBOR for the applicable interest period (one, two, three or 
six months). In the case of borrowings based either on the base rate or on LIBOR, an applicable niargin ranging fiom 1.25% to 
2.50% per annum would be added, based on the Company’s then current credit ratings. The base rate is defined as the highest 
of (i) the per annum rate of interest established by SunTrust Bank as its prime lending rate at the t h e  of such borrowing, 
(ii) the Federal Funds Rate, as in effect at the time of borrowing, plus one-half of one percent (0.50%) per annum or (E) the 
one-month LJBOR. Based on the current prime rate charged by SunTrust Bank, the current Federal Funds Rate, the one-month 
1,TBOR and the Company’s current credit ratings, borrowings at the base rate would bear interest at 4.50% per annum, plus an 
applicable margin of 2.00% per annum, or an effective total interest rate of 6.50% per annum. Based on the current LIBOR for 
a one-month period and the Company’s current credit ratings, borrowings at LIBOR would bear interest at 3.1 175% per 
annum, plus an applicable margin of 2.00% per annum, or an effective total interest rate of 5.1 175% per annum. 

The Company must also pay commitment fees quarterly in arrears on the average daily unused portion of the credit facility at 
rates ranging from 0.250% to 0.750% per annum, dependent on the Company’s credit ratings. Based upon the Company’s 
current credit ratings, the commitment fee would be at the rate of 0.500%. 

The credit facility will expire on October 2‘7,2009, at which time all outstanding amounts under the credit facility will be due 
and payable. The credit facility contains usual and customary covenants for transactions of this type, inchding covenants 
limiting liens, substantial asset sales and mergers. In addition, the credit facility provides that during the term of the facility, 
the Company’s debt to capitalization ratio as of the last day of each of its fiscal quarters shall be less than or equal to 0.70 to 
1 .OO, excluding kom the calculation of debt (i) any pension and other post-retirement benefits liability adjustments recorded in 
accordance with generally accepted accounting principles; and (ii) an amount of hybrid securities, as defined in the credit 
facility (generally, deferrable interest subordinated debt with a maturity of at least 20 years), not to exceed a total of 15% of 
total capitalization. 

In the event of a default by the Company under the credit facility, including cross-defaults relating to specified other 
indebtedness of the Company, SunTrust Bank may, upon the consent of a certain minimum number of lenders, and shall, upon 
the request and direction of such lenders, terminate the commitments made under the credit facility, declare the amount 
outstanding, including all accrued interest and unpaid fees, payable immediately, and enforce any and all rights and interests 
created and existing under the credit facility documents, including, without limitation, all rights of set-off and all other rights 
available under the law. For certain events of default relating to insolvency, bankruptcy or receivership, the commitments are 
automatically terminated and the amounts outstanding automatically become payable immediately. 

2 
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_ _  ~ __ - 

With respect to the other parties to the credit facility, most of whom are also parties to the 5 Year Facility discussed above, the 
Company also has or may have had customary banking relationships based on the provision of a variety of financial services, 
including pension fund, cash management, investment banking, and equipment financing and leasing services, none of which 
are material individually or in the aggregate with respect to any individual party. A copy of the credit facility is attached hereto 
as Exhibit 10.1 and is incorporated herein by reference. The foregoing summary does not purport to be complete and is 
qualified in its entirety by reference to the credit facility. 

Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a 

The information described in Item 1.01 above is hereby incorporated herein by reference. 
Registrant. 

Item 9.01. Financial Statements and Exhibits. 
(d) Exhibits. 

10.1 Revolving Credit Agreement (364 Day Facility), dated as of October 29,2008, among 
Amos Energy Corporation, the Lenders from time to time parties thereto, SunTrust 
Bank as Administrative Agent, Bank of America, N.A. as Syndication Agent, U.S. 
Bank National Association as Documentation Agent and Wells Fargo Bank, N.A. as 
Managing Agent 

3 
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SIGNATURE 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be ( 
signed on its behalf by the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORATION 
(Registrant) 

DATE: November 3,2008 

4 

By: /s /  LOUIS P. GREGORY 
Louis P. Gregory 
Senior Vice President and Genera1 Couiisel 
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INDEX TO EXHIBITS 

Exhibit 
Number Description 
10.1 Revolving Credit Agreement (364 Day Facility), dated as of October 29,2008, among Atmos Energy 

Covoration, the Lenders fiom time to time parties thereto, SunTrust Bank as Administrative Agent, Bank of 
America, N.A. as Syndication Agent, U.S. Bank National Association as Documentation Agent and Wells Fargn 
Bank, N.A. as Managing Agent 

5 
Exhibit 10.1 

&ecutio?z Version 

RE,VOLVING CREDIT AGREEMENT 
(364 Day Facility) 

dated as of October 29,2008 

among 

ATMOS ENERGY CORPORATION, 
as Borrower, 

THE LENDERS FROM TIME TO TIME PARTY BERETQ, 

SUNTRUST BANK, 
as Administrative Agent, 

BANK OF AMERICA, N.A. 
as Syndication Agent, 

U.S. BANK NATIONAL ASSOCIATEON 
as Documentation Agent, 

and 

WELLS FARGO BANK, N.A. 
as Managing Agent 

SUNTRUST ROBINSON ITUMPHREY, LNC. 

and 

BANC OF AMERICA SECURlTTES LLC, 

As Joint Lead Arrangers and Joint Book Managers 
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REVOLVING CREDIT AGREEMENT 

THIS REVOLVING CREDIT AGREEMENT (this " Agreement ") is made and entered into as of October 29, 
2008, by and among ATMOS ENERGY CORPORATION, a Texas and Virginia corporation (the " Borrower "), the several 
banks and other financial institutions and lenders from time to time party hereto (the " Lenders "), and SUNTRUST BANK, in 
its capacity as administrative agent for the Lenders (the " Administrative Age&"). 

WJ T N  E S S  ETH: 

WHEREAS, the Borrower has requested that the Lenders establish in favor ofthe Borrower a $300,000,000 

WHEREAS , subject to the terms and conditions of this Agreement, the Lenders, to the extent of their respective 

revolving credit facility having a scheduled term of 364 days; 

Commitments as defined herein, are willing severally to establish the requested revolving credit facility in favor of the 
Borrower. 

NOW, THEREFORE , in consideration of the premises and the mutual covenants herein contained, the Borrower, 
the Lenders and the Administrative Agent agree as follows: 

ARTICLE I 

QEFJNTIONS; CONSTRucTION 

Section 1.1. Definitions . In addition to the other terms defined herein, the following terms used herein shall have 

" Additional Commitment Amount " shall have the meaning set forth in Section 2.21 . 
" Additional Lender " shall have the meaning set forth in Section 2.21 . 
" Adjusted LIB0 Rate '' shall mean, with respect to each Tnterest Period for a Eurodollar Borrowing, the rate per 

the meanings herein specified (to be equally applicable to both the singular and plural forms of the terms defined): 

annum obtained by dividing (i) LlBOR for such Interest Period by (ii) a percentage equal to 1 .OO minus the Eurodollar Reserve 
Percentage. 

form prepared by the Administrative Agent and submitted to the Administrative Agent duly completed by such Lender. 

direct or indirect common control with such Person. A Person shall be deemed to control another Person jf such Person 
possesses, directly or indirectly, the power (a) to vote 10% or more of the securities having ordinary voting power for the 
election of directors of such other Person or (b) to direct or cause direction of the management and policies of such other 
Person, whether through the ownership of voting securities, by contract or otherwise. 

" Administrative Questionnaire " shall mean, with respect to each Lender, an administrative questionnaire in the 

" Affiliate '' shall mean, as to any Person, any other Person directly or indirectly controlling, controlled by or under 

9/17/2009 
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” Aggrepate Comrnim-ent Amount ” shall mean the aggregate principal amount of the Aggregate Commitments 

‘‘ A s e g a t e  Commitmegtt-” shall mean, collectively, all Commitments of all Lenders at any time outstanding. 

“ Applicable Commitment Fee PercentaFe ” shall mean, as of any date, with respect to the Commitment Fee as of 
any date, the percentage per annum determined by reference to the applicable Rating Category as set forth on Schedule I ; 
provided , that a change in the Applicable Commitment Fee Percentage resulting from a change in the Rating Category shall 
be effective on the day on which either rating agency changes its rating and shall continue until the day prior to the day that a 
flirther change becomes effective. Notwithstanding the foregoing, the Applicable Commitment Fee Percentage for the 
Commitment Fee from the Closing Date until the first change in the applicable Rating Category after the Closing Date shall be 
at Level lII as set forth on Schedule I . 

“ Applicable Lendin? Office ” shall mean, for each Lender and for each Type of Loan, the “Lending Ofice” of such 
Lender (01. an Affiliate of such Lender) designated for such Type of Loan in the Administrative Questionnaire submitted by 
such Lender or such other office of such Lender (or an Affiliate of such Lender) as such Lender may from time to time specify 
to the Administrative Agent and the Borrower as the office by which its Loans of such Type are to be made and maintained. 

applicable Rating Category from time to time in effect as set forth on Schedule 1 ; provided that a change in the Applicable 
Margin resulting from a change in the Rating Category shall be effective on the day on which any rating agency changes its 
rating and shall continue until the day prior to the day that a further change becomes effective. Notwithstanding the foregoing, 
the Applicable Margin from the Closing Date until the first change in the applicable Rating Category after the Closing Date 
shall be at Level IlT as set forth on ScheduleJ-. 

from time to time. On the Closing Date, the Aggregate Commitment Amount equals $212,500,000. 

‘I Applicable Margin ” shall mean, as of any date, the percentage per annum determined by reference to the 

“ Approved F M  shall mean any Person (other than a natural Person) that is (or will be) engaged in making, 
purchasing, holding or otherwise investing in commercial loans and similar extensions of credit in the ordinary course of its 
business and that is administered or managed by (i) a Lender, (ii) an Affiliate of a Lender or (iii) an entity or an Affiliate of an 
entity that administers or manages a Lender. 

“ Assignmsgkand Acceptance.’’ shall mean an assignment and acceptance eutered into by a Lender and an assignee 
(with the consent of any party whose consent is required by Section 9.4@)-) and accepted by the Administrative Agent, in the 
form of Exhibit A attached hereto or any other form approved by the Administrative Agent. 

2 
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“ &$!abi!ity Period ” shall mean the period from the Closing Date to the Commitment Termination Date. 

“ Bankruptcy Code ” shall mean the Bankruptcy Code in Title 11 of the United States Code, as amended, modified, 

“ Base Rate ” shall mean the highest of (i) the per annum rate which the Administrative Agent publicly announces 

succeeded or replaced from time to time. 

fiom time to time to be its prime lending rate, as in effect from time to time, (ii) the Federal Funds Rate, as in effect from time 
to time,plur one-half of one percent (050%) and (iii) the one-month Adjusted LIB0 Rate, which rate shall be determined on a 
daily basis. The Administrative Agent’s prime lending rate is a reference rate and does not necessarily represent the lowest or 
best rate charged to customers. The Administrative Agent may make commercial loans or other loans at rates of interest at, 
above or below the Administrative Agent’s prime lending rate. Each change in the Administrative Agent’s prime lending rate 
shall be effective from and including the date such change is publicly announced as being effective, 

‘‘ borrow in^ ” shall mean a borrowing consisting of Loans of the same Type, made, converted or continued on the 
same date and in the case of Eurodollar Loans, as to which a single Interest Period is in effect. 

“ Business Day ’’ shall mean (i) any day other than a Saturday, Sunday or other day on which commercial banks in 
Atlanta, Georgia and New York, New York are authorized or required by law to close and (ii) if such day relates to a 
Borrowing of, a payment or prepayment of principal or interest on, a conversion of or into, or an Interest Period for, a 
Eurodollar Loan or a notice with respect to any of the foregoing, any day on which dealings in Dollars are carried on in the 
London interbank market. 

“ Qpital Stock ’If shall mean (a) in the case of a corporation, all classes of capital stock of such corporation, (b) in 
the case of a partnership, partnership interests (whether general or limited), (c) in the case of a limited liability company, 
membership interests and (d) any other interest or participation that confers on a Person the right to receive a share of the 
profits and losses of, or distributions of assets of, the issuing Person. 

“ Change in Law ” shall mean (i) the adoption of any applicable law, rule or regulation after the date of this 
Agreement, (ii) any change in any applicable law, rule or regulation, or any change in the interpretation or application thereof, 
by any Governmental Authority after the date of this Agreement, or (iii) compliance by any Lender (or its Applicable Lending 
Office) (or for purposes of Section 2.15(b ), by such Lender’s parent corporation, if applicable) with any request, guideline or 
directive (whether or not having the force of law) of any Governmental Authority made or issued after the date of this 
Agreement. 

“ Change of Controi ” shall mean either of the following events: 
(a) any “person” or “group” (within the meaning of Section 13(d) or 14(d) of the Exchange Act) has become, 

directly or indirectly, the ‘%beneficial owner” (as defined in Rules 13d-3 (other than subsection (d) thereof) and 13d-5 
under the Exchange Act), by way of merger, consolidation or otherwise of 40% or more of the voting power 
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of the Borrower on a hlly-diluted basis, after giving effect to the conversion and exercise of all outstanding warrants, 
options and other securities of the Borrower convertible into or exercisable for voting stock of the Borrower (whether or 
not such securities are then currently convertible or exercisable); or 

(b) during any period of two consecutive calendar years, individuals who at the beginning of such period 
constituted the board of directors of the Borrower together with any uew members of such board of directors whose 
elections by such board of directors or whose nomination for election by the stockholders of the Borrower was approved 
by a vote of a majority of the members af such board of directors then still in office who either were directors at the 
beginning of such period or whose election or nomination for election was previously so approved cease for any reason to 
constitute a majority of the directors of the Borrower then in office. 

" Charges " shall have the meaning set forth in Section 9.12 . 
" Closin~! Date " shall mean the date on which the conditions precedent set forth in Section 3.1 and Section 3.2 have 

" Q&k" shall mean the Internal Revenue Code of 1986, as amended from time to time, and the rules and regulations 

been satisfied or waived in accordance with Section 9.2 . 

promulgated thereunder. 

Borrower in an aggregate principal amount not exceeding the amount set forth with respect to such Lender on Schedule II , as 
such schedule may be amended pursuant to Section 2.2 1 , or in the case of a Person becoming a Lender after the Closing Date 
through an assignment of an existing Commitment, the amount ofthe assigned "Commitrrient" as provided in the Assignment 
and Acceptance executed by such Person as an assignee, as the same may be increased or deceased pursuant to terns hereof. 

" Commitment " shall mean, with respect to each Lender, the obligation of such Lender to make Loans to the 

" Comrnitment Fee " shaU have the meaning set forth in Section 2.1 1 (b) . 
" Commitment Termination Date " shall mean the earliest of (i) October 27,2009, (ii) the date on which the 

Commitments are terminated pursuant to Section 2.6 and (iii) the date on which alj amounts outstanding under this Agreement 
have been declared or have automatically become due and payable (whether by acceleration or otherwise). 

containing the certifications set forfh in, the certificate attached hereto as Exhibit 5.1(c) . 

worth of the Borrower and its Subsidiaries on a consolidated basis, as determined in accordance with GAAP plus (b) the 
aggregate principal amount of Preferred Securities plus (c) the aggregate Minority Interests in Subsidiaries plus 
(d) Consolidated Funded Debt. 

" Compliance Certificate " shall mean a certificate from a Financial Officer of the Borrower in the form of, and 

" Consolidated Capitalization " shall mean, without duplication, the sum of (a) all of the shareholders' equity or net 
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‘‘ Consolidated Funded Debt ” shall mean, without duplication, the sum of (a) all indebtedness of the Borrower and 
its Subsidiaries for borrowed money, (b) all purchase money indebtedness of the Borrower and its Subsidiaries (other than 
trade accounts payable), (c) the principal portion of all obligations of the Borrower and its Subsidiaries under capital leases, 
(d) all commercial letters of credit and all performance and standby letters of credit issued or bankers’ acceptances created for 
the account of the Borrower or one of its Subsidiaries, including, without duplication, all unreimbursed draws thereunder, 
(e) all Guaranty Obligations of the Borrower and its Subsidiaries with respect to funded indebtedness ofanother Person of the 
types listed in clauses (a) through (d), (f) all indebtedness of another entity secured by a Lien on any property of the Borrower 
or any of its Subsidiaries whether or not such indebtedness has been assumed by the Borrower or any of its Subsidiaries, (g) aJ1 
indebtedness of any partnership or unincorporated joint venture to the extent the Borrower or one of its Subsidiaries is legally 
obligated with respect thereto, net of any assets of such parhership or joint venture and in the case of the Capital Stock of such 
partnership or joint venture being held by a Subsidiary, limited to the net worth of such Subsidiary, (h) all obligations of the 
Borrower and its Subsidiaries to advance or provide funds or other support for the payment or purchase of funded indebtedness 
(including, without limitation, maintenance agreements, comfort letters or similar agreements or arrangements) (other than as 
may he given in respect of A h o s  Energy Marketing, LLC (,‘AF,M)) and (i) the principal balance outstanding under any 
synthetic lease, tax retention operating lease, off-balance sheet loan or similar off-balance sheet financing product of the 
Borrower or one of its Material Subsidiaries where such transaction is considered borrowed money indebtedness for tax 
purposes but is classified as an operating lease in accordance with GAAP; provided , however, that (x) neither the 
indebtedness of AEM incurred in connection with the purchase of gas by AEM for resale to the Borrower nor the guaranty by 
the Borrower or one of its Subsidiaries of such indebtedness shall be included in this definition if such indebtedness has been 
outstanding for less than two months fiom the date of its incurrence by AEM and (y) for the purposes of calculating the Debt 
to Capitalization Ratio, Consolidated Funded Debt will exclude (to the extent otherwise included in Consolidated Funded 
Debt) (i) any pension and other post-retirement benefits liability adjustments recorded in accordance with GAAP and (ii) an 
amount of Hybrid Securities not to exceed a total of 15% of Consolidated Capitalization. 

‘’ Consolidated Net Property ” shaIl mean the Fixed Assets less, without duplication, the amount of accumulated 
depreciation and amortization attributable thereto. 

‘‘ Contractual Oblipation ” of any Person shall mean any provision of any security issued by such Person or of any 
agreement, i n s h e n t  or undertaking under which such Person is obligated or by which it or any of the property in which it 
has an interest is bound. 

“ Credit Documents ” shall mean, collectively, this Agreement, any promissory notes issued pursuant to this 
Agreement, the Fee Letter, all Notices of Borrowing, all Notices of ConversiodContinuation, all Compliance Certificates and 
any and all other instruments, agreements, documents and writings executed in connection with any of the foregoing. 

“ Credit Exposure ” shall mean, with respect to any Lender at any time, the outstanding principal amount of such 
Lender’s Loans. 
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“ Debt to Capitalization Ratio.” shall mean the ratio of (a) Consolidated Funded Debt to (b) Consolidated 

“ Default ” shall mean any act, condition or event that, with the giving of notice or the lapse of time or both, would 

“ Defaulting Lender ” means, at any time, any Lender that, at such time (a) is a Non-Funding Lender, or (b) has 

Capitalization. 

constitute an Event of Default. 

otherwise failed to pay to the Administrative Agent or any Lender an amount owed by such Lender pursuant to the terms of 
any Credit Document. 

“ Default Interest ” shall have the meaning set forth in Section 2.JQ@)-. 

“ Dollar~s~ ” and the sign “!$” shall mean lawfbl money of the United States of America. 

“ Environmental Laws ” shall mean any current or future legal requirement of any Governmental Authority 
pertaining to (a) the protection of health, safety, and the indoor or outdoor environment, (b) the conservation, management, or 
use of natural resources and wildlife, (c) the protection or use of surface water and groundwater or (d) the management, 
manufacture, possession, presence, use, generation, transportation, treatment, storage, disposal, release, threatened release, 
abatement, removal, remediation or handling of, or exposure to, any hazardous or toxic substance or material or (e) pollution 
(including any release to land surfkce water and groundwater) and includes, without limitation, the Comprehensive 
Environmental Response, Compensation, and Liability Act o f  1980, as amended by the Superfund Amendments and 
Reauthorization Act of 1986,42 USC 9601 et seq. , Solid Waste Disposal Act, as amended by the Resource Conservation and 
Recovery Act of 1976 and Hazardous and Solid Waste Amendment of 1984,42 USC 6901 et seq. , Federal Water Pollution 
Control Act, as amended by the CIean Water Act of 1977,33 USC 1251 et seq., Clean Air Act of 1966, as amended, 42 USC 
7401 etseq. , Toxic Substances Control Act of 1976,15 USC 2601 et seq., Hazardous Materials Transportation Act, 49 USC 
App. 1801 et seq. , Occupational Safety and Health Act of 1970, as amended, 29 USC 651 et seq. , Oil Pollution Act of 1990, 
33 USC 2701 et seq  , Emergency Planning and Community Right-to-Know Act of 1986,42 USC 11001 et seq. , National 
Environmental Policy Act of 1969,42 USC 4321 et seq. , Safe Drinking Water Act of 1974, as amended, 42 USC 300(f) et 
seq. , any analogous implementing or successor law, and any amendment, rule, regulation, order, 01 directive issued 
thereunder. 

“ ERISA ” shall mean the Employee Retirement Income Security Act of 1974, as amended, and any successor 
statute thereto, as interpreted by the rules and regulations thereunder, all as the same may be in effect fiom time to time. 
References to sections of ERISA shall be construed also to refer to any successor sections. 

Borrower or any o f  its Subsidiaries within the meaning of Section 4001 (a)(14) of ERISA, or is a member of a group which 
includes the Borrower or any of its Subsidiaries and which is treated as a single employer under Sections 414(b), (c), (m), or 
(0) of the Code. 

“ ERISA Affiliate ” shall mean an entity, whether or not incorporated, which is under common control with the 
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‘‘ Eurodollar ” when used in reference to any Loan or Borrowing, refers to whether such Loan, or the Loans 
comprising such Borrowing, bears interest at a rate determined by reference to the Adjusted LIBO Rate. 

“ Eurodollar Reserve Percentape ” shall mean the aggregate of tbe maximum reserve percentages (including, without 
limitation, any emergency, supplemental, special or other marginal reserves) expressed as a decimal (rounded upwards to the 
next 1/100 hof 1%) in effect on any day to which the Administrative Agent is subject with respect to the Adjusted LIBO Rate 
pursuant to regulations issued by the Board of Governors of the Federal Reserve System (or any Governmental Authority 
succeeding to any of its principal functions) with respect to eurocurrency funding (currently referred to as “eurocurrency 
liabilities” under Regulation D). Eurodollar Loans shall be deemed to constitute eurocurrency finding and to be subject to 
such reserve requirements without benefit of or credit for proration, exemptions or offsets that may be available from time to 
time to any Lender under Regulation D. The Eurodollar Reserve Percentage shall be adjusted automatically on and as of the 
effective date of any change in any reserve percentage. 

“ Lvmt of Defauk” shall have the meaning provided in Section7.J . 
“ Exchange.&t” shall mean the Securities Exchange Act of 1934, as amended, and the rules and regulations 

promulgated thereunder. 

“ Excluded Taxes ” shall mean with respect to the Administrative Agent, any Lender or any other recipient of any 
payment to be made by or on account of any obligation of the Borrower hereunder, (a) income or franchise taxes imposed on 
(or measured by) its net income by the United States of America, or by the jurisdiction under the laws of which such recipient 
is organized or in which its principal office is located or, in the case of any Lender, in which its applicable lending office is 
located, (b) any branch profits taxes imposed by the United States of America or any similar tax imposed by any other 
jurisdiction in which any Lender is located and (c) in the case of a Foreign Lender, any withholding tax that (i) is imposed on 
amounts payable to such Foreign Lender at the time such Foreign Lender becomes a party to this Agreement, (ii) is imposed 
on amounts payabIe to such Foreign Lender at any time that such Foreign Lender designates a new lending office, other than 
taxes that have accrued prior to the designation of such lending ofice that are otherwise not Excluded Taxes, and (iii) is 
attributable to such Foreign Lender’s failure to comply with Section 2.17(e) . 

among the Borrower, the lenders identsed therein and SunTrust Bank, as administrative agent, as amended, modified, 
supplemented or replaced from time to time. 

“ Existing Credit Ameement ” shall mean that certain Revolving Credit Agreement, dated as of November 1,2007, 

“ Federal Funds Rate ” shall mean, for any day, the rate per annum (rounded upwards, if necessary, to the nexf 111 00 
*of 1%) equal to the weighted average of the rates on overnight Federal funds transactions with member banks of the Federal 
Reserve System arranged by Federal funds brokers, as published by the Federal Reserve Bank of New York on the next 
succeeding Business Day or if such rate is not so published for any Business Day, the Federal Funds Rate for such day shall be 
the average rounded upwards, if necessary, to the next l/IOOth of 1% of the quotations for such day on such transactions 
received by the Administrative Agent from three Federal funds brokers of recognized standing selected by the Administrative 
Agent. 
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“ Fee Letter ” shall mean that certain fee letter, dated as of October 22,2008, executed by SunTrust Bank and 
SunTrust Robinson Humphrey, Inc. and accepted by the Borrower. 

“ Financial OEcer ” shall mean any one of the chief financial officer, the controller or the treasurer of the Borrower. 

“ F W  shall mean Fitch Ratings Ltd., or any successor or assignee of the business of such company in the business 
of rating securities. 

equipment” on the consolidated balance slieet of the Borrower and its Subsidiaries. 
“ Fixed Assets ” shall mean the assets of the Borrower and its Subsidiaries constituting “net property, plant and 

“ Foreign Lender ” shall mean any Lender that is not a United States person under Section 7701 (a)(3) of the Code. 

“ GAAP ” shall mean geneIaIIy accepted accounting principles in the United States applied on a consistent basis and 

“ Goyernmental Authority-” shall mean any Federal, state, local or foreign court or governmental agency, authority, 

subject to Section 1.3 . 

instrumentality or regulatory body. 

endorsements in the ordinary course of business of negotiable instruments for deposit or collection) guaranteeing any 
indebtedness for borrowed money of any other Person in any manner, whether direct or indirect, and including without 
limitation any obligation, whether or not contingent, (a) to purchase any such indebtedness or other obligation or any property 
constituting security therefor, (b) to lease or purchase property, securities or services primarily for the purpose of assuring the 
owner of such indebtedness or (c) to otherwise assure or hold harmless the owner of such indebtedness or obligation against 
loss in respect thereof. The amount of any Guaranty Obligation hereunder shall (subject to any Iimitations set forth therein) be 
deemed to be an amount equal to the outstanding principal amount of the indebtedness in respect of which such Guaranty 
Obligation is made. 

howsoever and whensoever created, arising, evidenced or acquired under (i) any and all Hedging Transactions, (ii) any and all 
cancellations, buy backs, reversals, terminations or assignments of any Hedging Transactions and (iii) any and all renewals, 
extensions and modifications of any Hedging Transactions and any and a11 substitutions for any Hedging Transactions. 

‘‘ Hedging Transaction ” shall mean any transaction (including an agreement with respect thereto) now existing or 
hereafter entered into by such Person that is a rate swap, basis swap, forward rate transaction, commodity swap, interest rate 
option, foreign exchange 

“ Guarantv Obligations ” shall mean, with respect to any Person, without duplication, any obligations (other than 

“ Hedging Obligations ” shall mean any and all obligations of such Person, whether absolute or contingent and 
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transaction, cap transaction, floor transaction, collateral transaction, forward transaction, currency swap transaction, cross- 
currency rate swap transaction, currency option or any other similar transaction (including any option with respect to any of 
these transactions) or any combination thereof, whether linked to one or more interest rates, foreign currencies, commodity 
prices, equity prices or other financial measures. 

maturity of at least 20 years, which provides for the optional or mandatory deferral of interest or distributions, issued by the 
Borrower, or any business trusts, limited liability companies, limited partnerships or similar entities (i) substantially all of the 
common equity, general partner or similar interests of which are owned (either directly or indirectly through one or more 
wholly owned subsidiaries) at a11 times by the Borrower or any of its subsidiaries, (ii) that have been formed for the purpose of 
issuing trust preferred securities or deferrable interest subordinated debt, and (iii) substantially all the assets of which consist 
of (A) subordinated debt of the Borrower or a subsidiary of the Borrower, and (B) payments made from time to time on the 
subordinated debt. 

" Hybrid Securities " shall mean any trust preferred securities, or deferrable interest subordinated debt with a 

" Indemnified Taxes " shall mean Taxes other than Excluded Taxes. 

" Information Memorandum " shall mean the Confidential Executive Summary dated October 2008 relating to the 

" Interest Period_"shall mean with respect to any Eurodollar Borrowing, a period of one, two, three or six months; 

(i) the initial Interest Period for such Borrowing shall commence on the date of such Borrowing (including the date 

Borrower and the transactions contemplated by this Agreement and the other Credit Documents. 

p_r_o_vLded, that: 

of any conversion i?om a Borrowing of another Type), and each Interest Period occurring thereafter in respect of such 
Borrowing shall commence on the day on which the next preceding Interest Period expires; 

extended to the next succeeding Business Day, unless such Business Day falls in another calendar month, in which case 
such Interest Period would end on the next preceding Business Day; 

(iii) any Interest Period which begins on the last Business Day of a calendar month or on a day for which there is no 
numerically corresponding day in the calendar month at the end of such Interest Period shall end on the last Business Day 
of such calendar month; 

(ii) if any Interest Period would otherwise end on a day other than a Business Day, such Interest Period shall be 

(iv) no Interest Period may extend beyond the Commitment Termination Date. 

" Lenders " shall have the meaning assigned to such term in the opening paragraph of this Agreement and shall 
include, where appropriate, each Additional Lender that joins this Agreement pursuant to Section 2.2 1 . 
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“ LrBOR ” shall mean, for any Interest Period with respect to a Eurodollar Loan, the rate per annum (rounded 
upwards, if necessary, to the nearest 1/100 of 1%) appearing on Reuters Screen LIBOR01 Page (or any successor page) as the 
London interbank offered rate for deposits in Dollars at approximately 11:OO a.m. (London, England time), two Business Days 
prior to the fust day of such Interest Period for a term comparable to such Interest Period. If for any reason such rate is not 
available, Ll’BOR shall be, for any Interest Period, the rate per annum reasonably determined by the Administmtive Agent as 
the rate of interest at which Dollar deposits in the approximate amount of the Eurodollar Loan comprising part of such 
borrowing would be offered by the Administrative Agent to major banks in the London interbank Eurodollar market at their 
request at or about I0:OO a.m. two Bushess Days prior to the fust day of such Interest Period for a term comparable to such 
Interest Period. 

, 

“ L,kx“ shall mean any mortgage, pledge, hypothecation, assignment, deposit arrangement, security interest, 

“ Loan’ shall mean a loan made by a Lender to the Borrower under its Commitment, which may either be a Base 

encumbrance, lien (statutory or otherwise), preference, priority or charge of any kind. 

Rate Loan or a Eurodollar Loan. 

“ Material Adverse Effect ” shall mean a material adverse effect on (a) the business, assets, liabilities, resuIts of 
operations or financial condition of the Borrower and its Subsidiaries, taken as a whole, (b) the ability of the Borrower to 
perform its obligations under this Credit Agreement or (c) the validity or enforceability of this Credit Agreement, any of the 
other Credit Documents, or the rights and remedies of the Lenders hereunder or thereunder. 

“ Material Subsidiary ” shall mean, at any date, a Subsidiary of the Borrower whose aggregate assets properly 
included under the category “property, plant and equipment” on the balance sheet of such Subsidiary, less the amount of 
depreciation and amortization attributable thereto, constitutes at least 10% of Consolidated Net Property as of such date; 
provided that if at any time the Borrower has Subsidiaries that are not Material Subsidiaries whose total aggregate assets under 
the category “property, plant and equipment” on the balance sheet of such Subsidiaries, less the amount of depreciation and 
amortization attributable thereto, constitute more than 20% of Consolidated Net Property as of such date the Borrower shall 
designate one or more of such Subsidiaries as Material Subsidiaries for the purposes of this Credit Agreement in order that all 
Subsidiaries of the Borrower, other than Material Subsidiaries, own not more than 20% of Consolidated Net Property. 

“ Maximum Rate ” shall have the meaning set forth in Section 9.12 . 

“ Minoritv Tnterests ” shall mean interests owned by Persons (other than the Borrower or a Subsidiary of the 
Borrower) in a Subsidiary of the Borrower in which Iess than 100% of a11 classes of the voting securities are owned by the 
Borrower or its Subsidiaries. 

“ Moody’s ” shall mean Moody’s Investors Service, Tnc., or any successor or assignee of the business of such 

“ Mu!t&.mployer Plan ” shall mean a Plan covered by Title IV of ERISA which is a multiemployer plan as defmed in 

company in the business of rating securities. 

Section 3(37) or 4001(a)(3) of ERISA. 
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‘‘ Multiple Emplover Plan-’, shall mean a Plan covered by Title IV of ERISA, other than a Multiemployer Plan, 
which the Borrower or any ERISA Affiliate and at least one employer other than the Borrower or any ERISA Affiliate are 
contributing sponsors. 

Borrower to US Bank Trust National Association, as Trustee, and a11 Supplemental Indentures thereto. 
“ 1998 Indenture_”” shall mean, collectively, that certain Indenture, dated as of July 15, 1998, granted by the 

“ Non-Fundinp Lender ” shall have the meaning set forth in Section 2.18-. 

I‘ Non-Recourse Indebtedness ” shall mean, at any time, indebtedness incurred after the date hereof by the Borrower 
or a Material Subsidiary in connection with the acquisition of property or assets by the Borrower or such Material Subsidiary 
or the financing of the construction of or improvements on property, whenever acquired, that, under the terms of such 
indebtedness and pursuant to applicable law, the recourse at such time and thereafter of the Lenders with respect to such 
indebtedness is limited to the property or assets SO acquired, or such constniction or improvements, and any accession or 
additions thereto and proceeds thereof, including indebtedness as to which a performance or completion guarantee or similar 
undertaking was initially applicable to such indebtedness or the related property or assets if such guarantee or similar 
undertaking has been satisfied and is no longer in effect at such time. Indebtedness which is otherwise Nan-Recourse 
Indebtedness will not lose its character as Non-Recourse Indebtedness because there is recourse to the Borrower, any Material 
Subsidiary, any guarantor or any other Person for (a) environmental representations, warranties or indemnities, or 
(b) indemnities for and liabilities arising from (i) fraud, (ii) misrepresentation, (iii) misapplication or non-payment of rents, 
profits, insurance and condemnation proceeds and other sums actually received fiom secured assets to be paid to the lender, 
(iv) waste, (v) materialmen’s and mechanics, liens or (vi) similar matters. 

“ Notice of Borrowing” shall have the meaning set forth in Section 2.3 . 
“ Notice of ConversiodContinuation ” shall mean the notice given by the Borrower to the Administrative Agent in 

respect of the conversion or continuation of an outstanding Borrowing as provided in Section 2.5.a ). 

to or in connection with this Agreement or any other Credit Document, including without limitation, all principal, interest 
(including any interest accruing aRer the filing of any petition in bankruptcy or the commencement of any insolvency, 
reorganization or like proceeding relating to the Borrower, whether or not a claim for post-filing or post-petition interest is 
allowed in such proceeding), all reimbursement obligations, fees, expenses, indemnification and reimbursement payments, 
costs and expenses (including all reasonable fees and expenses of counsel to the Administrative Agent and any Lender 
incurred pursuant to this Agreement or any other Credit Document), whether direct or indirect, absolute or contingent, 
liquidated or unliquidated, now existing or hereafter arising hereunder or thereunder, and all Hedging Obligations owed to the 
Administrative Agent, any Lender or any of their Affiliates incurred in order to limit interest rate or fee fluctuation with 
respect to the Loans, and all obligations and liabilities incurred in connection with collecting and enforcing the foregoing, 
together with all renewals, extensions, modifications or refmancings thereof. 

” Obligations ’’ shall mean all amounts owing by the Borrower to the Administrative Agent or any tender pursuant 
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“ Other Taxes ” shall mean any and all present or future stamp or documentary taxes or any other excise or property 
taxes, charges or similar levies arising from any payment made hereunder or from the execution, delivery or enforcement of, 
or otherwise with respect to, this Agreement or any other Credit Document. 

“ Participant ” shall have the meaning set forth in Section 9.41d ). 

“ Payment Office ” shall mean the office of the Administrative Agent located at 303 Peachtree Street, N.E., Atlanta, 
Georgia 30308, or such other location as to which the Administrative Agent shall have given written notice to the Borrower 
and the other Lenders. 

“ PBGC ’I’ shall mean the Pension Benefit Guaranty Corporation established pursuant to Subtitle A of ‘Title N of 

‘‘ Permitted Lien ” shall mean, with respect to any asset, the Liens permitted to exist on such asset under 

“ &sons” shall mean any individual, parfnership, joint venture, firm, corporation, association, trust, limited liability 

ERISA and any successor thereto. 

Section 6.6 . 

company or other enterprise (whether or not incorporated), or any government or political subdivision or any agency, 
department or instrumentality thereof. 

and with respect to which the Borrower or any ERISA Affiliate is (or, if such plan were terminated at such time, would under 
Section 4069 of ERISA be deemed to he) an “employer” within the meaning of Section 3(5) of ERISA. 

“ Preferred Securities ” shall mean, at any date, any equity interests in the Borrower, in a Special Purpose Financing 
Subsidiary of the Borrower or in any other Subsidiary of the Borrower (such as those known as “TECONS”, ‘‘MIPS” or 
“EU3lNOS”): (a) that are not (i) required to he redeemed or redeemable at the option of the holder thereof prior to the fifth 
anniversary of the Maturity Date or (ii) convertible into or exchangeable for (unless solely at the option of the Borrower or 
such Subsidiary of the Borrower) equity interests referred to in clause (j) above or indebtedness having a scheduled maturity, 
or requiring any repayments or prepayments of principal or any sinking find or similar payments in respect of principal or 
providing for any such repayment, prepayment, sinking fund or other payment at the option of the holder thereof prior to the 
fifth anniversary of the Maturity Date and (b) as to which, at such date, the Borrower or such Subsidiary of the Borrower has 
the right to defer the payment of all dividends and other distributions in respect thereof for the period of at least 19 consecutive 
quarters beginning at such date. 

“ Pro Rata Share ” shall mean (i) with respect to any Commitment of any tender at any time, a percentage, the 
numerator of which shall be such Lender’s Commitment (or if such Commitments have been terminated or expired or the 
Loans have been declared to be due and payable, such Lender’s Credit Exposure), and the denominator of which shall be the 
sum of such Commitments of all Lenders (or if such Conmitments have been terminated or expired or the 

“ W shall mean any employee benefit plan (as defined in Section 3(3) of ERISA) which is covered by ERISA 
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L,oans have been declared to be due and payable, all Credit Exposure of all Lenders) and (ii) with respect to all Commitments 
of any Lender at any time, the numerator of which shall be the sum of such Lender’s Commitments (or if such Commitments 
have been terminated or expired or the Loans have been declared to be due and payable, such Lender’s Credit Exposure) and 
the denominator of which shall be the sum of all Lenders’ Commitments (or if such Commitments have been terminated or 
expired or the Loans have been declared to be due and payable, all Credit Exposure of all Lenders funded under such 
Commitments). 

“ ReEister ” shall have the meaning set forth in Section 9.4(c}-. 

“ Reggwktion D, T. U, or X ” shall mean Regulation D, T, U or X, respectively, of the Board of Governors of the 
Federal Reserve System (or any successor body) as from time to time in effect, any amendment thereto and any successor to 
all or a portion thereof. 

directors, officers, employees, agents and advisors of such Person and such Person’s Affiliates. 

notice requirements to the PBGC have not been waived. 

Commitments of the Lenders at such time or if the Lenders have no Commitments outstanding, then L,enders holding more 
than 50% of the Credit Exposure of the Lenders; provided however, that to the extent that any Lender is a Defaulting Lender, 
such Defaulting Lender and all of its Commitments and Credit Exposure shall be excluded for purposes of 
determining Required Lenders. 

certificate and agreement, or limited Iiability company certificate of organization and agreement, as the case may be, and other 
organizational and governing documents of such Person, and any law, treaty, ruIe or regulation, or determination of a 
Governmental Authority, in each case applicable to or binding upon such Person or any of its property or to which such Person 
or any of its property is subject. 

successor or assignee of the business of such division in the business of rating securities. 

Lc Related Parties ” shall mean, with respect to any specified Person, such Person’s Affiliates and the respective 

“ Reportable Event ” shall mean a “reportable event” as defined in Section 4043 of EIUSA with respect to which the 

’‘ Required Len&=’’ shall mean, at any time, Lenders holding more than 50% of the aggregate outstanding 

‘‘ Requirement of Law ” for any Person shall mean the articles or certificate of incorporation, bylaws, partnership 

“ W shall mean Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc., or any 

‘‘ SEC ’’ shall mean the Securities and Exchange Commission or any successor agency. 

“ Securities Act ” shall mean the Securities Act of 1933, as amended, and the rules and regulations promulgated 
thereunder. 

“ Singkleployer Plan ” shall mean any Plan which is covered by Title IV of ERISA, but which is not a 
MultiernploFi Plan or a Multiple Employer Plan. 
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‘‘ Special Purpose Financing Subsidiary ” shall mean a Subsidiary of the Borrower that has no direct or indirect 
interest in the business of the Borrower and its other Subsidiaries and was formed solely for the purpose of issuing Preferred 
Securities. 

‘‘ Subsidiary ” shall mean, as to any Person, (a) any corporation more than 50% of whose stock of any class or 
classes having by the terms thereof ordinary voting power to elect a majority of the directors of such corporation (irrespective 
of whether or not, at the time, any class or classes of such corporation shall have or might have voting power by reason of the 
happening of any contingency) is at the time owned by such Person directly or indirectly through Subsidiaries and (b) any 
partnership, association, joint venture, limited liability company or other entity in which such Person directly or indirectly 
through Subsidiaries has more than 50% voting equity interest at any time. 

imposed by any Governmental Authority. 

Event or the substantial cessation of operations (within the meaning of Section 4062(e) of ERISA), (b) the withdrawal ofthe 
Borrower or any ENSA Affiliate from a Multiple Employer Plan during a plan year in which it was a substantial employer (as 
such term is defined in Section 4001(a)(Z) of ERISA), or the termination of a Multiple Employer Plan, (c) the distribution of a 
notice of intent to terminate or the actual termination of a Plan pursuant to Section 4041(a)(2) or 4041A of ERISA, (d) the 
institution of proceedings to terminate or the actual termination of a Plan by the PBGC under Section 4042 of ERISA, (e) any 
event or condition which might reasonably constitute grounds under Section 4042 of ERISA for the termination of, or the 
appointment of a trustee to administer, any Plan, or ( f )  the complete or partial withdrawal of the Borrower or any ERISA 
Affiliate f?om a Multiemployer Plan. 

“ Total Assets ” shall mean all assets of the Borrower and its Subsidiaries as shown on its most recent quarterly 
consolidated balance sheet, as determined in accordance with GAAP. 

“ Taxes ” shall mean any and all present or future taxes, levies, imposts, duties, deductions, charges or withholdings 

“ Termination Event ” shall mean (a) with respect to any Single Employer Plan, the occurrence of a Reportable 

“ 2001 Indenture ” shall mean, collectively, that certain Indenture, dated as of May 22,2001, granted by the 

“ 2007 Indenture ” shall mean, collectively, that certain Indenture dated as of June 14,2007, granted by the 

“ w, when used in reference to a Loan or Borrowing, refers to whether the rate of interest on such Loan, or on 

Section 1.2. Classifications of Loans and Borrowinps . For purposes of this Agreement, Loans may be classified 

Borrower to SunTrust Bank, Atlanta, as Trustee, and ail Supplemental Indentures thereto. 

Borrower to U.S. Bank National Association, Trustee, and all Supplemental Indentures thereto. 

the Loans comprising such Borrowing, is determined by reference to the Adjusted 1,IBO Rate or the Base Rate. 

and referred to by Type (e.g. a “Eurodollar Loan”, or ‘Base Rate Loan”). Borrowings also may be classified and referred to by 
Type (e.g. ‘Turodollar Borrowing”). 
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Section 1.3. Accountin? Terms and Determination . Unless otherwise defined or specified herein, all accounting 
terms used herein shall be interpreted, all accounting determinations hereunder shall be made, and all financial statements 
required to be delivered hereunder shall be prepared, in accordance with GAAP as in effect from time to time, applied on a 
basis consistent with the most recent audited consolidated financial statements of the Borrower delivered pursuant to 
Section 5.l(a ); provided , that if the Borrower notifies the Administrative Agent that the Borrower wishes to amend the 
covenant in Section 5.2 to eliminate the effect of any change in GAAP on the operation of such covenant (or if the 
Administrative Agent notifies the Borrower that the Required Lenders wish to amend Section 5.2 for such purpose), then the 
Borrower’s compliance with such covenant shall be determined on the basis of GAAP in effect immediately before the 
relevant change in GAAP became effective, until either such notice is withdrawn or such covenant is amended in a manner 
satisfactory to the Borrower and the Required Lenders. 

of the terms defined. Whenever the contex? may require, any pronoun shall include the corresponding masculine, feminine and 
neuter forms. The words “include”, “includes” and “including” shall be deemed to be followed by the phrase “without 
limitation”. The word “will” shall be construed to have the same meaning and effect as the word “shall”. In the computation of 
periods of time fiom a specified date to a later specified date, the word “from” means “from and including” and the word c Y ~ 7 7  
means “to but excluding”. Unless the context requires otherwise (i) any definition of or reference to any agreement, instrument 
or other document herein shall be construed as referring to such agreement, instrument or other document as it was originally 
executed or as it may from time to time be amended, restated, supplemented or otherwise modified (subject to any restrictions 
on such amendments, supplements or modifications set forth herein), (ii) any reference herein to any Person shall be construed 
to include such Person’s successors and permitted assigns, (iii) the words “hereof”, “herein“ and “hereunder” and words of 
similar import shall be construed to refer to this Agreement as a whole and not to any particular provision hereof, (iv) all 
references to Articles, Sections, Exhibits and Schedules shall be construed to refer to Articles, Sections, Exhibits and 
Schedules to this Agreement and (v) all references to a specific time shall be construed to refer to the time in the city and state 
of the Administrative Agent’s principal office, unless otherwise indicated. 

Section 1.4. Terms Generdly-. The definitions of terms herein shall apply equally to the singular and plural forms 

ARTICLE II 

AMOUNT AND TERMS O F  “TlX COIMMITMENTS 

Section 2.1. General DescriDtion o f  Facilities . Subject to and upon the terms and conditions herein set forth, the 
Lenders hereby establish in favor of the Borrower a revolving credit facility pursuant to which each Lender severally agrees 
(to the extent of such Lender’s Commitment) to make Loans to the Borrower in accordance with Section 2.2 . 

Loans, ratably in proportion to its Pro Rata Share, to the 
Section 2.2. Loans”. Subject to the terms and conditions set forth herein, each Lender severally agrees to make 
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Borrower, fkom time to time during the Availability Period, in an aggregate principal amount outstanding at any time that will 
not result in (a) such Lender’s Credit Exposure exceeding such Lender’s Commitment or (b) the sum of the aggregate Credit 
Exposures of all Lenders exceeding the Aggregate Commitment Amount. During the Availability Period, the Borrower shall 
be entitled to borrow, prepay and reborrow Loans in accordance with the terms and conditions of this Agreement; provided , 
that the Borrower may not borrow or reborrow should there exist a Default or Event of Default. 

Section 2.3. Procedure for Borrowincs . The Borrower shall give the Administrative Agent written notice (or 
telephonic notice promptly confirmed in writing) of each Borrowing substantially in the form of Exhibit 2.3 (a “ Notice of 
Borrowing ”) (x) prior to 11:OO a.m. (New York time) one ( 1 )  Business Day prior to the requested date of each Base Rate 
Borrowing and (y) prior to 11:OO a.m. (New York time) three (3) Business Days prior to the requested date of each Eurodollar 
Borrowing. Each Notice of Borrowing shall be irrevocable and shall specify: (i) the aggregate principal amount of such 
Borrowing, (ii) the date of such Borrowing (which shall be a Business Day), (iii) the Type of such Loan comprising such 
Borrowing and (iv) in the case of a Eurodollar Borrowing, the duration of the initial Interest Period applicable thereto (subject 
to the provisions ofthe definition ofhterest Period). Each Borrowing shall consist entirely of Base Rate Loans or Eurodollar 
Loans, as the Borrower may request. The aggregate principal amount of each Eurodollar Borrowing shall be not less than 
$5,000,000 or a larger multiple of $1,000,000, and the aggregate principal amount of each Base Rate Borrowing shall not be 
less than $1,000,000 or a larger multiple of $100,000; provided , that Base Rate Loans made pursuant to Section 2.4 may be 
made in lesser amounts as provided therein. At no time shall the total number of EurodoIlar Borrowings outstanding exceed 
six. Promptly following the receipt of a Notice of Borrowing in accordance herewith, the Administrative Agent shall advise 
each Lender of the details thereof and the amount of such Lender’s Loan to be made as part ofthe requested Borrowing. 

Section 2.4. Fundin? of Borrowiws . 
(a) Each Lender will make available each Loan to be made by it hereunder on the proposed date thereof by wire 

-transfer in immediately available funds by 1 1 :00 a.m. (New York time) to the Administrative Agent at the Payment Office. 
The Administrative Agent will make such Loans available to the Borrower by promptly crediting the amounts that it receives, 
in like funds by the close of business on such proposed date, to an account maintained by the Borrower with the 
Administrative Agent or at the Borrower’s option, by effecting a wire transfer of such amounts to an account designated by the 
Borrower to the Administrative Agent. 

(b) Unless the Administrative Agent shall have been notified by any Lender prior to 5:OO p.m. (New York time) one 
(1) Business Day prior to the date of a Borrowing in which such Lender is to participate that such Lender wiIl not make 
available to the Administrative Agent such Lender’s share of such Borrowing, the Administrative Agent may assume that such 
Lender has made such amount available to the Administrative Agent on such date, and the Administrative Agent, in reliance 
on such assumption, may make available to the Borrower on such date a corresponding amount. If such corresponding amount 
is not in fact made available to the Administrative Agent by such Lender on the date of such Borrowing, the Administrative 
Agent shall be entitled to recover such corresponding amount on demand from 
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such Lender together with interest at the Federal Funds Rate until the second Business Day after such demand and thereafter at 
the Base Rate. If such Lender does not pay such corresponding amount forthwith upon the Administrative Agent’s demand 
therefor, the Administrative Agent shall promptly notify the Borrower, and the Borrower shall immediately pay such 
corresponding amount to the Administrative Agent together with interest at the rate specified for such Borrowing. Nothing in 
this subsection shall be deemed to relieve any Lender fiom its obligation to fund its Pro Rata Share of any Borrowing 
hereunder or to prejudice any rights which the Borrower may have against any Lender as a result of any default by such 
Lender hereunder. 

(c) AI1 Borrowings shall be made by the Lenders on the basis of their respective Pro Rata Shares. No Lender shall be 
responsible for any default by any other Lender in its obligations hereunder, and each Lender shall be obligated to make its 
Loans provided to be made by it hereunder, regardless of the failure of any other Lender to make its Loans hereunder. 

Section 2.5. Interest Elections . 
(a) Each Borrowing initially shall be of the Type specified in the applicable Notice of Borrowing, and in the case of 

a Eurodollar Borrowing, shall have an initial Interest Period as specified in such Notice of Borrowing. Thereafter, the 
Borrower may elect to convert such Borrowing into a different Type or to continue such Borrowing, and in the case of a 
Eurodollar Borrowing, may elect Interest Periods therefor, all as provided in this Section 2.5 . The Borrower may elect 
different options with respect to different portions ofthe affected Borrowing, in which case each such portion shall be 
allocated ratably among the Lenders holding Loans comprising such Borrowing, and the Loans comprising each such portion 
shall be considered a separate Borrowing. 

(b) To make an election pursaant to this Section 2.5 , the Borrower shall give the Administrative Agent prior written 
notice (or telephonic notice promptly confirmed in writing) of each Borrowing substantially in the form of Exhibit 2.5 attached 
hereto (a “ Notice of ConversiodContinuation ”) that is to be converted or continued, as the case may be, (x) prior to 1 1:00 
a m .  (New York time) one (1) Business Day prior to the requested date of a conversion into a Base Rate Borrowing and 
b) prior to 11 :00 a.m. (New York time) three (3) Business Days prior to a continuation of or conversion into a Eurodollar 
Borrowing. Each such Notice of ConversiodContinuation shall be irrevocable and shall specify (i) the Borrowing to which 
such Notice of ContinuatiodConversion applies and if different options are being elected with respect to different portions 
thereof, the portions thereof that are to be allocated to each resulting Borrowing (in which case the information to be specified 
pursuant to clauses (iii) and (iv) shall be specified for each resulting Borrowing); (ii) the effective date of the election made 
pursuant to such Notim of Continuation/Conversion, which shall be a Business Day, (iii) whether the resulting Borrowing is to 
be a Base Rate Borrowing or a Eurodollar Borrowing; and (iv) ifthe resulting Borrowing is to be a Eurodollar Borrowing, the 
Interest Period applicable thereto after giving effect to such election, which shall be a period contemplated by the definition of 
“Interest Period”. If any such Notice of ContinuatiodConversion requests a Eurodollar Borrowing but does not specify an 
Interest Period, the Borrower shall be deemed to have selected an Interest Period of one month. The principal amount of any 
resulting Borrowing shall satisfy the minimum borrowing amount for Eurodollar Borrowings and Base Rate Borrowings set 
forth in Section 2.3 . 
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(c) If, on the expiration of any Interest Period in respect of any Eurodollar Borrowing, the Borrower shall have failed 
to deliver a Notice of Conversion/ Continuation, then, unless such Borrowing is repaid as provided herein, the Borrower shall 
be deemed to have elected to convert such Borrowing to a Base Rate Borrowing. No Borrowing may be converted into, or 
continued as, a Eurodollar Borrowing if a Default or an Event of Default exists, unless the Administrative Agent and each of 
the Lenders shall have otherwise consented in writing. No conversion of any Eurodollar Loans shall be permitted except on the 
last day of the Interest Period in respect thereof. 

Lender of the details thereof and of such Lender’s portion of each resulting Borrowing. 
(d) Upon receipt of any Notice of ConversiodContinuation, the Administrative Agent shall promptly notify each 

Section 2.6. Qptional Reduction and Termination of Commitments . 
(a) Unless previously terminated, all Commitments shall terminate on the Commitment Termination Date. 

(b) Upon at least three (3) Business Days’ prior written notice (or telephonic notice promptly confumed in writing) 
to the Administrative Agent (which notice shall be irrevocable), the Borrower may reduce the Aggregate Commitments in part 
or terminate the Aggregate Cornmitments in whole; provided, that (i) any partial reduction shall apply to reduce 
proportionately and permanently the Commitment of each Lender, (ii) any partial reduction pursuant to this Section 2.6 shall 
be in an amount of at least $5,000,000 and any larger multiple of $1,000,000, and (iii) no such reduction shall be permitted 
which would reduce the Aggregate Commifment Amount to an amount less than the outstanding Credit Exposures of all 
Lenders. 

Section 2.7. Repayment of Loans . The outstanding principal amount of all Loans shall be due and payable 

Section 2.8. Evidence of Indebtedness . 
(a) Each Lender shall maintain in accordance with its usual practice appropriate records evidencing the indebtedness 

(together with accrued and unpaid interest thereon) on the Commitment Termination Date. 

of the Borrower to such Lender resulting from each Loan made by such Lender from time to time, inchding the amounts of 
principal and interest payable thereon and paid to such Lender from time to time under this Agreement. The Administrative 
Agent shall maintain appropriate records in which shall be recorded (i) the Commitment of each Lender, (ii) the amount of 
each Loan made hereunder by each Lender, the Type thereof and the Interest Period applicable thereto, (iii) the date of each 
continuation thereof pursuant to (iv) the date of each conversion of all or a portion thereof to another Type 
pursuant to Section 2.5 , (v) the date and amount of any principal or interest due and payable or to become due and payable 
fiom the Borrower to each Lender hereunder in respect of such Loans and (vi) both the date and amount of any sum received 
by the Administrative Agent hereunder from the Borrower in respect of the Loans and each Lender’s Pro Rata Share thereof. 
The entries made in such records shall be prima facie evidence of the existence and amounts of the obligations of the Borrower 
therein recorded; provided., that the failure or delay of any 
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Lender or the Administrative Agent in maintaining or making entries into any such record or any error therein shall not in any 
manner affect the obligation of the Borrower to repay the Loans (both principal and unpaid accrued interest) of such Lender in 
accordance with the terms of this Agreement. 

(b) This Agreement evidences the obligation of the Borrower to repay the Loans and is being executed as a 
“noteless” credit agreement. However, at the request of any L,ender at any time, the Borrower agrees that it will prepare, 
execute and deliver to such Lender a promissory note payable to the order of such Lender (or, if requested by such L,ender, to 
such Lender and its registered assigns) and in a form approved by the Administrative Agent. Thereafter, the Loans evidenced 
by such promissory note and interest thereon shall at all times (including after assignment permitted hereunder) be represented 
by one or more promissory notes in such form payable to the order of the payee named therein (or, if such promissory note is a 
registered note, to such payee and its registered assigns). 

Section 2.9.O~tionakP~.a;&s-. The Borrower shall have the right at any time and from time to time to prepay 
any Borrowing, in whole or in part, without premium or penalty, by giving irrevocable written notice (or telephonic notice 
promptly confirmed in writing) to the Administrative Agent no later than (i) in the case of prepayment of any Eurodollar 
Borrowing, 1 1:OO a.m. (New York time) not less than three (3) Business Days prior to any such prepayment, and (ii) in the 
case of any prepayment of any Base Rate Borrowing, not less than one Business Day prior to the date of such prepayment. 
Each such notice shall be irrevocable and shall spec@ the proposed date of such prepayment and the principal amount of each 
Borrowing or portion thereof to be prepaid. Upon receipt of any such notice, the Administrative Agent shall promptly notify 
each affected Lender of the contents thereof and of such Lender’s Pro Rata Share of any such prepayment. If such notice is 
given, the aggregate amount specified in such notice shall be due and payable on the date designated in such notice, together 
with accrued interest to such date on the amount so prepaid in accordance with Section 2.1 O(c ); provided , that if a Eurodollar 
Borrowing is prepaid on a date other than the last day of an Interest Period applicable thereto, the Borrower shall also pay all 
amounts required pursuant to Section 2.16 . Each partial prepayment of any Loan shall be in an amount that would be 
permitted in the case of an advance of a Borrowing of the same Type pursuant to Section 2.3 . Each prepayment of a 
Borrowing shall be applied ratably to the Loans comprising such Borrowing. 

Section 2.10. Interest on Loans. 
(a) The Borrower shall pay interest on each Base Rate Loan at the Base Rate in effect &om time to time and on each 

Eurodollar Loan at the Adjusted LIB0 Rate for the applicable Interest Period in effect for such Loan,pZus, in each case, the 
Applicable Margin in effect from time to time. 

(b) IJpon the occurrence, and during the continuation, of an Event ofDefault under Section 7.1 (a) or, at the option of 
the Required Lenders, any other Event of Default, the Borrower shall pay interest (“ Default Interest ”) with respect to all 
Eurodollar Loans at the rate otherwise applicable for the then-current Interest Period plus an additional 2% per annum until the 
last day of such Interest Period, and thereafter, and with respect to all Base Rate Loans and all other Obligations hereunder 
(other than Loans), at an all-in rate in effect for Base Rate Loans,pZus an additional 2% per annum. 
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(c) Interest on the principal amount of all Loans shall accrue fiom and including the date such Loans are made to but 
excluding the date of any repayment thereof. Interest on all outstanding Base Rate Loans shall be payable quarterly in arrears 
on the last day of each March, June, September and December and on the Commitment Termination Date. Interest on all 
outstanding Eurodollar Loans shall be payable on the last day of each Interest Period applicable thereto, and, in the case ofany 
Eurodollar Loans havkg an Interest Period in excess of three months, on each day which occurs every three months after the 
initial date of such Interest Period, and on the Commitment Termination Date. Interest on any Loan which is converted into a 
Loan of another Type or which is repaid or prepaid shall be payable 011 the date of such conversion or on the date of any such 
repayment or prepayment (on the amount repaid or prepaid) thereof. All Default Interest shall be payable on demand. 

(d) The Administrative Agent shall determine each interest rate applicable to the Loans hereunder and shall 
promptly notify the Borrower and the Lenders of such rate in writing (or by telephone, promptly confirmed in writing). Any 
such determination shall be conclusive and binding for all purposes, absent manifest error. 

Section 2.11. Fees. 
(a) The Borrower shall pay to the Administrative Agent for its own account fees in the amounts and at the times 

(b) The Borrower agrees to pay to the Administrative Agent for the account of each Lender a commitment fee (the " 

previously agreed upon in writing by the Borrower and the Administrative Agent. 

Commitment Fee"), which shall accrue at the Applicable Commitment Fee Percentage per annum (determined daily in 
accordance with Schedule I ) on the daily amount of the unused Commitment of such Lender during the Availability Period. 
Notwithstanding anything set forth herein to the contrary, a Non-Funding Lender shall not be entitled to receive any 
Commitment Fees under this Section 2.1 l(b) for any date in which such Lender was and/or continued to be a Non-Funding 
Lender. 

(c) The Borrower shall pay to the Adrninistrative Agent, for the ratable benefit of each Lender, the upfront fee 
previously agreed upon by the Borrower and the Administrative Agent, which shall be due and payable on the Closing Date. 

(d) Accrued fees under paragraph (b) and (c) above shall be payable quarterly in arrears on the last day of each 
March, June, September and December, comnencing on December 31,2008 and on the Commitment Termination Date. 

Section 2.12. Computation of Interest and Tees . All computations of interest and fees hereunder shall be made on 
the basis of a year of 360 days for the actual number of days (including the first day but excluding the last day) occurring in 
the period for which such interest or fees are payable (to the extent computed on the basis of days elapsed). Each 
determination by the Administrative Agent of an interest amount or fee hereunder shall be made in good faith and, except for 
manifest error, shall be final, conclusive and binding for all purposes. 
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Section 2.13. Inability to Determine Interest Rates . Jfprior to the commencement of any Interest Period for any 

(i) the Administrative Agent shall have determined in good faith (which determination shall be conclusive and 
Eurodollar Borrowing, 

binding upon the Borrower) that, by reason of circumstances affecting the relevant interbank market, adequate 
means do not exist for ascertaining LIBOR for such Interest Period, or 

Rate does not adequately and fairIy reflect the cost to such Lenders of making, fimding or maintaining their 
Eurodollar Loans for such Interest Period, 

the Administrative Agent shall give written notice (or telephonic notice, promptly confirmed in writing) to the Borrower and to 
the Lenders as soon as practicable thereafter. Until the Administrative Agent shall notify the Borrower and the Lenders that the 
circumstances giving rise to such notice no longer exist, (i) the obligations of the Lenders to make Eurodollar Loans or to 
continue or convert outstanding Loans as or into Eurodollar Loans shall be suspended and (ii) ail such affected Loans shall be 
converted into Base Rate Loans on the last day of the then current Interest Period applicable thereto unless the Borrower 
prepays such Loans in accordance with this Agreement. Unless the Borrower notifjes the Administrative Agent at least one 
Business Day before the date of any Eurodollar Borrowing for which a Notice of Borrowing has previously been given that it 
elects not to borrow on such date, then such Borrowing shall be made as a Base Rate Borrowing. 

maintain or knd  any EirrodolIar Loan and such Lender shall so notify the Administrative Agent, the Administrative Agent 
shall promptly give notice thereof to the Borrower and the other Lenders, whereupon until such Lender notifies the 
Administrative Agent and the Borrower that the circumstances giving rise to such suspension no longer exist, the obligation of 
such Lender to make Eurodollar Loans, or to continue or convert outstanding Loans as or into Eurodollar Loans, shall be 
suspended. In the case of the making of a Eurodollar Borrowing, such Lender’s Loan shall be made as a Base Rate Loan as 
part of the same Borrowing for the same Interest Period and if the affected Eurodollar Loan is then outstanding, such Loan 
shall be converted to a Base Rate Loan either (i) on the last day of the then current Interest Period applicable to such 
Eurodollar Loan if such Lender may Iawklly continue to maintain such Loan to such date or (ii) immediately if such Lender 
shall determine that it may not lawfully continue to maintain such Eurodollar L.oan to such date. Notwithstanding the 
foregoing, the affected Lender shall, prior to giving such notice to the Administrative Agent, designate a different Applicable 
Lending Office if such designation would avoid the need for giving such notice and if such designation would not otherwise be 
disadvantageous to such Lender in the good faith exercise of its discretion. 

(ii) the Administrative Agent shall have received notice from the Required Lenders that the Adjusted LIB0 

Section 2.14. Ple@ity . If any Change in Law shall make it unlawhl or impossible for any Lender to make, 

Section 2.15. Increased Costs . 
(a) If any Change in Law shall: 

(i) impose, modify or deem applicable any reserve, special deposit or similar requirement that is not otherwise 
included in the determination of the Adjusted LIB0 Rate hereunder against assets of, deposits with or for the 
account of, or credit extended by, any Lender (except any such reserve requirement reflected in the Adjusted L B O  
Rate); or 

21 

li~p://www.investquest.com/iq/alato/finlSk/atoSkl I 0308.Iitul 9/17/2009 



ATMOS ENERGY COW. Page 30 of 100 

(ii) impose on any Lender or the eurodollar interbank market any other condition affecting this Agreement or 
any Eurodollar Loans made by such Lender; 

and the result of either of the foregoing is to increase the cost to such Lender of making, converting into, continuing or 
maintaining a Eurodollar Loan or to reduce the amount received or receivable by such Lender hereunder (whether of principal, 
interest or any other amount), then the Borrower shall promptly pay, upon written notice from and demand by such Lender on 
the Borrower (with a copy of such notice and demand to the Administrative Agent), to the Administrative Agent for the 
account of such Lender, within five Business Days after the date of such notice and demand, additional amount or amounts 
sufficient to compensate such Lender for such additional costs incurred or reduction suffered. 

(b) If any Lender shall have determined that on or after the date of this Agreement any Change in Law regarding 
capital requirements has or would have the effect of reducing the rate of return on such Lender’s capital (or on the capital of 
such Lender’s parent corporation) as a consequence of its obligations hereunder to a level below that which such Lender or 
such Lender’s parent corporation could have achieved but for such Change in Law (taking into consideration such Lender’s 
policies or the policies of such Lender’s parent corporation with respect to capital adequacy) then, from time to time, within 
five (5)  Business Days after receipt by the Borrower of written demand by such Lender (with a copy thereof to the 
Administrative Agent), the Borrower shall pay to such Lender such additional amounts as will compensate such Lender or 
such Lender’s parent corporation for any such reduction suffered. 

Lender’s parent corporation, as the case may be, specified in paragraph (a) or (b) of this Section 2.1 5 shall be delivered to the 
Borrower (with a copy to the Administrative Agent) and shall be conclusive, absent manifest error. The Borrower shall pay 
any such Lender such amount or amounts within IO days after receipt thereof. 

constitute a waiver of such Lender’s right to demand such compensation. 

on the last day of the Interest Period applicable thereto (including as a result of an Event of Default), (b) the conversion or 
continuation of a Eurodollar Loan other than on the last day of the Interest Period applicable thereto, or (c) the failure by the 
Borrower to bonow, prepay, convert or continue any Eurodollar Loan on the date specified in any applicable notice 
(regardless of whether such notice is withdrawn or revoked), then, in any such event, the Borrower shall compensate each 
Lender, within five (5) Business Days after written demand from such Lender, for any loss, reasonable cost or expense directly 
attributable 

(c) A certificate of a Lender setting forth the amount or amounts necessary to compensate such Lender or such 

(d) Failure or delay on the part of any Lender to demand compensation pursuant to this Section 2.1 5 shall not 

Section 2.16. Funding Indemnity . In the event of (a) the payment of any principal of a Eurodollar Loan other than 
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to such event. In the case of a Eurodollar Loan, such loss, cost or expense shall be deemed to include an amount determined by 
such Lender to be the excess, if any, of (A) the amount of interest that would have accrued on the principal amount of such 
Eurodollar Loan if such event had not occurred at the Adjusted LIB0 Rate applicable to such Eurodollar Loan for the period 
from the date of such event to the last day of the then current Interest Period therefor (or in the case of a failure to borrow, 
convert or continue, for the period that would have been the Interest Period for such Eurodollar Loan) over 0)) the amount of 
interest that would accnie on the principal amount of such Eurodollar Loan for the same period if the Adjusted 1330 Rate 
were set on the date such Eurodollar Loan was prepaid or converted or the date on which the Borrower failed to borrow, 
convert or continue such Eurodollar Loan. A certificate as to any additional amount payable under this Section 2.16 submitted 
to the Borrower by any Lender (with a copy to the Administrative Agent) shall be conclusive, absent manifest error. 

Section 2.17. Taxes. 
(a) Any and all payments by or on account of any obligation of the Borrower hereunder shall be made free and clear 

of and without deduction for any Indemnified Taxes or Other Taxes; provided , that if the Borrower shall be required to deduct 
any Indemnified Taxes or Other Taxes from such payments, then (i) the sum payable shall be increased as necessary so that 
after making all required deductions (including deductions applicable to additional sums payable under this Section 2.1 7 ) the 
Administrative Agent or any Lender (as the case may be) shall receive an amount equal to the sum it would have received had 
no such deductions been made, (ii) the Borrower shall make such deductions and (iii) the Borrower shall pay the full amount 
deducted to the relevant Governmental Authority in accordance with applicable law. 

(6) In addition, the Borrower shall pay any Other Taxes to the relevant Governmental Authority in accordance with 
applicable law. 

(c) The Borrower shall indemifl the Administrative Agent and each Lender, within five (5) Business Days aRer 
written demand therefor, for the full amount of any Indemnified Taxes or Other Taxes paid by the Administrative Agent or 
such Lender, as the case may be, on or with respect to any payment by or on account of any obligation of the Borrower 
hereunder (including Indemnified Taxes or Other Taxes imposed or asserted on or attributable to amounts payable under this 
Section 2.17 ) and any penalties, interest and reasonable expenses arising therefrom or with respect thereto, whether or not 
such Indemnified Taxes or Other Taxes were correctly or legally imposed or asserted by the relevant Governmental Authority. 
A certificate as to the amount of such payment or liability delivered to the Borrower by a Lender, or by the Administrative 
Agent on its own behalf or on behalf of aLender, shall be conclusive absent manifest error. 

(d) As soon as practicable after any payment of Indemnified Taxes or Other Taxes by the Borrower to a 
Governmental Authority, the Borrower shall deliver to the Administrative Agent the original or a certified copy of a receipt 
issued by such Governmental Authority evidencing such payment, a copy of the return reporting such payment or other 
evidence of such payment reasonably satisfactory to the Administrative Agent. 
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(e) Any Foreign Lender that is entitled to an exemption from or reduction of withholding tax under the Code or any 
treaty to which the United States is a party, with respect to payments under this Agreement shall deliver to the Borrower (with 
a copy to the Administrative Agent), at the time or times prescribed by applicable law, such properly completed and executed 
documentation prescribed by applicable law or reasonably requested by the Borrower as will permit such payments to be made 
without withholding or at a reduced rate. Without limiting the generality of the foregoing, each Foreign Lender agrees that it 
will deliver to the Administrative Agent and the Borrower (or in the case of a Participant, to the Lender from which the related 
participation shall have been purchased), as appropriate, two (2) duly completed copies of (i) Internal Revenue Service Form 
W-8 ECI, or any successor form thereto, certifying that the payments received from the Borrower hereunder are effectively 
comected with such Foreign Lender’s conduct of a hade or business in the United States; or (ii) Internal Revenue Service 
Form W-8 BEN, or any successor form thereto, certifying that such Foreign Lender is entitled to benefits under an income tax 
treaty to which the United States is a party which reduces the rate of withholding tax on payments of interest; or (iii) Internal 
Revenue Service Form W-8 BEN, or any successor form prescribed by the Internal Revenue Service, together with a 
certificate (A) establishing that the payment to the Foreign Lender qualifies as “portfolio interest” exempt from U.S. 
withholding tax under Code section 871(h) or 881(c), and (B) stating that (1) the Foreign Lender is not a bank for purposes of 
Code section 881 (c)(3)(A), =the obligation of the Borrower hereunder is not, with respect to such Foreign Lender, a loan 
agreement entered into in the ordinary course of its trade or business, within the meaning of that section; (2) the Foreign 
Lender is not a 10% shareholder of the Bonower within the meaning of Code section 871 (h)(3) or 88 I (c)(3)(B); and (3) the 
Foreign Lender is not a controlled foreign corporation that is related to the Borrower within the meaning of Code section 881 
(c)(3)(C); or (iv) such other Internal Revenue Service forms as may be applicable to the Foreign Lender, including Fonns W-8 
IMY or W-8 E D .  Each such Foreign Lender shall deliver to the Borrower and the Administrative Agent such forms on or 
before the date that it becomes a party to this Agreement (or in the case of a Participant, on or before the date such Participant 
purchases the related participation). In addition, each such Foreign Lender shall deliver such forms promptly upon the 
obsolescence or invalidity of any form previously delivered by such Foreign Lender. Each such Foreign Lender shaU promptly 
notify the Borrower and the Administrative Agent at any time that it determines that it is no longer in a position to provide any 
previously delivered certificate to the Borrower (or any other form of certification adopted by the Internal Revenue Service for 
such purpose). 

Section 2.18. Payments Generally: Pro Rata Treatment: Sharinp of Set-offs . 
(a) The Borrower shall make each payment required to be made by it hereunder (whether of principal, interest, fees, 

or amounts payable under Eqctions 2.15 , m o r  2.17-, or otherwise) prior to 12:OO noon (New York time) on the date when 
due, in immediately available funds, ffee and clear of any defenses, rights of set-oE, counterclaim, or withholding or deduction 
of taxes. Any amounts received after such time on any date may, in the discretion of the Administrative Agent, be deemed to 
have been received on the nexT succeeding Business Day for purposes of calculating interest thereon. All such payments shall 
be made to the Administrative Agent at the Payment Office, except that payments pursuant to Sections 2.15 2.16and 2.17 
and Usha l l  be made directly to the Persons entitled thereto. The Administrative Agent shall distribute any such payments 
received by it for the account of any other Person to the 
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appropriate recipient promptly following receipt thereof. If any payment hereunder shall be due on a day that is not a Business 
Day, the date for payment shall be ex%ended to the nex? succeeding Business Day, and, in the case of any payment accruing 
interest, interest thereon shall be made payable for the period of such extension. AI1 payments hereunder shall be made in 
Dollars. 

(b) If at any time insufficient funds are received by and available to the Administrative Agent to pay fully all 
amounts of principal, interest and fees then due hereunder, such funds shall be applied (i) first, towards payment of interest and 
fees then due hereunder, ratably among the parties entitled thereto in accordance with the amounts of interest and fees then due 
to such parties, and (ii) second, towards payment of principal then due hereunder, ratably among the parties entitled thereto in 
accordance with the amounts of principal then due to such parties. 

(c) If any L.ender shall, by exercising any right of set-off or counterclaim or otherwise, obtain payment in respect of 
any principal of or interest on any of its Loans that would result in such 1,ender receiving payment of a greater proportion of 
the aggregate amount of its Loans and accrued interest thereon than the proportion received by any other Lender, then the 
Lender receiving such greater proportion shall purchase (for cash at face value) participations in the Loans of other Lenders to 
the extent necessary so that the benefit of all such payments shall be shared by the Lenders ratably in accordance with the 
aggregate amount of principal of and accrued interest on their respective 1,oans; provided , that (i) if any such participations 
are purchased and all or any portion of the payment giving rise thereto is recovered, such participations shall be rescinded and 
the purchase price restored to the extent of such recovery, without interest, and (ii) the provisions of this paragraph shall not be 
construed to apply to any payment made by the Borrower pursuant to and in accordance with the express terms of this 
Agreement or any payment obtained by a Lender as consideration for the assignment of or sale of a participation in any of its 
Loans to any assignee or participant, other than to the Borrower or any Subsidiary or Affiliate thereof (as to which the 
provisions of this paragraph shall apply). The Borrower consents to the foregoing and agrees, to the extent it may effectively 
do so under applicable law, that any Lender acquiring a participation pursuant to the foregoing arrangements may exercise 
against the Borrower rights of set-off and counterclaim with respect to such participation as hlly as if such Lender were a 
direct creditor of the Borrower in the amount of such participation. 

(d) Unless the Administrative Agent shalI have received notice &om the Borrower prior to the date OD which any 
payment is due to the Administrative Agent for the account of the Lenders hereunder that the Borrower will not make such 
payment, the Administrative Agent may assume that the Borrower has made such payment on such date in accordance 
herewith and may, in reliance upon such assumption, distribute to the Lenders the amount or amounts due. In such event, if the 
Borrower has not In fact made such payment, then each ofthe Lenders severally agrees to repay to the Administrative Agent 
forthwith on demand the amount so distributed to such Lender with interest thereon, for each day from and including the date 
such amount is distributed to it to but excluding the date of payment to the Administrative Agent, at the greater of the Federal 
Funds Effective Rate and a rate determined by the Administrative Agent in accordance with banking industry rules on 
interbank compensation. 
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(e) If any Lender shall fail to make any payment required to be made by it pursuant to Section 2.4h ): 2.1 8(d ), or 
%3(&), (a ‘‘ Non-Funding Lender ”) then the Administrative Agent may, in its discretion (notwithstanding any contrary 
provision hereof), apply any amounts thereafter received by the Administrative Agent for the account of such Lender to satisfy 
such Lender’s obligations under such Sections until all such unsatisfied obligations are filly paid. 

or Section 2.17 , or if the Borrower is required to pay any additional amount to any Lender or any Governmental Authority for 
the account of any Lender pursuant to Section 2.1 7 , then such Lender shall use reasonable efforts to designate a different 
lending ofice for finding or booking its Loans hereunder or to assign its rights and obligations hereunder to another of its 
offices, branches or affiliates, if, in the sole judgment of such Lender, such designation or assignment (i) would eliminate or 
reduce amounts payable under Section 2.1 5 or Section 2.1 7 as the case may be, in the future and (ii) would not subject such 
Lender to any unreimbursed cost or expense and would not otherwise be disadvantageous to such Lender. The Borrower 
hereby agrees to pay all reasonable costs and expenses incurred by any Lender in connection with such designation or 
assignment. 

Section 2.20. Replacement of Lenders . If any Lender requests compensation under Section 2.15 , or if the 
Borrower is required to pay any additional amount to any Lender or any Governmental Authority of the account of any Lender 
pursuant to Section 2.17 or if any Lender is a Defaulting Lender, then the Borrower may, at its sole expense and effort, upon 
notice to such Lender and the Administrative Agent, require such Lender to assign and delegate, without recourse (in 
accordance with and subject to the restrictions set forth in Section 9.4!b )) all its interests, rights and obligations under this 
Agreement to an assignee that shall assume such obligations (which assignee may be another Lender); provided, that (i) the 
Borrower shall have received the prior written consent of the Administrative Agent, which consent shall not be unreasonably 
withheld, (ii) such Lender shall have received payment of an amount equal to the outstanding principal amount of all Loans 
owed to it, accrued interest thereon, accrued fees and all other amounts payable to it hereunder, from the assignee (in the case 
of such outstanding principal and accrued interest) and from the Borrower (in the case of all other amounts) and (iii) in the 
case of a claim for compensation under Section 2.1 5 or payments required to be made pursuant to Section 2.17 such 
assignment will result in a reduction in such compensation or payments. A Lender shall not be required to make any such 
assignment and delegation if, prior thereto, as a result of a waiver by such Lender or otherwise, the circumstances entitling the 
Borrower to require such assignment and delegation cease to apply. 

Section 2.19. &@tipation of ObliPations . Eany Lender requests compensation under Section 2.1 5 , Section 2.16 

Section 2.21. Increase of Commitments: Additional Lenders . 
(a) So long as no Event of Default has occurred and is continuing, from time to time after the Closing Date and 

provided that the Borrower shall have received all consents, approvals, authorizations, registrations and filings and orders 
required or advisable to be made or obtained uuder any Requirement of Law, or by any Contractual Obligation of Borrower, 
Borrower may, upon at least 30 days’ written notice to the Administrative Agent (who shall promptly provide a copy of such 
notice to each Lender), propose to increase the Aggregate Commitments to an aggregate amount not to exceed $300,000,000 
(the amount of any such increase, the “ Additional Commitment Amount ”). Each Lender shall have the right, for a period 
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of 20 days following receipt of such notice, to elect by written notice to the Borrower and the Administrative Agent to increase 
its Commitment by a principal amount equal to its Pro Rata Share of the Additional Commitment Amount. No Lender (or any 
successor &ereto) shall have any obligation to increase its Commitment or its other obligations under this Agreement and the 
other Credit Documents, and any decision by a Lender to increase its Commitment shall be made in its sole discretion 
independently from any other Lender. 

Borrower may designate another bank or other financial institution (which may be, but need not be, one or more o f  the existing 
Lenders) which at the time agrees to, in the case of any such Person that is an existing Lender, increase its Commitment and in 
the case of any other such Person (an " Additional Lender '7, become a party to this Agreement; provided , however, that any 
new bank or financial institution must be acceptable to the Administrative Agent, which acceptance will not be unreasonably 
withheld or delayed. The sum of the increases in the Commitments of the existing Lenders pursuant to this subsection (b) plus 
the Commitments of the Additional Lenders shall not in the aggregate exceed the Additional Cotnmitment Amount. 

(c) An increase in the Aggregate Commitment Amount pursuant to this Section 2.21 shall become effective upon the 
receipt by the Administrative Agent of a supplement or joinder in form and substance reasonably satisfactory to the 
Administrative Agent executed by the Borrower and by each Additional Lender and by each existing Lender whose 
Commitment is to be increased, setting forth the new Commitments of such L,enders and setting forth the agreement of each 
Additional Lender to become a party to this Agreement and to be bound by all the terms and provisions hereof, and such 
evidence of appropriate corporate authorization on the part of the Borrower with respect to the increase in the Commitments 
and such opinions of counsel for the Borrower with respect to the increase in the Commitments as the Administrative Agent 
may reasonably request. 

shall automatically be increased by the amount of the Commitments added or increased through such agreement and Schedule 
KshaIl automatically be deemed amended to reflect the Commitments of all Lenders after giving effect to the addition and 
increase of such Commitments. 

(b) If any Lender shall not elect to increase its Commitment pursuant to subsection (a) of this &@ion 2.21 , the 

(d) Upon the acceptance of any such agreement by the Administrative Agent, the Aggregate Commitment Amount 

(e) Upon any increase in the Aggregate Commitment Amount pursuant to this Section 2.2Lthat is not pro rata 
among all Lenders, within five Business Days, in the case of any Base Rate Loans then outstanding, and at the end of the then 
current Interest Period with respect thereto, in the case of my Eurodollar Loans then outstanding, the Borrower shall prepay 
such Loans in their entirety and, to the extent the Borrower elects to do so and subject to the conditions specified in Article m, the Borrower shall reborrow Loans from the Lenders in proportion to their respective Commitments after giving effect to 
such increase, until such time as all outstanding L,oans are held by the Lenders in proportian to their respective Commitments 
after giving effect to such increase. 
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ARTICLE Ill 

CONDITIONS PW-CJCDENT TO LOANS 

Section 3.1. Conditions To Effectiveness . The obligations of the Lenders to make Loans hereunder shall not 
become effective uritil the date on which each of the following conditions is satisfied (or waived in accordance with 
Section 9.2 ). 

(a) The Administrative Agent shall have received all fees and other amounts due and payable on or prior to the 
Closing Date, including reimbursement or payment of all out-of-pocket expenses (including reasonable fees, charges and 
disbursements of counsel to the Administrative Agent) required to be reimbursed or paid by the Borrower hereunder, under 
any other Credit Document and under any agreement with the Administrative Agent or SunTrust Robinson Humphrey, Inc., as 
Arranger. 

(b) The Administrative Agent (or its counsel) shall have received the following: 
(i) a counterpart of this Agreement signed by or on behalf of each party hereto or written evidence satisfactory to the 

Administrative Agent (which may include telecopy transmission of an executed signature page of this Agreement) that 
such party has signed a counterpart of this Agreement; 

(ii) [ReservedJ; 
(iii) evidence satisfactory to Administrative Agent that the Existing Credit Agreement has been terminated and all 

(iv) a certificate ofthe Secretary or Assistant Secretary of the Borrower in the form of Exhibit 3.l/b)(iv) , attaching 
amounts owing to the Lenders thereunder have been paid in full; 

and certifying copies of its bylaws and of the resolutions of its boards of directors, authorizing the execution, delivery and 
performance of the Credit Documents and certifying the name, title and true signature of each officer of the Borrower 
executing the Credit Documents; 

standing or existence, as may be available from the Secretary of State of the jurisdictions of organization of the Borrower 
and each other jurisdiction in which the failure to so qualify and be in good standing would have or would reasonabIy be 
expected to have a Material Adverse Effect; 

(vi) a favorable written opinion of inside or outside counsel to the Borrower, addressed to the Administrative Agent 
and each of the Lenders, and covering such matters relating to the Borrower, the Credit Documents and the transactions 
contemplated therein as the Administrative Agent or the Required Lenders shali reasonably request; 

(vii) a certificate in the form of Exhibit 3.l(b)(vii) , dated the Closing Date and signed by a Financial Officer, 
certifying that (A) no Default or Event of Default exists, 

(v) certified copies of the articles or certificate of incorporation of the Borrower, together with certificates of good 
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(B) all representations and warranties of the Borrower set forth in the Credit Documents are true and correct in all 
material respects, (C) since September 30,2007, there shall have been no change that has had or could be reasonably 
expected to have a Material Adverse Effect, (D) there are no actions, suits, investigations or legal, equitable, arbitration or 
administrative proceedings pending or, to the knowledge of the Borrower, threatened against the Borrower, any of its 
Subsidiaries or any of its properties which would have or be reasonably expected to have a Material Adverse Effect and 
(E) except as would not result or be reasonably expected to result in a Material Adverse Effect: (a) each ofthe properties 
of the Borrower and its Subsidiaries and all operations at such properties are in compliance in all material respects with 
all applicable Environmental Laws, (b) there is no violation of any Environmental Law with respect to the properties or 
the businesses operated by the Borrower or its Subsidiaries, and (c) there are no conditions relating to the businesses or 
properties that would reasonably be expected to give rise to a material liability under any applicable Environmental Laws; 

(viii) if a Borrowing will be made on the Closing Date, a duly executed Notice of Borrowing and a duly executed 
funds disbursement agreement, together with a report setting forth the sources and uses of the proceeds hereof; 

(ix) certified copies of all consents, approvals, authorizations, registrations and filings and orders required or 
advisable to be made or obtained under any Requirement of Law, or by any Contractual Obligation of Borrower, in 
connection with the execution, delivery, performance, validity and enforceability of the Credit Documents or any of the 
transactions contemplated thereby, and such consents, approvals, authorizations, registrations, filings and orders shall be 
in full force and effect and all applicable waiting periods shall have expired, and no investigation or inquiry by any 
governmental authority regarding the Commitments or any transaction being financed with the proceeds thereof shall be 
ongoing; and 

(x) copies of (A) the internally prepared quarterly financial statements of the Borrower and its subsidiaries on a 
consolidated basis for the Fiscal Quarter ending on June 30,2008, and (B) the audited consolidated fmancial statements 
for the Borrower and its subsidiaries for the Fiscal Years ending September 30,2005,2006 and 2007. 

Section 3.2. Each C.r_e_dit Even&.. The obligation of each Lender to make a Loan on the occasion of any Borrowing 

(a) at the time of and immediately after giving effect to such Borrowing, no Default or Event of Default shall exist; 

(b) at the time of and immediately after giving effect to such Borrowing, a11 representations and warranties of the 

is subject to the satisfaction of the following conditions: 

Borrower set forth in the Credit Documents shall be true and correct in all material respects on and as of the date of such 
Borrowing before and after giving effect thereto; 

(c) the Borrower shall have delivered the required Notice of Borrowing; and 
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(d) the Administrative Agent shall have received such other documents, certificaies, information or legal opinions as 
the Administrative Agent or the Required Lenders may reasonably request, all in form and substance reasonably satisfactory to 
the Administrative Agent or the Required Lenders. 

to the matters specified in paragraphs (a) and (b) ofthis Section 3.2 . 

and papers referred to in this Article llI , unless otherwise specified, shall be delivered to the Administrative Agent for the 
account of each of the Lenders and, except for any promissory notes, in sufficient counterparts or copies for each of the 
Lenders and shall be in form and substance reasonably satisfactory to the Administrative Agent. 

Each Borrowing shall be deemed to constitute a representation and warranty by the Borrower on the date thereof as 

Section 3.3. Deliverv of Documents . All of the Credit Documents, certificates, legal opinions and other documents 

ARTICLE I V  

REPRESENTATIONS AND WAElRANTuES 

The Borrower represents and warrants to the Administrative Agent and each Lender as follows: 
Section 4.1. Organization and Good Standiny . The Borrower (a) is a corporation duly organized, validly existing 

and in good standing under the laws of the jurisdictions of its incorporation, (b) is duly qualified and in good standing as a 
foreign corporation authorized to do business in every jurisdiction where the failure to so qualify would have or would 
reasonably be expected to have a Material Adverse Effect and (c) has the requisite corporate power and authority to own its 
properties and to carry on its business as now conducted and as proposed to be conducted. 

deliver and perform this Agreement and the other Credit Documents and to incur the obligations herein and therein provided 
for and (b) has been authorized by all necessary corporate action, to execute, deliver and perform this Agreement and the other 
Credit Documents. 

Section 4.2. Due Authorization . The Borrower (a) has the requisite corporate power and authority to execute, 

Section 4.3. No Conflicts . Neither the execution and delivery of the Credit Documents, nor the consummation of 
the transactions contemplated therein, nor performance of and compliance with the terms and provisions thereof by the 
Borrower will (a) violate or conflict with, in any material respect, any provision of its articles of incorporation or bylaws, 
(b) violate, contravene or conflict with, in any material respect, any law, regulation (including without limitation, Regulation 
U, Regulation X or any regulation promulgated by the Federal Energy Regulatory Commission), order, writ, judgment, 
injunction, decree or permit applicable to it, (c) except as would not reasonably be expected to result in a Material Adverse 
Effect, violate, contravene or conflict with contractual provisions of, or cause an event of default under, any indenture, loan 
agreement, mortgage, deed of trust, contract or other agreement or instrument to which it is a party or by which it or its 
properties may be bound, or (a) in any material respect, result in or require the creation of any Lien upon or with respect to its 
properties, other than a Permitted Lien. 
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Section 4.4. Consents . No consent, approval, authorization or order of, or filing, registration or qualification with, 
any court or Governmental Authority or third party is required in connection with the execution, delivery or performance of 
this Agreement or any of the other Credit Documents, except any such consent, approvai, authorization, order, filing, 
registration or qualification as would not reasonably be expected to have a Material Adverse Effect. 

Section 4.5. Enforceable Obligations . This Agreement and the other Credit Documents have been duly executed 
and delivered and constitute legal, valid and binding obligations of the Borrower enforceable against the Borrower in 
accordance with their respective terms, except as may be limited by bankruptcy or insolvency laws or similar laws affecting 
creditors’ rights generally or by general equitable principles. 

Section 4.6. Financial Condition . 
(a) The consolidated fmancial statements delivered to the Lenders pursuant to Section21 (b&j-;uid pursuant to 

Section 5.ICa) and u: (i) have been prepared in accordance with GAAP (subject to the provisions of Section 1.3) and 
(ii) present fairly in all material respects the financial condition, results of operations, and cash flows of the Borrower and its 
Subsidiaries as of such date and for such periods. 

(b) Since September 30,2007, there has been no sale, transfer or other disposition by the Borrower of any material 
part of the business or property of the Borrower, and no purchase or other acquisition by the Borrower of any business or 
property (including any Capital Stock of any other Person) material in relation to the financial condition of the Borrower, in 
each case which is not (i) reflected in the most recent financial statements delivered to the Lenders pursuant to Section 3.l(b) 
@and pursuant to Section 5.1 or in the notes thereto or (ii) otherwise permitted by the terns of this Agreement and 
communicated to the Administrative Agent. 

Section 4.7. Intentionally Omitted . 
Section 4.8, No Default. No Default or Event of DefauIt presently exists and is continuing. 

Section 4.9. IntentionaIlv Omitted . 
Section 4.10. Taxes . The Borrower and its Subsidiaries have filed, or caused to be filed, all material tax returns 

(federal, state, local and foreign) required to be filed and paid all amounts of taxes shown thereon to be due (including interest 
and penalties) and has paid all other material taxes, fees, assessments and other governmental charges (including mortgage 
recording taxes, documentary stamp taxes and intangibles taxes) owing by it, except for such taxes which are not yet 
delinquent or that are being contested in good faith and by proper proceedings, and against which adequate reserves are being 
maintained in accordance with GAAP. 
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Section 4.11. m l i a n c e  with Law . The Borrower and each of its Subsidiaries is in compliance with all laws, 
rules, regulations, orders and decrees applicable to it or to its properties, except where the failure to be in compliance would 
not have or would not reasonably be expected to have a Material Adverse Effect. 

Section 4.12. Material Aereements . Neither the Borrower nor any of its Subsidiaries is in default in any respect 
under any contract, lease, loan agreement, indenture, mortgage, security agreement or other agreement or obligation to which it 
is a party or by which any of its properties is bound which default has had or would be reasonably expected to have a Material 
Adverse Effect. 

Section 4.13. ERISA . Except as would not result or be reasonably expected to result in a Material Adverse Effect: 
(a) During the five-year period prior to the date on which this representation is made or deemed made: (i) no 

Termination Event has occurred, and, to the best knowledge of the Borrower, no event or condition has occurred or exists as a 
result of which any Termination Event is reasonably expected to occur, with respect to any Plan; (ii) no “accumulated fbnding 
deficiency,’’ as such term is defined in Section 302 of ERISA and Section 412 of the Code, whether or not waived, has 
occurred with respect to any Plan; (iii) each Plan has been maintained, operated, and funded in material compliance with its 
own terms arid in material compliance with the provisions of ERlSA, the Code, and any other applicable federal or state laws; 
and (iv) no Lien in favor or the PBGC or a Plan has arisen or is reasonably expected to arise 011 account of any Plan. 

4064 of ERISA with respect to any Single Employer Plan by the Borrower or any of its Subsidiaries which has or would 
reasonably be expected to have a Material Adverse Effect. 

meaning of Section 401(a)(2) of the Code, utilizing the actuarial assumptions used to find such Plans), whether or not vested, 
did not, as of the last annual valuation date prior to the date on which this representation is made or deemed made, exceed the 
current value of the assets of such Plan allocable to such accrued liabilities, except as disclosed in the Borrower’s firiancial 
statements. 

(b) No liability has been or is reasonably expected by the Borrower to be incurred under Sections 4062,4063 or 

(c) ‘The actuarial present value of all “benefit liabilities” wider each Single Employer Plan (determined within the 

(d) Neither the Borrower nor any ERISA Affiliate has incurred, or, to the best knowledge of the Borrower, is 
reasonabIy expected to incur, any withdrawal liability under ERlSA to any Multiemployer Plan or Multiple Employer Plan. 
Neither the Borrower nor any ERISA Affiliate has received any notification that any Multiemployer Plan is in reorganization 
(within the meaning of Section 4241 of ERLSA), is insolvent (within the meaning of Section 4245 of ERISA), or has been 
terminated (within the meaning of Title IV of ERISA), and no Multiemployer Plan is, to the best knowledge of the Borrower, 
reasonably expected to be in reorganization, insolvent, or terminated. 
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(e) No prohibited transaction (within the meaning of Section 406 of ERISA or Section 4975 of the Code) or breach 
of fiduciary responsibility has occurred with respect to a Plan which has subjected or is reasonably likely to subject the 
Borrower or any ERISA Miliate to any liability under Sections 406,407,409,502(i), or 502(1) of ERTSA or Section 4975 of 
the Code, or under any agreement or other instrument pursuant to which the Borrower or any ERISA AfXiiiate has agreed or is 
required to indemnify any person against any such liability. 

benefits provided and tlie employees participating) of the Iiability of the Borrower and each ERISA Affiliate for post- 
retirement welfare benefits to be provided to their current and former employees under Plans which are welfare benefit plans 
(as defined in Section 3(1) of ERISA), net of all assets under all such Plans allocable to such benefits, are reflected on the 
financial statements referenced in Section 5.1 in accordance with FASB 106. 

(f) The present value (determined using actuarial and other assumptions which are reasonable with respect to the 

(g) Each Plan which is a welfiwe plan (as defined in Section 3(1) of ERISA) to which Sectjons 60 1-609 of ERISA 
and Section 4980B ofthe Code apply has been administered in compliance in all material respects with such sections. 

in Section 5.8 . None of such proceeds will be used for the acquisition of another Person unless the board of directors (or other 
comparable governing body) or stockhoIders, as appropriate, of such Person has approved such acquisition. 

Section 4.14. Use of Proceeds . The proceeds of the Loans hereunder will be used solely for the purposes specified 

Section 4.15. Government Regulation . 
(a) No proceeds of the Loans will be used, directly or indirectly, for the purpose of purchasing or canying any 

“margin stock)) within the meaning of Regulation U, or for the purpose of purchasing or carrying or trading in any securities. If 
requested by any Lender or the Administrative Agent, the Borrower will furnish to the Administrative Agent and each Lender 
a statement to the foregoing effect in conformity with the requirements of FR Form IF1 referred to in Regulation U. No 
indebtedness being reduced or retired out of the proceeds of the Loans was or will be incurred for the purpose of purchasing or 
canying any margin stock within the meaning of Regulation U or any “margin security” within the meaning of Regulation T. 
“Margin stock” within the meaning of Regulation U does not constitute more than 25% of the value of the consolidated assets 
of the Borrower and its Subsidiaries. 

(b) Neither the Borrower nor any of its Subsidiaries is an “investment company” registered or required to be 

Section 4.16. Disclosure . Neither this Agreement nor any financial statements delivered to the Lenders nor any 

registered under the Lnvestment Company Act of 1940, as amended, and is not controlled by an “investment company”. 

other document, certificate or statement fbmished to the Lenders by or on behalf of the Borrower in connection with the 
transactions contemplated hereby (in each case, as modified or supplemented by other information so hrnished) contains any 
untrue .statement of a material fact or omits to state a material fact necessary in order to make the statements contained therein 
or herein, taken as a whole, not misleading; provided that, with 
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respect to projected financial information, the Borrower represents only that such information was prepared in good faith 
based upon assumptions believed to be reasonable at the time (it being understood that the projected financial information is 
subject to significant uncertainties and contingencies, many of which are beyond the Borrower’s control, and that no assurance 
can be given that any projections will be realized). 

Section 4.17. Intentionally Omitted.,. 

Section 4.18. Insurance . The Borrower and its Subsidiaries maintain insurance with insurance companies or 
associations rated by A.M. Best “A” or better in such amounts and covering such risks as is usually carried by companies 
engaged in similar business and owning similar properties in the same general areas in which the Borrower and its Subsidiaries 
operate and/or maintain a system or systems of self-insurance or assumption of risk which accords with the practices of similar 
businesses. 

Section 4.19. Franchises, Licenses,&&. The Borrower and its Subsidiaries possess (a) good title to, or the legal 
right to use, all properties and assets and (b) all hnchises, certificates, licenses, permits and other authorizations, in each case 
as are necessary for the operation of their respective businesses, except to the extent the failure to possess any of the foregoing 
would not and would not reasonably be expected to have a Material Adverse Effect. 

Section 4.20. Secured Indebtedness . All of the secured indebtedness of the Borrower is set forth on Schedule 4.20 
or permitted by Section 6.6 . 

Material Subsidiaries are set forth on Schedule 4.21 . Schedule 4.21 may be updated ftom time to time by the Borrower. 
Section 4.21. Subsidiaries . All Subsidiaries of the Borrower and the designation as to which such Subsidiaries are 

ARTICLE V 

AJ?FIRMATIVE COVENANTS 

The Borrower covenants and agrees that so long as any Lender has a Commitment hereunder or any Obligation 

Section 5.1. Information Covenants-. The Borrower will furnish, or cause to be fimished, to the Administrative 

(a) Annual Financial Statements . As soon as available, and in any event within 120 days after the close of each 

remains unpaid or outstanding: 

Agent (who shall forward copies thereof to each Lender): 

fiscal year of the Borrower, a consolidated balance sheet and income statement of the Borrower and its Subsidiaries, as of the 
end of such fiscal year, together with retained earnings and a consolidat6d statement of cash flows for such fiscal year setting 
forth in comparative form figures for the preceding fiscal year, a11 such financial information described above to be in 
reasonable form and detail and audited by independent certified public accountants of recognized national standing and whose 
opinion shall be fimished to the Administrative Agent, shall be to the effect that such financial statements have 
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been prepared in accordance with GAAP (except for changes with which such accountants concur) and shall not be limited as 
to the scope of the audit or qualified by a going concern or similar qualification. 

fiscal quarter of the Borrower (other than the fourth fiscal quarter) a consolidated balance sheet and income statement of the 
Borrower and its Subsidiaries, as of the end of such fiscal quarter, together with a related consolidated statement of cash flows 
for such fiscal quarter in each case setting forth in comparative form figures for the corresponding period of the preceding 
fiscal year, all such financial information described above to be in reasonable form and detail and reasonably acceptable to the 
Administrative Agent, and accompanied by a certificate of a Financial Officer of the Borrower to the effect that such quarterly 
financial statements fairly present in all material respects the financial condition of the Borrower and have been prepared in 
accordance with GAAP, subject to changes resulting &om audit and normal year-end audit adjustments and absence of notes. 

(c) Officer's CertZcate . At the time of delivery of the financial statements provided for in Sections 5.11aS and 5.1 
&above, a certificate of a Financial Officer of the Borrower, substantially in the form of Exhibit 5.1 (&, (i) demonstrating 
compliance with Section 5.2 by calculation thereof as of the end of each such fiscal period and (ii) stating that no Default or 
Event of Default exists, or if any Default or Event of Default does exist, specifying the nature and extent thereof and what 
action the Borrower proposes to take with respect thereto. 

(d) Reports . Promptly after the same are available, copies of all annual, regular, periodic and special reports and 

(b) Quarterly Financial Statements . As soon as available, and in any event within 65 days after the close of each 

registration statements which the Borrower may file or be required to file with the SEC under Section 13 or 1S(d) of the 
Securities Exchange Act of 1934, and not otherwise required to be delivered to the Administrative Agent pursuant hereto. 

(e) Notices . Upon the Borrower obtaining knowledge thereof, the Borrower will give written notice to the 
Administrative Agent promptly of (i) the occurrence of a Default or Event of Default, specifying the nature and existence 
thereof and what action the Borrower proposes to take with respect thereto and (ii) the occurrence of any of the following with 
respect to the Borrower or any Subsidiary: (A) the pendency or commencement of any litigation, arbitration or governmental 
proceeding against the Borrower or such Subsidiary which, if adversely determined, would have or would be reasonably 
expected to have a Material Adverse Effect or (B) the institution of any proceedings against the Borrower or such Subsidiary 
with respect to, or the receipt of notice by such Person of potential liability or responsibility for violation or alleged violation 
of, any federal, state or local law, rule or regulation (including, without limitation, any Environmental Law), the violation of 
which would have or would be reasonably expected to have a Material Adverse Effect. 

notice to the Administrative Agent and each of the Lenders promptly (and in any event within five Business Days) of: (i) any 
event or condition, including, but not limited to, any Reportable Event, that constitutes, or would be reasonably expected to 
lead to, a Termination Event; (ii) any communication from the PBGC stating its intention to terminate any Plan or to have a 
trustee appointed to administer any Plan together 

(f) ERISA . Upon the Borrower or any ERISA Affiliate obtaining knowledge thereof, the Borrower will give written 
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with a statement of the amount of liability, if any, incurred or expected to be incurred by the Borrower or any Subsidiary in 
connection therewith; (iii) with respect to any Multiemployer Plan, the receipt of notice as prescribed in ERISA or otherwise 
of any withdrawal liability assessed against the Borrower or any EFUSA Mlia te ,  or of a determination that any 
Multiemployer Plan is in reorganization or insolvent (both within the meaning of Title IV of ERISA); (iv) the failure to make 
full payment on or before the due date (including extensions) thereof of all amounts which the Borrower or any of its 
Subsidiaries or ERISA Affiliates is required to contribute to each Plan which is subject to Title IV of ERISA pursuant to its 
terms and as required to meet the minimum funding standard set forth in ERISA and the Code with respect thereto; or (v) any 
change in the hnding status of any Plan that would have or would be reasonably expected to have a Material Adverse Effect; 
together, with a description of any such event or condition or a copy of any such notice and a statement by a officer of the 
Borrower briefly setting forth the details regarding such event, condition, or notice, and the action, if any, which has been or is 
being taken or is proposed to be taken by the Borrower with respect thereto. Promptly upon request, the Borrower shall furnish 
the Administrative Agent with such additional information concerning any Plan as may be reasonably requested by the 
Administrative Agent or any Lender, including, but not limited to, copies of each annual repodreturn (Form 5500 series), as 
well as all schedules and attachments thereto required to be filed with the Department of Labor and/or the Internal Revenue 
Service pursuant to ERISA and the Code, respectively, for each “plan year” (within the meaning of Section 3(39) of ERISA). 

(g) Other Information . With reasonable promptness upon any such request, such other information regarding the 
business, properties or financial condition of the Borrower as the Administrative Agent or the Required Lenders may 
reasonably request. 

documents are included in materials otherwise filed with the SEC) may be delivered electronically and if so delivered, shall be 
deemed to have been delivered on the date (i) on which the Borrower posts such documents, or provides a link thereto on the 
Borrower’s website on the Internet at the website address www.atmosenergy.com; or (ii) on which such documents are posted 
011 the Borrower’s behalf on an Internet or intranet website, if any, to which each Lender and the Adniiiiistrative Agent have 
access (whether a commercial, third party website or sponsored by the Administrative Agent); provided that the Borrower 
shall notify the Administrative Agent (by telecopier or electronic mail) of the posting of any such documents (which notice the 
Administrative Agent shall promptly forward to the Lenders). Notwithstanding anything contained herein, in every instatice 
the Borrower shall be required to provide paper or facsimile copies of the officer’s certificates required by Section 5.l(c) to the 
Administrative Agent. Except for such officer’s certificates, the Administrative Agent shall have no obligation to request the 
delivery or to maintain copies of the documents referred to above, and in any event shall have no responsibility to monitor 
compliance by the Borrower with any such request for delivery, and each Lender shall be solely responsible for maintaining its 
copies of such documents. 

Capitalization Ratio shall be less than or equal to 0.70 to 1 .O. 

(h) Delivery of Jnformation . Documents required to be delivered pursuant to this Section (to the extent any such 

Section 5.2. Debt to Capitalization Ratio . As of the last day of each fiscal quarter of the Borrower, the Debt to 
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Section 5.3. Preservation of Existence. Franchises and Assets . The Borrower will, and will cause its Subsidiaries 
to, do all things necessary to preserve and keep in full force and effect its existence, rights, franchises and authority, except 
where failure to do so would not or would not reasonably be expected to have a Material Adverse Effect. The Borrower will, 
and will cause its Subsidiaries to, generally maintain its properties, real and personal, in good condition, and the Borrower and 
its Subsidiaries shall not waste or otherwise permit such properties to deteriorate, reasonable wear and tear excepted, except, in 
each case, where failure to do so would not or would not reasonably be expected to have a Material Adverse Effect. 

Section 5.4. Books and Records , The Borrower will, and will cause its Subsidiaries to, keep complete and accurate 
books and records of its transactions in accordance with good accounting practices on the basis of G A M  (including the 
establishment and maintenance of appropriate reserves). 

all permits and licenses required by, all laws (including, without limitation, all Environmental Laws and ERISA laws), rules, 
regulations and orders, and all applicable restrictions imposed by all GovemmentaJ Authorities, applicable to it and its 
property, if the failure to comply would have or would be reasonably expected to have a Material Adverse Effect. 

Section 5.5. Comdiance with Law . The Borrower will, and will cause its Subsidiaries to, comply with, and obtain 

Section 5.6. Payment of T’rr,es and Other Claims . The Borrower will, and will cause its Subsidiaries to, pay, 
settle or discharge (a) all material taxes, assessments and governmental charges or levies imposed upon it, or upon its income 
or profits, or upon any of its properties, before they shall become delinquent and (b) dl lawful claims (including claims for 
labor, materials and supplies) which, if unpaid, might give rise to a Lien upon any of its properties; provided . however”, that 
the Borrower shall not be required to pay any such tax, assessment, charge, levy, claim or indebtedness which is being 
contested in good faith by appropriate action and as to which adequate reserves therefor, if required, have been estabiished in 
accordance with GAAP, unless the failure to make any such payment (i) would give rise to an immediate right to foreclose or 
collect on a Lien securing such mounts or (ii) would have or would reasonably be expected to have a Material Adverse 
Effect. 

Section 5.7. Insurance . The Borrower will, and will cause its Subsidiaries to, at all times maintain in full force and 
effect insurance (including worker’s compensation insurance, Iiability insurance, casualty insurance and business interruption 
insurance) with insurance companies or associations rated by A.M. Best “A” or better in such amounts and covering such risks 
as is usually carried by companies engaged in similar business and owning similar properties in the same general areas in 
which the Borrower and its Subsidiaries operate and/or maintain a system or systems of self-insurance or assumption of risk 
which accords with the practices of similar businesses. 

Section 5.8. Use of Proceeds . The proceeds of the Loans may be used solely (a) to refmance the indebtedness under 
the Existing Credit Agreement on the Closing Date, (b) to maintain a liquidity facility for the issuance of commercial paper, 
(c) to find future permitted acquisitions and (d) for working capital, capital expenditures and other lawfiil corporate purposes 
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of the Borrower; provided, however, that in no event may the proceeds of any Loan be used to make any principal or interest 
payments on extensions of credit made under that certain 5-Year Revolving Credit Agreement, dated as of December 15, 
2006, among the Borrower, the Administrative Agent and the lenders party thereto. 

fiequently than once during any fiscal year upon reasonable advance notice through the Administrative Agent to the Borrower, 
the Borrower will permit representatives appointed by the Administrative Agent, including, without limitation, independent 
accountants, agents, attorneys, and appraisers to visit and inspect the Borrower’s and its Subsidiaries’ property, including their 
books and records, their accounts receivable and inventory, the Borrower’s and its Subsidiaries’ facilities and their other 
business assets, and to make photocopies or photographs thereof and to write down and record any information such 
representative obtains and shall permit the Administrative Agent or its representatives to discuss all such matters with the 
officers, employees and representatives of the Borrower and its Subsidiaries; provided, however, that when an Event of 
Default exists the Administrative Agent or any Lender (or any o f  their respective representatives) may do any of the foregoing 
at the expense of the Borrower at any time during normal business hours. 

I 

Section 5.9. Auditshspections . Upon reasonable prior notice and during normal business hours and no more 

ARTICLE VI 

NEGATlVE CQVENANTS 

The Borrower covenants and agrees that so long as any Lender has a Cornmitrnent hereunder or any Obligation 

Section 6.1. Nature of Business. The Borrower will not materially alter the character of its business from that 
remains outstanding: 

conducted as of the Closing Date. 

Section 6.2. Consolidation and Mercer . The BoITower will not (a) enter into any transaction of merger, or 
(b) consolidate, liquidate, wind up or dissoIve itself (or suffer any liquidation or dissolution); provided that, so long as no 
Default or Event of Default shall exist or be caused thereby, a Person may be merged or consolidated with or into the 
Borrower so long as the Borrower shall be the continuing or surviving corporation. 

nor will it permit any Subsidiary to, convey, sell, lease, transfer or otherwise dispose of assets, business or operations with a 
net book value in excess of 25% of Total Assets as calculated as of  the end of the most recent such fiscal quarter. 

any transaction or series of transactions, whether or not in the ordinary course of  business, with any Affiliate other than on 
terns arid conditions substantially as favorable as would be obtainable in a comparable am’s-Iength transaction with a Person 
other than an f i l i a t e ;  provided that the foregoing restriction shall not apply to the payment or grant of reasonable 
compensation, benefits and indemnities to any director, officer, employee or agent of the Borrower or any Subsidiary. 

Section 6.3. Sale or Lease of Assets . Within any period of four consecutive fiscal quarters, the Borrower will not, 

Section 6.4. Ai-m’s-Lengt_b-T~ansactions . The Borrower will not, nor will it permit its Subsidiaries to, enter into 
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Section 6.5. Fiscal Year: Oyanizational Documents . The Borrower will not (a) change its fiscal year or (b) in 
any manner that would reasonably be expected to materially adversely affect the rights of the Lenders, change its 
organizational documents or its bylaws; it being understood that the Borrower’s shareholders may approve an amendment to 
the Borrower’s Articles of Incorporation to permit the issuance of Preferred Securities. 

Section 6.6. Liens . The Borrower will not, nor will it permit any of its Material Subsidiaries to, contract, create, 
incur, assume or permit to exist any Lien with respect to any of its property or assets of any kind (whether real or personal, 
tangible or intangible), whether now owned or after acquired, except for the following: (a) Liens securing Obligations, 
(b) Liens for taxes not yet due or Liens for taxes being contested in good faith by appropriate action and for which adequate 
reserves, if required, determined in accordance with GAAP have been established (and as to which the property subject to any 
such Lien is not yet subject to foreclosure, sale or loss on account thereof), (c) Liens in respect of property imposed by law 
arising in the ordinary course of business such as materialmen’s, mechanics’, warehousemen’s, cmjer’s, landlords’ and other 
nonconsensual statutory Liens which are not yet due and payable, which have been in existence less than 90 days or which are 
being contested in good faith by appropriate action and for which adequate reserves, if required, determined in accordance 
with GAAP have been established (and as to which the property subject to any such Lien is not yet subject to foreclosure, sale 
or loss on account thereof), (d) pledges or deposits made in the ordinary course of business to secure payment of worker’s 
compensation insurance, unemployment insurance, pensions or social security programs, (e) Liens arising from good faith 
deposits in connection with or to secure performance of tenders, bids, leases, government contracts, performance and return- 
of-money bonds and other similar obligations incurred in the ordinary course of business (other than obligations in respect of 
the payment of borrowed money), ( f )  Liens arising from good faith deposits in connection with or to secure performance of 
statutory obligations and surety and appeal bonds, (8) easements, rights-of-way, restrictions (including zoning restrictions), 
minor defects or irregularities in title and other similar charges or encumbrances not, in any material respect, impairing the use 
of the encumbered property for its intended purposes, (h) judgment Liens that would not constitute an Event of Default or 
securing appeal or other surety bonds related to such judgments, (i) Liens arising by virtue of any statutory or common law 
provision relating to banker’s liens, rights of setoff or similar rights as to deposit accounts or other funds maintained with a 
creditor depository institution, (j) any Lien on any assets securing indebtedness incurred or assumed for the purpose of 
financing all or any part of the cost of acquiring, developing, operating, constructing, altering, repairing or improving all or 
part of such assets; provided that such Lien attaches to such asset concurrently with or within 90 days after the acquisition 
thereof, completion of construction, improvement or repair, or commencement of commercial operation of such assets, (k) any 
Lien on any asset of any Person existing at the time such Person is merged or consolidated with or into the Borrower or one of 
its Subsidiaries and not created in contemplation of such event, (1) any Lien existing on any asset prior to the acquisition 
thereof by the Borrower or one of its Subsidiaries and not created in contemplation of such acquisition, (m) any Lien on the 
assets of the Borrower or any Material Subsidiary pursuant to Section 803 of the 1998 Indenture, Section 803 of the 2001 
Indenture or Section 803 of the 2007 Indenture if placed on the propeq of the Borrower or such 
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Material Subsidiary on an equal and ratable basis with Liens securing Obligations and other Liens that may be placed on the 
properties of the Borrower or such Material Subsidiary in the future, (n) any Lien created in connection with a project fmanced 
with, or created to secure, Now-Recourse Indebtedness, (0) Liens on goods (and the proceeds thereof) and documents of title 
and the property covered thereby securing indebtedness in respect of commercial letters of credit, (p) Liens that have been 
placed by any developer, Iandlord or other third party on property over which the Borrower or any Material Subsidiary has 
easement rights or on any real property leased by the Borrower or any Material Subsidiary and subordination or similar 
agreements relating thereto, (q) any condemnation or eminent domain proceedings affecting any real property, (I) any 
provision for the retention of title to an asset by vendor or transferor of such asset which asset is acyuired by the Borrower or a 
Material Subsidiary in a transaction entered into in the ordinary course of business, (s) Liens on the proceeds of assets that 
were subject to Liens permitted hereunder or on assets acquired with such proceeds as a replacement of such former assets, 
(t) Liens on Fixed Assets not otherwise permitted by this Agreement securing indebtedness in the aggregate (at the time such 
Tiens are created) not in excess of ten percent (1 0%) of Consolidated Net Property, and (u) any extension, renewal or 
replacement (or successive extensions, renewals or replacements), as a whole or in part, of any Liens referred to in the 
foregoing clauses (a) through (t) for amounts not exceeding the principal amount ofthe indebtedness (including undrawn 
commitments) secured by the Lien so extended, renewed or replaced (except for accrued interest and a reasonable premium or 
other reasonable amount paid, and fees and expenses reasonably incurred in connection with such extension, renewal or 
replacement); provided that such extension, renewal or replacement Lien is limited to all or a part of the same property or 
assets that were covered by the Lien extended, renewed or replaced (plus improvements on such property or assets). 

ARTTCLE vD( 

Section 7.1. Events of Default . An Event of Default shall exist upon the occurrence of any of the following 
specified events (each an ‘‘ Event of Default ”): 

(a) PAvment . The Borrower shall default in the payment (i) when due of any principal of any of the Loans or 
(3) withni thee Business Days of when due of any interest on the Loans or of any fees owing hereunder or any of the other 
Credit Documents or (iii) witbin ten days of when due of any other amounts owing hereunder, under any of the other Credit 
Documents or in connection herewith. 

(b) Representations . Any representation, warranty or statement made or deemed to be made by the Borrower herein, 
in any of the other Credit Documents, or in any statement or certificate delivered or required to be delivered pursuant hereto or 
thereto (including without limitation the certificate delivered pursuant to Section 3.l(b)(vii)) shail prove unitrue in any material 
respect on the date as of which it was deemed to have been made. 

(c) Covenants . The Borrower shall: 

=(as to maintenance of existence of the Borrower only), =or Uthrough 6.6inclusive; or 
(i) default in the due performance or observance of any term, covenant or agreement contained in Sections 5.2 , 
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(ii) default in the due performance or observance by it of any term, covenant or agreement contained in 
Section 5.1 and such default shall continue unremedied for a period of five Business Days after the earlier of the 
Borrower becoming aware of such default or notice thereof given by the Administrative Agent; or 

referred to in subsections (a), (b), (c)(i), or (c)(ii) of this Section 7.1 ) contained in this Agreement or any other 
Credit Document and such default shall continue unremedied for a period of at least 30 days after the earlier of the 
Borrower becoming aware of such default or notice thereof given by the Administrative Agent. 

(d) Credit Documents . The Borrower shall default in the due perfamance or observance of any term, covenant or 

(iii) default in the due performance or observance by it of any term, covenant or agreement (other than those 

agreement in any of the other Credit Documents and such default shall continue unremedied for a period of at least 30 days 
after the earlier of (i) the Borrower becoming aware of such default or notice thereof given by the Administrative Agent or 
(ii) any Credit Document shalf fail to be in full force and effect or the Borrower shall so assert. 

Subsidiaries: (i) a court or governmental agency having jurisdiction in the premises shall enter a decree or order for relief in 
respect of the Borrower or any of its Material Subsidiaries in an involuntary case under any applicable bankruptcy, insolvency 
or other similar law now or hereafter in effect, or appoint a receiver, liquidator, assignee, custodian, trustee, sequestrator or 
similar official of the Borrower or any of its Material Subsidiaries or for any substantial part of its property or order the 
winding up or liquidation of its affairs; or (ii) an involuntary case under any applicable bankruptcy, insolvency or other similar 
law now or hereafter in effect is commenced against the Borrower or any of its Material Subsidiaries and such petition remains 
unstayed and in effect for a period of 60 consecutive days; or (iii) the Borrower or any of its Material Subsidiaries shall 
commence a voluntary case under any applicable bankruptcy, insolvency or other similar law now or hereafter in effect, or 
consent to the entry of an order for relief in an involuntary case under any such law, or consent to the appointment or taking 
possession by a receiver, liquidator, assignee, custodian, trustee, sequestrator or similar official of such Person or any 
substantial part of its property or make any general assignment for the benefit of creditors; or (iv) the Borrower or any of its 
Material Subsidiaries shall admit in writing its inability to pay its debts generally as they become due or any action shall be 
taken by such Person in hrtherance of any of the aforesaid purposes. 

(f) Defaults under Other Ameements . With respect to any indebtedness of the Borrower in excess of $1 00,000,000 
(other than indebtedness outstanding under this Agreement or Non-Recourse Indebtedness) (A) the Borrower shall (1) default 
in any payment (beyond the applicable grace period with respect thereto, if any) with respect to any such indebtedness, or 
(2) default (affer giving effect to any applicable grace period) in the observance 

(e) Bankruptcv. etc . The occurrence of any of the following with respect to the Borrower or any of its Material 
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or performance of any covenant or agreement relating to such indebtedness or contained in any instrument or agreement 
evidencing, securing or relating thereto, or any other event or condition shall occur or condition exist, the effect of which 
default or other event or condition is to cause, or permit, the holder of the holders of such indebtedness (or trustee or agent on 
behalf of such holders) to cause (determined without regard to whether any notice or lapse of time is required) any such 
indebtedness to become due prior to its stated maturity; or (B) any such indebtedness shall be declared due and payable, or 
required to be prepaid other than by a regularly scheduled required prepayment, or by a mandatory prepayment upon specified 
events or conditions, in each case, prior to the stated maturity thereof; or (C) any such indebtedness shall mature and remain 
unpaid. 

(g) &&gmmrS_. One or more final judgments, orders, or decrees shall be entered against the Borrower involving a 
liability of $100,000,000 or more, in the aggregate (to the extent not paid or covered by insurance provided by a carrier who 
has acknowledged coverage) and such judgments, orders or decrees shall continue unsatisfied, undischarged and unstayed for 
a period of 90 days; provided that if such judgment, order or decree provides for periodic payments over time then the 
Borrower shall have a grace period of 30 days with respect to each such periodic payment. 

expected to result in a liability of an amount greater than or equal to $20,000,000: (A) any “accumulated hnding deficiency,” 
as such term is defmed in Section 302 of ERISA and Section 412 ofthe Code, whether or not waived, shall exist with respect 
to any Plan, or any lien shall arise on the assets of the Borrower or any ERISA Affiliate in favor of the PBGC or a Plan; (B) a 
Termination Event shall occur with respect to a Single Employer Plan, which is, in the reasonable opinion of the 
Administrative Agent, likely to result in the termination of such Plan for purposes of Title IV of ERISA, (C) a Termination 
Event shaIl occur with respect to a Multiemployer Plan or Multiple Employer Plan, which is, in the reasonable opinion of the 
Administrative Agent, likely to result in (i) the termination of such Plan for purposes of Title IV of ERISA, or (ii) the 
Borrower or any ERISA Affiliate incurring any liability in connection with a withdrawal fiorn, reorganization of (within the 
meaning of Section 4241 of ERISA), or insolvency (within the meaning of Section 4245 of ERISA) of such Plan; or (D) any 
prohibited transaction (within the meaning of Section 406 of ERISA or Section 4975 of the Code) or breach of fiduciary 
responsibility shall occur which would be reasonably expected to subject the Borrower or any ERISA Affiliate to any liability 
under Sections 406,409,502(i), or 502(I) of ERISA or Section 4975 of the Code, or under any agreement or other instrument 
pursuant to which the Borrower or any ENSA Affiliate has agreed or is required to indemnify any person against any such 
liability. 

(h) ERISA . The occurrence of any of the following events or conditions if any of the same would be reasonably 

(i) Change of Control. The occurrence of any Change of Control. 

Section 7.2. Acceleration: Remedies . Upon the occurrence and during the continuation of an Event of Default, the 
Administrative Agent may, with the consent of the Required Lenders, and shall, upon the request and direction of the Required 
Lenders, by written notice to the Borrower take any of the following actions without prejudice to the rights of the 
Administrative Agent or any Lender to enforce its claims against the Borrower, except as otherwise specifically provided for 
herein: 

immediately terminated. 
(a) Termination of Commitments . Declare the Commitments terminated whereupon the Commitments shall be 
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(b) Acceleration of Loans . Declare the unpaid amount of all Borrower Obligations to be due whereupon the same 
shall be immediately due and payable without presentment, demand, protest or other notice of any kind, all of which are 
hereby waived by the Borrower. 

or otherwise available at law or in equity, including, without limitation, all rights of set-off. 

Notwithstanding the foregoing, if an Event of Default specified in Section 7.lfe) shall occur, then the Commitments shall 
automatically terminate and all Loans, all accrued interest in respect thereof, all accrued and unpaid fees and other 
indebtedness or obligations owing to the Lenders and the Administrative Agent hereunder shall immediately become due and 
payable without the giving of any notice or other action by the Administrative Agent or the Lenders. 

Notwithstanding the fact that enforcement powers reside primarily with the Administrative Agent, each Lender has, to the 
extent permitted by law, a separate right of payment and shall be considered a separate “creditor” holding a separate “claim” 
within the meaning of Section 1 Ol(5) of the Bankruptcy Code or any other insolvency statute. 

Agreement, after the occurrence of an Event of Default, all amounts collected or received by the Administrative Agent or any 
Lender on account o f  amounts outstanding under any of the Credit Documents shall be paid over or delivered as follows: 

FIRST, to the payment of all reasonable out-of-pocket costs and expenses (including without limitation reasonable 

(c) EnforcementBf Rights . Enforce any and all rights and interests created and existing under the Credit Documents 

Section 7.3. Allocation of Payments After Event of DefaBB.. Notwithstanding any other provisions of this 

attorneys’ fees) of the Administrative Agent or any of the Lenders in connection with enforcing the rights of the Lenders 
under the Credit Documents, pro rata as set forth below; 

SECONI), to payment of any fees owed to the Administrative Agent or any Lender, pro rata as set forth below; 
THIRD, to the payment of all accrued interest payable to the Lenders hereunder, pro rata as set forth below; 
FOURTH, to the payment of the outstanding principal amount of the Loans, pro rata as set forth below; 
FIFTH, to all other obligations which shall have become due and payable under the Credit Documents and not 

repaid pursuant to clauses ‘‘FIRST” through “FOURTH” above; and 
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SIXTH, to the payment of the surplus, if any, to whoever may be lawfully entitled to receive such surplus. 

In carrying out the foregoing, (a) amounts received shall be applied in the numerical order provided until exhausted prior to 
application to the next succeeding category and (b) each of the Lenders shall receive an amount equal to its pro rata share 
(based on the proportion that the then outstanding Loans held by such Lender bears to the aggregate then outstanding Loans) 
of amounts available to be applied. 

ARTICLE VIII 

THE ADIVIINISTM-T:m AGENT 

Section 8.1. Appointment of Administrative Apent . Each Lender irrevocably appoints SunTrust Bank as the 
Administrative Agent and authorizes it to take such actions on its behalf and to exercise such powers as are delegated to the 
Administrative Agent under this Agreement and the other Credit Documents, together with all such actions and powers that are 
reasonably incidental thereto. The Administrative Agent may perfom any of its duties hereunder or under the other Credit 
Documents by or through any one or more sub-agents or attorneys-in-fact appointed by the Administrative Agent. The 
Administrative Agent and any such sub-agent or attorney-in-fact may perform any and all of its duties and exercise its rights 
and powers through their respective Related Parties. The exculpatory provisions set forth in this Article shall apply to any such 
sub-agent or attorney-in-fact and the Related Parties of the Administrative Agent, any such sub-agent and any such attorney- 
in-fact and shall apply to their respective activities in connection with the syndication of the credit facilities provided for 
herein as well as activities as Administrative Agent. 

Section 8.2. Nature of Duties of Adrnin&ative Apent . The Administrative Agent shall not have any duties or 
obligations except those expressly set forth in this Agreement and the other Credit Documents. Without limiting the generality 
of the foregoing, (a) the Administrative Agent shall not be subject to any fiduciary or other implied duties, regardless of 
whether a Default or an Event of Default has occurred and is continuing, (b) the Administrative Agent shall not have any duty 
to take any discretionary action or exercise any discretionary powers, except those discretionary rights and powers expressly 
contemplated by the Credit Documents that the Administrative Agent is required to exercise in writing by the Required 
Lenders (or such other number or percentage of the Lenders as shall be necessary under the circumstances as provided in 
Section 9.2 ), and (c) except as expressly set forth in the Credit Documents, the Administrative Agent shall not have any duty 
to disclose, and shall not be liable for the failure to disclose, any information relating to the Borrower or any of its Subsidiaries 
that is communicated to or obtained by the Administrative Agent or any of its Affiliates in any capacity. The Administrative 
Agent shall not be liable for any action taken or not taken by it, its sub-agents or attorneys-in-fact with the consent or at the 
request of the Required Lenders (or such other number or percentage of the Lenders as shall be necessary under the 
circumstances as provided in Section 9.2 ) or in the absence of its own gross negligence or willful misconduct. The 
Administrative Agent shall not be responsible for the negligence or misconduct of any sub-agents or attorneys-in-fact selected 
by it with reasonable care. ‘The Administrative Agent shall 
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not be deemed to have knowledge of any Default or Event of Default unless and until written notice thereof (which notice shall 
include an express reference to such event being a “Default” or “Event of Default” hereunder) is given to the Administrative 
Agent by the Borrower or any Lender, and the Administrative Agent shall not be responsible for or have any duty to ascertain 
or inquire into (i) any statement, warranty or representation made in or in connection with any Credit Document, (ii) the 
contents of any certificate, report or other document delivered hereunder or thereunder or in connection herewith or therewith, 
(iii) the performance or observance of any of the covenants, agreements, or other terms and conditions set forth in any Credit 
Document, (iv) the validity, enforceability, effectiveness or genuineness of any Credit Document or any other agreement, 
instrument or document, or (v) the satisfaction of any condition set forth in Article LU or elsewhere in any Credit Document, 
other than to confirm receipt of items expressly required to be delivered to the Administrative Agent. The Administrative 
Agent may consult with legal counsel (including counsel for the Borrower) concerning all matters pertaining to such duties. 

independently and without reliance upon the Administrative Agent or any other Lender and based on such documents and 
information as it has deemed appropriate, made its own credit analysis and decision to enter into this Agreement. Each of the 
Lenders also acknowledges that it will, independently and without reliance upon the Administrative Agent or any other Lender 
and based on such documents and information as it has deemed appropriate, continue to make its ou7n decisions in taking or 
not taking of any action under or based on this Agreement, any related agreement or any document fbrnished hereunder or 
thereunder. 

Section 8.3. Lack of Reliance-on the Administrative Agent . Each of the Lenders acknowledges that it has, 

Section 8.4. Certain Ri@fs&Uhe Administrative Agent.. If the Administrative Agent shall request instructions 
from the Required Lenders with respect to any action or actions (including the failure to act) in connection with this 
Agreement, the Administrative Agent shall be entitled to refrain from such act or taking such act, unless and until it shall have 
received instructions from such Lenders; and the Administrative Agent shall not incur liability to any Person by reason of so 
refraining. Without limiting the foregoing, no Lender shall have any right of action whatsoever against the Administrative 
Agent as a result of the Administrative Agent acting or refraining from acting hereunder in accordance with the instructions of 
the Required Lenders where required by the terms of this Agreement. 

not incur any liability for relying upon, any notice, request, certificate, consent, statement, instrument, document or other 
writing believed by it to be genuine and to have been signed, sent or made by the proper Person. The Administrative Agent 
may also rely upon any statement made to it orally or by telephone and believed by it to be made by the proper Person and 
shall not incur any liability for relying thereon. The Administrative Agent may consult with legal counsel (including counsel 
for the Borrower), independent public accountants and other experts selected by it and shall not be liable for any action taken 
or not taken by jt in accordance with the advice of such counsel, accountants or experts. 

shall have the same rights and powers under this Agreement 

Section 8.5. Reliance by Administrative Arent . The Administrative Agent shall be entitled to rely upon, and shall 

Section 8.6. The Administrative Agent in its Individual Capacity I The bank serving as the Administrative Agent 
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and any other Credit Document in its capacity as a Lender as any other Lender and may exercise or refrain from exercising the 
same as though it were not the Administrative Agent; and the terms “Lenders”, “Required Lenders” or any similar terms shall, 
unless the context clearly otherwise indicates, include the Administrative Agent in its individual capacity. The bank acting as 
the Administrative Agent and its Affiliates may accept deposits from, lend money to, and generally engage in any kind of 
business with the Borrower or any Subsidiary or Affiliate of the Borrower as if it were not the Administrative Agent 
hereunder. 

Section 8.7. Successor Administrative Agent . 
(a) The Administrative Agent may resign at any time by giving written notice thereof to the Lenders and the 

Borrower. Upon any such resignation, the Required Lenders shall have the right to appoint a successor Administrative Agent, 
subject to the approval by the Borrower provided that no Default or Event of Default shall exist at such time. Eno  successor 
Administrative Agent shaIl have been so appointed, and shall have accepted such appointment within 30 days after the retiring 
Administrative Agent gives notice of resignation, then the retiring Administrative Agent may, on behalf of the Lenders, 
appoint a successor Administrative Agent, which shall be a commercial bank organized under the laws of the United States of 
America or any state thereof or a bank which maintains an office in the United States, having a combined capital and surplus 
of at least $500,000,000. 

(b) Upon the acceptance of its appointment as the Adminktrative Agent hereunder by a successor, such successor 
Administrative Agent shall thereupon succeed to and become vested with all the rights, powers, privileges and duties of the 
retiring Administrative Agent, and the retiring Administrative Agent shall be discharged from its duties and obligations under 
this Agreement and the other Credit Documents. If within 45 days after written notice is given of the retiring Administrative 
Agent’s resignation under this Section 8.7 no successor Administrative Agent shall have been appointed and shall have 
accepted such appointment, then on such 45 *day (i) the retiring Administrative Agent’s resignation shall become effective, 
(ii) the retiring Administrative Agent shall thereupon be discharged fiom its duties and obligations under the Credit 
Documents and (iii) the Required Lenders shall thereafter perform all duties of the retiring Administrative Agent under the 
Credit Documents until such time as the Required Lenders appoint a successor Administrative Agent as provided above. After 
any retiring Administrative Agent’s resignation hereunder, the provisions of this Article shall continue in effect for the benefit 
of such retiring Administrative Agent and its representatives and agents in respect of any actions taken or not taken by any of 
them while it was serving as the Administrative Agent. 

Section 8.8. Authorization to Execute other Credit Documents . Each Lender hereby authorizes the 
Administrative Agent to execute on behalf of all Lenders all Credit Documents other than this Agreement. 

Section 8.9. Documentation Aeent: Syndication AEent: Manapin? Aped .  Each of the Lenders and the Borrower 
hereby acknowledges and agrees that the Documentation Agent, the Syndication Agent and the Managing Agent shall have no 
duties or obligations under any Credit Documents to any Lender or the Borrower. 
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.. 

ARTICLE IX 

Section 9.1. Eotices . 
(a) Except in the case of notices and other communications expressly permitted to be given by telephone, a11 notices 

and other communications to any party herein to be effective shalI be in writing and shall be delivered by hand or overnight 
courier service, mailed by certified or registered mail, sent by telecopy or to the extent permitted below, by email as follows: 

To tbe Borrower: Atmos Energy Corporation 
700 Three Lincoln Centre 
5430 LBJ Freeway 
Dallas, Texas 75240 
Attention: Laurie Sherivood 
Telecopy Number: (214) 550-9318 
Email Address: 
Iaurie.sherwood@atmosenergy .com 

With a copy to: Atmos Energy Corporation 
700 Three Lincoln Centre 
5430 LBJ Freeway 
Dallas, Texas 75240 
Attention: Treasury Department 
Telecopy Number: (972) 855-3266 
Ernail Address: treasury@,atmosenerg.com 

To the Administrative Agent: SunTrust Bank 
303 Peachtree Street, N.E. 
Atlanta, Georgia 30308 
Attention: Andrew Johnson 
Telecopy Number: (404) 827-6270 
Ernaif Address: Andrew.Johnson@,suntrust.com 

With a copy to: SunTrust Bank 
Agency Services 
303 Peachtree Street, N. E./ 25 *Floor 
Atlanta, Georgia 30308 
Attention: Ms. Tecla HurIey 
Telecopy Number: (404) 658-4906 
Email Address: agency.services@suntrust.com 

and 
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King & Spalding LLP 
1 1  80 Peachtree Street, N.E. 
Atlanta, Georgia 30309 
Attention: Carolyn Z. Alford 
Telecopy Number: (404) 572-5 100 
Email Address: czalford@ksJaw.com 

To any other Lender: the address set forth in the Administrative 
Questionnaire or the Assignment and Acceptance 
Agreement executed by such Lender 

Notices and other cotnmunications hereunder may be delivered or firnished by electronic communication (including e-mail 
and Internet or intranet websites) pursuant to procedures approved by the Administrative Agent, provided that the foregoing 
shall not apply to notices to any Lender pursuant to Article It if such Lender has notified the Administrative Agent that it is 
incapable of receiving notices under such Article by electronic communication. The Administrative Agent or the Borrower 
may, in its discretion, agree to accept notices and other communications to it hereunder by electronic communications pursuant 
to procedures approved by it, provided that approval of such procedures may be limited to particular notices or 
communications. Unless the Administrative Agent otherwise prescribes, (i) notices and other communications sent to an e- 
mail address shall be deemed received upon the sender’s receipt of an acknowledgement from the intended recipient (such as 
by the ‘‘return receipt requested” function, as available, return e-mail or other written acknowledgement), provided that ifsuch 
notice or other communication is not sent during the normal business hours of the recipient, such notice or co~nmunication 
shall be deemed to have been sent at the opening of business on the next business day for the recipient, and (ii) notices or 
communications posted to an Internet or intranet website shall be deemed received upon the deemed receipt by the intended 
recipient at its e-mail address as described in the foregoing clause (i) ofnotification that such notice or communication is 
available and identifying the website address therefor. 

Any party hereto may change its address or telecopy number for notices and other communications hereunder by notice to the 
other parties hereto. All such notices and other communications shall, when transmitted by overnight delivery, or faxed, be 
effective when delivered for overnight (next-day) delivery, or transmitted in legible form by facsimile machine, respectively, 
or if mailed, upon the third Business Day afier the date deposited into the mail or if delivered, upon delivery; provided, that 
notices delivered to the Administrative Agent shall not be effective until actually received by such Person at its address 
specified in this Section 9.1 . 

facsimile is solely for the convenience and at the request of the Borrower. The Administrative Agent and the Lenders shall be 
entitled to rely on the authority of any Person purporting to be a Person authorized by the Borrower to give such notice and the 
Administrative Agent and Lenders shall not have any liability to the Borrower or other Person on account of any action taken 
or not taken by the Administrative Agent or the Lenders in 

(b) Any agreement of the Administrative Agent and the Lenders herein to receive certain notices by telephone or 
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reliance upon such telephonic or facsimile notice. The obligation of the Borrower to repay the Loans and all other Obligations 
hereunder shall not be affected in any way or to any extent by any failure of the Administrative Agent and the Lenders to 
receive written confirmation of any telephonic or facsimile notice or the receipt by the Administrative Agent and the Lenders 
of a confirmation which is at variance with the terms understood by the Administrative Agent and the Lenders to be contained 
in any such telephonic or facsimile notice. 

Section 9.2. Waiver: Amendments . 
(a) No failure or delay by the Administrative Agent or any Lender in exercising any right or power hereunder or any 

other Credit Document, and no course of dealing between the Borrower and the Administrative Agent or any Lender, shall 
operate as a waiver thereof, nor shall any single or partial exercise of any such right or power or any abandonment or 
discontinuance of steps to enforce such right or power, preclude any other or further exercise thereof or the exercise of any 
other right or power hereunder or thereunder. The rights and remedies ofthe Administrative Agent and the Lenders hereunder 
and under the other Credit Documents are cumulative and are not exclusive of any rights or remedies provided by law. No 
waiver of any provision of this Agreement or any other Credit Document or consent to any departure by the Borrower 
therefrom shall in any event be effective unless the same shall be permitted by paragraph (b) of this Section 9.2 , and then such 
waiver or consent shall be effective only in the specific instance and for the purpose for which given. Without limiting the 
generality of the foregoing, the making of a Loan shall not be construed as a waiver of any Default or Event of Default, 
regardless of whether the Administrative Agent or any L,ender may have had notice or knowledge of such Default or Event of 
Default at the time. 

(b) No amendment or waiver of any provision of this Agreement or the other Credit Documents, nor consent to any 
departure by the Borrower therefrom, shall in any event be effective unless the same shall be in writing and signed by the 
Borrower and the Required Lenders or the Borrower and the Administrative Agent with the consent ofthe Required Lenders 
and then such waiver or consent shall be effective only in the specific instance and for the specific purpose for which given; 
provided , that no amendment or waiver shall: (i) increase the Commitment of any L,ender without the written consent of such 
Lender, (ii) reduce the principal amount of any Loan or reduce the rate of interest thereon, or reduce any fees payable 
hereunder, without the written consent of each Lender affected thereby, (iii) postpone the date fixed for any payment of any 
principal of, or interest on, any Ldoan or interest thereon or any fees hereunder or reduce the amount of, waive or excuse any 
such payment, or postpone the scheduled date for the termination or reduction of any Commitment, without the written 
consent of each Lender affected thereby, (iv) change Section 2.1 8(b) or @ in a manner that would alter the pro rata sharing of 
payments required thereby, without the written consent of each Lender, (v) change any of the provisions of this Section 9.2 or 
the definition of ‘Required Lenders” or any other provision hereof specifying the number or percentage of Lenders which are 
required to waive, amend or modify any rights hereunder or make any determination or grant any consent hereunder, without 
the consent of each Lender; (vi) release any guarantor or Iimit the IiabiIity of any such guarantor under any guaranty 
agreement, without the written consent of each Lender; (vii) release all or substantially all collateral (if any) securing any of 
the Obligations, without the written consent of each Lender; provided further, that no such agreement shall amend, modify or 
otherwise affect the rights, duties or obligations of the Administrative Agent without the prior 
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written consent of such Person. Notwithstanding anything to the contrary herein, no Defaulting Lender shall have any right to 
approve or disapprove any amendment, waiver or consent hereunder, except that the Commitment of such Lender may not be 
increased or extended without the consent of such Lender. Notwithstanding anything contained herein to the contrary, this 
Agreement may be amended and restated without the consent of any Lender (but with the consent of the Borrower and the 
Administrative Agent) if, upon giving effect to such amendment and restatement, such Lender shall no longer be a party to this 
Agreement (as so amended and restated), the Commitments of such Lender shall have terminated (but such Lender shall 
continue to be entitled to the benefits of Sections 2.15 , 2.16-, 2.17and U), such Lender shall have no other commitment or 
other obIigation hereunder and shall have been paid in full all principal, interest and other amounts owing to it or accrued for 
its account under this Agreement. 

Section 9.3. Expenses: Indemnification . 
(a) The Borrower shall pay (i) all reasonable, out-of-pocket costs and expenses of the Administrative Agent and its 

Affiliates , including the reasonable fees, charges and disbursements of counsel for the Administrative Agent and its Affiliates, 
in connection with the syndication of the credit facilities provided for herein, the preparation and administration of the C’redit 
Documents and any amendments, modifications or waivers thereof (whether or not the transactions contemplated in this 
Agreement or any other Credit Document shalI be consummated), and (ii) all reasonable out-of-pocket costs and expenses 
(including, without limitation, the reasonable fees, charges and disbursements of outside counsel and the allocated cost of 
inside counsel) incurred by the Administrative Agent or any Lender in connection with the enforcement or protection of its 
rights in connection with this Agreement, including its rights under this Section 9.3 , or in connection with the Loans made 
hereunder, including all such out-of-pocket expenses incurred during any workout, restructuring or negotiations in respect of 
such Loans. 

(b) The Borrower shall indenmi@ the Administrative Agent (and any sub-agent thereof), each Lender and each 
Related Party of any of the foregoing Persons (each such Person being called an ‘‘ Indemnitee ”) against, and hold each 
Indemnitee harmless from, any and all losses, claims, damages, liabilities and related expenses (including the reasonable fees, 
charges and disbursements of any counsel for any Indemnitee), and shall indemnify and hold harmless each Indemnitee from 
aI1 fees and time charges and disbursements for attorneys who may be employees of any Indemnitee, incurred by any 
Indemnitee or asserted against any Indemnitee by any third party or by the Borrower arising out of, in connection with, or as a 
result of (i) the execution or delivery of this Agreement, any other Credit Document or any agreement or instrument 
contemplated hereby or thereby, the performance by the parties hereto of their respective obligations hereunder or thereunder 
or the consummation of the transactions contemplated hereby or thereby, (ii) any Loan or the use or proposed use of the 
proceeds therefrom, (iii) any actual or alleged presence or Release of Hazardous Materials on or from any property owned or 
operated by the Borrower or any of its Subsidiaries, or any Environmental Liability related in any way to the Borrower or any 
of its Subsidiaries, or (iv) any actual or prospective d a h ,  litigation, investigation or proceeding relating to any of the 
foregoing, whether based on contract, tort or any other theory, whether brought by a third party or by the Borrower, and 
regardless of whether any Indemnitee is a party thereto, provided that such indemnity shall not, as to any Indemnitee, be 
available to the extent that such losses, claims, 
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damages, liabilities or related expenses (x) are determined by a court of competent jurisdiction by fmal and nonappealable 
judgment to have resulted from the gross negligence or willfol misconduct of such Indemnitee or (y) result from a d a h  
brought by the Borrower against an Indemnitee for breach in bad faith of such Indemnitee’s obligations hereunder or under 
any other Credit Document, if the Borrower has obtained a final and nonappealable judgment in its favor on such claim as 
determined by a CAUI-~ of competent jurisdiction. 

any and all present and future stamp, documentary, and other similar taxes with respect to this Agreement and any other Credit 
Documents, any collateral described therein, or any payments due thereunder, and save the Administrative Agent and each 
Lender harmless from and against any and all liabilities with respect to or resulting from any delay or omission to pay such 
taxes. 

(c) The Borrower shall pay, and hold the Administrative Agent and each of the Lenders harmless fiom and against, 

(d) To the extent that the Borrower fails to pay any amount required to be paid to the Administrative Agent under 
clauses (a), (b) or (c) hereof, each Lender severally agrees to pay to the Administrative Agent such Lender’s Pro Rata Share 
(determined as of the time that the unreimbursed expense or indemnity payment i s  sought) of such unpaid amount; provided , 
that the unreimbursed expense or indemnified payment, claim, damage, liability or related expense, as the case may be, was 
incurred by or asserted against the Administrative Agent in its capacity as such. 

(e) To the extent permitted by applicable law, the Borrower shall not assert, and hereby waives, any claim against 
any Indemnitee, on any theory of liability, for special, indirect, consequential or punitive damages (as opposed to actual or 
direct damages) arising out of, in connection with or as a result of, this Agreement or any agreement or instrument 
Contemplated hereby, the transactions contemplated therein, any Loan or the use of proceeds thereof. 

(f) All amounts due under this Section 9.3 shall be payable promptly after written demand therefor. 

Section 9.4. Successors and Assips . 
(a) The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto and their 

respective successors and assigns permitted hereby, except that the Borrower may not assign or otherwise transfer any of its 
rights or obligations hereunder without the prior written consent of the Administrative Agent and each Lender, and no Lender 
may assign or otherwise transfer any of its rights or obligations hereunder except (i) to an assignee in accordance with the 
provisions of paragraph (b) of this Section, (ii) by way of participation in accordance with the provisions of paragraph (d) of 
this Section or (iii) by way of pledge or assignment of a security interest subject to the restrictions of paragraph ( f )  of this 
Section (and any other attempted assignment or transfer by any party hereto shall be null and void). Nothing in this 
Agreement, expressed or implied, shall be construed to confer upon any Person (other than the parties hereto, their respective 
successors and assigns permitted hereby, Participants to the extent provided in paragraph (d) of this Section and, to the extent 
expressly contemplated hereby, the Related Parties of each of the Administrative Agent and the Lenders) any Iegal or equitable 
right, remedy or claim under or by reason of this Agreement. 
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(b) Any Lender may at any tune assign to one or more assignees all or a portion of its rights and obligations under 
this Agreement (including all or a portion of its Commitment and the Loans at the time owing to it); provided that any such 
assignment shall be subject to the following conditions: 

(i) Minimum Amounts . 

Loans at the time owing to it or in the case of an assignment to a Lender, a11 Affiliate of a Lender or an Approved 
Fund, no minimum amount need be assigned; and 

(which for this purpose includes Loans and Credit Exposure outstanding thereunder) or, if the applicable 
Commitment is not then in effect, the principal outstanding balance of the Loans and Credit Exposure of the 
assigning Lender subject to each such assignment (determined as of the date the Assignment and Acceptance with 
respect to such assignment is delivered to the Adminishathe Agent or, if “Trade Date” is specified in the 
Assignment and Acceptance, as of the Trade Date) shall not be less than $1,000,000, unless each of the 
Administrative Agent and, so long as no Event of Default has occurred and is continuing, the Borrower otherwise 
consents (each such consent not to be unreasonably withheld or delayed). 
(ii) Proportionate Amounts . Each partial assignment shall be made as an assignment of a proportionate part of all 

(A) in the case of an assignment of the entire remaining amount of the assigning Lender’s Commitment and the 

(B) in any case not described in paragraph (b)(i)(A) of this Section, the aggregate amount of the Cotnmitment 

the assigning Lender’s rights and obligations under this Agreement with respect to the Loans, Credit Exposure or the 
Commitment assigned. 

(b)(i)(B) of this Section and, in addition: 
(iii) Required Consents . No consent shall be required for any assignment except to the extent required by paragraph 

(A) the consent of the Bonrower (such consent not to be unreasonably withheld or delayed) shall be required 
unless (x) an Event ofL)efault has occurred and is continuing at the time of such assignment or (y) such assignment 
is to a Lender, an AEliate of a Lender or an Approved Fund; 

(B) the consent of the Administrative Agent (such consent not to be unreasonably withheld or delayed) shall be 
required for assignments to a Person that is not a Lender with a Commitment. 
(iv) Assignment and Acceptance . The parties to each assignment shall deliver to the Administrative Agent (A) a 

duly executed Assignment and Acceptance, (B) a processing and recordation fee of $3,500 , (C) an Administrative 
Questionnaire unless the assignee is already a Lender and (D) the documents required under Section 2.17(&if such 
assignee is a Foreign Lender. 
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(v) No Assi-ament to Borrower.. No such assignment shall be made to the Borrower or any of the Borrower’s 

(vi) No Assignment to Natural Persons . No such assignment shall be made to a natural person. 
Affiliates or Subsidiaries. 

Subject to acceptance and recording thereof by the Administrative Agent pursuant to paragraph (c) of this Section 9.4 , from 
and after the effective date specified in each Assignment and Acceptance, the assignee thereunder shall be a party to this 
Agreement and, to the extent of the interest assigned by such Assignment and Acceptance, have the rights and obligations of a 
Lender under this Agreement, and the assigning Lender thereunder shall, to the extent of the interest assigned by such 
Assignment and Acceptance, be released from its obligations under this Agreement (and, in the case of an Assignment and 
Acceptance covering all of the assigning Lender’s rights and obligations under this Agreement, such Lender shaIl cease to be a 
party hereto) but shall continue to be entitled to the benefits of Sections 2.15 .2.16,2.17 and =with respect to facts and 
circumstances occurring prior to the effective date of such assignment. Any assignment or transfer by a Lender of rights or 
obligations under this Agreement that does not comply with this paragraph shall be treated for purposes of this Agreement as a 
sale by such Lender of a participation in such rights and obligations in accordance with paragraph (d) of this Section 9.4 . If 
the consent of the Borrower to an assignment is required hereunder (including a consent to an assignment which does not meet 
the min ium assignment thresholds specified above), the Borrower shall be deemed to have given its consent five Business 
Days after the date notice thereof has actually been delivered by the assigning Lender (through the Administrative Agent) to 
the Borrower, unless such consent is expressly refused by the Borrower prior to such fifth Business Day. 

(c) The Administrative Agent shall maintain at one of its offices in Atlanta, Georgia a copy of each Assignment and 
Acceptance delivered to it and a register for the recordation of the names and addresses of the Lenders, and the Commitments 
of, and principal amount of the Loans and Credit Exposure owing to, each Lender pursuant to the terms hereof f?om time to 
time (the “ Register ”). The entries in the Register shall be conclusive, and the Borrower, the Administrative Agent and the 
Lenders may treat each Person whose name is recorded in the Register pursuant to the terms hereof as a Lender hereunder for 
all purposes of this Agreement, notwithstanding notice to the contrary. The Register shall be available for inspection by the 
Borrower and any Lender, at any reasonable time and from time to time upon reasonable prior notice. 

participations to any Person (other than a natural person, the Borrower or any of the Borrower’s Affiliates or Subsidiaries) 
(each, a “ Participant ”) in all or a portion of such Lender’s rights and/or obligations under this Agreement (including all or a 
portion of its Commitment and/or the Loans owing to it); provided that (i) such Lender’s obligations under this Agreement 
shall remain unchanged, (ii) such Lender shall remain solely 

(d) Any Lender may at any time, without the consent of, or notice to, the Borrower or the Administrative Agent, sell 
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responsible to the other parties hereto for the performance of such obligations and (iii) the Borrower, the Administrative Agent 
and the Lenders shall continue to deal solely and directly with such Lender in connection with such Lender’s rights and 
obligations under this Agreement. , 

(e) Any agreement or instrument pursuant to which a Lender sells such a participation shall provide that such Lender 
shall retain the sole right to enforce this Agreement and to approve any amendment, modification or waiver of any provision of 
this Agreement; provided that such agreement or instrument may provide that such Lender will not, without the consent of the 
Participant, agree to any amendment, modification or waiver with respect to the following to the extent affecting such 
Participant: (i) increase the Commitment of any Lender without the written consent of such Lender, (ii) reduce the principal 
amount of any Loan or reduce the rate of interest thereon, or reduce any fees payable hereunder, without the written consent of 
each Lender affected thereby, (iii) postpone the date fixed for any payment of any principal of, or interest on, any Loan or 
interest thereon or any fees hereunder or reduce the amount of, waive or excuse any such payment, or postpone the scheduled 
date for the termination or reduction of any Commitment, without the written consent of each Lender affected thereby, 
(iv) change Section 2.1 8tb) or in a manner that would alter the pro rata sharing of payments required thereby, without the 
written consent of each Lender, (v) change any ofthe provisions ofthis Section 9.4 or the defrnition of “Required Lenders” or 
any other provision hereof specifying the number or percentage of Lenders which are required to waive, amend or modify any 
rights hereunder or make any determination or grant any consent hereunder, without the consent of each Lender; (vi) release 
any guarantor or limit the liability of any such guarantor under any guaranty agreement without the written consent of each 
Lender except to the extent such release is expressly provided under the terms of this Agreement or such guaranty agreement; 
or (vii) release all or substantially all collateral (if any) securing any of the Obligations. Subject to paragraph (e) of this 
Section - 9&, the Borrower agrees that each Participant shall be entitled to the benefits of Sections &I5 .2.16 , and 2.17to the 
same extent as if it were a Lender and had acquired its interest by assignment pursuant to paragraph (b) of this Section 9.4 . To 
the extent permitted by law, each Participant also shall be entitled to the benefits of Section 9.7 as though it were a Lender, 
provided such Participant agrees to be subject to Section 2.15 as though it were a Lender. 

applicable Lender would have been entitled to receive with respect to the participation sold to such Participant, unless the sale 
of the participation to such Participant is made with the Borrower’s prior written consent, A Participant that would be a 
Foreign Lender if it were a Lender shall not be entitled to the benefits of Section 2.17 unless the Borrower is notified of the 
participation sold to such Participant and such Participant agrees, for the benefit of the Borrower, to comply with Section 2.17 
@-as though it were a Lender. 

Agreement to secure obligations of such Lender, including without limitation any pledge or assignment to secure obligations 
to a Federal Reserve Bank or any other central bank having jurisdiction over any Lender or its parent; provided that no such 
pledge or assignment shall release such Lender f?om any of its obligations hereunder or substitute any such pledgee or 
assignee for such Lender as a party hereto. 

( f )  A Participant shall not be entitled to receive any greater payment under Section 2.1 5 and Section 2.17 than the 

(g) Any Lender may at any time pledge or assign a security interest in all or any portion of its rights under this 
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Section 9.5. GoverninP Law: Jurisdiction: Consent to Service of Process . 
(a) This Agreement and the other Credit Documents shall be construed in accordance with and be governed by the 

law (without giving effect to the conflict of law principles thereof, except for Sections 5-1 401 and 5-1402 of the New York 
General Obligations Law) of the State of New York. 

jurisdiction of the United States District Court of the Southern District of New York, and of any state court of the State of New 
York sitting in New York County and any appellate court from any thereof, in any action or proceeding arising out of or 
relating to this Agreement or any other Credit Document or the transactions contemplated hereby or thereby, or for recognition 
or enforcement of any judgment, and each of the parties hereto hereby irrevocably and unconditionally agrees that all claims in 
respect of any such action or proceeding may be heard and determined in such New York state court or, to the extent permitted 
by applicable law, such Federal court. Each of the parties hereto agrees that a final judgment in any such action or proceeding 
shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other manner provided by law. 
Nothing in this Agreement or any other Credit Document shall affect any right that the Administrative Agent or any Lender 
may otherwise have to bring any action or proceeding relating to this Agreement or any other Credit Document against the 
Borrower or its properties in the courts of any jurisdiction. 

(c) The Borrower irrevocably and unconditionally waives any objection which it may now or hereafter have to the 
laying ofvenue of any such suit, action or proceeding described in paragraph (b) of this Section 9.5 and brought in any court 
referred to in paragraph (b) of this Section 9.5 . Each of the parties hereto irrevocably waives, to the hilest extent permifted by 
applicable law, the defense of an inconvenient forum to the maintenance of such action or proceeding in any such court. 

(d) Each party to this Agreement irrevocably consents to the service of process in the manner provided for notices in 
Section 9.1 , provided that such service of process is delivered onIy by overnight courier, signature required. Nothing in this 
Agreement or in any other Credit Document will affect the right of any party hereto to serve process in any other manner 
permitted by law. 

Section 9.6. WAIVER OF JURY TRIAL . EACH PARTY HERETO IRREVOCABLY WAIVES, TO THE 
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN 
ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF THIS AGREEMENT OR ANY OTHER 
CREDIT DOCUMENT OR THE TRANSACTIONS CONTEMPLATED HEFSBY OR TfIEREBY (WHETHER BASED 
ON CONTRACT, TORT OR ANY OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO 
REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTmR PARTY HAS REPRESENTED, EXPRESSLY OR 
OTHERWISE, THAT SIJCH OTHER PARTY WOULD NOT, IN THE EVENT OF LLTlGATION, SEEK TO ENFORCE 
THE: FOREGOING WAIVER, AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE 
BEEN 

(b) The Borrower hereby irrevocably and unconditionally submits, for itself and its property, to the exclusive 
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TNDTJCED TO EN'ER INTO T H S  AGREEMENT AND THE OTHER CREDIT DOCUMENTS BY, AMONG OTHER 
THINGS, THE MNTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION. 

Section 9.7. Wght of Setoff, In addition to any rights now or hereafter granted under applicable law and not by way 
of limitation of any such rights, each Lender shall have the right, at any time or from time to time upon the occurrence and 
during the continuance of an Event of Default, without prior notice to the Borrower, any such notice being expressly waived 
by the Borrower to the extent permitted by applicable law, to set off and apply against all deposits (general or special, time or 
demand, provisional or final) of the Borrower at any time held or other obligations at any time owing by such Lender to or for 
the credit or the account of the Borrower against any and all Obligations held by such Lender irrespective of whether such 
Lender shall have made demand hereunder and although such Obligations may be unmatured. Each Lender agrees promptly to 
notify the Administrative Agent and the Borrower after any such set-off and any application made by such Lender; provided , 
that the failure to give such notice shall not affect the validity of such set-off and application. Each Lender agrees to apply all 
amounts collected from any such set-off to the Obligations before applying such amounts to any other Indebtedness or other 
obligations owed by the Borrower and any of its Subsidiaries to such Lender. 

Agreement on any number of separate counterparts (including by telecopy), and all of said counterparts taken together shall be 
deemed to constitute one and the same instrument. This Agreement, the Fee Letter, the other Credit Documents, and any 
separate letter agreement(s) relating to any fees payable to the Administrative Agent constitute the entire agreement among the 
parties hereto and thereto regarding the subject matters hereof and thereof and supersede all prior agreements and 
understandings, oral or written, regarding such subject matters. 

Section 9.9. Survival. All covenants, agreements, representations and warranties made by the Borrower herein and 
in the certificates or other instruments delivered in connection with or pursuant to this Agreement shall be considered to have 
been relied upon by the other parties hereto and shall survive the execution and delivery of this Agreement and the making of 
any Loans, regardless of any investigation made by any such other party or on its behalf and notwithstanding that the 
Administrative Agent or any Lender may have had notice or knowledge of any Default or incorrect representation or warranty 
at the time any credit is extended hereunder, and shall continue in full force and effect as long as the principal of or any 
accrued interest on any Loan or any fee or any other amount payable under this Agreement is outstanding and unpaid and so 
long as the Commitments have not expired or terminated. The provisions of Sections 2.15 ,2.16 .2.17, and ?Land Article 
yI!Lshall survive and remain in full force and effect regardless of the consummation of the transactions contemplated hereby, 
the repayment of the Loans, the expiration or termination of the Commitments or the termination of this Agreement or any 
provision hereof. All representations and warranties made herein, in the certificates, reports, notices, and other documents 
delivered pursuant to this Agreement shall survive the execution and delivery of this Agreement and the other Credit 
Documents, and the making of the Loans. 

Section 9.8. CounterDarts: Integration . This Agreement may be executed by one or more of the parties to this 
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Section 9.10. Severability . Any provision of this Agreement or any other Credit Document held to be illegal, 
invalid or unenforceable in any jurisdiction, shall, as to such jurisdiction, be ineffective to the extent of such illegality, 
invalidity or unenforceability without affecting the legality, validity or enforceability of the remaining provisions hereof or 
thereof; and the illegality, invalidity or unenforceability of a particular provision in a particular jurisdiction shall not invalidate 
or render unenforceable such provision in any other jurisdiction. 

reasonable precautions to maintain the confidentiality of any Information, except that such Information may be disclosed (i) to 
any Related Party of the Administrative Agent or any such Lender, including without limitation accountants, legal counsel and 
other advisors, (ii) to the extent required by applicable laws or regulations or by any subpoena or similar legal process, (iii) to 
the extent requested by any regulatory agency or authority, (iv) to the extent that such information becomes publicly available 
other than as a result of a breach of this Section 9.1 1 , or which becomes available to the Administrative Agent, any Lender or 
any Related Party of any of the foregoing on a non-confidential basis from a source other than the Borrower, (v) in connection 
with the exercise of any remedy hereunder or any suit, action or proceeding relating to this Agreement or the enforcement of 
rights hereunder, and (vi) subject to provisions substantially similar to this Section 9.1 1 , to any actual or prospective assignee 
or Participant, or to any direct or indirect contractual counterparties (or the professional advisors thereto) to any swap or 
derivative transaction relating to Borrower and its obligations, or (vii) with the consent of the Borrower. Any Person required 
to maintain the confidentiality of any information as provided for in this Ssgtbn 9.1 1 shall be considered to have complied 
with its obligation to do so if such Person has exercised the same degree of care to maintain the confidentiality of such 
infomation as such Person would accord its own confidential information. For the purposes of this Section, “ hformation ” 
means all information received from the Borrower relating to the Borrower or its business, other than any such information 
that is available to the Administrative Agent or any Lender on a nonconfidential basis prior to disclosure by the Borrower; 
provided tbat, in the case of information received fi-om the Borrower after the date hereof, such information is clearly 
identified at the time of delivery as confidential. 

Section 9.12. Interest Rate Limitation . Notwithstanding anything herein to the contrary, if at any time the interest 
rate applicabIe to any Loan, together with all fees, charges and other amounts which may be treated as interest on such Loan 
under applicable law (collectively, the “ Charges ”), shall exceed the maximum lawful rate of interest (the “ Maximum Rate’’ ) 
which may be contracted for, charged, taken, received or reserved by a Lender holding such Loan in accordance with 
applicable law, the rate of interest payable in respect of such L,oan hereunder, together with all Charges payable in respect 
thereof, shall be limited to the Maximum Rate and, to the extent lawful, the interest and Charges that would have been payable 
in respect of such Loan but were not payable as a result of the operation of this Section 9.!&shall be cumulated and the interest 
and Charges payable to such Lender in respect of other L,oans or periods shall be increased (but not above the Maximum Rate 
therefor) until such cumulated amount, together with interest thereon at the Federal Funds Rate to the date of repayment, shall 
have been received by such Lender. 

Section 9.1 1. Confidentialib . Each of the Administrative Agent and each Lender agrees to take normal and 
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Section 9.13. Waiver of Effect of Corporate Seal I The Borrower represents and warrants that it is not required to 
affix its corporate seal to this Agreement or any other Credit Document pursuant to any requirement of law or regulation, 
agrees that this Agreement is delivered by Borrower under seal and waives any shortening of the statute of limitations that may 
result from not affixing the corporate seal to this Agreement or such other Credit Documents. 

Section 9.14. Patriot Act . The Administrative Agent and each Lender hereby notifies the Borrower that pursuant to 
the requirements of the USA PATRIOT Act (Title III of Pub. L. 107-56 (signed into law October 26,2001)) (the “Patriot 
Act”’), it is required to obtain, veri@ and record information that identifies the Borrower, which information includes the name 
and address of the Borrower and other infomation that will allow such Lender or the Administrative Agent, as applicable, to 
identify the Borrower in accordance with the Patriot Act. The Borrower shall, and shall cause each of its Subsidiaries to, 
provide to the extent commercially reasonable, such information and take such other actions as are reasonably requested by the 
Administrative Agent or any Lender in order to assist the Administrative Agent and the Lenders in maintaining compliance 
with the Patriot Act. 

Section 9.15. Location of Closing. Each 1,ender acknowledges and agrees that it has delivered, with the intent to be 
bound, its executed counterparts of this Agreement to Agent, c/o King & Spalding LLP, 1185 Avenue of the Americas, New 
York, New York 10036. Borrower acknowledges and agrees that it has delivered, with the intent to be bound, its executed 
counterparts of this Agreement and each other Loan Document, together with all other documents, instruments, opinions, 
certificates and other items required under Section 3.1 , to Agent, c/o King & Spalding LIB, 1 185 Avenue of the Americas, 
New York, New York 10036. A11 parties agree that closing of the transactions contemplated by this Credit Agreement shall be 
deemed to have occurred in New York. 

Section 9.16. No Fiduciary Duly-. The Administrative Agent, the Syndication Agent, the Documentation Agent, 
each Lender and their Affiliates (collectively, solely for purposes of this paragraph, the “ Lenders ”), may have economic 
interests that conflict with those of Borrower. Borrower agrees that nothing in the Credit Documents or otherwise will be 
deemed to create an advisory, fiduciary or agency relationship or fiduciary or other implied duty between the Lenders and 
Borrower, its stockholders or its affiliates. The Borrower acknowledges and agrees that (i) the transactions contemplated by 
the Credit Documents are arm’s-length commercial transactions between the Lenders, on the one hand, and Borrower, on the 
other, (ii) in connection therewith and with the process leading to such transaction each of the Lenders is acting solely as a 
principal and not the agent or fiduciary of Borrower, its management, stockholders, creditors or any other person, (iii) no 
Lender has assumed an advisory or fiduciary responsibility in favor of Borrower with respect to the transactions contemplated 
hereby or the process leading thereto (irrespective of whether any Lender or any of its affiliates has advised or is currently 
advising Borrower on other matters) or any other obligation to Borrower except the obligations expressly set forth in the Credit 
Documents and (iv) Borrower has consulted its own legal and financial advisors to the extent it deemed appropriate. Borrower 
further acknowledges and agrees that it is responsible for making its own independent judgment with respect to such 
transactions and the process leading thereto. Borrower agrees that it will not claim that any Lender has rendered advisory 
services of any nature or respect, or owes a fiduciary or similar duty to Borrower, in connection with such transaction or the 
process leading thereto.” 
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IN WITNESS WHEREOF , the parties hereto have caused this Agreement to be duly executed by their respective 
authorized officers as of the day arid year first above written. 

ATMOS ENERGY CORPORATION, as 
Borrower 

By /s/ LAURIE M. SHERWOOD --- 
Name: Laurie M. Shenvood 
Title: Vice President, Corporate Development 

and Treasurer 

[SIGNATURE PAGE TO 364-DAY REVOLVING CREDIT AGREEMENT1 
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.. 

SUNTRUST BANK, 
as Administrative Agent and as a Lender 

By /s/ ANDREW JOHNSON 
Name: Andrew Johnson 
Title: Director 

[SIGNATIJRE PAGE TO 364-DAY REVOLVING CREDIT AGREEMENT] 
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BANK OF ARIIERTCA, N.A., as Syndication 
Agent and as a Lender 

By /s/ ALLISON W. CONNALLY I_ 

Name: Allison W. Connally 
Title: Vice President 

[SIGNATURE PAGE TO 364-DAY REVOLVING CREDIT AGREEMENT] 
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‘CJS. BANK NATIONAL ASSOCIATION, as 
Documentation Agent and as a Lender 

By /s/ KEVIN S. MCFADDEN 
Name: Kevin S. McFadden 
Title: Vice President 

[SIGNATURIE PAGE TO 364-DAY REVOLVING CREDIT AGREEMENT] 
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THE ROYAL BANK OF SCOrLAlW PLC, as 
a Lender 

By /sf MATi'HEW MAIN 
Name: Matthew Main 
Title: Managing Director 

[SIGNATURE PAGE TO 364-DAY REVOLVulvG CREDIT AGREEMENT] 
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THE BANK OF TOKYO-M'ITSUBISRI UFJ, 
LTD., as a Lender 

By fsfLINDATERRY 
Name: Linda Terry 
Title: Vice President and Manager 

[SIGNATURE PAGE TO 364-DAY REVOLVING CREDIT AGREE'MENT] 
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WELLS FARGO BANK, N.A., as Managing 
Agent and as a Lender i 

By /s/ SCOTT BJELDE - 
Name: Scott Bjelde 
Title: Senior Vke President 

[SIGNATURE PAGE TO 364-DAY REVOLVING CREDIT AGREEMENT] 
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NORTHERN TRUST, as a Lender 

By /s/ MORGAN A. LYONS 
Name: Morgan A. Lyons 
Title: Vice President 

[SIGNATURE PAGE TO 364-DAY REVOLVING CREDIT AGRIEEMENTJ 

9/17/2009 



ATMOS ENEKGY COW. Page 76 of 100 

MERRILI, LYNCH BANK USA, as a Lender 

By /s/ DAVID MJLLE’IT 
Name: David Millett 
Title: Vice President 

[SIGNATURE PAGE TO 364-DAY REVOLVING CREDIT AGREEMENT] 
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GOLDMAN SACHS BANK USA, as a Lender 

By /s/ MARK WALTON 
Name: Mark Walton 
Title: Authorized Signatary 

[SIGNATURE PAGE TO 364-DAY REVOLVING CREDIT AGREEMBNT] 

9/17/2009 
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COM3ERICA BANK, as a Lender 

By /s/ CATHERINE 34. YOUNG 
Name: Catherine M. Young 
Title: Vice President 

[SIGNATURE PAGE fro 364-DAY REVOLVING CREDIT AGREEMENT] 
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Schedule I 

APPLICABLE MARGINS AND APPLTCABLE PI3RCEJT.AG.E-S 

Rating Category Applicable Margin for Applicable Margin for Base Applicable Commitment 
Moody’dS&P/Fitcb Eurodollar Advances Rate Advan- Fee Percentage - Jive1 -- 

0.250% I 2 A3/A-/ A- 1.250% 1.250% 
n Baal/ BBB-+/ BBB+ 1.500% I .500% 0.375% 
III Baa2/ BBB/ BBB 2.000% 2.000% 0.500% 

0.625% Iv Bad/  BBB-/ BBB- 2.250% 2.250% 
V 5 Bal/ BB+/ BB+ 2.500% 2.500% 0.750% 

The credit ratings to be utilized for purposes of this Schedule are those assigned to the senior, unsecured long-term debt 
securities of the Borrower without third-party credit enhancement, whether or not any such debt securities are actually 
outstanding, and any rating assigned to any other debt security of the Borrower shall be disregarded. If the ratings established 
or deemed to have been established by Moody’s, S&P and Fitch for the Borrower fall within different Levels, the highest 
rating (or numerically lower Level) shall apply, unless the ratings differ by more than one Level, in which case, if the rating is 
the same by two rating agencies, and the third agency rating is lower, then the higher rating shall govern and otherwise, the 
governing rating shalI be the rating next below the highest of the three. If the Borrower is not rated by Moody’s, S&P or Fitch, 
then the rate shall be established by reference to Level V. 

If the rating system of Moody’s, S&P or Fitch shall change, or if any of these rating agencies shall cease to be in the 
business of rating corporate debt obligations, the Borrower, the Lenders and the Administrative Agent shall negotiate in good 
faith to amend this Schedule to reflect such changed rating system or the unavailability of ratings from such rating agency and, 
pending the effectiveness of any such amendment, the Applicable Margin and the Applicable Percentage shall be determined 
by reference to the rating most recently in effect prior to any such change or cessation. If after a reasonable time (not to exceed 
90 days) the parties cannot agree to a mutually acceptable amendment, the Applicable Margin and the Applicable Percentage 
shall be determined by reference to Level V. 

[SCHEDULE JJ 
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Schedule I3 

COMMITMENT AMOUNTS 

Lender 
SunTrust Bank 
Bank of America, N.A. 
U.S. Bank National Association 
Wells Fargo Bank, N.A. 
The Bank of Tokyo-Mitsubishi UFJ, LTD 
Merrill Lynch Bank USA 
Northern Trust 
The Royal Bank of Scotland PLC 
Goldrnari Sachs Bank USA 
Comerica Bank 
TOTAL 

Commitment Amount 
$ 35,416,667.00 
$ 35,416,667.00 
$ 30,000,000.00 
$ 25,000,000.00 
$ 20,000,000.00 
$ 16,666,666.00 
$ 15,000,000.00 
$ 15,000,000.00 
$ 10,000,000.00 
$ 10,000,000.00 

212,500,000.00 

[SCHEDULE 91 
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SCHEDULE 4.20 

Secured Indebtedness as of June 30,2008 

Interest 
Rate Maturity 

Rental Property fixed rate term notes various due 2013 due in installments 
Total Secured Indebtedness 

[SCEIEDULE 4.201 
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Balance at  
6/30/08 

$1,647,8 18.23 
$1,647,818.23 
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SCHEDULE 4.21 

State or Country of 

Name Incorpontion 
BLUE FLAME INSURANCE SERVICES, LTD 
(wholly-owned subsidiary of Atrnos Energy Corporation) 

MlSSISSUPPI ENERGIES, INC. Mississippi 
(wholly-owned subsidiary of Atmos Energy Corporation) 

LEGEWARY LIGHTING, LLC Mississippi 
(50% owned by Mississippi Energies, Inc.) 

Bermuda 

UNlTARY GH&C PRODUCTS, LLC 
(28% owned by Mississippi Energies, Inc.) 

A M O S  ENERGY HOLDINGS, INC. 
(wholly-owned subsidiary of At~nos Energy Corporation) 

ATMOS ENERGY SERVICES, LLC 
(a limited liability company, wholly-owned by Atmos Energy Holdings, Inc.) 

ENERGAS ENERGY SERVlCES TRUST 
(a business trust, wholly-owned by Atmos Energy Services, LLC) 

EGASCO, LLC 
(a limited liability company, wholly-owned by Atmos Energy Holdings, h c . )  

EmRh4ART ENERGY SERVICES TRUST 
(a business trust, wholly-owned by Amos Energy Holdings, Inc.) 

ATMOS ENERGY MARKETING, LLC 
(a limited liability company, wholly-owned by Atmos Energy Holdings, tnc.) 

ATMOS POWER SYSTEMS, INC. 
(a wholly-owned subsidiary of Atmos Energy Holdings, Inc.) 

[ SCEZEDULE 4.211 
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State or Country of 

Incorporation 
Delaware ATMOS PIPELINE AND STORAGE, LLC 

(a limited liability company, wholly-owned by Atmos Energy Holdings, Inc.) 

UCG STORAGE, INC. 
(wholly-owned by Atmos Pipeline and Storage, LLC) 

WKG STORAGE, INC. 
(wholly-owned by Atmos Pipeline and Storage, LLC) 

ATMOS EXPLORATION AND PRODTJCTION, INC. 
(wholly-owned by Atmos Pipeline and Storage, LLC) 

TRANS LOUISIANA GAS PIPELINE, lNC. 
(wholly-owned by Atmos Pipeline and Storage, LLC) 

TRANS LOUISIANA GAS STORAGE, INC. 
(wholly-owned by Atmos Pipeline and Storage, LLC) 

ATMOS GATHEKING COMPANY, LLC 
(a limited liability company, wholly-owned by Atmos Pipeline and Storage, LLC) 

PHOENIX GAS GATHERING COMPANY (2) 

(wholly-owned by Atmos Gathering Company, LLC) 

(a limited liability company, jointly owned by Atmos Gathering Company, 
LLC (70%) and HNNG Midstream Partners, LLC (30%)) 

Atmos-HNNG, LLC (3) 

Delaware 

Delaware 

Delaware 

Louisiana 

Delaware 

Delaware 

Delaware 

Delaware 

(I)  

C2) 

(3) Entity formed October 15,2007. 

No Subsidiary of the Borrower currently qualifies as a Material Subsidiary as that term is defined in the Credit 
Agreement. 
Conversion and name change of Straight Creek C-thering GP, LLC to Phoenix Gas Gathering Company became 
effective June 8,2007. 

[SCHEDIJLE 4.211 
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EXJXLBIT A 

Fam OF ASSIGNMEXI’ AND ACCEPTANCE 
(364 Day Facility) 

[ Date ] 

Reference is made to the Revolving Credit Agreement dated as of October 29,2008 (as amended and in effect 
on the date hereof, the “ Credit Agreement ”), among Atmos Energy Corporation, a Texas and Virginia corporation, the 
lenders from time to time party thereto and SunTrust Bank, as Administrative Agent for such lenders. Terms defined in the 
Credit Agreement are used herein with the same meanings. 

“ Assignee ”), arid the Assignee hereby purchases and assumes, without recourse, from tile Assignor, effective as of the 
Assignment Date set forth below, the interests set forth below (the “ Assimed Interest ”) in the Assignor’s rights and 
obligations under the Credit Agreement, including, without limitation, the Commitment of the Assignor on the Assignment 
Date and Credit Exposure owing to the Assignor which are outstanding on the Assignment Date, but excluding accrued 
interest and fees to a i d  excluding the Assignment Date. The Assignee hereby acknowledges receipt of a copy of the Credit 
Agreement. From and after the Assignment Date (i) the Assignee shall be a party to and be bound by the provisions of the 
Credit Agreement and, to the extent of the Assigned Interest, have the rights and obligations of a Lender thereunder and (ii) the 
Assignor shall, to the extent of the Assigned Interest, reiinquish its rights and be released from its obligations under the Credit 
Agreement. 

Assignee is a Foreign Lender, any documentation required to be delivered by the Assignee pursuant to Section 2.17(e) of the 
Credit Agreement, duly completed and executed by the Assignee, and (ii) if the Assignee is not already a Lender under the 
Credit Agreement, an Administrative Questionnaire in the form. supplied by the Administrative Agent, duly completed by the 
Assignee. The Assignee shall pay the fee payable to the Administrative Agent pursuant to Section 9.4(b)(iv) of the Credit 
Agreement. 

The Assignor (a) represents and warrants that (i) it is the legal and beneficial owner of the Assigned Interest, (ii) the 
Assigned Interest is free and clear of any lien, encumbrance or other adverse claim and (ii) it has full power and authority, and 
has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions 
contemplated hereby, and (b) assumes no responsibility with respect to (i) any statements, warranties or representations made 
in or in connection with the Credit Agreement or any other Credit Document, (ii) the execution, legality, validity, 
enforceability, genuineness, sufficiency or value of the Credit Documents or any collateral thereunder, (iii) the fuancial 
condition of the Borrower, any of its Subsidiaries or Affiliates or any other Person obligated in respect of any Credit 
Document or (iv) the performance or observance by the Borrower, any of its Subsidiaries or Miliates or any other Person of 
any of their respective obligations under any Credit Document. 

[ Name of Assignor ] (the “ Assignor ”) hereby sells and assigns, without recourse, to [ name ofAssignee ] (the 

This Assignment and Acceptance is being delivered to the Administrative Agent together with (i) if the 

A- I 
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The Assignee (a) represents and warrants that (i) it has full power and authority, and has taken all action necessary, to 
execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby and to become 
a Lender under the Credit Agreement, (ii) it meets all requirements of an eligible assignee under Section 9.4 of the Credit 
Agreement (subject to receipt of such consents as may be required under Section 9.4(b)(iii) of the Credit Agreement), 
(iii) from and after the Effective Date, it shall be bound by the provisions of the Credit Agreement as a Lender thereunder and, 
to the extent of the Assigned Interest, shall have the abligations of a Lender thereunder, (iv) it has received a copy of the 
Credit Agreement, together with copies of the most recent financial statements delivered pursuant to Section 5 .  I thereof, as 
applicable, and such other documents and informatian as it has deemed appropriate to make its own credit analysis and 
decision to enter into this Assignment and Assumption and to purchase the Assigned Interest on tlie basis of which it has made 
such analysis and decision independently and without reliance on the Administrative Agent or any other Lender, and (v) if it is 
a Foreign Lender, attached to the Assignment and Assumption is any documentation required to be delivered by it pursuant to 
the terms of the Credit Agreement, duly completed and executed by the Assignee; and (b) agrees that (i) it will, independently 
and without reliance on the Administrative Agent, the Assignor or any other Lender, and based on such documents and 
information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not taking action 
under the Credit Documents, and (ii) it wiII perform in accordance with their terms all of the obligations which by the terms o f  
the Credit Documents are required to be performed by it as a Lender. 

Choose in the alternative [ Alternative A : From and after the Effective Date, the Administrative Agent shall 
make all payments in respect of the Assigned Interest (including payments of principal, interest, fees and other amounts) to the 
Assignor for amounts which have accrued to but excluding the Effective Date and to the Assignee for amounts which have 
accrued from and after the Effective Date"] [ Alternative B : From and after the Effective Date, the Administrative Agent shall 
make all payments in respect of the Assigned Interest (including payments of principal, interest, fees and other amounts) to the 
Assignee whether such amounts have accrued prior to, on or after the Effective Date. The Assignor and the Assignee shall 
make all appropriate adjustments in payments by the Administrative Agent for periods prior to the Effective Date or with 
respect to the making of this assignment directly between themselves. J 

This Assignment and Assumption shall be binding upon, and inure to the benefit of, the parties hereto and 
their respective successors and assigns. This Assignment and Assumption may be executed in any number of counterparts, 
which together shall constitute one instrument. Delivery of an executed counterpart of a signature page of this Assignment and 
Assumption by telecopy shall be effective as delivery of a manually executed counterpart of this Assignment and Assumption. 
This Assignment and Acceptance shall be governed by and construed in accordance with the laws of the State of New York. 

A-2 
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Assignment Date: 

Legal Name of Assignor: 

LegaI Name of Assignee: 

Assignee’s Address for Notices: 

Effective Bate of Assignment: 
(“ Eflective Date ”): 

Facility Principal Amount Assigned 
Commitment: $ 

The temis set forth above are hereby agreed to: 

I 

percentage Assigned of Commitment (set forth, 
to at least 8 decimals, 8s a percentage of tbe 

aggregate Commitments of aU Lenders 
thereunder) 

% 

1. NAME OF ASSIGNOR 1, as Assignor 

1111 
By: 
Name: 
Title: 

[ NAME OF ASSIGNEE 1, as Assignee 

By: 
Name: 
Title: 

A-3 
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The undersigned hereby consents to the within assignment I : 

ATMOS ENERGY CORPORATION SUNTRIJST BANK, as Administrative Agent: 

By: By: 
Name: Name: 
Title: Title: 

I 

-- 
Consents to be included to the extent required by Section 9.4(b)(iii) of the Credit Agreement. 

A-4 
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EXKZBIT 2.3 

FORM OF NOTICE OF BORROWING 
(364 Day Facility) 

[Date ] 

I 

SunTrust Bank, 
as Administrative Agent 
for the Lenders referred to below 

303 Peachtree Street, N.E. 
Atlanta, GA 30308 

Ladies and Gentlemen: 

on the date hereof, the “ Credit Apeement ”), among the undersigned, as Borrower, the lenders from time to tune party 
thereto, and SunTrust Bank, as Administrative Agent. Terms defmed in the Credit Agreement are used herein with the same 
meanings. This notice constitutes a Notice of Borrowing, and the Borrower hereby requests a Borrowing under the Credit 
Agreement, and in that connection the Borrower specifies the foIIowing information with respect to the Borrowing requested 
hereby: 

Reference is made to the Revolving Credit Agreement dated as of October 29,2008 (as amended and in effect 

(A) Aggregate principal amount of Borrowing : 

(B) Date of Borrowing (which is a Business Day): __ ~ .-- 

(C) Interest Rate basis : 

(D) Interest Period : 

(E) Location and number of Borrower’s account to which proceeds of Borrowing are to be disbursed: I I”_- 

Not less than $5,000,000 for Eurodollar Borrowing or $1,000,000 for Base Rate Borrowing. 
Eurodollar Borrowing or Base Rate Borrowing. 
Which must comply with the definition of ‘‘Interest Period” and end not later than the Commitment Termination Date. 

-- 
2 

3 

4 

2.3-1 
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The Borrower hereby represents and warrants that the conditions specified in paragraphs (a) and (b) of 
Section 3.2 of the Credit Agreement are satisfied. 

Very truly yours, 

ATMOS ENERGY CORPORATION 

.--.. By: 
Name: 
Title: 

2.3 -2 
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E2iHIBIT 2.5 

FORM OF NOTICE OF CQNTlNUATION/CONVERSION 
(364 Day Facility) 

[ Date 3 
SunTrust Bank, 

as Administrative Agent 
for the Lenders referred to below 

303 Peachtree Street, N.E. 
Atlanta, GA 30308 

Ladies and Gentlemen: 

on the date hereof, the " Credit Agreement "), among the undersigned, as Borrower, the lenders named therein, and SunTrust 
Bank, as Administrative Agent. Terms defined in the Credit Agreement are used herein with the same meanings. This notice 
constitutes a Notice of ConthuatiodConversion and the Borrower hereby requests the conversion or continuation of a 
Borrowing under the Credit Agreement, and in that connection the Borrower specifies the following information with respect 
to the Borrowing to be converted or continued as requested hereby: 

Reference is made to the Revolving Credit Agreement dated as of October 29,2008 (as amended and in effect 

(A) Borrowing to which this request applies: __ 

(B) Principal amount of Borrowing to be convertedcontinued 
(C) Effective date of election (which is a Business Day): 

(D) Interest rate basis: _I-- 

(E) Lnterest Period: - 

Very truly yours, 

ATMOS ENERGY CORPORATION 

-I_.- 
By: 
Name: 
Title: 

2.5-1 
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EXHIBIT 3.l(b)(iv) 

FORM OF S - E ~ - T ~ - Y ~ S C E R T ~ ~ T E O F A T M O S  E ~ R G - Y ~ G O W O ~ W ~  
(364 Day Facility) 

Reference is made to the Revolving Credit Agreement dated as of October 29,2008 (the " Credit Agreement 
"), among Atmos Energy Corporation (the '' Borrower "), the lenders named therein, and SunTrust Bank, as Administrative 
Agent. Terms defined in the Credit Agreement are used herein with the same meanings. This certificate is being delivered 
pursuant to Section 3.1 of the Credit Agreement. 

--, Secretary of the Borrower, DO HEREBY CERTIFY that: 1, - 

(a) annexed hereto as Exhibit A is a true, correct and complete copy of the Amended and Restated Articles of 
Incorporation of the Borrower, and all amendments thereto, for each of the State of Texas and the Commonwealth of 
Virginia. Except as shown on Exhibit A, each of such Amended and Restated Articles of Incorporation of the Borrower 
has not been amended or otherwise modified since [ date ] and at all times hereafter through the date hereof; 

(b) annexed hereto as Exhibit B is a true and correct copy of the Amended and Restated Bylaws of the Borrower as 
in effect on [ date ] and at all times thereafter through the date hereof; 

(c) annexed hereto as Exhibit C is a true and correct copy of certain resolutions duly adopted by the Board of 
Directors of the Borrower at its meeting on [ Month ] -, 2008, with respect to the transactions contemplated by the 
Credit Agreement, which resolutions are the only resolutions adopted by the Board of Directors of the Borrower or any 
committee thereof relating to the Credit Agreement and the other Loan Documents to which the Borrower is a party and 
the transactions contemplated therein and have not been revoked, amended, supplemented or modified and are in full 
force and effect on the date hereof; and 

5 This date should be prior to the date of the resolutions referred to in clause (a). 

3.1 (b)(iv)-1 
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(d) each of the persons named below is and has been at all times since [ date ] a duly elected and qualified officer of 
the Borrower holding the office set forth opposite her name and the signature set forth opposite her name is her genuine 
signature: 

,' 

Name Title Specinren Sipature 
[Include all oficers who-are signing the 
Credit Agreement or any other Loan 
Documents.] 

IN WITNESS WHEREOF, I have hereunto signed my name this -day of [ nzonth J, [year 1. 

Name 
Secretary 

I, -_-- ._l [ _______._ - 1 of the Borrower, do hereby certify that has 
been duly elected, is duly qualified and is the [ Assistant ] Secretary of the Borrower, that the signature set forth above is 
[ his/her ] genuine signature and that hehhe ] lias held such office at all times since [ date 1. 

Name 
Title: 

6 This certification should be included as part of the Secretary's certificate and signed by one of the officers whose 
incumbency is certified pursuant to clause (e) above. 

3.1(b)(iv)-2 
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Exhibit A 

[Articles of Incorporation] 

3.1 (b)(iv)-3 
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Exhibit €3 

IByIawsl 

3.1 (b)(iv)-4 
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Exhibit C 

~esolutions] 

3.1 (b)(iv)-5 
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EXHIBIT 3.l(b)(vii) 

FOW-"QF OFFICER'SvGERE@'ICATE OF ATMOS ENERGY CORPORATION 
(364 Day Facility) 

Reference is made to the Revolving Credit Agreement dated as of October 29,2008 (the '' Credit Ameenient 
"), among Atmos Energy Corporation (the " Borrower "), the lenders iiorn time to time party thereto, and SunTrust Bank, as 
Administrative Agent. Terms defrned in the Credit Agreement are used herein with the same meanings. This certificate is 
being delivered pursuant to Section 3.l(b)fvi) of the Credit Agreement. 

I, 7 [  1 of the Borrower, DO HEREBY CERTIFY that: 

(a) no Default or Event of Default aists; 

(6) the representations and warranties of the Borrower set forth in the Credit Agreement are true and correct in aU 

(e) since September 30,2007, there has been no change which has had or could reasonably be wpected to have a 

(4 there are no actions, suits, investigations or le&, equitable, arbitration or adnunistrative proceedings pending or, 
to the knowledge of the Borrower, tltreat'ned against the Borrower, any of its Subsidiaries or any of their properties which 
would have or be reasonably eupected to have a Material Adverse Effect; 

(e) acept as would not result or be reasonably expected to result in a Material Adverse Effect: (a) each of the 
properties of the Borrower and its Subsidiaries and all operations at such properties are in conipliance in all material 
respects with all applicable Environmental Laws, @) there is no violation of any Environmental Law with respect to such 
properties or the businesses operated by the Borrower or its Subsidiaries (the " Businesses '9, and (c) there are no 
conditions relating to the Businesses or such properties that would reasonably be apected to give rise to a material liability 
under any applicable Environineittal Lms;  and 

(0 attached hereto as Exhibit A are hue, correct and complete copies of all consents, approvals, authorizations, 
registrations and filings and orders required or advisable to be made or obtained under any Requirement of Law, or by any 
Contractual Obligation of Borrower, in connection with the execution, delivery, performance, validity and enforceability of the 
Credit Documents or any of the transactions contemplated thereby, and such consents, approvals, authorizations, registrations, 
fiIings and orders are in f i l l  force and effect and all applicable waiting periods have expired, and no investigation or inquiry by 
any governmental authority regarding the Commitments or any transaction being financed with the proceeds thereof is 

material respects; 

Material Adverse Effect; 

OIlgOing. 

3.1(b)(vii)- 1 
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IN WITNESS WHEREOF, I have hereunto signed my name this d a y  of [ month J, [year I. 

3.1 (b)(vii)-2 
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Exhibit A 

[third party consents and approvals] 

3.1 (b)(vii)3 
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EXHLBIT S.l(c) 

EQRM OF COMPLIANCE CERTIFICATIE, 
(364 Day Facility) 

To: SunTrust Bank, as Administrative Agent 
303 Peachtree St., N.E. 
Atlanta, GA 30308 
Attention: Mark Huffstetler 

Ladies and Gentlemen: 
Reference is made to that certain Revolving Credit Agreement dated as of October 29,2008 (as amended and in effect on 

the date hereof, the ‘‘ Credit Agreement ”), among Atmos Energy Corporation (the “ Borrower ”), the lenders named therein, 
and SunTrust Bank, as Administrative Agent. Capitalized terms used herein and not otherwise defined shall have the meanings 
assigned to such terms in the Credit Agreement. 

hereby certify to the Administrative Agent and each Lender as follows: 

1 year ] ending 
Subsidiaries as at the end of such fiscal [ qulunrter 1 [year ] on a consolidated basis, and the related statements of income cash 
flows ofthe Borrower and its Subsidiaries for such fiscal 1 quarter ] [year ] , in accxlrdance with generally accepted accounting 
principles consistently applied (subject, in the case of such quarterly financial statements, to normal year-end audit 
adjustments and the absence of footnotes). 

Credit Agreement calculated fiom the financial statements referenced in clause 1 above in accordance with the terns of the 
Credit Agreement. 

during the period covered thereby, as of the date hereof, there exists no Default or Event of Default. 

1, 

1. The consolidated financial statements oftlie Borrower and its Subsidiaries attached hereto for the fiscal quarter ] 

, being the duly elected and qualified, and acting in my capacity as treasurer of the Borrower, 

fairly present in all material respects the financial condition of the Borrower and its 

2. The calculations set forth in Attachment 1 are computations o f  the financial covenants set forth in Article V of the 

3. Based upon a review of the activities of Borrower and its Subsidiaries and the financial statements attached hereto 

-.-.. 
Name: 
Title: Treasurer 

!j.l(c)-l 
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Attachment 1 to Comjliance Certificate 

5.1 (~)-2 
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UNITED STATES 
SECURITIES AND EXCHANGE 

Washington, D.C. 20549 
COMlMISSION 

Form 8-K 

Current Report Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 
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Item 5.02. 

As reported in its news release issued September 25,2008, Kim R. Cocklin, currently senior vice president, regulated 
operations of Amos Energy Corporation, has been appointed president and chief operating officer of Atmos Energy 
Corporation, effective October 1,2008. Robert W. Rest, currently chairman, president and chief executive officer of the 
company, will continue to serve as chairman and chief executive officer. Prior to joining Atmos Energy as senior vice 
president in June 2006, Mr. CocMin, 57, was formerly senior vice president, general counsel and chief compliance officer of 
Piedmont Natural Gas Company kom February 2003 though May 2006, where he was responsible for all legal, 
governmental and community affairs, corporate communications and Sarbanes-Oxley compliance. 

Like all other Atmos Energy executive officers, Mr. CocMin is an “at will” employee of the company and therefore does not 
have an employment agreement with the company. Beginning October 1,2008, Ivfr. Cocklin’s annual salary will increase to 
$541,080 and he will continue to participate in all other applicable incentive, benefit, change in control and deferred 
compensation plans offered by the company. In addition, in connection with his appointment, Mr. Cocklin will receive a one- 
time grant of 50,000 restricted shares of Ahnos Energy common stock under its 1998 long-term incentive plan. Resfiictions 
on 25,000 shares of the stock will lapse on October 1,2009 with the restrictions on the remaining 25,000 shares lapsing on 
October 1,2010. 

A copy of the news release issued on September 25,2008 announcing these management changes is filed herewith as Exhibit 
99.1. 

Departure of Directors or Certain Officers; Election of Directors: Appointment of Certain Officers; 
Compensatory Arrangements of Certain Officers. 

Item 9.01. Financial Statements and Exhibits. 
(d) Exhibits. 

99.1 News Release issued by Atmos Energy Corporation dated September 25, 
2008 
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SIGNATURE 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized 

A W O S  ENERGY CORPORATION 
(Registrant) 

DATE: September 25,2008 By: 

3 

/s/ LOUIS P. GREGORY - 
Louis P. Gregory 
Senior Vice President and General Counsel 
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Exhibit 99.1 

energy 
News Release 

MEDIA CONTACT 
GeraldHunter (972) 855-31 16 

ANALYSTS CONTACT: 
Susan Giles (972) 855-3729 

Amos Energy Names Kim R. Cocklin as New 
President and Chief Operating Officer 

Industry veteran to oversee both regulated and nonregulated operations 

DALLAS (September 25,2008)-Atmos Energy Corporation (NYSE ATO) today announced it has promoted Kim R. 
Cocklin to the newly-created position of president and chief operating officer, effective October 1,2008. In his new role, 
Mi. Cocklin will oversee all regulated and nonregulated operations of the company and will continue to report to Robert W. 
Best, who will remain chairman and chief executive officer. 

“Succession planning is perhaps the single most important obligation of a company’s management and board of directors,” 
said Best. “Kim’s promotion is the result of an extensive and deliberate process designed to select the right person to lead our 
company into the future,” Best stated. 

CocMin joined Amos Energy on June 1,2006, and has served as senior vice president, regulated operations since that date. 
Cocklin came to Atmos Energy from Piedmont Natural Gas Company, where he was senior vice president, general counsel 
and chief compliance officer. In this role, he was responsible for numerous areas, including all legal, governmental and 
community affairs, corporate communications and Sarbanes-Oxley compliance. Prior to joining Piedmont, Cocklin was 
senior vice president of Williams Gas Pipeline, in charge of f i e  operations of Texas Gas and Central Pipelines, where he later 
oversaw planning, rates and regulatory and business development for all Williams’ pipelines. 

“Rim has the vision, experience and leadership skiIIs necessary to ensure continued success in both our regulated and 
nonregulated businesses,” Best added. “Complementing his business skills is his understanding of our culture and values and 
with this promotion, all business units will have the benefit of Rim’s skill and leadership.” 

Cocklin holds a bachelor of science degree, as well as a master’s degree, f?om Wichita State University. He earned his JD. 
degree from Washburn University School of Law. 

“We have a great company,” Cocklin said. “I look forward to the opportunity to work with the board of directors, Bob Best 
and the rest of management, as we continue to execute the strategy of the company while preserving and nurturing our 
culture and values.” 

About Atmos Energy 
Atmos Energy Corporation, headquartered in Dallas, is the country’s largest natural-gas-only distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states from the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Atmos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primarily in the Midwest and Southeast and Inanages company-owned 
natural gas pipeline and storage assets, including one of the largest intrastate natural gas pipeline systems in Texas. Atmos 
Energy is a Fortune 500 company. For more information, visit W=atmosenergy.com . 
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Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; 
Compensatory Arrangements of Certain Officers 

On August 6,2008, Ruben E. Esquivel was elected to the Board of Directors of the Company, effective September 1 , 2008, 
with his term expiring at the 2009 annual meeting of shareholders on February 4,2009. The Board of Directors also 
appointed Mr. Esquivel to serve as a member of the Audit Committee and Human Resources Committee, also effective 
September 1,2008. 

A copy of a news release issued on August 8,2008 announcing Mr. Esquivel’s election to the Board of Directors is filed 
herewith as Exhibit 99.1 and is incorporated herein into this Item 5.02 by reference. 

Item 9.01. Financial Statements and Exhibits. 
(d) Exhibits. 

99.1 News Release issued by Atrnos EDergy Corporation dated August 8,2008 
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D A E :  August 8,2008 
By: /s/ LOUIS P. GREGORY . - ~  

L,ouis P. Gregory 
Senior Vice President and General Counsel 
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Exhibit 99.1 

energy 
News Release 

MEnIA CONTACT: 
Gerald Hunter (972) 855-31 16 

ANALYSTS CONTACT: 
Susan Giles (972) 855-3729 

Atmos Energy Corporation Names 
Ruben E. Esquivel to Board of Directors 

DALLAS (August 8,2OOS)-Atmos Energy Corporation (NYSE: ATO) said today that Ruben E. Esquivel has been elected 
to its board of directors as a Class I director. His election, effective September 1,2008, will increase the size of the natural 
gas distribution company’s board to 14 directors. Esquivel will join the Board’s Audit Committee and Human Resources 
Committee. 

Esquivel, 65, has been vice president for community and corporate relations since 1995 at The University of Texas 
Southwestern Medical Center at Dallas, one of the country’s leading academic medical centers, patient-care providers and 
research institutions. 

“Ruben Esquivel is a highly respected business and civic leader who has contributed his service in numerous public roles on 
behalf of the citizens of Texas,” said Robert W. Best, chairman, president and chief executive officer of Atmos Energy 
Corporation. “We are pleased to have his wise counsel and valuable experience as our company continues to grow and serve 
the needs of ow cust~mers.’~ 

A native of Cuba, Esquivel started work in 1961 as an assembler at AVO International, Inc., a manufacturer of test and 
measurement equipment for electrjcal power applications. He was named president and CEO of AVO in 1985 and its vice 
chairman in 1994. 

Esquivel is a director and past chairman of the Texas Guaranteed Student Loan Corporation and a member of the North 
Texas District Export Council appointed by the United States Secretary of Commerce. He also is on the board of directors of 
Comerica Bank-Texas. 

Long active in community affairs, Esquivel serves as chairman of the State Fair of Texas and as a director of the Baylor Oral 
Health Foundation, Bio DFW, Dallas Center for the Performing Arts Foundation, Dallas County Community College District 
Foundation, The Thanks-Giving Foundation, YMCA of Metropolitan Dallas and as a trustee of Dallas-Fort Worth Hospital 
Council Education and Research Foundation. He is a director or member of many other civic groups, including the Dallas 
Citizens Council, the Oak CIiff Lions Club and the Salesmanship Club of Dallas. 
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Esquivel served as a member of the board of managers of the Dallas County Hospital District from I985 to 1989 and as the 
board chairman from 1989 to 1991. He was elected to the board of trustees ofthe DeSoto Independent School District in 
1982 and reelected in 1985, serving as board president from 1983 to 1988. Esquivel also has served as chairman of the 
Dallas County Historical Foundation, Dallas Foundation, ?;he Dallas Opera, North Texas Commission and YMCA of 
Metropolitan Dallas; as vice chairman of the Stemmons Comdor Business Association and the Dallas Symphony 
Association; and as president of the Greater Dallas Community of Churches, the Community Council of Greater Dallas and 
the DeSoto Chamber of Commerce. 

He has been honored for his community service and leadership by the Dallas Historical Society, Dallas-Fort Worth Hospital 
Council, TACA, YMCA, Circle Ten Council of the Boy Scouts of America, Boys and Girls Clubs of Greater Dallas, Dallas 
Concilio of Hispanic Service Organizations, Daughters of the American Revolution, DeSoto City Council and others. 

Esquivel earned a Bachelor of Science degree in electrical engineering &om the New Jersey Institute of Technology and 
completed graduate courses in business administration at Rutgers IJniversity and at the University of Texas at Arlington. He 
is married and has two children and three grandchildren. He resides in DeSoto, Texas. 

Atmos Energy Corporation, headquartered in DalIas, is the country's largest natural-gas-only distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states from the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Atmos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primarily in the Midwest and Southeast and manages company-owned 
natural gas pipeline and storage assets, including one of the largest intrastate natural gas pipeline systems in Texas. Amos 
Energy is a Fortune 500 company. For more information, visit www.atmosenergy2.-@-. 
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Item 2.02. Results of Operations and Financial Condition. 
On Tuesday, August 5,2008, Atmos Energy Corporation (the “Company”) issued a news release in which it reported 

the Company’s financial results for the third quarter of its 2008 fiscal year, which ends September 30,2008, and that certain 
of its officers would discuss such fmancial results in a conference call on Wednesday, August 6,2008 at 8:OO a.m. Eastern 
Time. In the release, the Company also announced that the conference call would be webcast live and that slides for the 
webcast would be available on its Web site for ail interested parties. 

A copy of the news release is fimished as Exhibit 99.1. The information fimished in this Item 2.02 and in Exhibit 99.1 
shall not be deemed to be “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or 
otherwise subject to the liabilities of that section, nor shall such infomation be deemed to be incorporated by reference into 
any of the Conipany’s filings under the Securities Act or the Exchange Act. 

Item 9.01. Financial Statements and Exhibits. 

(d) Exhibits 

99.1 News Release issued by Amos Energy Corporation dated August 5,2008 

9/17/2009 
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signed on its behalf by the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORATION 
(Registrant) 

DATE: August 5,2008 By: /s/ LOUlS P. GREGORY _.-. 
Louis P. Gregory 
Senior Vice President and General Counsel 
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Exhibit 
Number Description -.-- 
99.1 News Release dated August 5.2008 (furnished under Item 2.02) 

Exhibit 99.1 

energy 
News Release 

Analysts and Media Contact: 
Susan Giles (972) 855-3729 

Atmos Energy Corporation Reports Earnings for the 
Fiscal 2008 Third Quarter and Nine Months; Reaffirms Fiscal 2008 Guidance 

DALLAS (August 5,2008)--Atmos Energy Corporation (NYSE: ATO) today reported consolidated results for its fiscal 
2008 third quarter and nine months ended June 30,2008. 

Fiscal 2008 third quarter net loss was $6.6 miIlion, or $0.07 per diluted share, compared with a net loss of $13.4 
million, or $0.15 per diluted share in the prior-year quarter. 

Regulated operations experienced a $2.1 million net loss, or $0.02 per diluted share in the fiscaI2008 third quarter, 
compared with a net loss of $9.5 million, or $0.1 1 per diluted share in the same period last year. 

Nonregulated operations experienced a $4.5 million net loss in the fiscal 2008 third quarter, or $0.05 per diluted 
share, compared with a net loss of $3.9 million, or $0.04 per diluted share, in the prior year. 

Atmos Energy r e a f f i s  its fiscal 2008 earnings guidance of $1.95 to $2.05 per diluted share. 

For the nine months ended June 30,2008, net income was $178.7 million, or $1.99 per diluted share, compared with net 
income of $174.4 million, or $2.00 per diluted share for the same period last year. Diluted earnings per share for the current 
nine-month period fully reflect the effect of a 3.4 percent increase in weighted average diluted shares outstanding, primarily 
associated with the company’s December 2006 equity offering. For the current nine-month period, the regulated operations 
contributed $148.8 miIlion of net income, or $1.66 per diluted share, and the nonregulated operations contributed $29.9 
million of net income, or $0.33 per diluted share. 

c‘Because of the seasonal nature of our natural gas distribution operations, the third quarter of the fiscal year is typically a loss 
quarter” said Robert W. Best, chairman, president and chief executive officer of Amos Energy Corporation. “However, 
compared to last year’s third quarter, we have trimmed the loss by about SO percent as a result of improved rate design in our 
regulated distribution operations and increased throughput and margins on the regulated Texas intrastate pipeline. However, 
we now anticipate an even greater decline in the nonregulated marketing and storage operations than originally projected 
primarily due to the prolonged reduction in natural gas price volatility,” Best said. 
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“Due to the complementary nature of our regulated and nonregulated businesses, we remain confident we can achieve our 
fiscal 2008 earnings guidance of between $1.95 and $2.05 per diluted share,” Best concluded 

Results €or the 2008 Third Quarter Ended June 30,2008 

Natural gas distribution gross profit increased $9.3 million to $199.9 million for the fiscal 2008 third quarter, compared with 
$190.6 million in the prior-year quarter, before intersegment eliminations. The key driver in the period-over-period 
improvement was an $8.9 million increase in rates, primarily in the company’s Mid-Tex Division and six other service areas. 

Regulated transmission and storage gross profit increased $9.6 million to $46.3 million for the three months ended June 30, 
2008, compared with $36.7 million for the three months ended June 30,2007, before intersegment eliminations. This increase 
primarily reflects higher revenues resulting from the  company'^ 2006 and 2007 filings under the Texas Gas Reliability 
Infrastructure Program (GRIP). Regulated bansmission and storage gross profit also benefited from favorable market 
conditions that have continued in the Barnett Shale gas producing region in Texas, resulting in a 21 percent increase in 
consolidated throughput and the realization of higher per-unit margins. 

Natural gas marketing gross profit reflected a loss of $2.6 miflion for the fiscal 2008 third quarter, compared with a loss of 
$0.6 million for the fiscal 2007 third quarter, before intersegment eliminations. This decrease primarily reflects a $4.2 million 
decrease in the realized storage and trading activities of Amos Energy Marketing (AEM), as AEM realized losses in the 
current quarter from its decision to reset financial positions to forward months without corresponding storage withdrawals, in 
an attempt to increase the potential gross profit in future periods. Delivered gas margins increased $1.2 million, as a result of 
capturing favorable basis gains, which increase was partially o%et by a four percent decrease in consolidated saIes volumes. 
AEMs unrealized gains increased $0.9 million during the current quarter compared with the prior-year quarter, principally 
due to a narrowing of the spreads between current cash prices and forward natural gas prices. 

Pipeline, storage and other gross profit increased $1,4 million to $3.2 million for the three months ended June 30,2008, 
compared with $1.8 million for the same period last year, before intersegment eliminations. ’I’he increase was largely due to 
smaller margin losses generated from asset optimization activities. 

Consolidated operation and maintenance expense for the third quarter of fiscal 2008 was $1 17.8 million, compared with 
$1 15.1 million for the third quarter last year. Excluding the provision for doubtful accounts, operation and maintenance 
expense for the current quarter increased $2.4 million, compared with the prior-year quarter, primarily due to higher 
administrative costs. 

The provision for doubtful accounts increased slightly to $2.9  nill lion for the three months ended June 30,2008, compared 
with $2.6 million for the same period last year, despite a 46 percent increase in gas costs, which reflects the impact of 
continued successful collection efforts. 
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Results for the Nine Months Ended June 30,2008 

Natural gas distribution gross profit increased $31.2 million to $830.7 million for the nine months ended June 30,2008, 
compared with $799.5 million in the prior-year period, before intersegment eliminations. This increase primarily reflects a 
net $3 1.7 million increase in rates, principally in the Mid-Tex Division, and in six other service areas. 

Regulated transmission and storage gross profit increased $20.2 million to $142.8 million for the nine months ended June 30, 
2008, compared with $122.6 million for the same period Iast year, before intersegment eliminations. This increase reflects 
higher revenues resulting fkom the company's GRIP filings, a 20 percent increase in consolidated throughput, primarily 
associated with increased production in the Bamett Shale region in Texas and higber per-unit margins earned due to greater 
demand. 

Natural gas marketing gross profit decreased $25.9 million to $59.7 million for the fiscal 2008 nine-month period, compared 
with $85.6 million for the prior-year period, before intersegment eliminations. The decrease primarily reflects a $48.9 million 
decrease in AJ3Ms realized storage and trading activities resulting from a less volatile natural gas market and AEM's 
decision to reset its financial positions to forward months without corresponding storage withdrawals to increase d e  potential 
gross profit in future periods, combined with increased storage fees charged by third parties. Delivered gas margins increased 
$1 1.3 million as a result of a 13 percent increase in consolidated sales volumes combined with capturing favorable basis 
gains. Unrealized gains increased $1 1.7 d i o n  period over period, principally due to a narrowing of the spreads between the 
current cash prices and forward natural gas prices. 

Pipeline, storage and other gross profit decreased $7.9 million to $18.9 million for the nine months ended June 30,2008, 
compared with $26.8 million for the nine months ended June 30,2007, before intersegment eliminations. The decrease 
primarily was due to lower realized margins from storage and asset optimization activities in a less volatile natural gas 
market, which created fewer opportunities to capitalize on price fluctuations along with lower unrealized margins. 

Consolidated operation and maintenance expense for the nine months ended June 30,2008, was $359.1 million, compared 
with $342.4 d i o n  for d e  prior-year period. Excluding the provision for doubtfUl accounts, operation and maintenance 
expense for the current nine months was $349.8 million, compared with $329.1 million for the prior-year period. The $20.7 
million increase was mainly due to higher pipeline maintenance, odorization, fuel and other administrative costs. 
Additionally, the prior-year expense was abnormally low due to $4.3 million of previously incurred operation and 
maintenance expenses related to Hurricane Katrina recovery efforts being reversed and deferred due to a Louisiana Public 
Service Commission's decision to permit the recovery of these expenses fkom customers. 

"'lie provision for doubtful accounts was $9.3 million for the nine months ended June 30,2008, compared with $13.3 million 
for the same period last year. The $4.0 million decrease reflects the effect of successful customer collection efforts. 

Interest charges for the nine months ended June 30,2008, were $103.8 million, compared with $109.3 million for the nine 
months ended June 30,2007. The $5.5 million period-over-period decrease primarily was due to lower average short-term 
debt balances experienced in the current period. 
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The capifalization ratio at Jwie 30,2008, was 51.5 percent, compared with 53.7 percent at September 30,2007, and 55.0 
percent at June 30,2007. In June 2007, the Company completed a $250 million senior notes offering, the net proceeds of 
which along with available cash were used to reduce long-term debt by $300 million in July 2007. Had the repayment 
occurred as of June 30,2007, the company’s debt capitalization ratio on that date would have been 51.7 percent. Short-term 
debt was $1 13.3 million at June 30,2008, and $150.6 million at September 30,2007. There was no short-term debt 
outstanding at June 30,2007. 

For the nine months ended June 30,2008, operating activities provided cash of $417.4 million, compared with $552.7 million 
for the nine months ended June 30,2007. Period over period, the decrease in operating cash flow primarily reflects an 
increase in cash required to collateralize risk management accounts as of June 30,2008, coupled with net unfavorable 
changes in various workmg capital items. 

Capital expenditures increased to $3 12.9 million for the nine months ended June 30,2008, compared with $263.0 million for 
the same period last year. The $49.9 million increase principally reflects spending in the Mid-Tex Division for the 
replacement of mains and for the company’s new automated metering initiative in its natural gas distribution business. 

Outlook 

The leadership of Atmos Energy remains focused on enhancing shareholder value by delivering consistent earnings growth. 
Atmos Energy continues to anticipate fiscal 2008 earnings to be in the range of $1.95 to $2.05 per diluted share, exchding 
any material mark-to-market impact at the end of the fiscal year, with capital expenditures expected to range fiom $455 
million to $465 million. Major assumptions underlying the earnings projection include a reduced contribution fiom the 
natural gas marketing segment due to less volatility in natural gas prices, continued successful execution of the rate strategy 
in the natural gas distribution segment and an average annual short-term interest rate of 6.5 percent. However, the mark-to- 
market impact on the nonregulated marketing company’s physical storage inventory at September 30,2008, and changes in 
events or other circumstances that the company cannot currently anticipate or predict could result in earnings for fiscal 2008 
that are significantly above or below this outlook. 

Conference Call to be Webcast August 6,2008 

Atrnos Energy will host a conference call with financial analysts to discuss the fmancial results for the fiscal 2008 third 
quarter and first nine months on Wednesday, August 6,2008, at 8:OO a.m. EDT. The telephone number is 800-21 8-4007. The 
conference call will be webcast live on the Atmos Energy Web site at www.atmosenergym. A playback of the call will be 
available on the Web site later that day. Atmos Energy officers who will participate in the conference call include: Bob Best, 
chairman, president and chief executive officer; Pat Reddy, senior vice president and chief financial officer; Kim Cocklin, 
senior vice president, regulated operations; Mark Johnson, senior vice president, nonregulated operations; Fred 
Meisenheimer, vice president and controller; Laurie Shenvood, vice president, corporate development and treasurer; and 
Susan Giles, vice president, investor relations. 
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Highlights and Recent Developments 

Fort Necessity Gas Storage Project 
On July 10,2008, Amos Pipeline and Storage, LLC, completed a nonbinding open season for its proposed Fort Necessity 
salt dome gas storage facility located in Franklin Parish, Louisiana. The open season participants requested storage capacity 
that was three times greater than the 5 billion cubic feet of capacity proposed in Phase One of the project. 

Drilling operations recently began to obtain core samples necessary to complete the FERC 7C application. Pending 
regulatory approval, the first cavern is projected to go into operation by 201 1, with the other two caverns in operation by 
2012 and 2014. Based on market demand, four additional storage caverns could potentially be developed. 

Mid-Tex Division Rate Case Decision 
On June 24,2008, the Railroad Commission of Texas (RRC) issued a final order in the rate case originally filed by the Mid- 
Tex Division in September 2007. The fmal order applies to the remaining 20 percent of customers served by the Mid-Tex 
Division that were not included in previously announced settlement agreements. The final order from the RRC resulted in a 
$19.6 million system-wide annual rate increase, of which approximately $3.9 million related to customers in the City of 
Dallas and the unincorporated areas. New rates were implemented in July 2008 for these customers. The rates for the 
remaining 80 percent of the customers, which are represented by 438 of the 439 incorporated cities served by the Mid-Tex 
Division, had already been established through settlements by these cities with the company. 

Additional frndbgs of the RRC order include a 10 percent return on equity, a capital structure of 52 percent debt and 48 
percent equity, the recovery of bad debt gas cost via a Gas Cost Recovery mechanism and approval of a conservation and 
energy efficiency tarif€. 

Fonva rd-looking Statements 

The matters discussed in this news release may contain “fonvard-looking statements” within the meaning of Section 27A of 
the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. All statements other than statements of 
historical fact included in this news release are fonvard-looking statements made in good faith by the company and are 
intended to qualify for the safe harbor from liability established by the Private Securities Litigation Reform Act of 1995. 
When used in this news release or in any of the company’s other documents or oral presentations, the words “anticipate,” 
“believe,” “estimate,” “expect,” “fore~ast,~’ “goal,” “intend,” “objective,” “plan,” “projection,” “seek,” “strategy” or similar 
words are intended to identify fonvard-looking statements. Such forward-looking statements are subject to risks and 
uncertainties that could cause actual results to differ materially from those discussed in this news release, including the risks 
and uncertainties relating to regulatory trends and decisions, the company’s ability to continue to access the capital markets 
and the other factors discussed in the company’s filings with the Securities and Exchange Commission. These factors include 
the risks and uncertainties discussed in the company’s Annual Report on Form 10-I( for the fiscal year ended September 30, 
2007, and in the company’s Quarterly Report on Form 10-Q for the three and six months ended March 3 1,2008. Although 
the company believes these forward-Iooking 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. The company undertakes no 
obligation to update or revise forward-looking statements, whether as a result of new information, future events or otherwise. 
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About Atmos Energy 

Amos Energy Corporation, headquartered in Dallas, is the comiry’s largest natural-gas-only distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states from the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Atmos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primarily in the Midwest and Southeast and manages company-owned 
natural gas pipeline and storage assets, including one of the largest intrastate natural gas pipeline systems in Texas. Atmos 
Energy is a Fortune 500 company. For more information, visit -m.atmosenerpy.com . 
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Atmos Energy Corporation 
Financial Highlights (Unaudited) 

Statements of Income 
(000s except per share) 

Gross Profit: 
Natural gas distribution segment 
Regulated transmission and storage segment 
Natural gas marketing segment 
Pipeline, storage and other segment 
Intersegment eliminations 

Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
Taxes, other than income 
Impairment of long-lived assets 

Total operating expenses 

Operating income 

Miscellaneous income 
Interest charges 

Loss before income taxes 
Income tax benefit 
Net loss 

Basic net loss per share 
Diluted net loss per share 

Cash dividends per share 

Weighted average shares outstanding: 
Basic 
Diluted 

Summary Net Income aoss) by Segment (000s) 
Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage and other 

Consolidated net Loss 

http : / / w v  hvestques t.com/iq/a/ato/fin/sWato 8lcO 80 5 08. htrn 

Three Months Ended Percentage 
hinc 30 

2008 2007 Change 

$199,928 $190,643 5 Yo 
46,286 36,707 2 6 %  
(2963 1)  (576) (357)% 
3,174 1,845 72 Yo 
(535) (603) 11 % 

246,222 228,016 8 %  

117,822 115,141 2 %  
50,356 48,974 3 %  

225,513 220,285 2 Yo 

57,335 52,881 8 Yo 
3,289 (loo)% -_ -~ 

20,709 7,731 168 Yo 

1,600 4,266 (62)% 
33,470 34,479 (3)% 

(I 1,161) (22,482) 50 % 

$ (6,588) $(13,360) 51 % 

$ (0.07) $ (0.15) 
$ (0.07) $ (0.15) 

$ .325 $ .320 

-- 

(4,573) (9,122) (50)% 

89,648 88,366 
89,648 88,366 

Three Months Ended Percentage 

2008 2007 Change 

$(12,378) $(-) 21 % 
10,265 6,162 67% 
(6,314) (5,610) (13)% 

June 30 

1,839 1,778 3 %  
$ (6,588) $(13,360) 51 % 

7 
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Atmos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Statements of h o m e  
(000s except per share) 

Gross Profit: 
Natural gas distribution segment 
Regulated transmission and storage segment 
Natural gas marketing segment 
Pipeline, storage and other segment 
Intersegment eliminations 

Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
Taxes, other than income 
Impairment of long-lived assets 

Total operating expenses 

Operating income 

Miscellaneous income 
Interest charges 

Income before income taxes 
Income tax expense 
Net income 

Basic net income per share 
Diluted net income per share 

Cash dividends per share 

Weighted average shares outstanding: 
Basic 
Diluted 

Summary Net Income by Segment (000s) 
Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage and other 

Consolidated net income 
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Nine Months Ended 
June 30 

2008 2007 
I_c_ --.- 

$ 830,652 $ 799,457 
142,772 122,647 
59,664 85,611 
18,856 26,801 

1,050,254 1,032,294 

359,064 342,373 
147,659 149,035 
153,170 149,694 

--. (1,690) (2,222) 

- 3,289 
659,893 644,391 

390,3 6 1 3 87,903 

2,974 7,683 
103,803 - 109,273 

289,532 286,3 13 
110,783 11 1,907 

$ 178,749 $ 174,406 

$ 2.00 $ 2-02 
$ 1.99 $ 2.00 

$ -975 $ .960 

89,281 86,378 
89,937 87,011 

Nine Months Lndcd 
June30 

2008 2007 
$ 113,442 $ 92,464 

35,336 29,086 
19,565 40,368 
10,406 12,488 

$ 178,749 $ 174,406 

I-- 

I 

Percentage 

Change 

4 %  
16 % 

(30)% 
(30)% 
24 % 

2 Yo 

5 Yo 

2 %  

2 %  

1 %  

(61)"h 
(5)% 

1 %  
(ly?? 
2 %  

(l)% 

(loo)% 

Percentage 

Change 
23 % 
21 % 

(52)% 
(17)% 

2 %  
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Atrnos Energy Corporation 
Financial Highlights, continued (Unaudited) 

- Condensed Balance Sheets 

(000s) 

Net property, plant and equipment 

Cash and cash equivalents 
Cash held on deposit in margin account 
Accounts receivable, net 
Gas stored underground 
Other current assets 

Total current assets 

Goodwill and intangible assets 
Deferred charges and other assets 

Shareholders’ equity 
Long-term debt 

Total capitalization 

Accounts payable and accrued liabilities 
Other current liabilities 
Short-term debt 
Current maturities of long-term debt 

Total current liabilities 

Deferred income taxes 
Deferred credits and other liabilities 

hi%p://www. investquest. com/i q/a/ato/fin/8 Wato81t08 05 0 8. htm 

June 30, 

$4,012,888 

46,501 
62,152 

601, 164 
571,532 
115,609 

1,396,958 

737,22 1 
237,723 

$6,384,790 

$2,105,407 
2,119,729 

4,225,136 

582,353 
472,O 8 8 
113,257 

1,059 

1,168,757 

450,669 
540,228 

$6,384,790 

2008 - 

9 

September 30, 

2007 

$3,836,836 

60,725 

380,133 
5 15,128 
1 12,909 

1,068,895 

737,692 
253,494 

$5,896,9 17 

$1,965,754 
2,126,315 

4,092,069 

355,255 
409,993 
150,599 

3,133 1 

91 9,678 

370,569 
514,601 

.- 

$5,896,917 
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Atmos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Condensed Statements of Cash Flows 

Cash flows from operating activities 

Net income 
Depreciation and amortization 
Deferred income taxes 
Changes in assets and liabilities 
Other 

Cash flows from investing activities 

Capital expenditures 
Other, net 

Cash flows from financing activities 

Net decrease in short-term debt 
Net proceeds from long-term debt offering 
Settlement of Treasury lock agreement 
Repayment of long-tam debt 
Cash dividends paid 
Net proceeds from equity offering 
Issuance of common stock 

(000s) 

Net cash provided by operating activities 

Net cash used in investing activities 

Net cash used in financing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end of period 

Statistics 
Consolidated natural gas distribution throughput (Mh4cf 

Consolidated regulated transmission and storage 

Consolidated natural gas marketing sales volumes 

Natural gas distribution meters in service 
Natural gas distribution average cost of gas 
Natural gas marketing net physical position @cf) 

as metered) 

transportation volunies (MMcf) 

(MMcf) 

Nine Months Ended 
June30 ~ 

2008 --.- 

$ 178,749 
147,765 
77,864 

236 
12,767 

417,381 

(312,878) 

(317,181) 
(4,303) 

(35,721) 
- 

(9,945) 
(87,821) 

19,063 
(1 14,424) 

(14,224) 
60,725 

$ 46,501 

- 

2007 

$ 174,406 
149,183 
37,266 

173,856 
17,959 

552,670 

(263,023) 

(272,890) 
(9,867) 

(382,416) 
247,46 1 

4,750 

(83,118) 
191,913 

18,883 

(2,685) 

(5,212) 

274,568 
75,815 

$ 350,383 

Three Months Ended Nine Months Ended 
- June 30 June 30 

2008 

73,483 

152,450 

82,122 
3,205,456 

$ 11.53 
17.5 

### 

10 

2007 2008 2007 -I.- 

74,563 367,297 367,080 

125,639 429,75 8 359,447 

85,413 298,35 1 264,325 
3,194,304 3,205,456 3,194,304 

$ 7.90 $ 8.77 $ 8.19 
21.5 17.5 21.5 
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UNITED STATES 
SECURITIES ANP) EXCHANGE COR.ICMIISSION 

Washington, D.C. 20549 

Form 8-I( 

Current Report Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 

May 1,2008 
Date of Report @ate ofearIiest event reported) 

ATMOS ENERGY CORPORATION 
(Exact Name of Registrant as Specified in its Charter) 

TEXAS AND VURGLNLA 
(State or Other Jurisdiction 

of Incorporation) 

1-10042 
(Commission File Number) 

1800 THREE LINCOLN CENTRE, 
5430 LBJ FREEWAY, DALLAS, TEXAS 

(Address of Principal Executive Ofiiccs) 

75-1 743247 
(l.R.S Employer 

IdenNication No.) 

75240 
(Zip Code) 

(972) 934-9227 
(Registrant's Telephone Number, Including Arca Code) 

Not Applicable 
(Former Name or Former Address, if Changed Since LastReport) 

Check the appropriate box below if the Form 8-K f&ng is intended to simultaneously satisfy the fding obligation of the 
registrant under any of the following provisions: 

L l  

El 

U 

Written communications pursuant to Rule 425 under the Securities Act (1 7 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-20)) 

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 
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Item 2.02. Results of Operations and Financial Condition. 
On Thursday, May 1,2008, Amos Energy Corporation (the “Company”) issued a news release in which it reported 

the Company’s financial results for the second quarter of its 2008 fiscal year, which ends September 30,2008, and that [ 
certain of its officers would discuss such financial results in a conference call on Friday, May 2,2008 at 1O:OO a.m. Eastern 
Time. In the release, the Company also announced that the conference call would be webcast live and that slides for the 
webcast would be available on its Web site for all interested parties. 

A copy of the news release is furnished as Exhibit 99.1. The information furnished in this Item 2.02 and in Exhibit 
99.1 shall not be deemed to be “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or 
otherwise subject to the liabilities of that section, nor shall such information be deemed to be incorporated by reference into 
any of the Company’s filings under the Securities Act or the Exchange Act. 

Item 9.01. Financial Statements and Exhibits. 
(d) Exhibits 

99.1 News Release issued by Atmos Energy Corporation dated May 1,2008 

9/17/2009 
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SIGNATURE 

F'ursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to 
be signed on its behalf by the undersigned hereunto duly authorized. 

ATh4OS ENERGY CORPORATION 
(Registrant) 

DATE: May 1,2008 By: !sdJOUIS P. GREGORY .".. 
Louis P. Gregory 
Senior Vice President and General Counsel 
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Exhibit 99.1 

News Release 

Analysts and Media Contact: 
Susan Giles (972) 855-3729 

Atmos Energy Corporation Reports Earnings for the 
Fiscal 2008 Second Quarter and Six Months; Affirms Fiscal 2008 Guidance 

DAtLAS (May 1,2008)-Atmos Energy Corporation (NYSE: ATO) today reported consolidated results for its fiscal 2008 
second quarter and six months ended March 3 I ,  2008. 

* Fiscal 2008 second quarter net income was $1 1 1.5 million, br $1 “24 per diluted share, compared with net income of 
$106.5 million, or $1.20 per diluted share, in the fiscal 2007 second quarter. 

Regulated operations contributed $100.9 miJlion of net income, or $1.12 per diluted share in the fiscal 2008 second 
quarter, compared with $89.6 million of net income, or $1.01 per diluted share in the same period last year. 

Nonregulated operations contributed $10.6 million of net income in the fiscal 2008 second quarter, or $0.12 per 
diluted share, compared with $16.9 million of net income, or $0.19 per diluted share, in the prior year. 

Atmos Energy a f f m s  its fiscal 200s earnings guidance of $1.95 to $2.05 per diluted share. * 

For the six months ended March 3 I, 2008, net income was $185.3 million, or $2.06 per diluted share, compared with net 
income of $187.8 million, or $2.18 per diluted share for the same period last year. Diluted earnings per share for the current 
six-month period fully reflect the effect of a 4.4 percent increase in weighted average diluted shares outstanding, primarily 
associated with the company’s December 2006 equity offering. For the current six-month period, the regulated operations 
coutributed $150.9 million of net income, or $1.68 per diluted share, and the nonregulated operations contributed $34.4 
million of net income, or $0.38 per diluted share. 

“Our strategy of combining complementary regulated and nonregulated operations continues to drive results,” said Robert W. 
Best, chairman, president and chief executive officer of Atmos Energy Corporation. “Once again, our regulated operations 
benefited from regulatory enhancements that have .further stabilized margins and provided accelerated recognition of capital 
expenditures in rates, which more than offset the anticipated decrease in our nonregulated operations as a result of reduced 
natural gas price volatility in the market,” Best said 

“AS a result, we expect our earnings contributions to return to a more historical mix, with about 70 percent derived from the 
regulated businesses and about 30 percent from the nonregulated businesses. We remain confident that Atmos Energy is on 
track to meet our previously announced guidance for fiscal 2008 of earning between $1.95 and $2.05 per diluted share,” Best 
concluded. 
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Results for the 2008 Second Quarter Ended March 31,2008 

Natural gas distribution gross profit increased $1 1.3 million to $357.5 million for the fiscal 2008 second quarter, compared 
with $346.2 million in the prior-year quarter, before intersegment eliminations. This increase mainly reflects a net $1 3.4 
million increase in rates in the company’s Mid-Tex, Louisiana, Tennessee, Missouri and Kentucky service areas. 

Regulated transmission and storage gross profit increased $5.3 million to $5 1.4 million for the three months ended March 3 1 ,  
2008, compared with $46.1 &ion for the three months ended March 3 1 , 2007, before intersegment eliminations. This 
increase primarily reflects higher revenues resulting from the company’s 2006 filing under the Texas Gas Reliability 
hhs t ruc ture  Program (GRIP). Regulated transmission and storage gross profit also benefited from favorable market 
conditions that continue in the Barnett Shale and Carthage gas producing regions in Texas, resulting in a 21 percent increase 
in consolidated throughput and the realization of higher per-unit margins. 

Natural gas marketing gross profit decreased $6.8 million to $16.3 million for the fiscal 2008 second quarter, compared with 
$23.1 million for the fiscal 2007 second quarter, before intersegment eliminations. This decrease primarily reflects a $50.0 
miIIion decrease in Atmos Energy Marketing’s (AEM) storage and trading activities, resulting fi-om smaller gains earned 
 om the settlement of financial positions combined with increased storage fees charged by third parties. Delivered gas 
margins increased $1 1.9 million, as a result of an I8 percent increase in consolidated sales volumes combined with capturing 
favorable gains due to the Iocation of gas sold. Additionally, AEM’s unrealized losses decreased $31.3 million during the 
current quarter compared with the prior-year quarter, principally due to a narrowing of the spreads between the current cash 
prices and forward natural gas prices. 

Pipeline, storage and other gross profit decreased $4.1 million to $9.7 million for the three months ended March 31,2008, 
compared with $13.8 million for the same period last year, before intersegment eliminations. The decrease was largely due to 
lower realized margins from storage and asset optimization activities in a less volatile natural gas market, which creates less 
opportunity to capitalize on price fluctuations, partially offset by lower unrealized losses. 

Consolidated operation and maintenance expense for the second quarter of fiscal 2008 was $120.1 million, compared with 
$1 1 1.9 million for the second quarter last year. Excluding the provision for doubtfd accounts, operation and maintenance 
expense for the current quarter increased $10.5 million, compared with the prior-year quarter. The increase primarily was due 
to higher pipeline maintenance, odorization, fuel and other administrative costs. The prior-year quarter expense was 
abnormally low due to $4.3 million of previously incurred operation and maintenance expenses related to Hurricane Katrina 
recovery efforts being reversed and deferred due to a Louisiana Public Service Commission’s decision to permit the recovery 
of these expenses from customers. 

The provision for doubtful accounts decreased $2.3 million to $1.8 d o n  for the three months ended March 3 1,2008, 
compared with $4.1 million for the same period last year, as a result of increased coIlection efforts. 
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Results for the Six Months Ended March 31,2008 

Natural gas distribution gross profit increased $21.9 million to $630.7 million for the six months ended March 31,2008, 
compared with $608.8 million in the prior-year period, before intersegment eliminations. This increase primarily reflects a 
net $22.8 million increase in rates in the company's Mid-Tex, Louisiana, Tennessee, Missouri and Kentucky service areas. 

Regulated transmission and storage gross profit increased $10.6 million to $96.5 million for the six months ended March 3 1, 
2008, compared with $85.9 million for the same period Iast year, before intersegment eliminations. This increase reflects 
higher revenues resulting from the company's 2006 GRIP fiIing, a 19 percent increase in consolidated throughput, primarily 
associated with increased production in the Barnett Shale and Carthage regions in Texas and higher per-unit margins earned 
due to greater demand. 

Natural gas marketing gross profit decreased $23.9 million to $62.3 million for the fiscal 2008 six-month period, compared 
with $86.2 million for the prior-year period, before intersegment eliminations. 'IZis decrease primarily reflects a $44.7 
million decrease in AEM's storage and trading activities, primarily attributable to smaller gains earned f?om the settlement of 
financial positions combined with increased storage fees charged by third parties. Delivered gas margins increased $10.0 
million as a result of a 2 1 percent increase in consolidated sales volumes combined with capturing favorable gains due to the 
location of gas sold. Additionally, unrealized losses decreased $10.8 million period over period, principally due to a 
narrowing of the spreads between the current cash prices and forward natural gas prices. 

Pipeline, storage and other gross profit decreased $9.3 million to $15.7 million for the six months ended March 31,2008, 
compared with $25.0 million for the six months ended March 31,2007, before intersegment eliminations. The decrease 
primarily was due to lower realized margins from storage and asset optimization activities in a less volatile natural gas 
market, which creates less opportunity to capitalize on price fluctuations along with lower unrealized margins. 

Consolidated operation and maintenance expense for the six months ended March 3 1,2008, was $241.2 million, compared 
with $227.2 million for the prior-year period. Excluding the provision for doubtful accounts, operation and maintenance 
expense for the current six months was $234.8 million, compared with $216.4 million for the prior-year period. ?'he $1 8.4 
million increase was mainly due to higher pipeline maintenance, odorization, fuel and other administrative costs. 
Additionally, the increase reflects the aforementioned absence in the current period of the hurricane expense recovery 
reflected in the prior-year period. 

The provision for doubtful accounts was $6.4 million for the six months ended March 31,2008, compared with $10.8 million 
for the same period last year. The $4.4 million decrease reflects the effect of increased customer collection efforts. 

Interest charges for the six months ended March 31,2008, were $70.3 million, compared with $74.8 million for the six 
months ended March 31,2007. The $4.5 million period-over-period decrease primarily was due to lower average short-term 
debt balances experienced in the current period. 

The capitalization ratio at March 31,2008, was 50.0 percent, compared with 53.7 percent at September 30,2007, and 51.9 
percent at March 3 1 , 2007. No short-term debt was outstanding as of March 3 3 , 2008 and March 3 1 , 2007, while short-term 
debt was $150.6 million at September 30,2007. 
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For the six months ended March 3 1,2008, operating activities provided cash of $479.2 million, compared with $51 1.9 
million for the six months ended March 3 1,2007. Period over period, the decrease in operating cash flow primarily reflects 
an increase in cash required to collateralize risk management accounts as of March 3 1 , 2008, coupled with net unfavorable 
changes in various working capital items. 

Capital expenditures increased to $198.7 million for the six months ended March 31,2008, compared with $172.8 million for 
the same period last year. The $25.9 million increase principally reflects spending in the Mid-Tex Division for the 
replacement of mains and for the company’s new automated metering initiative in its natural gas distribution business. 

Outlook 

The leadership of Atmos Energy remains focused on enhancing shareholder value by delivering consistent earnings growth. 
Amos Energy continues to project fiscal 2008 earnings to be in the range of $1.95 to $2.05 per diluted share, excluding any 
material mark-to-market impact, with capital expenditures expected to range fiom $450 million to $465 million. Major 
assumptions underlying the earnings projection include a reduced contribution fiom the natural gas marketing segment due to 
less volatility in natural gas prices, continued successful execution of the rate strategy in the natural gas distribution segment, 
an average annual short-term interest rate of 6.5 percent and no material acquisitions. However, the mark-to-market impact 
on the nonregulated marketing company’s physical storage inventory at September 30,2008, and changes in events or other 
circumstances that the company cannot currently anticipate or predict could result in earnings for fiscal 2008 that are 
significantly above or below this outlook. 

Conference Call to be Webcast May 2,2008 

Atmos Energy will host a conference call with financial analysts to discuss the financial results for the fiscal 2008 second 
quarter and frs t  six months on Friday, May 2,2008, at 10 a.m. EDT. The telephone number is 800-240-41 86. The conference 
call will be webcast live on the Atmos Energy Web site at www.atmosenergy.com . A playback of the call will be available 
on the Web site later that day. Amos Energy officers who will participate in the conference call include: Bob Best, chairman, 
president and chief executive officer; Pat Reddy, senior vice president and chief financial officer; Kim Cocklin, senior vice 
president, regulated operations; Mark Johnson, senior vice president, nonregulated operations; Fred Meisentleirner, vice 
president and controller; Laurie Shenvood, vice president, corporate development and treasurer; and Susan Giles, vice 
president, investor relations. 

Highlights and Recent Developments 

Mid-Tex Division Rate Case Update 
On February 13,2008, Atmos Energy announced that it had entered into a settlement agreement with the Atmos Texas 
Municipalities (ATM), representing 49 cities located in the division. The terms of this agreement were subsequently adopted 
by the cities comprising the Atmos Cities Steering Committee (ACSC), which had reached an earlier settlement with the 
company in January 2008. All remaining cities in the division, other than the City of Dallas, have agreed to the terms of the 
settlement reached with ATM. In late March 2008, hearings were conducted at the Railroad Commission of Texas ( M C )  on 
the rate case with the City of Dallas. The RRC subsequently ordered mediation, which was scheduled for today, in an attempt 
to reach a settlement with the City of Dallas. Meanwhile, a proposal for decision from the RRC is expected in May 2008, 
with a final order expected in June 2008. 
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Effective April 1,2008, the Mid-Tex Division implemented new rates for the cities that had agreed to the settlement, which is 
equivalent to an approximate $10 million increase in rates on a systemwide basis. Additionally, on April 14,2008, the Mid- 
Tex Division filed its first rate adjustment of $33.5 million under the rate review mechanism contained in the AIM 
settlement agreement. Pending the settling cities’ review and approval, the rate adjustment will be reflected in rates effective 
October 1,2008. 

Park City Gathering Project 
During the fiscal 2008 second quarter, Amos Pipeline and Storage, LLC completed construction on a 23-mile low-pressure 
natural gas gathering system northeast of Bowling Green, Kentucky. Final testing is under way with operational startup 
expected in early May 2008. 

AEM $580 Million Uncommitted Demand Credit Facility Renewal 

In March 2008, Atmos Energy Marketing, LLC, renewed its $580 million uncommitted demand credit facility to extend the 
term of the facility for an additional 12 months to March 31,2009, on substantially similar terms. 

Forward-Looking Statements 

Ttie matters discussed in this news release may contain “forward-looking statements” within the meaning of Section 27A of 
the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. AI1 statements other than statements of 
historical fact included in this news release are forward-looking statements made in good faith by the company and are 
intended to qualify for the safe harbor from liability established by the Private Securities Litigation Reform Act of 1995. 
When used in this news release or in any of the company’s other documents or oral presentations, the words “anticipate,” 
“believe,” “estimate,” “expect,” “forecast,” “goal,” “intend,” “objective,” “plan,” “projection,” “seek,” “strategy” or similar 
words are intended to identify forward-looking statements. Such forward-looking statements are subject to risks and 
uncertainties that could cause actual results to differ materially from those discussed in this news release, including the risks 
and uncertainties relating to regulatory trends and decisions, the company’s ability to continue to access the capital markets 
and the other factors discussed in the company’s SEC filings. These factors include the risks and uncertainties discussed in 
the company’s Annual Report on Form 10-K for the fiscal year ended September 30,2007, and in the company’s Quarterly 
Report on Form IO-Q for the three months ended December 3 1,2007. Although the company believes 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. The company undertakes no obligation to update or revise forward-looking statements, 
whether as a result of new infomation, future events or otherwise. 

About Atmos Energy 

Atmos Energy Corporation, headquartered in Dallas, is the country’s largest natural-gas-only distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states from the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Amos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers primarily in the Midwest and Southeast and manages company-owned 
natural gas pipeline and storage assets, including one of the largest intrastate natural gas pipeline systems in Texas. Atmos 
Energy is a Fortune 500 company. For more information, visit www.atmosenergyam.. 
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Atmos Energy Corporation 
Financial Highlights (Unaudited) 

Statements ofhcome 

(000s except per share) 

Gross Profit: 
Natural gas distribution segment 
Regulated transmission and storage segment 
Natural gas marketing segment 
Pipeline, storage and other segment 
Intersegment eliminations 

Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
Taxes, other than income 

Total operating expenses 

Operating income 

Miscellaneous income 
Interest charges 

Income before income taxes 
Income tax expense 
Net income 

Basic net income per share 
Diluted net income per share 

Cash dividends per share 

Weighted average shares outstanding: 
Basic 
Diluted 

Summary Net Income by Segment (000s) 

Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage and other 

CansoIidated net income 

6 

Three Months Ended 
March 31 

2008 2007 

$357,524 
5 1,440 
16,332 
9,684 
(586) 

434,394 

120,053 
48,790 
54,408 

223,25 1 

211,143 

1,467 
33,516 

179,094 
67,560 

$1 11,534 

$ 1.25 
$ 1.24 

$ -325 

$346,246 
46,068 
23,053 
13,848 

428,686 

1 1 1,862 
5 1,066 
56,746 

2 19,674 

209,O 12 

1,838 
35,262 

175,588 

(529) 

69,083 
$106,505 

$ 1.21 
$ 1.20 

$ .320 

89,3 14 88,078 
89,990 88,735 

Three Months Ended 
March 31 

2008 2007 

$ 85,656 $ 76,320 
15,224 13,273 
5,279 11,031 
5,375 5,881 

$111,534 $106,505 

Percentage 

Change 

3% 
2% 

(29)% 
(30)% 

1% 

7% 
(4)% 
(41% 
2% 

1 Yo 

( I  I)% 

(20)% 
(9% 

2% 
(2)% 
5% 

Percentage 

Change 

12% 
15% 

(52)0/, 

5% 
m.- 
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Atmos Energy Corporation 
Fi nancia I Highlights, con tin u ed (Unaudited) 

Statements of Income 

(000s except per sharc) 

Gross Profit: 
Natural gas distribution segment 
Regulated transmission and storage segment 
Natural gas marketing segment 
Pipeline, storage and other segment 
Intersegment eliminations 

Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
Taxes, other than income 

Total operating expenses 

Operating income 

Miscellaneous income 
Interest charges 

Income before income taxes 
Income tax expense 
Net income 

Basic net income per share 
Diluted net income per share 

Cash dividends per share 

Weighted average shares outstanding: 
Basic 
Diluted 

Summary Nct Income by Segment (000s) 

Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage and other 

Consolidated net income 

hiip ://wiw. investquest. corn/i qla/ato/fin/8k/ato8k05 0 1 08 .htm 

Six Months Ended 

2008 2007 

March31 __ 
--- 

$630,724 $608,814 
96,486 85,940 
62,295 86,187 
15,682 24,956 
(1,155) (1,619) 

804,032 804,278 

241,242 227,232 
97,303 100,061 
95,835 96,813 

434,380 424,106 

369,652 380,172 

1,374 3,417 
74 794 

- 

70,333 A- 

300,693 308,795 
115,356 121,029 

$1 85,337 $187,766 

$ 2.08 $ 2.20 
$ 2.06 $ 2.18 

$ .65 $ .64 

89,133 85,404 
89,817 86,061 

Six Months Ended 
March31 ,.- 

2008 2007 

$125,820 $108,154 
2507 1 22,924 
25,879 45,978 

8,567 10,710 
$1 85,337 $187,766 
-- -- 

7 

Percentage 

Change 

4% 
12% 

(28)% 
(37)% 
29% 
- %  

6% 
(3)% 
(1)% 

(3)% 

2% 

(60)% 
(6)% 

(3)% 
(5)% 
(I)% 

Percentage 

Change 

16% 
9% 

(44>"/0 
(20)% 
(1)y0 
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Atmos Energy Corporation 
Financial Highlights, continued (r Jnaudited) 

Condensed Balance Sbeets 

(000s) 

Net property, plant and equipment 

Cash and cash equivalents 
Cash held on deposit in margin account 
Accounts receivable, net 
Gas stored underground 
Other current assets 

Total current assets 

Goodwill and intangible assets 
Deferred charges and other assets 

Shareholders' equity 
Long-term debt 

Total capitalization 

Accounts payable and accrued liabilities 
Other current liabilities 
Short-term debt 
Current matmities of long-term debt 

Total cunent liabilities 

Deferred income taxes 
Deferred credits and other liabilities 
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Rlarch 31, 
2008 

$3,948,866 

139,636 
29,591 

805,940 
421,980 

95,567 

1,492,714 

737,380 
242,034 

$6,420,994 

$2,125,993 
2,119,696 

4,245,689 

809,140 
408,575 

8,453 

1,226,168 

420,232 
528,905 

$6,420,994 

- 

Page 11 of 12 

September 30, 

2007 -- 
$3,836,836 

60,725 

380,133 
515,128 
112,909 

1,068,895 

737,692 
253,494 

$5,896,917 

$1,965,754 
2,126,315 

4,092,069 

355,255 
409,993 
150,599 

3,83 1 

919,678 

370,569 
514,601 

$5,896,917 

- 
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Atmos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Six Months Ended 
Condensed Statements O f  Cash Flows 
(000s) 

Cash flows from operating activities 

Net income 
Depreciation and amortization 
Deferred income taxes 
Changes in assets and liabilities 
Other 

Net cash provided by operating activities 

h ttp://www, inves tques t .com/ iq /a /a t~ /~~~~~a~o8 k050 108. htm 

March 31 
2008 2007 

__I- 

$185,337 
97,370 
72,277 

1 17,3 55 
6,853 

479, I 92 
- ~ -  

$1 87,766 
100,179 
72,755 

14 1,755 
9,472 

511,927 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMUSSION 

Washington, D.C. 20549 

Current Report Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 

March 31,2008 
Date o f  Report (Date of eariiest event reported) 

ATMOS ENERGY CORPORATION 
TEXAS AND VIRGINIA 

(State or Other Jurisdiction 
of Incorporation) 

(Exact Name of Restrani as Specified in its Charter) 

1-10042 
(Commission File Number) 

1800 THREE LINCOLN CENTRE, 
5430 LBJ FREEWAY, DM,LAS, TEXAS 

(Address of Principal Executive Offices) 

15- I743247 
(LRS. Employer 

Identification No.) 

75240 
(Zip Code) 

(972) 934-9227 
(Registrant’s Telephone Number, Including Area Code) 

Not Applicable 
(Former Name or Former Address, if Chmpd Since Last Report) 

Check the appropriate box below if the Form 8-IC filing is intended to simuItaneousIy satisfy the filing obligation of the registrant mder 
any of the following provisions: 

0 Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

U Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFK 240.14a-12) 

0 Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240a14d-2(b)) 

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 
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Item 1.01. Entry into a Material Definitive Agreement. 

On March 3 1,2008, A b o s  Energy Marketing, LLC (“AEM), a Delaware limited liability company, which is wholly-owned by 
Atmos Energy Holdings, Inc., a Delaware corporation and a wholly-owned subsidiary of Atmos Energy Corporation, entered into the 
Fourth Amendment dated as of March 3 1,2008, to the Uncommitted Second Amended and Restated Credit Agreement, dated as of 
March 30,2005, as amended by the First Amendment dated November 28,2005, the Second Amendment dated March 31,2006, and the 
Third Amendment dated March 30,2007, by and among AEM; Fortis Capital Corp., a Connecticut corporation, as joint lead arranger and 
joint bookrunner, as administrative agent for the banks, as collateral agent, as an issuing bank and as a bank; BNP Paribas, a bank 
organized under the laws of‘ France, as joint lead arranger and joint bookrunner, as documentation agent, as an issuing bank and as a bank; 
Sociktk Gkn6mle, as syndication agent and as a bank; and a syndicate of five additional banks identified therein. 

March 3 1,2009; (ii) remove the financial covenant of AEM in the facility relating to the amount of cumulative losses that could be 
incur-red by AEM and its subsidiaries over a specific period of time; and (iii) include provisions in the facility permitting banks 
participating in the facility, or their affiliates, to engage in transactions with AEM involving the sale, purchase or exchange of physical 
commodities pursuant to contracts executed by each of such banks or their affiliates, and permitting such banks or their affiliates to use 
collateral provided by AEM under such contracts to offset obligations due from AEM under those contracts. The specific rights and 
obligations of AEM as well as the banks or their affiliates participating in such transactions are set forth in the lntercreditor Agreement 
dated March 31,2008. 

The Fourth Amendment amended the credit facility, primarily to (i) extend the term of the facility for an additional 12 months to 

The credit faciIity, as amended, will continue to be used, on an uncommitted and fully discretionary basis, to provide loans to AEM 
and issue letters of credit for the account of AEM, primarily in order to continue to provide working capital for its natural gas marketing 
business. Borrowings made as revolving loans under the credit facility will continue to bear interest at a floating rate equal to a base rate, 
defined as the higher of (i) -50% per annum above the federal funds rate or (ii) the per annum rate of interest established by JPMorgan 
Chase Bank, N.A. as its prime rate at the time of such borrowing plus an applicable margin, which is defined as -25% per annum. Based 
upon the current prime rate, revolving loans would bear interest at 5.5% per annum. Borrowings made as offshore rate loans will continue 
to bear intexest at a floating rate equal to an offshore rate, which is equal to a base rate based upon LlBOR for the applicable interest 
period plus an applicable margin, which will range from 1”250% to 1.625% per annum, depending on the excess tangible net worth of 
AEM, as defined in the credit facility. Based upon the current LlBOR rate for a seven day period, offshore rate loans would bear interest 
at 4.204% peI annum. Fees for letters of credit issued by the banks will continue to range &om 1.000% to 1.875% per annum, depending 
on the excess tangible net worth of AEM and whether the letters of credit are swap-related. 

The credit facility will expire on March 3 1,2009, at which time all amounts outstanding under the facility will be due and payable, 
except for any letters of credit outstanding at that date, all of which will be due no later than March 31,2010. The credit facility contains 
usual and customary covenants for transactions of this type, including covenants limiting liens, additional indebtedness and mergers. In 
addition, AEM will be required to not exceed a maximum ratio of total liabilities to tangible net worth of 5.00 to 1 .OO, along with 
maintaining minimum levels of net working capital ranging from $20 million to $120 million, and tangible net worth ranging from $21 
million to $121 million, as all such terms are defined in the credit facility, depending on the 
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total amount of borrowing elected from time to time by AEM. The credit facility is secured by substantially all of the assets of AEM and 
is guaranteed by its parent company, Atmos Energy Holdings, Lnc. 

In the event of a default by AEM under the credit facility, including cross-defaults relating to specificd other indebtedness of AEM 
having a principal amount of more than $250,000 in the aggregate, the administrative agent may, and shaIl upon the request of a certain 
minimum number of the banks, terminate the obligations of the banks to make loans or issue letters of credit under the credit facility, 
declare the amount outslanding payable immediately, including all accrued interest and unpaid fees, and enforce any and all rights and 
interests created and existing under the credit facility documents, including, without limitation, all rights of set-off and all other rights 
available under the law. 

With respect to the other parties to the credit facility, AEM has or may have had customary banking relationships based on the 
provision of a variety of financial services, including the purchase and sale of financial instruments traded on various commodity 
exchanges, none of which are material individually or in the aggregate with respect to any individual party, other than BNP Paribas, 
which relationship is material to AEM. These financial instruments include, but are not limited to, N Y h 4 E X  futures and over-the-counter 
natural gas hedges. In addition, AEM or its affiliates have or may have purchased natural gas on an ann’s length basis based upon market 
prices from one of more affiliates of the other parties to the credit facility, Copies of the Fourth Amendment and the Intercreditor 
Agreement are attached hereto as Exhibits 10.1 and 10.2, respectively, each of which are incorporated herein by reference. The foregoing 
summary does not purport to be complete and is qualified in its entirety by reference to the Fourth Amendment and the Intercreditor 
Agreement. 

item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a 
Registrant. 

The information described in Item 1.01 above is hereby incorporated herein by reference. 
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Item 9.01. Financial Statements and Exhibits. 

(d) Exhibits. 

10.1 

10.2 

Fourth Amendment, dated as of March 3 I ,  2008, to the Uncommitted Second Amended and Restated 
Credit Agreement, dated as of March 30,2005, as amended by the First Amendment, dated November 28, 
2005, the Second Amendment, dated March 31,2006, and the Third Amendment, dated March 30,2007, 
and as otherwise amended, restated, supplemented or modified prior to the date hereof; among Atnios 
Energy Marketing, LLC, a Delaware limited liability company, the financial institutions from time to time 
parties thereto (the “Banks”), Fortis Capital Corp., a Connecticut corporation, as Joint Lead Arranger and 
Joint Bookrunner, as Administrative Agent for the Banks, as Collateral Agent, as an Issuing Bank, and as a 
Bank, BNP Paribas, a bank organized under the laws of France, as Joint Lead Arranger and Joint 
B o o h e r ,  and as Documentation Agent, as an Issuing Bank, and as a Bank, and Sociktk GCntrale, as 
Syndication Agent and as a Bank 

Intercreditor Agreement, dated as of March 3 1,2008 (as amended, supplemented and otherwise modified 
from time to time, the ‘‘Agreement”), among Fortis Capital Corp., a Connecticut corporation, in its capacity 
as Collateral Agent (together with its successors and assigns in such capacity, the “Agent”) for the Banks 
hereinafter referred to, and each bank and other financial institution which is now or hereafter a party to 
this Agreement in its capacity as a Bank and, as applicable, as a Swap Bank (collectively, the “Swap 
Banks”) and as a Physical Trade Bank (collectively, the “Physical Trade Banks”) 
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SIGNATURE 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its 
behalf by the undersigned hereunto duly authorized. 

ATMOS ENERGY CORPORATION 
(Registrant) 

Date: April 4,2008 By: /s/ LOUIS P. GREGORY 
Louis P. Gregory 
Senior Vice President and General Counsel 

S 
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INDEX TO EXHIBITS 

Exhibit 
Number. 

10.1 

_I_ 

10.2 

.- Description - 

Fourth Amendment, dated as of March 3 I, 2008, to the Uncommitted Second Amended and Restated Credit Agreement, 
dated as of March 30,2005, as amended by the First Amendment, dated November 28,2005, the Second Amendment, dated 
March 3 1,2006, the Thiid Amendment, dated March 30,2007, and as otherwise amended, restated, supplemented or 
modified prior to the date hereof, among Atmos Energy Marketing, LLC, a Delaware limited liability company, the 
financial institutions from time to time parties thereto (the “Banks”), Fortis Capital Corp., a Connecticut corporation, as 
Joint Lead Arranger and Joint Bookrunner, as Administrative Agent for the Banks, as Collateral Agent, as an Issuing Bank, 
and as a Bank; BNP Paribas, a bank organized under the laws of France, as Joint Lead Arranger and Joint Bookrunner, and 
as Documentation Agent, as an Issuing Bank, and as a Bank, and Sociktk Gknkrale, as Syndication Agent and as a Bank 

Lntercreditor Agreement, dated as oiMarch 31,2008 (as amended, supplemented and otherwise modified from time to time, 
the “Agreement”), among Fortis Capital Corp., a Connecticut corporation, in its capacity as Collateral Agent (together with 
its successoIs and assigns in such capacity, the “Agenf‘) for the Banks hereinaRer referred to, and each bank and other 
financial institution which is now or hereafter a party to this Agreement in its capacity as a Bank and, as applicable, as a 
Swap Bank (collectively, the “Swap Banks”) and as a Physical Trade Bank (collectively, the “Physical Trade Banks”) 

6 
Exhibit 10.1 

EXECUTION VERSION 

FOURTH AMENDMENT TO THE 
UNCOMMITTED SECOND AMENDED AND RESTATED 

CREDIT AGREEMENT 

This FOURTH AIvENDMENT, dated as of March 31,2008 (this ‘‘ Amendment ”) to the U N C O m T E D  SECOND 
AMENDED AND RESTATED CREDIT AGREEMENT, dated as of  March 30,2005 (as amended by the First Amendment, dated as o f  
November 28,2005 (the “ 
Third Amendment dated as of March 30,2007 (the ‘I Third Amendment ”) and as otherwise amended, restated, supplemented or modified 
prior to the date hereof, the “ Credit ATeement ”) among ATMOS ENERGY MARKETING, LLC, a Delaware limited liability company 
(the ‘‘ Borrower ’7, the financial institutions from time to time parties thereto (the ‘‘ Banks ”), FORTIS CAPITAL COW., a Connecticut 
corporation (“ M”), as Joint Lead Arranger and Joint Bookrunner, as Administrative Agent for the Banks, as Collateral Agent, as an 
Issuing Bank, and as a Bank, BNP PARIBAS, a bank organized under the laws of France c’ BNP Paribas ”), as Joint Lead Arranger and 
Joint Boo+Fer, as,Documentation Agent (together with the Adniinistrative Agent, the ‘‘ Agents ”), as an Issuing Bank and as a Bank, 
and SOCIETE GENEKaE, as Syndication Agent and as a Bank. 

Aneendment ”), the Second Amendment dated as of March 3 1,2006 (the “ Second Amendment ”), the 

WHEREAS, the Borrower has requested that the fmancial institutions party hereto make certain amendments to the Credit 

WHEREAS, the financial institutions party hereto have indicated their willingness to consider such amendments on the terns 

NOW, THEREFORE, in consideration o f  the premises herein contained and for other good and valuable consideration, the 

1. Defined Terms . Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the 

Agreement on the terms and subject to the conditions set forth herein; and 

and conditions of‘ this Amendment; 

receipt and sufficiency of which is hereby acknowledged, the parties hereto hereby agree as follows: 

meanings ascribed to them in the Credit Agreement. 

the following definitions: “360-Day LIC Maturity Date,” “Adjusted Pro Rata Share,” “Applicable Margin,” “Banks,” “Borrowing Base 
Advance Cap,” “Borrowing Base Line,” “Borrowing Base Sub-Cap,” “Eligible Assignee,” “Expiration Date,” “Indebtedness,” “Loan 
Documents,” “Maturity Date.” --Obligations,” “Swap Banks,” and “Swap Contracts” in their respective entireties and substituting in lieu 
thereof the following in the appropriate alphabetical order: 

2. hnendments to Section I .01 of the Credit Agreement. Section 1.01 of the Credit Agreement is hereby amended by deleting 

“ 360:Dy L/C Maturity Date ” means March 31,2010. 
“ Aditusteed Pro Rata Share.” has the meaning ascribed to such term in the Intercieditor Agreement. 

9/17/2009 
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“ ADDlicable Marpin ” means (i) with respect to Base Rate Loans, .250% per annum and (ii) with respect to Offshore Rate 
Loans and Letters of Credit, for any day, the applicable rate per m i i m  set forth below, based upon the Excess Tangible Net Worth 
determined as the last day of the most recently ended fiscal quarter: 

Applicable Applicablc Margin 
Applicable Margin for for SPT-Related 

Letters ofCrcdit Standby Letters of 
Marpjn for (iiodlldng Credit (other than 

Physical Trade Physical Trade 
Offshore Delivery-Related Delivery-Related 

Ratc Standby Letters Standby LefScn of 
Loans of Credit) Credit) Excess Tangible Net Worth - -  

Less than or equal to $25,000,000 1.625% 1.375% 1.875% 
Greater than $25,000,000 and less than or equal to $50,000,000 1.500% 1.250% 1.750% 
Greater than $50,000,000 and less or equal to $75,000,000 1.375% 1.125% 1.625% 
Greater than $75,000,000 1.250% I .OOO% 1.500% 

For the purposes of the foregoing, the Excess Tangible Net Worth shall be determined based upon the Borrower’s most recent 
consolidated financial statements delivered pursuant to Section 7.01(c), and each change in the Applicable Margin resulting from a 
change in the Excess Tangible Net Worth shall be effective during the period commencing on and including the date of delivery to 
the AdministTative Agent of such consolidated financial statements indicating such change and ending on the date immediately 
preceding the effective date of the next such change; provided that the Excess Tangible Net Worth shall be deemed to be less than or 
equal to $25,000,000 at any time that an Event of Default has occurred and is continuing. 

LLC, The Bank of Tokyo-Mitsubishi ZJFJ, Ltd. (as successor by merger to LJFJ Bank Limited, New York Branch), Brown Brothers 
Harriman & Co., The Royal Bank of Scotland plc and each additional lending institution added to this Agreement, through an 
amendment to this Agreement, by execution of an Uncommitted Line Portion Addendum, or through an Assignment and 
Acceptance in accordance with Subsection I I.OS(a) hereof. References to the “Banks” shall include Fortis and BNP Paribas, 
including each in its capacity as an Issuing Bank; for purposes of clarification only, to the extent that Fortis or BNP Paribas may 
have any rights or obligations in addition to those of the Banks due to their status as an Issuing Bank and as Agents, Fortis’ and 
BNP Paribas’ status as such will be specifically referenced. 

‘‘ Banks ” shall mean Fortis, BNP Paribas, Soci6t6 GknkraIe, NATIXIS, acting through its New York Branch, RZB Finance, 

“ Borrowin? Base Advance Cap ” means at any time an amount equal to the least of: 

(a) $580,000,000; 
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(b) 
(c) 

the Total Subscribed Line Portions; 
the Borrowing Base Sub-cap; 01 

(d) the sum of: I 
(i) the amount of Cash Collateral and other liquid investments which are acceptable to the Banks in their sole discretion and 

which are subject to a first perfected security interest in favor of Administrative Agent, as collateral agent for the Banks, and which 
have not been used in determining avaiiability for any other advance (other than advances made under the Borrowing Base Line) or 
Letter of Credit Issuance; plus 

(ii) 90% of Borrower's equity in Eligible Broker accounts from and after the date that a tri-party agreement with respect to 
such accounts is entered into, to the extent such equity is not being used in determining availability for any other advance (other 
than advances made under the Borrowing Base Line) 01' Letter of Credit Issuance; plus 

(iij) 90% of  the amount of 'Tier I Accounts which are no1 being used in determining availability for any other advance (other 
than advances made under the Borrowing Base Line) or Letter of Credit Issuance, net of deductions, offsets and counterclaims; plus 

(iv) 85% of the amount of Tier II Accounts which are not being used in determining availability for any other advance (other 
than advances made under the Borrowing Base Line) or Letter of Credit Issuance, net of deductions, offsets and counterclaims; plus 

(v) 85% of the amount of Tier I Unbilled Accounts which are not being used in detelmining availability for any other advance 
(other than advances made under the Borrowing Base Line) or Letter of Credit Issuance; plus 

(vi) SO% of the amount of Tier UL Unbilled Accounts which are not being used in determining avaiiability for any other 
advance (other than advances made under the Borrowing Base Line) or Letter of Credit Issuance; plus 

(vii) 80% of the amount of Eligible Inventory which are not being used in determining availability for any other advance 
(other than advances made under the Borrowing Base Line) or Letter of Credit Issuance; plus 

(viii) 80% of the amount of Eligible Exchange Receivables which are not being used in determining availability for any other 
advance (other than advances made under the Borrowing Base Line) or Letter of Credit Issuance; plus 

( ix)  80% of the amount of Undelivered Product Value; plus 
(x) 70% of Realizable Unrealized Profits, up to a maximum amount of $50,000,000, less 
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(xi) the amounts which would be subject to a so-called “First Purchaser Lien” as defined in Texas Bus. & Corn. Code 
Section 9.343, comparable laws of the states of Oklahoma, Kansas or New Mexico, or any other comparable law of any other state, 
unless a Letter of Credit secures payment of all amounts subject to such First Purchaser Lien; less 

(xii) 125% of the SPT Bank Close-Out Amounts of all SPT Banks, as of the date of determination ofthe Borrowing Base 
Advance Cap; and less 

(Xiii) 100% of the Borrower’s Unrealized Mark-to-Market Losses as of the date of determination of the Borrowing Base 
Advance Cap. 

In no event shall any amounts described in (d)(i) through (d)(x) above which may fall into more than one of such categories be 
counted more than once when making the calculation under this definition. 

‘‘ Borrowing Base Line ” means the uncommitted line of credit for the purpose of (a) providing working capital and to fund 
payments to suppliers of Product; (b) to provide for Letters of Credit to secure suppliers of Product; and (c) to fund payments due to 
any SPT Bank under any SPT Contract. 

“ Box&wj.ng Base Sub-Cau ” means (a) %om the date of this Agreement until the date the fkst election is made by the 
Borrower pursuant to clause (b) of this definition, $250,000,000, and (b) thereafter, at any time, the amount set forth in the table 
below under the heading ‘‘ Borrowing Buse Sub-cup ” elected by the Borrower from time to time by written notice to the Agents, 
provided that, at the time of any such election of any such amount as the Borrowing Base Sub-Cap, but not for any other purpose 
herein, each of the Dorrower’s Net Working Capital, Tangible Net Worth and ratio of Total Liabilities to Tangible Net Worth at 
such time of election, each as determined by the most recent monthly financial statements received pursuant to Section 7.01(c) are 
within the requirements set forth opposite such amount in the table below. For purposes of testing whether such requirements have 
been met, the highest amount elected by the Borrower for the month being tested shall be used, where during the same month being 
tested the Borrower elected to either increase or decrease the availability by selecting a different amount under the column entitled 
“Borrowing Base Sub-Cap”. 

Maximum Ratio at 
Minimum Nct Minimum Tangible Total Liabilities 10 

Borrowing Base Sub-Cag Working Capital Net Worth Tanfible Net Worth 
$100,000,000 $20,000,000 $2 1,000,000 5.00 to 1 
$125,000,000 
$150,000,000 
$175,000,000 
$200,000,000 
$225,000,000 
$250,000,000 
$275,000,000 
$300,000,000 
$325,000,000 
$3 50,000,000 
$375,000,000 
$400,000,000 
$425,000,000 
$450,000,000 
$475,000,000 

$525,000,000 
$550,000,000 
$575,000,000 
$580,000,000 

5500,000,000 

$25,000,000 
$30,000,000 
$35,000,000 
$40,000,000 
$45,000,000 

$55,000,000 
$60,000,000 
$65,000,000 
$70,000,000 
$75,000,000 
$80,000,000 
$85,000,000 
$90,000,000 
$95,000,000 

$50,000,000 

$100,000,000 
$105,000,000 
$1 10,000,000 
$1 15,000,000 
$120,000,000 

$26,000,000 
$3 1,000,000 
$36,000,000 
$4 1,000,000 
$46,000,000 
$5 1,000,000 
$56,000,000 
$61,000,000 
$66,000,000 
$71,000,000 
$76,000,000 
$81,000,000 
$86,000,000 
$91,000,000 
$96,000,000 

$106,000,000 

$1 16,000,000 

$1 01,000,000 

$1 11,000,000 

$121,000,000 
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5.00 to 1 
5.00 to 1 
5.00 to 1 
5.00 to 1 
5.00 to 1 
5.00 to 1 
5.00 to I 
5.00 to 1 
5.00 to 1 
5.00 to 1 
5.00 to 1 
5.00 to I 
5.00 to I 
5.00 to I 
5.00 to I 
5.00 to 1 
5.00 to 1 
5.00 to 1 
5.00 to I 
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Eligible Assipee ” means (a) a comniercial bank organized under the laws of the United States, or any state thereof, and 
having; combined capital and surplus of at least $100,000,000; (b) a commercial bank organized under the laws of any other 
counky which i s  a member of the Organization for Economic Cooperation and Development (the ‘‘ OECD ”), or a political 
subdivision of any such country, and having a combined capital and surplus of at least $100,000,000, provided, however, that such 
bank is acting through a branch or agency located in the United States; and (c) a Person that is primarily engaged in the business of 
commercial lending and that is (i) a Subsidiary ofa Bank (or bank referred to in the preceding clauses (a) or e)), (ii) a Subsidiary of 
a Person of which a Bank (or bank referred to in the preceding clauses (a) or (b)) is a Subsidiay, or (iii) a Person of which a Bank 
(or bank referred to in the preceding clauses (a) or (b)) is a Subsidiary. 

‘‘ EsRiEa!-ion Date ” means the earliest to occur of: 
(a) March 3 1,2009; or 

(b) 
(c) 
‘‘ Indebtedness ” of any Person means, without duplication, (a) all indebtedness for borrowed money; (b) all obligations issued, 

the date demand for payment is made by the Administrative Agent; or 
the date an Event of Default occurs. 

undertaken or assumed as the deferred purchase price of property or services (other than kade payables entered into in the ordinary 
course of business on ordinary terms); (c) all non-contingent reimbursement or payment obligations with respect to Surety 
Instruments; (d) all obligations evidenced by notes, bonds, debentures or similar i n s h e n t s ,  including obligations so evidenced 
incurred in connection with the acquisition of property, assets or businesses; (e) all indebtedness created or arising under any 
conditional sale or other title retention agreement, or incurred as fmancing, in either case with respect to property acquired by the 
Person (even though the rights and remedies of the seller or bank under such agreement in the event of default are limited to 
repossession or sale of such property); (0 all obligations wiffi respect to capital leases; (9) all obligations with respect to swap 
contract and physical trade contracts (including, for the avoidance of doubt, all SPT Contracts); (h) all indebtedness referred to in 
clauses (a) through (g) above secured by (or for which the holder of such Indebtedness has an existing Iight, contingent or 
otherwise, 
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to be secured by) any Lien upon or in properiy (including accounts and contract rights) owned by such Person, even though such 
Person has not assumed or become liable for the payment of such indebtedness; and (i) all Guaranty Obligations in respect of 
indebtedness or obligations of others of the kinds referred to in clauses (a) through (g) above. 

SPT Contracts, the Three Party Agreement, the Atmos Support Agreement, the Intercreditor Agreement and all other documents 
deIivered to the Administrative Agent or any Bank in connection herewith. 

“ Loan Documents_ ” means this Agreement, the Notes, the Guaranty, the Security Agreements, the UC-Related Documents, 

‘‘ Maturity Date ” means June 30,2009. 
‘‘ Obligations-” means all advances, debts, liabilities, obligations, covenants and duties arising under (a) any Loan Document, 

owing by the Borrower to any Bank, or any affiliate of any Bank, Agents, or any Indemnified Person, whether direct or indirect 
(including those acquired by assignment), absolute or contingent, due or to become due, now existing or hereafter arising, including, 
without limitation, all obligations of the Borrower under Revolving Loans and with respect to Letters of Credit, (b) any Swap 
Contract, and (c) any Physical Trade Contract. 

NATWS, acting through its New York Branch,, or their respective Affiliates, and (b) any other Bank or any Affiliate thereof 
approved by the Required Banks, in the case of each of the foregoing clauses, in its capacity as a party to a Swap Contract, to the 
extent that such Bank, or its Affiliate (as the case may be) signs and becomes apariy to the htercreditor Agreement prior to entering 
into such Swap Contract. 

“ Swap Contract ” means any agreement entered between a Swap Bank and the Borrower, whether or not in writing, relating to 
any single transaction that js a rate swap, basis swap, forward rate transaction, commodity swap, commodity option, equity or equity 
index swap or option, bond, note or bill option, interest rate option, forward foreign exchange transaction, cap, collar or floor 
transaction, currency swap, cross-currency rate swap, currency option or any other similar transaction (including any option to enter 
into any of the foregoing) or any combination of the foregoing and, unless the context clearly requires, any master agreement 
relating to or governing any or all of the foregoing. 

“ SwaD Banks ” means each of (a) Fortis Capital Corp., BNP Paribas, Sociktk GkneraIe, The Royal Bank of Scotland plc, and 

3. &nendment_tQSection I .01 of the Credit Agreement. Section 1.01 of the Credit Agreement is hereby further amended by 
deleting the definitions of “Assets fTom Risk Management Activities,” “Cumulative Loss,” and “Liabilities .from Risk Management 
Activities” in their respective entireties. 

adding the following new terms: “Adjusted LJncommitted Line Portion,” “Cross-Affiliate Creditor,” “Cross-Affiliate Debtor,” “Cross- 
Affiliate Netting Leiens,” “Cross-Affiliate Pair,” ‘‘Intercreditor Agreement,” “Physical Trade 

4. Amendment to Section 1 .O1 of the Credit AFeement . Section 1.01 of the Credit Agreement is hereby further amended by 
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Bank,” “Physical Trade Bank Close-Out Amount,” “Physical Trade Contract,” ‘Thysical Trade Delivery-Related Standby Letter of 
Credit,” “Physical Trade-Related Standby Letter of Credit,” “Sharing Event,” “SPT Activity Report,” “SPT Bank,” “SPT Bank Close Out 
Amount,” “SPT Contract,” “SPT-Related Standby Letter of Credit,” “Swap Bank Close-Out Amount,” “Unilateral Overage Advance,” 
“unilateral Overage Pro Rata Share,” “Unilateral Physical Trade Bank Overage Advance” and “Unilateral Swap Bank Overage Advance” 
in the appropriate alphabetical order and as defied below: 

“ Adiusted UncommittedLine Portion ” has the meaning ascribed to it in Section 2.14 I 
“ Cross-Affiliate Creditor ” means as of any date of determination, with respect to any Cross-Affiliate Pair, each entity, if any, 

with a positive Swap Bank Close-Out Amount or Physical Trade Rank Close-Out Amount, as applicable. Fox the avoidance of doubt 
as of any date of determination (i) both entities comprising a Cross-Affiliate Pair might qualify as Cross-Affiliate Creditors, and 
(ii) a Cioss-Affiliate Creditor is an entity that is owed money by Borrower under a SPT Contract (or would be owed money by the 
Boxrower if its SPT Coritracts were terminated as of such date of determination). 

‘‘ - Cross-Affiliate I ~ _ - _ _ -  Debtor ” means as of any date of determination, with respect to any Cross-Affiliate Pair, each entity, if any, 
with a negative Swap Bank Close-Out Amount or Physical Trade Bank Close-Out Amount, as applicable. For the avoidance of 
doubt as of any date of determination (i) both entities comprising a Cross-Affiliate Pair may qualify as Cross-filiate Debtors and 
(ii) a Cross-Affiliate Debtor is an entity that owes money to the Borrower under a SPT Contract (or would owe money to the 
Borrower if its SPT Contracts were tminated as of such date of determination). 

“ Cross-Affiliate Netting Lien ” means any pledge by the Borrower securing only obligations under a SPT Contract in favor of 
a Cross-Miliate Creditor of general intangibles or receivables due from the affiliated Cross-Affiliate Debtor to the Borrower under 
a Swap Contract or Physical Trade Contract (as the case may be) to the ex*ent such contract (which in the case of master 
agreements, shall refer to date of the applicable “confirmation” thereunder) was entered into prio~ to the Bank affiliated with the 
Cross-Affiliate Pair becoming a Declining Bank hereunder. For the avoidance of doubt, a Cross-Affiliate Netting Lien will be 
available only where one Cross-filiate Pair entity is a Qoss-AfGliate Creditor and the other entity is a Cross-Affiliate DebtoI. 

“ Cross-Affiliate Pair __ means ( i )  any Swap Bank that is an AEfiliate of a Physical Trade Bank and (ii) any Physical Trade 
Bank that is an Affiliate of a Swap Bank, in each case, so long as the affiliated Swap Bank and Physical Trade Bank are separate 
legal entities. 

among the Agent, the Banks, the Swap Banks and the Physical Trade Banks relating to, among other things, the sharing of 
Collateral with and amorig the Swap Banks and Physical Trade Banks upon the occurrence of a Sharing Event. 

‘‘ Intercreditor Agreement ” means the Intercreditor Agreement dated on or about the Fourth Amendment Effective Date, 
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" m&l Trade Bank-" means each of (a) Fortis Capital Corp., BNP Paribas, Socikt! Gknkrale, and The Royal Bank of 
Scotland plc, or their respective Affiliates, and (b) any other Bank or any Affiliate thereof approved by the Required Banks, in the 
case of each ofthe foregoing clauses, in its capacity as a party to a Physical Trade Contract, to the extent that such Bank, or its 
Affiliate (as the case may be) signs and becomes a party to the Intercreditor Agreement prior to entering into such Physical Trade 
contract 

" Phvsical Trade Bank Closc-Out Amount " has the meaning ascribed to such term in the Intercreditor Agreement 
" Phvsical Trade Contract " means any agreement entered between a Physical Trade Bank and the Borrower, whether or not in 

writing, relating to any single transaction that is for the purchase, sale, transfer or exchange of natural gas or any other similar 
transaction (including any option to enter into any of the foregoing) or any combination of tbe foregoing and, unless the context 
clearly requires, any master agreement relating to or governing any or all of the foregoing. 

" physical Trade Deliygry-Related Standbv Letter pf Crew means any Physical Trade-Related Standby Letter of Credit 
issued to support payment obligations of the Borrower owed or to become due to a Physical Trade Bank for natural gas that has 
been delivered or will be delivered to the Borrower by such Physical Trade Bank. 

support obligations of the Borrower under a Physical Trade Contract. 
'' Phvsical Trade-Related Standbv Letter of Credit " means any Letter of Credit issued under the Letter of Credit Facility to 

" ShinT  Event " has the meaning ascribed to such term in the Intercreditor Agreement 

'' SPT Activitv Report " means a report detailing all SPT Close-Out Amounts and the SPT Activity Utilization Ratio (as 
defined therein) to be used for monitoring the availability of SPT-Related Letters of Credit and compliance with the covenant set forth in 
Section 8.16, which report shall be substantidly in the form attached hereto as Exhibit J . 

" gPXBa&'' means each Swap Bank and each Physical Trade Bank. 
" SPT Bank Close-Out Amounts " has the meaning ascribed to such term in the Intercreditor Agreement. 
" SPT Contract " means each Swap Contract and each Physical Trade Contract. 

SPT-Related Standbv Letter of Credit " means any Letter of Credit issued under the Letter of Credit Facility to support 
obligations of the Borrower under (i) any SPT Contract or (ii) any other swap contract or physical trade contract. 

'' Swap Brn.L&l.ose-Out Amount " has the meaning ascribed to such term in the Intercreditor Agreement 
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" Unilateral Overage Advance " means (i) any Unilateral Swap Bank Overage Advance, and (ii) any Unilateral Physical Trade 

'' Unilateral Overage Pro Rata Share " means, as to any Bank at any time, the percentage equivalent (expressed as a decimal, 
Bank Overage Advance. 

rounded to ihe ninth decimal place) at such time of such Bank's (i) aggregate Unilateral Overage Advances plus all interest due 
thereon, divided by (ii) the combined total Unilateral Overage Advances of all Banksplus all interest due thereon. 

'' Unilateral Phvsical Trade Bank Overaye Advance " has the meaning ascribed to such term in Section 2 01 (c) hereof. 
" U&teral Swap B-ann Q-vxrsge Advance " has the meaning ascribed to such term in Section 2.01 (b) hereof. 

5. Amendment to Section 2.01 of the Credit Ameement ~ (a) Section 2.01(b) is hereby amended by deletingthe existhg 

(b) AaGaizces ReLated to the Swap Contracts. In addition to advances requested from time to time by the Borrower, in the event 
Section 2.01(b) in its entirety and inserfing in lieu thereof the following: 

that any amounts owing to any Swap Bank or any of its Affiliates under any Swap Contract are not paid within two (2) Business 
Days after such obligation becomes due thereunder (whether at a scheduled date, by acceleration, early termination, on demand, or 
otherwise) then such Swap Bank shall notify the Administrative Agent of such failure to pay and the Administrative Agent (without 
the necessity of any instructions or request from the Borrower) shall, during the period from the Closing Date until the Expiration 
Date, make a Revolving Loan in accordance with the provisions of Sect&n-x.gLof this Agreement under the Borrowing Base Line 
but only to the extent approved (after notice from the Administrative Agent that the requested advance is to be made to cover 
obligations of the Borrower under a Swap Contract) and funded in accordance with the procedures set forth in such Section 2.03 by 
each Bark with respect to its Pro Rata Share (or to the extent that a Conversion to Reduced Funding Banks Date has occurred as of 
such date, the then Approving Banks with respect to their respective Pro Rata Shares), or, with respect to any amount in excess of 
the Borrowing Base Advance Cap (measured against the then-outstanding amount of Borrower Obligations hereunder (which, for 
the avoidance of doubt shall include all then-outstanding Uriilateral Overage Advance amounts of any Bank and shall exclude the 
amount of the then-current Unilateral Swap Bank OveIage Advance made pursuant to this Section 2.01(b), if any)), pursuant to a 
Unilateral Swap Bank Overage Advance as set forth in this Section 2.01(b) but only to the extent approved and funded in 
accordance with the procedures set forth in Section 2.03 by the applicable Swap Bank or if such Swap Bank is not itself a Bank 
hereunder, ils Bank Affiliate hereunder for any amounts due by the Borrower to such Swap Bank or any of its Affiliates under any 
Swap Contract (including, without limitation, any amounts required to be deposited as cash collateral by the Borrower in connection 
therewith), and then apply the proceeds of such advance to pay to such Swap Bank or any of its Affiliates all amounts owed to such 
Person under such Swap Contract (including, without lirnjtation, any amounts required to be deposited as cash collateral by the 
Borrower in connection therewith). Upon making any such advance as provided above, the Administrative Agent shall send notice 
of such advance to the Borrower and the Banks. Any such advance shall initially be a Base Rate Loan. In the event that after giving 
effect to any such advance made to fund such Swap Bank or any of its AfEiliates, the then-outstanding amount of the Borrower 
Obligations hereunder (which, For the avoidance of doubt shall include 
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all then-outstanding Unilateral Overage Advance amounts of any Bank and shall exclude the amount of the IJnilateral Swap Bank 
Overage Advance resulting fiom such advance, if any) would exceed the Borrowing Base Advance Cap, the Banks shall have no 
duty to fund their pro rata share of any excess resulting from such advance made to repay amounts owing to such Swap Bank or any 
of its Affiliates under any Swap Contract (including, without limitation, any amounts required to be deposited as cash collateral by 
the Borrower in connection therewith), but such Swap Bank’s (or if such Swap Bank is not itself a Bank hereunder, its Bank 
Affiliate’s) outstandings hereunder shall be deemed to be increased by the amount of such excess h d e d  by such Swap Bank (or if 
such Swap Bank i s  not itself a Bank, its Bank Affitiate hereunder) as provided above in accordance with section 2.03 (any such 
increase, a “ Unilateral SwaD Bank OveraFe Advance ”). With respect to any Unilateral Swap Bank Overage Advance, the Borrower 
shall pay to the Administrative Agent, for the benefit of the applicable Swap Bank (or its Bank Affiliate hereunder), the amount of 
such Unilateral Swap Bank Overage Advance, together with interest thereon, within one (1) Business Day after the date of such 
advance and, notwithstanding anything to the contrary herein, no other Bank shall share in the payment of such Unilateral Swap 
Bank Overage Advance.” 

(b) Section 2.01 is hereby amended by adding the following new Section 2.01(c) in the appropriate alphabetical order: 
(c) Advances Related to the Physical Trade Contracts. In addition to advances requested from time to time by the Borrower, in 

the event that any amounts owing to any Physical Trade Bank or any of its ml ia tes  under any Physical Trade Contract are not paid 
within two (2) Business Days after such obligation becomes due thereunder (whether at a scheduled date, by acceleration, early 
termination, on demand, OJ otherwise) then such Physical Trade Bank shall notify the Administrative Agent of such failure to pay 
and the Administrative Agent (without the necessity of any instructions or request from the Borrower) shall, during the period from 
the Closing Date until the Expiration Date, make a Revolving Loan in accordance with the provisions of Section 2.03 of this 
Agreement under the Borrowing Base Line but only to the extent approved (after notice from the Administrative Agent that the 
requested advance is to be made to cover obligations of the Borrower under a Physical Trade Contract) and funded in accordance 
with the procedures set forth in such Section 2.03 by each Bank with respect to its Pro Rata Share (or to the extent that a Conversion 
to Reduced Funding Banks Date has occurred as of such date, the then Approving Banks with respect to their respective Pro Rata 
Shares), or, with respect to any amount in excess of the Borrowing Base Advance Cap (measured against the then-outstanding 
amount of Borrower Obligations hereunder (which, for the avoidance of doubt shall include all then-outstanding Unilateral Overage 
Advance amounts of any Bank and shall exclude the amount o f  the then-current Unilateral Physical Trade Bank Overage Advance 
made pursuant to this Section 2.01(c), if any)), pursuant to aIJnilatera1 Physical Trade Bank Overage Advance as set forth in this 
Section 2.01(c) but only to the extent approved and funded in accordance with the procedures set forth in Section 2.03- by the 
applicable Physical Trade Bank or if such Physical Trade Bank is not itself a Bank hereunder, its Bank Affiliate hereunder for any 
amounts due by the Borrower to such Physical Trade Bank or any of its Affiliates under any Physical Trade Contract (including, 
without limitation, any amounts required to be deposited as cash collateral by the Borrower in connection therewith), and then apply 
the proceeds of such advance to pay to such Physical Trade Bank or any of its Affiliates all amounts owed to such Person under 
such Physical Trade Contract (including, without 
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limitation, any amounts required to be deposited as cash collateral by the Borrower in connection therewith). Upon making any such 
advance as provided above, the Administrative Agent shall send notice of such advance to the Borrower and the Banks. Any such 
advance shall initially be a Base Rate Loan. In the event that after giving effect to any such advance made to hnd such Physical 
Trade Bank or any of its Affiliates, the then-outstanding amount of the Borrower Obligations hereunder (which, for the avoidance of 
doubt shall include all then-outstanding Unilateral Overage Advance amounts of any Bank and shall exclude the amount of the 
Unilateral Physical Trade Bank Overage Advance resulting from such advance, if any) would exceed the Borrowing Base Advance 
Cap, the Banks shall have no duty to fund their pro rata share of any excess resulting from such advance made to repay amounts 
owing to such Physical Trade Bank or any of its Affiliates under any Physical Trade Contract (including, without limitation, any 
amounts required to be deposited as cash collateral by the Borrower in connection therewith), but such Physical Trade Bank‘s (or if 
such Physical Trade Bank is not itself a Bank hereunder, its Bank Affiliate’s) outstandings hereunder shall be deemed to be 
increased by the amount of such excess funded by such Physical Trade Bank (or if such Physical Trade Bank is not itself a Bank, its 
Bank Affiliate hereunder) as provided above in accordance with Section 2.03 (any such increase, a ‘‘ Unilateral Physical Trade Bank 
Overage Advance ”). With respect to any Unilateral Physical Trade Bank Overage Advance, the Borrower shall pay to the 
Administrative Agent, for the benefit of the applicable Physical Trade Bank (or its Bank Affiliate hereunder), the amount of such 
Unilateral Physical Trade Bank Overage Advance, together with interest thereon, within one (1) Business Day after the date of such 
advance and, notwithstanding anything to the contrary herein, no other Bank shall share in the payment of such Unilateral Physical 
Trade Bank Overage Advance. 

THE BORROWER ACKNOWLEDGES AND AGREES THAT THE BANKS HAVE ABSOLLITELY NO DUTY TO 
FUND ANY REVOLWG LOAN REQUESTED BY TEIE BORROWER BUT WILL EVALUATE EACH LOAN 
REQUEST AND IN EACH BANK’S ABSOLUTE AND SOLE DISCRETION WILL DECIDE WECETHER TO FUND 
SUCH LOAN REQUEST. THE BORROWER FURTHER ACKNOWLEDGES AND AGREES TELAT THE SWAP BANKS 
HAVE ABSOLUTELY NO DUTY TO ENTER INTO ANY SWAP CONTRACT, AND THE ENTERING INTO OF ANY 
SWAP CONTRACT SHALL BE AT TI3E ABSOLUTE AND SOLE DISCRETION OF THE SWAP BANKS. THE 
BORROWER FURTHER ACKNOWLEDGES AND AGREES THAT THE PHYSICAL TRADE BANKS HAVE 
ABSOLUTELY NO DUTY TO Eh!TER INTO ANY PHYSICAL TRADE CONTRACT, AND THE ENTERING INTO OF 
ANY PHYSICAL TRADE CONTRACT SHALL BE AT THE ABSOLUTE AND SOLE DISCRETION OF THE 
PHYSICAL TRADE BANKS.” 

6. &g-en&ient to Section 2.07 of the Credit Agreement . Section 2.07 is hereby amended by deleting the existing Section 2.07 

“2.07 Repayment. The Borrower shall repay the principal amount of each Revolving Loan to the Administrative Agent on 
behalf of the Banks, on the Advance Maturity Date for such Loan. AI1 amounts owing a Swap Bank under any Swap Contract, to the 
extent such amounts have not been repaid from the proceeds of a 

-1 1- 
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Revolving Loan pursuant to SectioD_?,O_l@j-hereof, shall be paid on demand, or i f  no demand is made, on the first (1st) Business 
Day after the Borrower receives notice that such amount was advanced by or becomes owing to a Swap Bank. All amounts owing a 
Physical Trade Bank under any Physical Trade Contract, to the extent such amounts have not been repaid from the proceeds of a 
Revolving Loan pursuant to Section 2.01(c) hereof, shall be paid on demand, or if no demand is made, on the first (1st) Business 
Day after the Borrower receives notice that such amount was advanced by or becomes owing to a Physical Trade Bank” 

7. Amendment to Se.&n 2.08(a) of Credit Aseement . Section 2.08(a) is hereby amended by deleting the existing 

“(a) Each Revolving Loan (except for a Revolving Loan made as a result of a drawing under a Letter of Credit or a Reducing 
Section 2.0S(a) in its entirety and inserting in lieu thereof the following: 

L/C Borrowing) shall bear interest on the outstanding principal amount thereof &om the applicable Borrowing Date at a floating rate 
per annum equal to the Base Rate p.!us_the Applicable Margin at all times such Loan is a Base Rate Loan or at the Offshore Rate 
&the Applicable Margin at all times such Loan is an Offshore Rate Loan. Each Revolving Loan made as a result of a drawing 
under a Letter of Credit or a Reducing L/C Borrowing and all amounts owing with respect to any Bank with respect to any 
Unilateral Overage Advance shall bear interest on the outstanding principal amount thereof fiom the date funded at a floating rate 
per annum equal to the Base Rate -the Applicable Margin until such Loan or other amounts owing to a Bank with respect to a 
Unilateral Overage Advance has been outstanding for more than two (2) Business Days and, thereafter, shall bear interest on the 
outstanding principal amount thereof at a floating rate per annum equal to the Base Rate, plusthree percent (3.0%) per annum (the “ 
Default Rate ”).” 

8. Amendment to Section 2 ~ 1 ~ a ) , , o ~ ~ I ~ ~ . C ~ e ~ ~ ~ , A ~ e , m e ~ .  Section 2.1 I (a) is hereby amended by deleting the existing 

“(a) AI1 payments to be made by the Borrower shall be made without set-off, recoupment or counterclaim. Except as otherwise 
Section 2.1 I(a) in its entirety and inserting in lieu thereof the followjng. 

expressly provided herein, all payments by the Borrower in respect of Obligations hereunder, shall be made to the Administrative 
Agent for the account of the Banks at the Administrative Agent’s Payment Office, and shall be made in dollars and in immediately 
available funds, no later than 1 :00 p.m. (New York City time) on the date specified herein. For any payment received by the 
Administrative Agent fiom or on b e h a  of the Borrower in respect of Obligations that are then due and payable (unless such 
payment is being made pursuant to Section 2.05) prior to the occurrence of a Sharing Event, the Administrative Agent will promptly 
distribute such payment in l i e  funds as received as follows:,% to each Bank, its Pro Rata Share; and second ~ to each Bank, its 
lJnilateral Overage Pro Rata Share, provided , that any payment received solely with respect to any Unilateral Overage 
Advance within one (1) Business Day of such advance in accordance with Sections 2.01(b) or (cL hereof, as applicable, shall be 
distributed to each Bank according to its Unilateral Overage Pro Rata Share. 
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For any payment received &om or on behalf of the Borrower by the Adminisfmtive Agent on or after the occurrence of a Sharing 
Event, the Administrative Agent will promptly distribute such payment in accordance with Section 2.01 of the Intercreditor 
Agreement. Any payment received by the Administrative Agent later than 1 :00 p.m” m e w  York City time) shall be deemed to have 

Borrower makes a payment in full to the Administrative Agent no later than 1 :00 p.m. (New York City time) on any Business Day 
and the Administrative Agent does not distribute to each Bank its Pro Rata Share of such payment in like funds as received on the 
same Business Day, the Administrative Agent shall pay to each Rank on demand interest on such amount as should have been 
distributed to such Bank at the Federal Funds Rate foI each day firon1 the date such payment was received until the date such amount 
is distributed.” 

9. Amendment to Section 2.1-3 ofthe Credit Agreement. Section 2.13 is hereby amended by deleting the existing Section 2.13 

“2.13 Sh-aring of Payments. Etc. If, other than as expressly provided elsewhere herein (or, after the occurrence of a Sharing 
Event, as provided in the lntercreditor Ageement), any Bank shall obtain on account of the Loans (or other Obligations referenced 
in clause (a) ofthe definition of such term) made or undertaken by such Bank any payment (whether voluntary, involuntary, through 
the exercise of any right of set-off, or otherwise) in excess of its Pro Rata Share such Bank shall immediately (a) notZy the 
Administrative Agent of such fact, and (b) purchase from the other Banks such participations in the Loans (or other Obligations 
referenced in clause (a) of the definition of such term) made 01 undertaken by them as shall be necessary to cause such purchasing 
Bank to share the excess payment pro rata with each of them; provided , however, that if all or any portion of such excess payment 
is thereafter recovered from the purchasing Bank, such purchase shall to that extent be rescinded and each other Bank shall repay to 
the purchasing Bank the purchase price paid therefor, together with an amount equal to such paying Bank’s ratable share (according 
to the proportion of (i) the amount of such paying Bank‘s iequired repayment to (ii) the total amount so recovered from the 
purchasing Bank) of any interest or other amount paid or payable by the purchasing Bank in respect of the total amount so 
recovered. The Borrower agrees that any Bank so purchasing a participation &om another Bank may, to the fullest extent permitted 
by law, exercise all its rights of payment (including the right of set-off, but subject to Section 1 I .09 ) with respect to such 
participation as fully as if such Bank were the direct creditor of the Borrower in the amount of such participation. The 
Administrative Agent will keep records (which shall be conclusive and binding in the absence of manifest error) of participations 
purchased under this Section and will in each case notify the Banks following any such purchases or repayments.” 

been received on the following Business Day and any applicable interest or fee shall continue to accrue. If and to the extent the I 

in its entirety and inserting in lieu thereof the following: 

10. Amendment to Section 2.14 of the Credit Agreement . Section 2.14 is hereby amended by deleting it in its entirety and 
substituting the following new Section 2.14 in lieu thereof: 
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“Section 2.1 4. The Elect i .on-~Asp~o~ng.B~n~s to Continue Funding . 
(a) Notice of Disapproval . If on any Business Day one or more Banks (the “ Deciining Bank ” or “ Declinincr Banks ”) 

provides the Administrative Agent with, and the Administrative Agent has actually received, a written notice in the form o f  
Exhibit H of its disapproval, for reasons other than a DefauIt, of further advances and issuances of Letters of Credit, and the other 
Bank or Banks approve further Revolving Loans (including the conversion and extension of such Revolving Loans) or the fbrther 
issuances of, extensions of, the automatic renewal of or amendment to Letters of Credit, the Administrative Agent shall notify the 
Banks by 6:OO p-m. (New York City time) that same day. 

(b) Further Credit Extensions . If the Bank or Banks which are not the Declining Banks desire, they may (on a pro rata basis, 
based on the Uncommitted Line Portion of all Banks that have elected to continue funding, as adjusted after such Conversion to 
Reduced Funding Banks Date (the ‘‘ Adiusted Uncommitted Line Portion ”), after which such date the Uncommitted Line Portion o f  
all Declining Banks shall be reduced to zero) make the full or partial amount of such requested Revolving Loan or issue or amend 
the requested Letter of Credit irrespective of the Declining Banks’ disapproval (in such case, the Banks that elect to continue 
funding shall be referred to as the “ &$roving Banks ” in respect of such Conversion to Reduced Funding Ranks Date) but not in 
an aggregate amount that would exceed such Bank‘s Adjusted Uncommitted Line Portion unless agreed in writing by such Bank. In 
such event, from each such date (each, a “ Conversion to Reduced Funding Banks Date ”) forward (or until the next Conversion to 
Reduced Funding Banks Date, if any, at which time one or more Banks that had been Approving Banks may become a Declining 
Bank), all subsequent Revolving Loans and Issuances of Letters of Credit or amendments to Letters of Credit that increase the face 
amount of a Letter of Credit (subject to Section 11.01) or extend the term of a Letter of Credit shall be made or issued and 
participated in unilaterally by the Approving Banks in respect of such Conversion to Reduced Funding Banks Date and no Letter of 
Credit thereafter Issued or amended to increase the amount or ex%ended shall be participated in by the Declining Banks in respect of 
such Conversion to Reduced Funding Banks Date. 

respect to Swap Contracts (which, in the case of master agreements, shall refer to the date of the applicable “confirmation” 
thereunder) executed after it has become a Declining Rank. Accordingly, if a Swap Bank should execute a Swap Contract with the 
Borrower after it or its Affiliate has become a Declining Bank, the Borrower’s obligations under such Swap Contract shall not be 
secured by the Collateral hereunder, and the DecIining Rank shall not be entitled to any sharing of amounts pursuant to the 
Intercreditor Agreement with respect to such Swap Contracts executed after it has become a Declining Bank. For the avoidance of 
doubt, the Borrower’s then-existing obligations under any Swap Contract entered with such Swap Bank prior to such Swap Rank’s 
Affiliate becoming a Declining Bank shall remain secured by the Collateral as provided in the Intercreditor Agreement to the extent 
that such obligations are not subsequently amended, supplemented or otherwise modified. 

(c) Swau Banks. A Bank that becomes a Declining Bank shall not (nor shall its Mliates) be considered a Swap Bank with 
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(d) PhysIc3l-Trade Banks.. A Bank that becomes a Declining Bank shall not (nor shall its Affiliates) be considered a Physical 
Trade Bank with respect to Physical Trade Contracts (which, in the case of master agreements, shall refer to the date of the 
applicable “confirmation” thereunder) executed after it has become a Declining Bank. Accordingly, if a Physical Trade Bank should 
execute a Physical Trade Contract with the Borrower after it or its Affiliate has become a Declining Bank, the Borrower’s 
obligations under such Physical Trade Contract shall not be secured by the Collateral hereunder, and the Declining Bank shall not be 
entitled to any sharing of amounts pursuant io the Intercreditor Agreement with respect to such Physical Trade Contracts executed 
after if has become a Declining Bank. For the avoidance of doubt, the Borrower’s then-existing obligations under any Physical 
Trade Contract entered with such Physical Trade Bank prior to such Physical Trade Bank’s Affiliate becoming a Declining Bank 
shall remain secured by the Collateral as provided in the Intercreditor Agreement, to the extent that such obligations are not 
subsequently amended, supplemented or otherwise modified. 

applied as follows: 
(e) Repayments . Until all Declining Banks are fully repaid, repayments (including realizations from Collateral) shall be 

(i) For purposes of allocating repayments prior to the occurrence of a Sharing Event, the Pro Rata Share of each Bank 
with respect to Loans and Letters of Credit outstanding on a specified Conversion to Reduced Funding Banks Date shall 
remain fixed at the perceniage held by such Bank the day before such specified Conversion to Reduced Funding Banks Date, 
without respect to any changes which may subsequently occur in such Bank’s Pro Rata Share (prior to the next Conversion to 
Reduced Funding Banks Date) until such time, if any, that all Declining Banks are fuHy repaid. Upon the occurrence of the 
first Conversion to Reduced Funding Banks Date and thereafter, repayments of all outstanding Loans shall be applied to the 
Loans with the earliest advance date, notwithstanding the tenor of the Loans. 

of the Intercreditor Agreement-” 

1 1 I Amendment to Section 2.15 of the Credit Aneenient . Section 2.15 is hereby amended by deleting it in its entirety and 

“2.15 Payments from Guarantor and Liquidation of Collateral . So long as no Sharing Event has occurred and notwithstanding 

(ii) Following the occurrence of a Sharing Event and thereafter, repayments shall be allocated according to Section 2.01 

substituting the following new Section 2.15 in lieu thereof: 

anything to the contrary contained herein, in the event repayment is made to the Banks with respect to the Obligations of the 
Borrower (or any Affiliate thereof) hereunder by Guarantor or pursuant to a liquidation of Collateral, such repayment shall be 
shared by the Banks as provided in Section 2.1 l(a) hereof and upon the occurrence of a Shaxing Event, such repayment shall be 
shared by the Banks hi accordance with the Intercreditor Agreement.” 
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12. Amendment to Section 201 of the Credit Apeement . (a) Section 3.01(a) is hereby amended by deleting the fourth 
sentence therein, which begins ‘Wo Swap-Related Standby Letter of Credit shall be issued if’ in its entirety and inserting in lieu thereof 
the following new sentence: 

“NO SPT-Related Standby Letter of Credit shall be Issued if, after giving effect to such Issuance, the outstanding amounts of all 
SPT-Related Standby Letters of Credit (excluding aU Physical Trade Delivery-Related Standby Letters of Credit)pZzrs the aggregate 
SPT Bank Close-Out Amounts of all SPT Banksplus the aggregate outstanding Unilateral Overage Advances of all Banks would 
exceed $SO,OOO,OOO.” 

(b) Section 3.0l(b)(iii) is hereby amended by deleting it in its entirety and inserting in lieu thereof the following new Section 3.01(b) 
(iii) in lieu thereof: 

“(iii) the expiry date of any requested Letter of Credit is after the earlier to occur of (A) 90 days after the date o f  Issuance of 
such Letter of Credit or solely in the case of any 360-Day Letter of Credit, 360 days after the date of Issuance of such 360-Day 
Letter of Credit or (B) the haamity Date, or, solely in the case of a 360-Day Letter of Credit, the 360-Day L/C Maturity Date, unless 
all the Banks have approved such expiry date in writing, but any SPT-Related Standby Letter of Credit may by its terms be 
renewable for successive 90-day periods unless a notice that the applicable Issuing Bank declines to renew such Letter of Credit is 
given to the applicable Issuing Bank and the Administrative Agent on or prior to any date for notice of non-renewal to the 
beneficiary set forth in such SPT-Related Standby L,etter of Credit, but in any event at least five Business Days prior to the date of 
the notice of non-renewal of such SPT-Related Standby Letter of Credit, any such automatic renewal of a Letter of Credit being 
subject to the fulfillment of the applicable conditions set forth in Article V; provided that the terms of each of the SPT-Related 
Standby L,etters of Credit that is automatically renewable (1) shall require the applicable Issuing Bank to give the beneficiary o f  
such SPT-Related Standby Letter of Credit notice of any non-renewal prior to the expiry date, (2) shall permit such beneficiary, 
upon receipt of such notice, to draw under such SPT-Related Standby Letter of Credit prior to the expiry date of the SPT-Related 
Standby Letter of Credit, and (3) shall not permit the expiry date (after giving effect to any renewal) of such SPT-Related Standby 
Letter of Credit in any event to be extended to a date that is later than the Maturity Date. If a notice of non-renewal is given by the 
applicable Issuing Bank pursuant to the immediately preceding sentence, the related SPT-Related Standby Letter of Credit shall 
expire on its expiry date;” 

13. Amendment to Section 3.02 of the Credit Aereement . (a) Section 3.02 is hereby amended by replacing each reference to 
“Swap-Related Standby Letter of Credit” with the new term, “SPT-Related Standby Letter of Credit”. 

Credit” appearing in such clause (ii) and immediately before the existing language “or other standby letter of credit” in such clause (ii), 
the folIowing new language “, Physical Trade Delivery-Related Standby Letter of Credit”. 

(b) Section 3.02(a)(ii) is hereby further amended by adding, immediately after the first reference to “SPT-Related Standby Letter of 
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14. Amendment to Section 7.02 of the Credit Ameement . Section 7.02 is hereby amended by deleting the word “and“ as it 
appears at the end of subsection 7.02(d); by deleting ‘I.” at the end of subsection 7.02(e) aid adding in lieu thereof, “; and”; and by adding 
the following new subsection as 7.02(f): 

‘‘(0 a SPT Activity Report executed by a Responsible Officer of the Borrower as of 15th day of each month and as of the last ’ 

Business Day of each month, in each case delivered within ten (1 0) days of such reporting date; provided that if any such SPT 
Activity Report evidences that the Borrower has a “SPT Activity Utilization Ratio” (as defined therein) of 90% or more, then the 
Borrower shall provide additional SPT Activity Reports on the 7 Ih day and the 22 Od day of each month, in each case delivered 
within seven (7) days of such reporting date, until such time as the last delivered SPT Activity Report evidences a “SPT Activity 
Utilization Ratio” of 80% or less.” 

15. Amendment to Section 7.15 of the Credit Aueement . Section 7.15 is hereby amended by deleting it in its entirety and 

“The Borrower will, at all tirnes, maintain, with respect to the elected Borrowing Base Sub-Cap for such time, (a) Net Working 
Capjtal and Tangible Net Worth, each at a level not less than the minimum threshold set forth opposite such applicable Borrowing 
Base Sub-Cap under the heading “Minimum Net Working Capital” and “Minimum Tangible Net Worth”, as applicable, under the 
definition of Borrowing Base Sub-Cap, and (b) the Ratio of Total Liabilities to Tangible Net Worth, at a level not more than the 
maximum threshold set forth opposite such applicable Borrowing Base Sub-Cap under the heading ‘‘Maximurn Ratio at Total 
Liabilities to Tangible Net Worth” under the definition of “Borrowing Base Sub-Cap”. 

substituting the following new Section 7.15 in lieu there0.F: 

16. &nendmentJo.Article VI1 of the Credit Agreement. Article VI1 is hereby amended by adding the following new Sections 

“7.16 Swap Contracts . The Borrower shall promptly notify the Administrative Agent of the “early termination,” or its 

7.17 Physical Trade Contracts . The Borrower shall promptly notify the Administrative Agent of the “earIy termination,” or its 

17. Amendment io-Section 8.01 of the Credit Aneement . Section 8.01 is hereby amended by deleting the “and” at the end of 

7. I6 and 7.17 in the appropriate numerical order: 

equivalent, of any Swap Contract and the Administrative Agent shall promptly notify the Banks of the same. 

equivalent, of any Physical Trade Contract and the Administrative Agent shall promptly notify the Banks of the same.’’ 

clause (j); by deleting “.” at the end of clause (k) and inserting ’‘F in lieu thereof; by deleting “.” at the end of clause (1) and inserting 
“; and“ in lieu thereof; and by adding the following new clause (m) at the end of Section 8.01: 

“(m) Cross-Affiliate Netting Liens.” 
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18. Amendment to Section 8.06 of the Credit Ameement. Section 8.06(b) of the Credit Agreement is hereby amended by 

“(b) swap contracts (including for the avoidance of doubt, any Swap Contract) entered into in the ordinary course of business 
as bona fide hedging transactions and physical trade contracts (including for the avoidance of doubt, any Physical Trade Contract) 
entered into in the ordinary course of business; and” 

19. Amendment to Section 8.16 oxthe Credit Agreement. Section 8.16 is hereby amended by deleting the existing section In 

“8.16 SPT-Related Standby Letters of Credit. The Borrower shall not permit outstanding SPT-Related Standby Letters of 

deleting such subsection in its entirety and inserting in lieu thereof the following new language: 

its entirety and inserting in lieu thereof the following new language: 

Credit (excluding all Physical Trade Delivery-Related Standby Letters of Credit) plus the aggregate SPT Bank Close-Out Amounts 
of all SPT Banlcsp11~~ the aggregate outstanding Unilateral Overage Advances of all Banks to exceed $50,000,000.” 

20. Amendment to Article UC of the Credit Ameement . Article IX is hereby amended by adding the following new 

“9.04 Awlication of Payments. Except as expressly provided in this Agreement, from and after the date of the occurrence of 
Section 9.04 in the appropriate numerical order: 

any Sharing Event, all amounts thereafter received or recovered under this Agreement or any other Loan Document whether as a 
result of a payment by the Borrower, the exercise of remedies by the Administrative Agent under any of the Loan Documents, 
liquidation of collateral or otherwise, shall be applied according to Section 2.01 of the Intercreditor Agreement.” 

21. bendment to Section 11.01 of the Credit-Agreement . Section 11.01 is hereby amended by inserting the immediately 
after the language “(iii) amend, modify or waive any provision of Section 10 without the written consent of the Agents” and immediately 
before the phrase ‘‘ p~ovid_e&, further ” the following language: 

I‘, or (iv) amend, modify or waive any provision contained in Sections 7.16, 7.17 , 8.16 , 9.04 or 11.21 or any other Section of this 
Agreement which amendment, modification or waiver would affect the rights and duties of the Swap Banks or Physical Trade 
Banks hereunder, unless in writing and signed by the Administrative Agent and each Bank that is a Swap Bank or Physical Trade 
Bank at the time of such amendment, waiver or consent,” 

22. Amendment to Section 1 I .21 of the Credit Agreement . Section 11.21 is hereby amended by deleting the existing section 

“1 1.21 Joinder . From and after the Closing Date, each financial institution, acceptable to the Agents and the Borrower, that 
in its entirety and inserting in lieu thereof the following new language: 

executes and delivers an Uncommitted 
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Line Portion Addendum, substantially in the form of Schedule 11.2j-(an ‘‘ Uncommitted Line Portion Addendum ”), shall become a 
party to the Credit Agreement and the intercreditor Agreement and have the rights and obligations of a Bank hereunder and under 
the other Loan Documents and shall be bound by the other provisions hereof and thereof.“ 

23. Am-endment to the Recitals to the Credit Ameement. The second recital of the Credit Agreement is hereby amended by 
inserting “and physical trade” immediately after the phrase “to secure swap” and immediately before the word “counterparties” and also 
immediately after the phrase “for out-of-the-money swap” and immediately before the word “obligations”. 

PHYSICAL TRADE CONTRACTS’” immediately after the language “(EXCLUDING SWAP CONTRACTS” and immediately befoIe 
the punctuation “)”. 

Form of Notice of Borrowing in its entirety and substituting the new Exhibit A, substantially in the form of Exhibit E hereof. 

Collateral Position Report in its entirety and substituting the new Exhibit E, substantially in the form of Exhibit C hereof. 

(hereinafter defined)” as it appears in the preamble thereto, and inserting in lieu thereofthe following “Secured Parties (as defied in the 
Credit Agreemerit (hereinaftel defined))”. 

28. Addition of Exhibjt-J&Credit Agreement. The Credit Agreement is hereby amended by adding new Exhibit J as the SPT 
Activity Report substantially in the form of Exhibit D hereof. 

29. Representations. To induce the Administrative Agent and the Banks to enter into this Amendment, the Borrower ratifies 
and confirms each representation and warranty set fo f i  in the Credit Agreement as if such repiesentations and wamanties were made on 
even date herewith, and further represents and warrants that (a) no material adverse change has occuned in the financial condition or 
business prospects of the Borrower since the date of the last financial statements delivered to the Administrative Agent and the Banks, 
(b) no Default or Event of Default has occurred and is continuing, and (c) the Borrower is fi~lly authorized to enter into this Amendment. 
TFIE BORROWER ACKNOWLEDGES TFIAT THE CREDIT AGREEMENT PROVIDES FOR A CREDIT FACILITY THAT 
IS COMPLETELY OPTIONAL ON TFIE PART OF THE BANKS AND THAT THE BANKS HAVE ABSOLUTELY NO DUTY 
OR OBLIGATION TO ADVANCE ANY REVOLVING LOAN OR TO ISSUE ANY LETTER OF CREDIT. BORROWER 
REPRESENTS AND WARRANTS TO TFIE BANKS THAT BORROWER IS AWARE OF THE RISKS ASSOCIATED WITH 
CONDUCTING BUSINESS UTILIZMG AN UNCOMMITTED FACILITY. 

24. Amendment to Schedule 2.01 of the Credit Agreement .. Schedule 2.01 is hereby amended by inserting the language “AND 

25.  Amendment to Exhibit A to the Credit Ameement . Exhibit A to the Credit Agreement is hereby amended by deleting the 

26. Amendment to Exhibit E to the Credit Apreement . Exhibit E is hereby amended by deleting the Borrowing Base 

27. Aag.rgdment to Exhibit G to the Credit Ameement . Exhibit G is hereby amended by deleting the reference to “Banks 
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30. Tier I Account Parties. The Required Banks hereby agree that the Physical Trade Banks shall be deemed to be Tier I 

3 1. Conditions Precedent. This Amendment shall become effective on the fmt date (the " Fourth Amendment Effective Date 

(a) Fees and Expenses . The Agents and the Banks shall have received payment of all fees and expenses owed to them by Ihe 

(b) Delivered Documents. On the Fourth Amendment Effective Date, the Administrative Agent shall have received executed 

(i) this Amendment, executed by a duly authorized officer of each o f  the Borrower and the Banks; 
(ii) the Acknowledgement and Consent set forth in Exhibit B hereto, each executed by a duly authorized officer of the party 

(iii) a legal opinion of counsel to the Borrower and counsel to Guarantor each addressed to the Administrative Agent and the 

(iv) copies of the resolutions of the members of the Borrower authorizing the amendments and transactions contemplated 

Account Pafties for purposes of this Credit Agreement. 

") on which each of the following conditions precedent shall have been satisfied: 

Borrower as of the Fourth Amendment Effective Date; 

originaIs of: 

named therein, consenting to this Amendment and affiirming the Loan Documents specified therein; 

Banks, in form and substance acceptable to the Administrative Agent and the Banks; 

hereby, certified as of the Fourth Amendment Effectivc Date by the Secretary of the Borrower, and certifLing the names and true 
signatures of Lhe officers of the Borrower authorized to execute, deliver and perform, as applicable, this Amendment and all other 
documents to be delivered by h e  Borrower hereunder; and 

(v) such other documents or certificates as the Administrative Agent or counsel to the Administrative Agent may reasonably 
request. 
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32. M~s_ce~a~n~ous_. 
(a) Limited Effect. Except as expressly consented to hereby, the Credit Agreement and the other Loan Documents shall 

remain in fill force and effect in accordance with their respective terms, without any consent, amendment, waiver or modification of any 
provision thereof; provided, however, that upon the Fourth Amendment Effective Date, all references herein and therein to the “Loan 
Documents” shall be deemed to include, in any event, the Amendment to the Guaranty, dated as of October 1,2003, the First Amendment 
to Subordination Agreement, dated as of February 18,2004, Amendment No. 1 to the Security Agreement and Reaffiiation dated 
March 30,2005, the First Amendment, the Second Amendment, the Thud Amendment, and this Amendment, and all other documents 
delivered to the Administrative Agent or any Bank in connection therewith. Each reference to the Credit Agreement in any of the Loan 
Documents shall be deemed to be a reference to the Credit Agreement as amended hereby. 

(b) Severability . In case any of the provisions of this Amendment shall for any reason be held to be invalid, illegal, or 
unenforceable, such invalidity, illegality, or unenforceability shail not affect any othex provision hexeof, and this Amendment shall be 
construed as if such invatid, illegal, or unenforceable provision had never been contained herein. 

(c) Execution in CounterpAa . This Amendment may be executed in any number of counterparts, all of which taken together 
shall constitute one arid the same instrument, arid any party hereto may execute this Amendment by signing one or more counterparts. 
Delivery of an executed counterpart of a signature page to this Amendment by facsimile or telecopier shall be effective as delivery of an 
originally executed counterpart of this Amendment 

(D) GOVERNING LAW. THIS AMENDMENT SHALL BE GOVERNED BY, AND CONSTRUED AND 
INTERPRETED IN ACCORDANCE WITH, THE LAWS OF TFTE STATE OF MEW YORK; PROVIDED, HOWEVER, 

RIGHTS UNDER FEDERAL LAW. 
THAT THE ADMlNlSTRATIVE AGENT, THE BANKS AND ALL AGENT-RELATED PERSONS SllALL RETAIN ALL 

(e) Rishts of W i d  Parties . All provisions herein are imposed solely and exclusively for the benefit of the Borrower, 
Administrative Agent, the Banks, Agait-Related Persons, and their permitled successors and assigns, and no other Person shall be a direct 
or indirect legal bcneficiary of, or have any direct or indirect cause of action or cIaim in connection with this Amendment or any of the 
other Loan Documents. 

(f) COMPLETE AGREEMENT. TFIIS WRITTEN AMENDMENT AND THE OTHER WRITTEN AGREEMENTS 
ENTERED INTO AMONG THE PARTIES REPRESENT THE FINAL AGREEMENT AMONG THE PARTIES AND MAY 
NOT BE CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT ORAL AGREEMENTS 
OF TIiE PARTIES. THERE ARE NO UNWRITTEN ORAL AGREEMENTS AMONG THE PARTIES. 

[SIGNATURES POLLOWj 
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IN WITNESS "HEREOF, the parties hereto have caused this Amendment to be duly executed and delivered by their proper 
and duly authorized offcers as of the day and year first above written. 

_..I________ BORROWER .. __ 

ATMOS ENERGY MARKETING, 
LLC , a Delaware 

Iimited liability company 

By: Id C. RICHARD &FORD -~ 
Name: C. Richard AIford 
Title: Senior Vice President 

GUARANTOR 

ATMOS ENJCRGY HOLDINGS, INC. 

By: /sl L A W  M. SKERWOOD 
Name: Laurie M. Sherwood 
Title: Senior Vice President and Treasurer 

[Signature Page to Fourth Amendment] 

9/17/2009 
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FORTIS CAPITAL CORP., a Connecticut 
corporation, as Joint Lead Arranger and Joint 
BOOkruMer, Administrative Agent, Collateral Agent, 
Issuing Bank, and a Bank I 

By: /s/ IRENE C. RUMMEL 
Name: Irene C. Rummel 
Title: Director 

By: / s / c m c L m  
Name: Chad Clark 
Title: Director 

[Signature Page to Fourth Amendment] 
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BNP PARXBAS, a bank organized under the 
laws of France, as Join! Lead Arranger and 
Joint Bookrunner, Documentation Agent, 
Issuing Bank and a Bank 

By: Is/ EDWARD K. CHIN 
Name: Edward K. Chin 
Title: Managing Director 

By: /s/ ANDREW STRATOS 
Name: Andrew Stratos 
Title: Vice President 

[Signature Page to Fourth Amendment] 
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S O C I & ~  GgNERALE, as Syndication Agent 
andasaBank 

I By: lsl BARBARA PAULSEN 
Name: Barbara Paulsen 
Title: Managing Director 

By: Id EMMANUEL CHESNEAU 
Name: Enmanuel Chesneau 
Title: Managing Director 

[Signature Page to Fourth Amendment] 
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NATWS, acting through its New York Branch, 
as a Bank 

By: Is/ DAVID PERSHAD 
Name: David Pershad 
Title: Managing Director 

By: /SI JULEN MATMEU 
Name: Julien Mathieu 
Title: Associate Director 

[Signature Page to Fourth Amendment] 
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RZR FINANCE LLC, as a Bank 

By: /s/ HERMINE JCROLOS 
Name: Hermine Kiroios 
Title: Group Vice President 

By: 1st ASTRID WILKE _.-_I 

Name: Astrid Wilke 
Title: Vice President 

[Signature Page to Fourth Amendment] 
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THE BANK OF TOKYO-MITSIJBISHX IJFJ, LTD., 
as a B d  

By: 1st LINDA TERRY 
Name: Linda Terry 
Title: Vice President & Manager 

[Signature Page to Fourth Amendment] 
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BROWN BROTHERS HARRTMAN & CO., 
asaBank 

By: Is/ MICHAEL H. VELLUCCI I 

Name: Michael 14. Vellucci 
Title: Senior Vice President 

[Signature Page to Fourth Amendment] 
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THE ROYAL BANK OF SCOTLAND plc, 
as a Bank 

By: 1st MATTHEW MAIN. 
Name: Matthew Main 
Title: Managing Director 

By: - 
Name: 
Title: 

[Signature Page to Fourth Amendment] 
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EXHIBIT A TO 
FOURTH AMEND?@.. 

SCREDULE 11.02 
ADDRESSES FOR NOTICES AND LENDLNG omms 

ATMOS ENERGY MARKETING, LLO 
Borrower's Address: 
13430 Northwest Freeway, Suite 700 
Houston, Texas 77040 
Attention: Ronald W. Bahr 
Telephone: (713) 688-7771 
Facsimile: (713) 688-5124 

FORTIS CAPITAL COW.. 
As Administrative Agent and Collateral Agent 
15455 N. Dallas Parkway 
Suite 1400 
Addison, TX 75001 
Telephone: (214) 953-9313 
Facsimile: (214) 969-9332 

~~ FORTIS CAPITAL COW€' 
As Issuing Bank and a Bank 
15455 N. Dallas Parkway 
Suite 1400 
Addison, TX 75001 
Attention: Marla Jennings 
Telephone: (214) 953-9313 
Facsimile: (214) 969-9332 

BNP PARIBAS 
As Documentation Agent, Issuing Bank and a Bank 
787 Seventh Avenue 
New York, New York 10019 
Attention: Ed Chin 
Telephone: (212) 841-2020 
Facsimile: (212) 841-2536 

9/17/2009 
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- SOCIl?I'k Gk&R.ALE, 
As Syndication Agent and as a Bank 
122 1 Avenue of the Americas 
New York, New York 10020 
Attention: Barbara Paulsen 
Telephone: (212) 278-6496 
Facsimile: (212) 278-7417 

NATIXIS , acting through its New York Branch, 
As aBank 
1251 Avenue ofthe Americas, 34 "Floor 
New York, New York 10020 
Attention: David Pershad 
Telephone: (212) 872-5015 
Facsimile: (212) 354-9095 

RZB FINANCE LLC 
As a Bank 
1 133 Avenue of the Americas 
New York, New York 10036 
Attention: Hennine Kirolos 
Telephone: (212) 845-41 14 
Facsimile: (212) 944-6389 

As aBank 
The Bank of Tokyo-Mitsuhishi UFJ, Ltd., 
New York Branch 
1251 Avenue o f  the Americas, 
New Y ork, New York 10020- 1 104 
Attention: IlSCB Portfolio Management Group 
Facsimile: (212) 782-4979 

with a copy&: 
The Bank of Tokyo-Mitsubishi IJFJ, Ltd., 
Houston Agency 
1100 Louisiana Street, 
Suite 2800 
Houston, Texas 77002 
Attention: Damain Sullivan 
Telephone: (713) 655-3808 
Facsimile: (713) 658-01 16 

THE BANK OF TOKYO-MITSUBISHI UFJ. LTD. 

htip://www. investquest.co1n/iq/a/ato/fi.n/8 k/ato8 k040408 .h trn 
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BROWN BROTHERS HARRlMAN & Co. 
As aBank 
140 Broadway 
New York, New York 10005 
Attention: Paul Feldman 
Telephone: (212) 493-7732 
Facsimile: (212) 493-8998 

THE ROYAL BAW-QF SCOTLA&Q& 
AsaBank 

101 Park Avenue, 6 "Floor 
New York, New York 10178 
Attention: Alisa Williams 
Telephone: (212) 401-3200 

With copies to: 

600 Travis St, Suite 6500 
Houston, Texas 77002 
Attention: Matthew Main 
Telephone: (713) 221-2441 
Facsimile: (713) 221-2430 

littp://nww.i Iivestquest.~oxn/iq/a/ato/fiii/8ldato8 k040408 .htm 
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EXHIBIT B TO 
EO-lpTH AMENDMJ3JT 

ACKNOWLEDGEMENT AND CONSENT 

Reference is made to (i) the FOURTH AMENDMENT, dated as of” March 3 I ,  2008 (the “ Ecgfih-Amendment ”), to the 
SECOND AMENDED AND RESTATED CREDIT AGREEMENT, dated as of March 30,2005 (as amended by the First Amendment, 
dated November 28,2005, the “ First Amendment ”, the Second Amendment, dated as of March 31,2006, the ’‘ &end Amendment ”, 
the Third Amendment, dated as of March 30,2007, and as m e r  amended, supplemented or otherwise modified from time to time, the “ 
Credit Apreement ”), among ATMOS ENERGY W T L N G ,  LLC, a Delaware limited liability company (the “ AEM”), FORTIS 
CAPITAL COW., a Connecticut corporation (“ F m ) ,  as a Bank, as an Issuing B& and as Administrative Agent for the Banks (in 
such capacity, the ‘‘ Administrative Agent ”), as Collateral Agent, as a Joint Lead Arranger and as a Joint Bookrunner, BNP PARIBAS, a 
bank organized under the laws of France (“ BNP P+h? ”),, as a Bank, as an Issuing Bank, as a Joint Lead Arranger, as a Joint 
Bookrunner and as Documentation Agent, SOCIETE GEl%RAL,E, as Syndication Agent and as a Bank (together with the Administrative 
Agent, the “ Apents ”), and each other financial institution that may become a party thereto (collectively the ‘‘ Banks ”), (ii) that certain 
INTERCREDITOR AGREEMENT, dated as of March 3 1,2008, (the “ I_n_ te rc red i toE_A_~~~~~~t” )  by and among the Banks, Swap 
Banks, Physical Trade Banks, the Agent (as defined therein) and the Borrower, (iii) that certain SECURITY AGREEMENT, dated as of 
December I, 2001 (as amended by AMENDMENT NO. 1 to the SECLJRITY AGREEMENT, dated as of March 30,2005 and as further 
amended, restated, supplemented or otherwise modified in writing from time to time, the “ Securitv Agreement ”) executed by AEM as 
grantor (the ‘‘ Grantor ”) and the Collateral Agent, (iv) that certain GIJAMNTY, dated March 30,2005 (as furlher amended, restated, 
supplemented or otherwise modified in writing from time to time, the ” AEH GuaranQ-’’) executed for the ratable benefit of the Banks by 
Atmos Energy Holdings, Inc. 
March 30,2005 (as further amended, restated, supplemented or otherwise modified in writing from time to time, the “ Atrnos Support 
Ageement ”) executed by Atmos Energy Corporation, a Texas and Virginia corporation (“ &&os ”) as support sponsor (the “ Support 
Provider ”), and (vi) that certain SUBORDINATION AGREEIvENT dated as o f  March 30,2005 (as further amended, restated, 
supplemented or otherwise modified in writing from time to time, the Subordination Ap-eement ”) by and between Fortis and AEH (the 
cL Slbrdinated Creditor )I’ together with the Security Agreement, the AI31 Guaranty and the Amos Support Agreement, collectively, the 
“ ___-- Security Documents-” and individually, a “ Securitv Document ”) and acknowledged by the Borrower. lJnless otherwise defied herein, 
capitalized terms used herein and defined in the Credit Agreement are used herein as therein defined. 

A&B-”) as guarantor (the “ Guarantor ”), (v) that certain ATMOS SUPPORT AGREEMENT, dated 

Each of the Grantor, the Guarantor, the Support Provider and the Subordinated Creditor hereby: 
(a) acknowledges that the Borrower has requested certain other amendments to the Credit Agreement on the terms and subject 

(c) acknowledges that such requests were in order and that the benefits of such extensions and other amendments pursuant to 

(d) consents to the Fourth Amendment; 

to the conditions set forth in the Fourth Amendment; 

the Fourth Amendment will directly or indirectly accrue to such party; 

http ://mi. investques t. coin/iq/a/alo/finli klato 8k 040408 .htm 911 7/2009 
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(e) confirms and agrees that its respective obligations under the applicable Security Documents shall continue in full force and 

(f) acknowledges the receipt and sufficiency of such benefits and other good and valuable consideration to support its 
effect and is hereby ratified and confirmed in all respects; 

continuing obligations under the applicable Security Documents, including as such obligations may be affected by the effectiveness 
of the Fourth Amendment; 

(8) acknowledges the Intercreditor Agrement. 

Each party hereto, in its capacity as grantor, guarantor, support provider and subordinated creditor, hereby ratifies that certain 
Fourth Amendment to Credit Agreement. 

[SIGNATURE PAGE FOLLOWS] 
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IN WITNESS WHEREOF, the parties hereto have caused this Acknowledgement and Consent to be duly executed and 
delivered by their respective proper and duly authorized officers as of March 3 1 fl, 2008. 

ATMOS ENERGY hURICETING, LLC 
as Grantor 

By: -_ 
Name: C. Richard Alford 
Title: Senior Vice President 

ATMOS ENERGY HOLDINGS, TNC., 
as Guarantor and as Subordinated Creditor 

I_-- 

By: 
Name: Laurie M Shenvood 
Title: Senior Vice President and Treasurer 

ATMOS ENERGY CORPORATION, 
as Support Provider 

By: 
Name: Laurie M. Shenvood 
Title: Vice President, Corporate Development and 

Treasurer 

By: - 
Name: 
Title: 

[Signature Page to Acknowledgement and Consent to Fourth Amendment] 
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EXHIBIT C 
TO FOURTH Ah4ENDmm 

JCXHIEIT E 

ATMOS ENERGY MARKETING, LLC, BORROWING BASE 
COLLATERAL POSITION REPORT AS OF [DATE] 

In my capacity as Responsible Officer for ATMOS ENERGY MARKETING, LLC, I hereby certify that as of the date written 
above, the amounts indicated below were accurate and true as ofthe date of preparation I also certify that the net long or short position 
has not exceeded the limitations set forth in Section 8.1 1 of the Credit Agreement. 

I. COLLATERAL 
A Cash Collateral 
B. 
C. Tier I Accounts 
D. Tier II Accounts 
E. Tier I Unbilled Accounts 
F. Tier IT Unbilled Accounts 
G. Eligible Inventory 
H. EIigible Exchange Receivables 
I. Undelivered Product Value 
J. 
K. First purchaser liability; less 
L. SPT Close-Out Amounts; less 
M. Unrealized Mark-to-Market Losses 
TOTAL COLLATERAL 

BORROWING BASE ADVANCE CAP 

Equity in Eligible Broker accounts 

Realizable Unrealized Profits, up to a maximum amount of $50,000,000; less 

BORROWING BASE SUB-CAP 

TI. BANK OUTSTANDINGS 
A. Loans from the Banks 
B. L/C’s from the Banks 
C. Unilateral Overage Advances from the Bar ... ; 

TOTAL OUTSTANDINGS UNDER BORROWING BASE LINE 

N. NET SHORT OR LONG POSITION MMBTUS 
IJI. EXCESS/(DEFICIT) (I-n) 

Attached hereto are (i) an aging report, (ii) a schedule of netted qualified exchange balances, (iii) a schedule of qualified inventory and 
(iv) a schedule of all contras applied against (i), (ii), and (iii). 

http://.urww.Ftzvestquesl.com/i q/a/dto/fin/8k/ato& k040408.htm 9/17/2G09 
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By: 
Responsible Officer 
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EXHIBIT D 
TO FOURTH AMENDh4ENT 

I 

SPT ACTIVITY REPORT AS OF [DATE] 

In my capacity as Responsible Officer for ATMOS ENERGY MARKETING, LLC, 1 hereby certify that as of the date written above, the 
amounts indicated below were accurate and true as of the date of preparation. I also certify that SPT Contract related activity 

has not exceeded the 
limitations set forth in Section 8.16-0f the Credit Agreement. 

Maaimtun Swap MaTiwum Physical Muximum SPT Current Swap Current Physical Current Agmqate Available SPT 
BankClose-Out Trade Bank Close-Out Bank Close-Out Bank Closeout Trade Bank Close-Out SPT Bank CloscOut ClosoOut 

BNP Paribas $25.000.000 25,000,000 $25,000,000 $20,000,000 $ 20.000.000 $5.000.000 
SPT Bank Amount Amount Amount Amount __ ._ Amount -_ Amount Amount 

25,000,000 $25,000,000 $ 20,000,000 $ Fortis Capital Corp. $25;000;000 $ 
SocitStt Gkn6rale $25,000,000 $ 
The Royal Bank of 

Scotland plc $ 25,000,000 $ 
NATIXIS, acting 

through its New 
York Branch $ 25,000,000 $ 

The Bank of 
Tokyo- 
Mitsubishi UFJ, 
Ltd. 

RZB Firiance LLC 
Brown Brothers 

Harriman 62 Co. 
Totals 

NIA 
NIA 

NIA 
NIA 

25,000,000 $25,000,000 

25,000,000 $25,000,000 

25,000,000 $25,000,000 

NIA NIA 
NIA NIA 

NIA N/A 
NfA NIA NIA NIA $ 

20~000~000 $5;000;000 

40,000,000 NIA 

9/17/2008 
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Amount of Outstanding Total Cutrent 
Aggrqafe spT SPT-Related Standby Lctten of 
Bank Credit (achding all Physical Total Outstandma 

Amount Trade De&ety-Relared Unilateral Overagc cap 
rTora1 CO Amuni'Y ("TotalSPTL/CAmoimfx) r ~ o t a l  IJOA $7 ("Covenant Cap'? 
$40,000,000 [-I [ 3 $ 50,000,000 

Standby L e W s  of Cred3) Advances 

"SPT Activity Utilization Ratio" 

((Total CO Amount) t (Total SPT L K  Amount) f (Total UOA)) 
/(Covenant Cap) 

lesprecsed as a percentage, roonded to tbe second decimal nlacel 

- - 

-_I. 

By: 
Responsible Officer 

1 Determined by reference to the U.S. Dollar amount listed in the last row under the heading "Current Aggregate SPT Bank Close-Out 
Amount". 

2 Determined by reference to the limit set in Section 8.16 of the Credit Agreement, which as of the Fourth Amendment is $50,000,000. 
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EXHLBlT A 

FORM OF NOTICE OF BORROWING 
(LETTERS OF CREDIT) 

[Date] 

Fortis Capital Cop. 
15455 North Dallas Parkway 
Suite 1400 
Addison, TX 75001 
Attention: Marla Jennings 
Telephone: (214) 953-9314 
Facsimile: (214) 969-9332 

BNP Paribas 
787 Seventh Avenue 
New York, New York 10019 
Attention: Edward Chin 
Telephone: (2 12) 84 1-2020 
Facsimile: (212) 841-2536 

Re: Uncommitted Second Amended and Restated Credit Agreement, dated to be effective as of March 30,2005 (as amended or 
supplemented fiom time to time, the “Agreement”), by and among ATMOS ENERGY MARKETXNG, LLC (the “Borrower”), 
the banks that from time to time are parties thereto, Fortis Capital Corp., as Adminisbative Agent, and BNP Paribas, as 
Documentation Agent 

Ladies and Gentlemen: 

ascribed thereto in the Agreement). The Borrower hereby gives notice (i) of its intention to request the Gssuance, amendment, or 
rene-w-of Letters of Credit as is further described on the Letter of Credit Application attached hereto and (ii) that the requested Letter 
of red i t  will be a(n) [commercial documentary letter of credit, a SPT-Related Standby Letter of Credit, Physical Trade Deiivery- 
ReIated Standby Letter ofcredit, or otber standby letter of credit ”. 

Reference is made to the Agreement (capitalized terms used herein that are not defined shall have the respective meanings 

The Borrower represents and warrants, as of the date hereof and as of the date any Letter of Credit is Issued, mended or 
renewed, that (i) no Default or Event of Default has occurred and is continuing on the date hereof, nor will any thereof occw after giving 
effect to the Letters of Credit requested above; (ii) that the Borrowing Base Advance Cap will not be exceeded after giving effect to the 
Letters of Credit requested above; and (iii) all of Borrower’s representations and warranties under the Agreement are true and correct, to 
Borrower’s knowledge, as of the date hereof. 

3 With respect to any Letter of Credit that is characterized as an “other standby letter of credit” a purpose should be specified for such 
“other standby letter of credit” so that clause (ii) might read “(ii) that the requested Letter of Credit will be an other standby letter of 
credit for the purpose of purchasing natural gas from a source other than an Physical Trade Bank.” 

Iniip :llwww.investquest . c o d i  qldatolfi n/8k/ato8k040408. htm 911 712009 
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Very truly yours, 

ATMOS ENERGY MARKFXLNG, LLC, 

By: 
Name: 
Title: 

- 

9ii 7/20G9 
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[Date] 
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Fortis Capital Corp. 
15455 North Dallas Parkway 
Suite 1400 
Addison, TX 75001 
Attention: Marla Jennings 
‘Telephone: (214) 953-9314 
Facsimile: (214) 969-9332 

Re: Uncommitted Second Amended and Restated Credit Agreement, dated to be effective as of March 30,2005 (as amended or 
supplemented from time to time, the “Agreement”), by and among ATh4OS ENERGY MARJSETING, LLC (the “Borrower”), 
the banks that from time to time are parties thereto, Fortis Capital Corp., as Adniirlistrative Agent, and BNP Paribas, as 
Documentation Agent 

Ladies and Gentlemen: 

ascribed thereto in the Agreement). The Borrower hereby gives notice of its intention to borrow under the Borrowing Base Line. Please 
advance a Revolving Loan as follows: 

Reference is made to the Agreement (capitalized terms used herein that are not defined shall have the respective mcaniugs 

Date of Borrowing a-1 

Amount 
Type ofAdvance 
(Base Rate or Offshore Rate) 
Merest Period 
(if Offshore Rate) 

The Borrower represents and warrants, as of the date hereof and as of the date any Revolving Loan is made or renewed, that 
(i) no Default or Event of Default has occurred and is continuing on the date hereof, nor will any thereof occur aRer giving effect to the 
Revolving Loan requested above; (ii) that neither the Borrowing Base Advance Cap nor the Dollar Advance Cap will be exceeded after 
giving effect to the Revolving Loan requested above; and (iii) all of Borrower’s representations and warranties under the Agreement are 
true and correct, to Borrower’s knowledge, as of the date hereof. 

-- 

The aggregate amount of the Borrowing comprised o f  Offshore Rate Loans must be made in an amount equal to the Offshore Effective 
Amount. The date o f  the Borrowing must be a Business Day. Borrower must give four (4) Business Days advance notice For 
Borrowings comprised of Offshore Rate Loans, and the same Business Day advance notice for Borrowings comprised of Base Rate 
Loans. 
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Very truly yours, 

ATMOS ENERGY MARKETING, LLC, 

By: 

EXECUTION VERSION 

INTERCREDITOR AGREEMENT 

THIS MTERCREDlTOR AGREEMENT is dated as of March 3 1,2008 (as amended, supplemented and otherwise modified from 
time to time, the ‘‘ Aneement ”), among FORTIS CAPITAL COW., a Connecticut corporation, in its capacity as Collateral Agent 
(together with i ts successors and assigns in such capacity, the ‘I APent ”) for the Banks hereinafter referred to, and each bank and other 
financial institution which is now or hereafter a party to this Agreement in its capacity as a Bank and, as applicable, as a Swap Bank 
(collectively, the “ Swap Banks ”) and as a Physical Trade Bank (collectively, the “ Phvsical Trade Ba&s-”); 

Agent are parties to the Uncommitted Second Amended and Restated Credit Agreement dated as of March 30,2005 (as amended, 
modified, supplemented or restated from time to time, the “ Credit Agreement”); 

WHEREAS, Atrnos Energy Marketing, LL,C (the “ Borrower ”), certain banks and financial institutions (the ‘‘ Banks ”), and the 

WHEREAS, the Swap Banks may be parties to Swap Contracts with the Borrower; 

WHEWAS, the Physical Trade Banks may be parties to Physical Trade Contracts with the Borrower; and 

WHEREAS, the Agent and the Banks, the Swap Banks and the Physical Trade Banks desire to enter into this Agreement to provide 

NOW, THEREFORE, in consideration of the mutlial agreements, provisions and covenants contained herein, the parties agree as 

for the rights of the Agent, the Banks, the Swap Banks and the Physical Trade Banks with respect to Collateral and other matters; 

follows: 

ARTICLE I 
DEFINITIONS 

I .O I Certain Defined Terms . 
(a) Capitalized terms used herein and not defined herein shali have the meanings ascribed thereto in the Credit Agreement 
(b) The following terms have the following meanings: 

“ AcIjjugted Pro Rata Share ” means, as to any Bank, SPT Bank or, in the case of a SPT Bank that together with any other SPT Bank 
comprises a Cross-Affiliate Pair, such Cross. Affiliate Pair, in each case, as of the opening of business on the date of the occurrence of a 
Sharing Event hereunder, the percentage equivalent (expressed as a decimal, rounded to the ninth decimal place) at such time of (a) the 
sum of such Bank’s, SPT Bank’s or Cross-Affiliate Pair’s (as the case may be): (i) Effective Amount relating to Obligations arising under 
the Borrowing Base Line, (ii) Permitted Unilateral Overage Advance Amount, pju-s-(iii) Permitted SPT Bank Close-Out Amounts, divided 
b-(b) the sum of (x) Effective Amounts of all the Banks relating to Obligations arising under the Borrowing Base Line, (y) Permitted 
ilnilateral Overage Advance Amounts of all Banks, W(y) the Permitted SPT Bank Close-Out Amounts of all Banks, SPT Banks, and 
Cross-Affiliate Pairs. For the avoidance of doubt, “Adjusted Pro Rata Share” shall be calculated for a SPT Bank or a Cross-Affiliate Pair 
on a stand alone basis only to the extent that such SPT Bank or both SPT Banks comprising such Cross-Affiliate Pair are not also Banks. 
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“ &cess SPT Bank Close-Out Amounts ,, means, with respect to any SPT Bank, or in the case of a SPr Bank that together with any 
otheI SPT Bank comprises a Cross-Affiliate Pair, such Cross-Affiliate Pair, as of any date of determination, the positive difference (if 
any) of: (a) the SPT Bank Close-Out Amount of sucli SP?‘ Bank (or Cross-Affiliate Pair, as the case may be) minus (b) the Permitted SPT 
Bank Close-Out Amount for such SPT Bank (or Cross-Affiliate Pair, as the case may be) 

“ I&qs_s Unilateral Overage Advance Amounts ” means, with respect to any Bank, as of any date of determination, the positive 
difference (if any) of: (a) the outstanding Unilateral Overage Advances of such Bank as of such date minus (b) the Permitted Unilateral 
Overage Advance Amounts for such Bank 

“ Final Date ” shall have the meaning set forth in Section 2.01(fl hereof. 

“ IzIl_A Master Aeseement ” means the standard form of ISDA Master Agreement as in effect on the date hereof and as amended, 
modified, supplemented or replaced from time to time. 

through exercise of any right of set-off, through liquidation or collection of any Collateral or otherwise). The term “Payment” shall not 
include any payment to a Swap Bank or Physical Trade Bank from the proceeds of a Loan made by the Banks or the Adrninistmtive 
Agent for the purpose of paying Obligations under clauses (b) and (c) of such term or providing cash collateral in connection with an 
increase in a Swap Bank Close-Out Amount or Physical Trade Bank Close-Out Amount pursuant lo  Section 2.0l(c)-or any payment to a 
Swap Bank or Physical Trade Bank fkom the proceeds of collateral held solely by such Swap Bank or Physical Trade Bank or drawings 
undeI letters of credit naming such Swap Bank or Physical Trade Bank as beneficiary or any payment due from a Swap Bank pursuant to 
a swap settlement that is held by such Swap Bank as cash collateral to cover obligations owing under a Swap Contract to the Swap Bank 
from the Borrower ox any payment due from a Physical Trade Bank pursuant to a physical trade settlement that is held by such Physical 
Tmde Bank as cash collateral to cover obligations owing under a Physical Trade Contract to the Physical Trade Bank from the Borrower; 
provided that, the Swap Bank Close-Out Amount or Physical Trade Bank Close-Out Amount had netted the Swap Contract or Physical 
Trade Contract under which such payments held as cash collateral were made; provided further that, in the case of such collateral, such 
Swap Bank or Physical Trade Bank holds a perfected Lien in such collateral and such collateral is not subject to the Agent’s prior or 
equal perfected Lien under any Loan Document. 

any other SPT Bank comprises a Cross-Affiliate Pair, such Cross-Affiliate Pair, as of any date of determination, an mount equal to the 
Zesser cf(a) the sum (which shall not be less than zero) of (i) the Swap Bank Close-Out Amounts, p h ( i i )  the Physical Trade Bank 
Close-Out Amounts, arid (b) the Maximum SPT Bank Close-Out Amount set opposite such SPT Bank in the table below; provided , 
however, that with respect to any SPT Bank, the Swap Bank CIose-Out Amount and the Physical Trade Bank Close-Out Amount of such 
SPT Bank (or such Cross-Afliiiate Pair, as the case may be) that may be included in the calculation of the amount determined under 
clause (a) above shall be limited to the applicable amount set forth opposite such SPT Bank under the heading “ Maximrim Swap Bunk 
Close-Out Amount ” and ” Maximum Physical Trade Bank Close-Out Amount provided further that with respect to any SPT Bank that 
together with any other SPT Bank comprises a Cross-Affiliate Pair, the “Permitted SPT Bank Close-Out Amount” shall be determined on 
a consolidated basis as though the two SPT Banks comprising such Cross-Affiliate Pair are one SPT Bank, as follows, the calculation of 
the amount to be determined under clause (a) above shall be the sum (which shall not be less than zero) of the aggregate Swap Bank 
Close-Out Amounts and the aggregate Physical Trade Bank Close-Out Amounts for both SPT Banks comprising such Cross-Affiliate Pair 
(as may be limited, in the case of each SPT Bank, by the “Adaxinturn Swap Bunk Close-Out Amount” and “Maximum Physical Trade 
Bank Close-Out Amount ,” as applicable, as set forth in the initial proviso above): 

“ Pavrnent ” means, as to any Bank, Swap Bank or Physical Trade Bank at any time, any payment (whether voluntary, involuntary, 

“ Permitted SP1Ra-k QhSe-Out Amounts ” means, with respect to any SPT Bank, or in the case of a SPT Bank that together with 
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SPT Bank (and ifs SPT Bank Affiliates, io the agvepafe) 
BNP Paribas 
Fortis Capital Corp. 
Sociktk Gtn6rale 
The Royal Bank of Scotland 
NATIXIS, acting through its New York Branch 
The Bank of Tokyo-Nitsubishi UFJ, Ltd. 
RZB Finance 1,LC 
Brown Brothers Harriman & Co. 

MarimUm 
Swap Bank 
Close-Out 
Amount 

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

N/A 
NIA 
N/A 

Maximum 
Physical Trade 

Bank 
Close-Out Amount 

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

N/A 
NIA 
N/A 
N/A 

Masimum SPT 
Bank Close-Out 

Amount 
25,000,000 
25,000,000 
25,000,000 
25,000,000 
25,000,000 

N/A 
N/A 
NIA 

‘‘ Permitted Unilateral Overage Advance Amount ” means, with respect to any Bank, as of any date of determination, an amount 
equal to the lesser of(a) the outstanding LJnilateral Overage Advance of such Bank as of such date, and (b) the positive difference (if any) 
of (i) the Maximum SPT Bank Close-Out Amount for such Bank (to the extent that such Bank is a SPT Bank) or its affiliated SPT Bank 
(or Cross-Affiliate Pair, as the case may be, which, in the case of a Cross-Affiliate Pair, shall be determined in accordance with the last 
proviso of the above definition of “Permitted SPT Bank Close-Out Amount”) mjnt~g (ii) the Permitted SPT Bank Close-Out Amount for 
such Bank (to the extent that such Bank is a SPT Bank) or i ts  affiliated SPT Bank (or Cross-Affiliate Pair, as the case may be, which, in 
the case of a Cross-Affiliate Pair shall be determined in accordance with the lastproviso of the above definition of ‘Termitted SPT Banlc 
Close-Out Amount”). 

‘‘ Phvsical Tra&Bank Close-Out Amount ” means, with respect to any Physical Trade Bank as of any date of calculation thereof, 
the net amount that would be due from the Borrower, if any, upon the designation of an “early termination date’’ or its equivalent or a 
‘%mination event” or its equivalent with respect to all Physical Trade Contracts with a particular Physical Trade Bank under the 
applicable ISDA Master Agreement (or other applicable Physical Trade Contract documents), net of (a) the face amount of letters of 
credit naming such Physical Trade Bank as beneficiary supporting payment obligations under Physical Trade Contracts with such 
Physical Trade Bank and (b) the value of collateral subject to the first priority perFected Lien of the Physical Trade Bank and which is not 
coIfateraI in which the Agent has a prior or equal perfected Lien under the Security Agreements or any other Loan Document, which, for 
the avoidance of doubt, shall include the value of all co1Iatera.l pledged in favor of such Physical Trade Bank pursuant to a Cross-Affiliate 
Netting Lien (if any). Section 2.01(i> hereof contains certain provisions relating to the calculation of a Physical Trade Bank Close-Out 
Amount under a Physical Trade Contract. 

‘‘ Physical Trade Obligations ” means obligations referred to in clause (c) of the definition of Obligations in the Credit Agreement. 
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“ SPT Bank Close-Out Amount ” means, with respect to any SPT Bank, the sum (which shall not be less than zero) of its Swap 
Bank Close-Out Amount and its Physical Trade Bank Close-Out Amount. 

“ Sharing Event” means the occwence of any Event of Default under Section 9.01(e) or Section 9.01 ( f !  of the Credit Agreement 01 
any acceleration of the Obligations referred to in clause (a) of the definition of such term under the Credit Agreement after the occurrence 
of any other Event of Default or the determination by the Required Banks at any time aRer the occurrence of any Event of Default that a 
Sharing Event has occurred. 

” & Bank Close-Out Amount ” means, with respect to any Swap Bank, as of any date of calculation thereof, the net amount that 
would be due from the Borrower, if any, upon the designation of an “early termination date” or its equivalent or a “termination event” or 
its equivalent with respect to all Swap Contracts with a particular Swap Bank under the applicable ISDA Master Agreement OT its 
equivalent (e.g., long-form confirmations), net of (a) the face amount of letters of credit naming such Swap Bank as beneficiary 
supporting payment obligations under Swap Contracts with such Swap B& and (b) the value of collateral subject to the first priority 
perfected Lien of the Swap Bank and which is not collateral in which the Agent has a prior or equal perfected Lien under the Security 
Agreernents or any other Loan Document, which, for the avoidance of doubt, shall include the value of all collateral pledged in favor o f  
such Swap Bank pursuant to a Cross-AfEliate Netting Lien (if any). Sg&or!.2&1$rhereof contains certain provisious relating to the 
calculation of a Swap Bank Close-Out Amount under a Swap Contract. 

‘‘ & Obiigations ” means obligations referred to in clause (b) of the defition of Obligations in the Credit Agreement. 

‘ 

1.02 Other Interpretive Provisions I 

(a) The meanings of defined terms are equally applicable to the singular and plural fonns of the defined terms. 
(b) The words “hereof,” ‘‘herein,” “hereunder” and similar words refer to this Agreement as a whole and not to any particular 

provision of this Agreement; and Subsection, Section , Schedule and Exhibit references are to this Agreement unless otherwise 
specified. 

writings, however evidenced. 
(c) The term “documents” includes any and all instruments, documents, agreements, certificates, indentures, notices and other 

(d) The term “including” is not limiting and means “including without limitation.” 
(e) In the computation of periods of time from a specified date to a later specified date, the word “from” means “&om and 

Q Unless otherwise expressly provided herein, (i) references to agreements (including this Agreement) and other contractual 
including”; the words ‘Yo” and “until” each mean ”to but excluding,“ and the word “through” means “to and including.” 

instruments shall be deemed to include all subsequent amendments and other modifications thereto, but only to the extent such 
amendments and other modifications are not prohibited by the terms of any Loan Document, and (ii) references to any statute or 
~egulation are to be construed as including all statutory and regulatory provisions consolidating, amending, replacing, 
supplementing or interpreting the statute or regulation. 
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(g) The captions and headings of this Agreement are for convenience of reference only and shall not affect the interpretation of 
this Agreement. 

(h) This Agreement is the result of negotiations among and has been reviewed by counsel to each of the parties, and is the 
product of all parties. Accordingly, it shall not be construed against any party merely because of such party’s involvement in its 
preparation. 

ARTICLE 11 
SHARING 

2.01 SharinP after Shariny Event 

provisions of Sections 2.01(b) through (kJ hereof shall apply rather than Section 2.1 I(aJ-of the Credit Agreement: 

each subsequent Borrowing Base Collateral Position Report (and all other Collateral not included in any such report) and (y) any 
other Payments received by the Agent, any Bank or any SPT Bank shall be applied to payment of and/or cash collateral for ( I )  
first, the Obligations (A) arising from the Borrowing Base Line (which, for the avoidance of doubt shall not include any Unilateral 
Overage Advance obligations), (€3) with respect to the Permitted Unilateral Overage Advance Amounts and (C)  with respect to the 
Permitted SPT Bank Close-Out Amounts (other than amounts arising under Swap Obligations or Physical Trade Obligations 
excluded from the calculation of Swap Bank Close-Out Amounts under Section 2.01(i) and Physical Trade Bank Close-Out 
Amounts under Section 2.01(i) , respcctively), and (2) second ~ Obligations with respect to (A) the Excess SPT Bank Close-Out 
Amounts, (B) the Excess Unilateral Overage Advance Amounts, and (C) Swap Obligations and Physical Trade Obiigations 
excluded from the calculation of Swap Bank Close-Out Amounts under Section 2.Ol(i) and Physical Trade Bank Close-Out 
Amounts under Section 2.01(i), respectiveIy, in each case under clause firstabove ratably in accordance with each Bank‘s, Swap 
Bank’s and Physical Trade Bank’s Adjusted Pro Rata Share, as applicable, and in each case under clause second above ratablv in 
accordance with the amount of such Obligations; provided that, if any such report is not correct and complete in any material respect 
(as determined by the Agent is its sole, good faith discretion), the Agent shall use reasonable efforts to correct any error or 
deficiency prior to making such application. Such proceeds and Payments applied to Obligations arising from the Borrowing Base 
Line, Swap Obligations and Physical Trade Obligations shall be applied in accordance with Sections 2.01(b) through 0). 

(ii) If any Bank, Swap Bank or Physical Trade Bank shall obtain on account of the Loans made by it under the 
Borrowing Base Line or any other Obligations owed to it any Payment in excess of its Adjusted Pro Rata Share, such Bdc,  
Swap Bank or Physical Trade Bank shall immediately (A) notify the Agent of such fact, and (B) purchase from the other 
Banks, Swap Banks and Physical Trade Banks such participations in the Loans made by them under the Borrowing Base Line 
and other Obligations owed to them as shall be necessary to cause such purchasing Bank, Swap Bank or Physical Trade Bank 
to share the excess payment pro rata , in accordance with the Adjusted Pro Rata Share, with each of them; provided, 
hovgvg~, if ai1 or any portion of such excess payment is thereafter recovered from the purchasing Bank, Swap Bank or 
Physical Trade Bank, such purchase shall to that extent be rescinded and each other Bank, Swap Bank and Physical Trade 
Bank shall repay to the purchasing Bank, Swap Rank or Physical Trade Bank the purchase price paid to it therefor, together 
with an amount equal to such paying Bank’s, 

(a) Except as expressly provided in this Agreement, from and after the date of the occurrence of any Sharing Event, the 

(b) (i) Both (x) the proceeds of all Collateral included in the then most recent Borrowing Base Collateral Position Report and 
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Swap Bank’s or Physical Trade Bank’s ratable share (according to the proportion of ( I )  the amount of such paying Bank’s, 
Swap Bank’s or Physical Trade Bank’s required repayment to (2) the total amount so recoveled from the purchasing Bank, 
Swap Bank or Physical Trade Bank) of any interest or other amount paid or payable by the purchasing Bank, Swap Bank or 
Physical Trade Bank in respect of the total amount so recovered. The Borrower agrees that any Bank, Swap Bank or Physical 
Trade Bank so purchasing a participation from another Bank, Swap Bank or Physical Trade Bank may, to the fullest ex?ent 
permitted by law, exercise all its rights of payment (including the right of set-off, but subject to section 11.09 of the Credit 
Agreement) with Iespect to such participation as fully as if such Bank, Swap Bank or Physical Trade Bank were the direct 
creditor ofthe Borrower in &e amount of such participation. Agent will keep records (which shall be conclusive and binding 
in the absence of manifest enor) of participations purchased under this Section and will in each case notify the Banks, Swap 
Banks and Physical Trade Banks following any such purchases or repayments. 

the Loans, L/C Borrowings, Physical Trade Obligations (if any), Swap Obligations (if any) or fees payable pursuant to 
Sections 2.09 and =of the Ciedit Agreement. 

calculated initially as soon as practicable afler the date o€ the Sharing Event and, thereafter, pursuant to Scction 2.01 0, shall 
be recalculated from time to time. Such recalculations shall (A) in all cases, except the recalculation pursuant to Section 2.01 
(0 as of the Final Date, be made in accordance with the definition of Adjusted Pro Rata Share, but shall be made (1) as of the 
date of such recalculation, and (2) solely to give effect to (x) increases and decreases in any Permitted SPT Bank Close-Out 
Amounts as a result of fluctuations in market values and interest rates and (y) new Loans and L/C Obligations under the 
Borrowing Base Line arising on or after the date of the Sharing Event, to the extent such new Loans or L/C Obligations have 
been consented to by the Required Banks without regard to the application of Payments pursuant to or 
payments made pursuant to Section 2.01 (@and (33) in tfie case of the final recalculation as of the Final Date, be made in 
accordance with the definition of Adjusted Pro Rata Share but as of the date of recalculation. 
(c) After the date of the occurrence of any Sharing Event, if any SPT Bank Close-Out Amount due to any Swap Bank or any 

(iii) The provisions of Sections 2.0l(bXii) and 2.01(n shall not apply to Payments to the Banks with respect to interest on 

(iv) For purposes of applying the provisions of Sections 2.0l(b)(ii) and 2.01(nJ the Adjusted Pro Rata Share shall be 

Physical Trade Bank from the Borrower shall increase or decrease as a result o f  changes in market values or interest rates: 
(i) In the event of any such increase, nothing contained herein shall modify or impair any right of such Swap Bank to 

terminate its Swap Conkact or such Physical Trade Bank to terminate its Physical Trade Contract or exercise any other rights 
or remedies available to it, and any such Swap Bank or Physical Trade Bank may also, in its sole discretion fi-om time to time, 
notify the Agent of such increase, who shall promptly notify the then Approving Banks of such increase. Ifall Approving 
Banks determine in their sole discretion to approve a Loan to the Borrower for the purpose of providing cash collateral in the 
amount of such increase to such Swap Bank or Physical Trade Bank, then all such Approving Banks shall make such Loan in 
such amount which shall be disbursed to such Swap Bank or Physical Trade Bank and the Swap Bank or Physical Trade Bank 
shaIl apply the proceeds of such Loan to the cash collateralization of the obligations under the relevant Swap Contract or 
Physical Trade Contract; provided that (A) the payment of such funds to the Swap Bank or Physical Trade Bank for use as 
such cash collateral shall be deemed not to constitute a Payment hereunder, and (B) no such Loan 
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shall, without consent of all the Approving Banks, cause the sum of the Effective Amounts of all outstanding Loans pIus L/C 
Obligations to exceed the aggregate Uncommitted Line Portions or the Effective Amount of all outstanding Loans &L/C 
Obligations to exceed the Borrowing Base Advance Cap. 

(5) Business Days after the date of a Shan’ng Event of its SPT Bank Close-Out Amount as of the date of such Sharing Event 
and not later than five (5) Business Days after each month of the amount of its SPT Bank Close-Out Amount and the 
components thereof as of the last Business Day of the preceding month. 
(d) If an Event of Default occurs, the Agent shall, if instructed by Required Banks in their sole discretion, notify any or all of 

the Swap Banks to terminate any or all Swap Contracts, exercise the right to draw under any letter of  credit supporting payment of 
the Borrower’s Obligations under the Swap Contracts or realize on coIlateral held by such Swap Banks for such Obligations, or any 
combination of such rights and remedies. Each of the Swap Banks shall, on the next Business Day after receipt of such notice, or on 
such later Business Day as is set forth in such notice, terminate all or any of its Swap Contracts and exercise such other remedies, all 
as set forth in such notice, except if prohibited fi-om doing so by applicable law or court order. The foregoing shall not limit the right 
of any Swap Bank to terminate any or all Swap Contracts to the extent permitted by its Swap Contracts prior to receipt of such 
notice. 

the Physical Trade Banks to terminate any or all Physical Trade Contracts, exercise the right to draw under any letter of credit 
supporting payment of the Borrower’s Obligations under the Physical Trade Contracts or realize on collateral held by such Physical 
Trade Banks for such Obligations, or any combination of such rights and remedies. Each of the Physical Trade Banks shall, on the 
next Business Day after receipt of such notice, or on such later Business Ray as is set forth in such notice, terminate all or any of its 
Physical Trade Contracts and exercise such other remedies, all as set forth in such notice, except if prohibited from doing so by 
applicable law or court order. The foregoing shall not limit the right of any Physical Trade Bank to terminate any or all Physical 
Trade Contracts to the extent permitted by its Physical Trade Contracts prior to receipt o f  such notice. 

(f) Each Swap Bank and Physical Trade Bank shall promptly noti& the Agent, w i t h  one (1) Business Day following the 
Agent’s request fiom time to time, of the SPT Bank Close-Out Amount due to such Swap Bank or such Physical Trade Bank on a 
particular date. The Agent shall, upon request of any Bank, notify the Banks each week of the gross and net SPT Bank Close-Out 
Amount due to each Swap Bank and each Physical ’l’rade Bank. The Agent shall, at the request of my Bank (but not more than one 
time each month unIess the Agent consents to do so) and promptly after the date of termination of all Swap Contracts and all 
Physical Trade Contracts which are counted for purposes of determining SPT Bank Close-Out Amounts (the “ Final Date ”), 
recalculate the Adjusted Pro Rata Share as provided in Section 2.01 (bX&. In the case of the recalculation as of the Final Date, 
only, the Agent shall notify the Banks, Swap Banks and Physical Trade Banks as to any adjustment in prior payments and 
distributions to them as a result of such recalculation. Each Bank, Swap Bank and Physical Trade Bank shall promptIy upon receipt 
of such notice pay to the Agent for distribution to the other Banks, Swap Banks and Physical Trade Banks such amounts, if any, as 
shall be specified in each such notice. Such calculations and adjustments shall be conclusivc in the absence of manifest error. 

(ii) Each Swap Bank or Physical Trade Bank shall, at the Agent’s request, notify the Agent not later than five 

(e) If an Event of Default occurs, the Agent shall, if instfucted by Required Banks in their sole discretion, notify any or all of 
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ti3 WSERVEDI. 
(h) E, in accordance with the provisions hereof, the Agent recalculates the Adjusted Pro Rata Share more than once in any 

calendar month, the Borrower shall, upon the Agent’s request, immediately pay an administrative fee for the account of the Agent in 
an amount equal to $2,500 for each such recalculation more than once in any calendar month. 

(i) In order to qualify as a Swap Bank Close-Out Amount under a Swap Contract, such Swap Contract must provide for 
calculation of payments due on an “early termination date” or its equivalent or upon a “termination date” or its equivalent on the 
basis of Market Quotations (as defined in the applicable lSDA Master Agreement) or its equivalent. U(i) any Swap Bank shall 
receive notice of the occurrence ofa Sharing Event and thereafter shall enter into any new Swap Contract or amendment of any 
Swap Contract without consent of the Required Banks or (ii) any Swap Bank shall Ieceive notice from the Required Banks 
following the declaration of an Event of Default to terminate any or all Swap Conaacts, but fails to imiediately do so, then unless 
otherwise agreed by the Required Banks, any increases in the Swap Bank Close-Out Amount owing to any Swap Bank resulting 
therefrom shall be excluded in calculating Swap Bank Close-Out Amounts. 

6) In order to qualify as a Physical Trade Bank Close-Out Amount under a Physical Trade Contract, such Physical Trade 
Contract must provide for calculation of payments due 011 an “early termination date” or its equivalent or upon a “termination date” 
or i t s  equivalent on the basis of Market Quotations (as defiued in the applicable lSDA Master Agreement) or its equivalent. If 
(i) any Physical Trade Bank shall receive notice of the occurrence of a Sharing Event and thereafter shall enter into any new 
Physical Trade Contract or amendment of any Physical Trade Contract without consent of the Required Banks or (ii) any Physical 
Trade Bank shall receive notice from the Required Banks following the declaration of an Event of Default to terminate any or all 
Physical Trade Contracts, but fails to immediately do so, then unless otherwise agreed by the Required Banks, any increases in the 
Physical Trade Bank Close-Out Amount owing to any Physical Trade Bank resulting therefrom shall be excluded in calculating 
Physical Trade Bank Close-Out Amounts. 

(k) Each Bank, Swap Bank and Physical Trade Bank party hereto hereby acknowledges and agrees that the security interests 
granted in favor of the Collateral Agent for the benefit of the Secured Parties are subject in right of priority to each Cross-Affiliate 
Netting Lien and that proceeds of any Collateral pledged by the Borrower to a Cross-Affjliate Creditor pursuant to a Cross-Affiliate 
Netting Lien shall be distributed &&to the applicable Cross-AfEliate Creditor with the remainder, if any, being distributed as 
provided in Section-~.Ob)~~-hereof. 

2.02 TkElection of Banks to Continue Funding . After the Conversion to Reduced Funding Banks Date, ifa Sharing Event shail 
have occurred, the Approving Banks’ and other Banks’ Adjusted PIO Rata Share shall be adjusted on the basis of each advance and 
Issuance of a Letter of Credit after such date. 

2.03 Swap Banks. 

any participation purchased or sold under Section 2.01 hereof shall be paid to or by the Bank that is the Affiliate of such Swap 
Bank. Each such Bank irrevocably and unconditionally agrees to pay such obligations of the Swap Bank that is its M i a t e .  Each of 
the Banks shall also cause its affiliated Swap Bank to comply with ail provisions of Section 2.01 hereof. 

(a) All payments required to be made to or by any Swap Bank pursuant to the provisions of Section 2.0l.hereof or pursuant to 

8 

http://www investquest .com/i q/a/ato/fin/8 k/ato 8 k04040 8. htm 9/17/2009 

http://www


ATMOS ENERGY CORP (Form: 8-K) Page 57 of 71 

(b) Each Swap Bank that is an Affiliate of a Bank hereby appoints the Agent as its agent for purposes of the Security 
Agreements; pLomv.i&&that, (i) no Swap Bank shall have any right, remedy or claim of any nature against the Agent, all of which are 
released; pr&ded that, such release shall not affect any claim of the Bank which is an Miliate of such Swap Bank under 
Section 2.03(aJ.hereof, and (ii) each Swap Bank shall be entitled to recover only from its Affiliate Bank any amount to which it may 
be entitled hereunder and under the Security Agreement. 

2.04 Phy-sic-al Trade Banks . 
(a) All payments required to be made to or by any Physical Trade Bank pursuant to the provisions of Section 2.01 hereof or 

pursuant to any participation purchased or sold under Section 2.01 hereof shall be paid to or by the Bank that is the Affiliate of such 
Physical Trade Bank. Each such Bank irrevocably and unconditionally agrees to pay such obligations of the Physical Trade Bank 
that is its Affiliate. Each of the Banks shall also cause its filiated Physical Trade Bank to comply with all provisions o f  
Section 2.01 hereof. 

Agreements provided that (i) no Physical Trade Bank shall have any right, remedy or claim of any nature against the Agent, all of 
which are released, provided ths such release shall not affect any claim of the Bank which is an Affiliate of such Physical Trade 
Bank under Section 2.04(a) hereof, and (ii) each Physical Trade Bank shalI be entitled to recover only from its AEliate Bank any 
amount to which it may be entitled hereunder and under the Security Agreement. 

(b) Each Physical Trade Bank that is an Miliate of a Bank hereby appoints the Agent as i t s  agent for purposes of the Security 

ARTICLE U1 
MISCELLANEOUS 

3.01 hxndments and Waivers I 

therefrom, shall be effective unless the same shall be in writing signed by all the parties hereto, and each such waiver or consent 
shaU be effective only in the specific instance and for the specific purpose for which given; provided that, any such amendment or 
waiver may be effected without the consent of the Borrower so long as the Borrower is not directly affected thereby. 

(a) No amendment or waiver of any provision of this Agreement, and no consent with respect to any departure by a party 

(b) No party shall have any duty to disclose any financial or other information available to it to any other party, except as 
expressly provided herein. 

3.02 Kokes . 

provides, by facsimile transmission) and mailed, faxed or delivered, to the address or facsimile number specified on the signature 
pages hereoc or to such other address as shall be designated by such party in a written notice to the other parties. 

(a) All notices, requests and other communications shall be in writing (including, unless the context expressly otherwise 

(b) All such notices, requests and communications shall, when transmitted by mail, overnight delivery, or faxed, be effective 
when delivered for overnight (next-day) delivery, or transmitted in legible form by facsimile machine, respectively, or if mailed, 
upon the third Business Day after the date deposited into the U.S. mail, or if delivered, upon delivery. 
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3.03 No Waiver: Cumulative Remedies . No failure by any party hereto to exercise and no delay by such Person in exercising any 
right, remedy, power or privilege hereunder, shall operate as a waiver thereof; nor shall any single or partial exercise of any right, remedy, 
power or privilege hereunder preclude any other or further exercise thereof or the exercise of any other right, remedy, power or privilege. 
The rights, remedies, powers and privileges herein or therein provided are cumulative and not exclusive of any Tights, remedies, powers 
and privileges provided by law. 

3.04 Payments Set Aside. To the extent that the Borrower makes a payment to the Agent, any Bank, any Swap Bank or any 
Physical Trade Bank, or Agent, any Bank, any Swap Bank or any Physical Trade Bank exercises its right of set-off, and such payment or 
the proceeds of such seboff or any patt thereof is subsequently invalidated, declared to be fraudulent or preferential, set aside or required 
(including pursuant to any settlement entered into by such Person in its discretion) to be repaid to a trustee, receiver or any other party, in 
connection with any proceeding under any debtor relief law or otherwise, then (a) to the extent of such recovery, the obligation or part to 
such Person originally intended to be satisfied shall be revived and continued in full force and effect as if such payment had not been 
made or such set-offhad not occurred, and (b) each Bank, Swap Bank and Physical Trade Bank severally agrees to pay to such Person 
upon demand its applicable share of any amount so recovered &om or repaid by such Person which such Person had paid to such Banlc, 
Swap Bank or Physical Trade Bank, plus interest thereon froin the date of such demand to the date such payment is made at a rate per 
annum equal to the Federal Funds Rate from time to time in effect. 

and their respective permitted successors and assigns as provided in SAction 1 I .08 of the Credit Agreement, except that (a) Borrower may 
not assign or transfer any of its rights or Obligations under this Agreement without the prior written consent of all Banks, (b) no Bank 
shall assign its rights 01 obligations hereunder except to aBarik, and (c) no Swap Bank or Physical Trade Bank shall assign its rights or 
obligations hereunder except to aBank or an Affiliate of a Bank which agrees to be bound hereby pursuant to an agreement satisfactory to 
the Agent. 

thereof and supersedes all prior agreements, written or oral, on such subject matter. In the event of any conflict between the provisions of 
this Agreement and those of any other Loan Document, the provisions of this Agreement shall control. 

3 07 Counterpm-. This Agreement may be executed in any number of separate counterparts, each of which, when so executed, 
shall be deemed an original, and all of said counterparts taken together shall be deerned to constitute hut one and the same instrument. 

3.08 Severabilitv The illegality or unenforceability of any provision of this Agreement or any instrument or agreement required 
hereunder shall not in any way affect or impair the legality or enforceability of the remaining provisions of this Agreement or any 
instrument or agreement required hereunder. 

the Banks, the Swap Banks and the Physical Trade Banks and their permitted successors and assigns, and no other Person (including, 
without limitation, the Borrower) shall be a direct or indirect legal beneficiary of, or have any direct or indirect cause of action or claim in 
connection with, this Agreement. 

3.05 Successors and Assigns . The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto 

3.06 Kntepration-. This Agreement comprises the complete and integrated agreement of the parties on the subject matter hereof and 

3.09 No Third Parties Benefited . This Agreement is made and entered into for the sole protection and legal benefit of, the Agent, 

10 
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3.10 Survival. etc. 
(a) All covenants and agreements contained herein shall survive the execution and delivery hereof. 
(b) The terms of this agreement shall survive and shall continue in 1 1 1  force and effect in any bankruptcy or other proceeding 

referred to in Section 9.01(e) and (0 of the Credit Agreement. References to the Borrower herein shall include the Borrower as a 
debtor and debtor in possession and any receiver or trustee appointed in any such proceeding. 

been indefeasibly paid in full and (ii) such party releases all of its rights in and liens on the Collateral and rights hereunder. 
(e) No party shall have any right to terminate its obligations hereunder except if (i) all Obligations to such party shall have 

(d) All rights, interests, agreements and obligations ofthe party hereto shall remain in full force and effect irrespective of 
(i) any lack of validity or enforceability of any Loan Documents, Swap Contraci, Physical Trade Contract or Obligations 

or validity or perfection of any liens thereunder; 
(ii) except as otherwise set forth in this Agreement, any change in the time, manner or place of payment of, or in any 

other terms of, all or any of the Obligations, or any amendment or waiver or other modification, including any increase in the 
amount thereof, whether by course of conduct or otherwise, of the terms of any Loan Document, Swap Contract, Physical 
Trade Contract or Obligation; 

(iii) any release or subordination of any security interest in any Collateral or any other collateral, any substitution of 
collateral, or any amendment, waiver or other modification, whether in writing or by course of conduct or otherwise, of any 
such security interest; 

(iv) any other circumstances which otherwise might constitute a defense available to, or a discharge or, the obligations 
under this Agreement. 

3.11 GoverninP Law and Jurisdiction. 

OF THE STATE OF NEW YORK WITHOUT REGARD TO CONFLICTS OF LAWS PRINCIF'LES THEREOF OTHER 

(b) ANY LEGAL ACTION OR PROCEEDING WITH RESPECT TO THIS AGREEMENT MAY BE BROUGHT IN 
THE STATE COURTS LOCATED IN NEW YORK COUNTY, CITY OF NEW YORK, STATE OF NEW YORK OR I N  
TELE UNITED STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT OF NEW YORK AND BY EXECUTXON 

(a) THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRllED IN ACCORDANCE WITH, THE LAW 

THAN SECTION 5-1401 AND 5-1402 OF THE GEN'ERAL OBLIGATIONS LAW OF THE STATE OF NEW YORK 

AMD DELIVERY OF TKTS AGREEMENT, THE BORROWER, AGENT, EACH SWAP BANK AND EACH PHYSICAL 
TRADE BANK CONSENTS, FOR ITSELF AND IN RESPECT OF ITS PROPERTY, TO THE NON-EXCLUSIVE 
JURISDICTION OF THOSE COURTS. THE BORROWER, AGENT, EACH BANK, 
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SWAP BANK AND EACH PHYSICAL, TRADE BANK IRREVOCABLY WAIVES ANY OBJECTION, INCLUDING 
ANY OBJIECTION TO THE LAYING OF VENUE OR BASED ON THE GROUNDS OF FORUM NUN CONVENIENS, 
WHICH 1T MAY NOW OR HEREAFTER HAVE TO THE BRINGING OF ANY ACTION OR PROCEEDXNG 1N SUCH 
JURISDlCTlON IN RESPECT OF THIS AGREEMENT. 

3.12 Waiver of Jury Trial. THE PARTES EACH WAIVE THEIR RESPECTIVE RIGHTS TO A TRIAL BY JURY OF ANY 
CLAIM OR CAUSE OF ACTION BASED UPON OR ARISING OUT OF OR RELATED TO THIS AGREEMENT OR THE 
TRANSACTIONS CONTEMPLATED HEREBY IN ANY ACTION, PROCEEDING OR OTHER LITIGATION OF ANY TYPE 
BROUGHT BY ANY OF THE PARTIES AGAINST ANY OTHER PARTY OR ANY PARTICIPANT OR ASSIGNEE, WHETHER 
WITH RESPECT TO CONTRACT CLAIMS, TORT CLANS, OR OTHERWISE. THE PARTIES AGREE T m T  ANY SUCH 
CLAM OR CAUSE OF ACTION SHALL BE TRIED BY A COURT TRIAL WITHOUT A JURY. WITHOUT LMTING THE 
FOREGOING, THE PARTIES FURTHER AGREE THAT TliElR RESPECTIVE RIGHT TO A TRIAL BY JURY IS WAIVED BY 
OPERATION OF THIS SECTION AS TO ANY ACTION, COUNTERCLAIM OR OTHER PROCEEDWNG WHICH SEEKS, IN 
WHOLE OR IN PART, TO CHALLENGE THE VALIDITY OR ENFORCEABLLITY OF THIS AGREEhGNT OR ANY PROVISION 
HEREOF. THIS WAIVER SHALL APPLY TO ANY SUBSEQUENT AMENDMENTS, RENEWALS, SUPPLEMENTS OR 
MODIFICATIONS TO THIS AGREEMENT. 

3.13 Entire Acreement . THIS AGREEMENT EMBODIES TNE ENTIRE AGREEMENT AND UNPIERSTANI)ING AMONG 
THE PARTIES RELATING TO ITS SUBJECT MATT'ER, AND SUPERSEDES ALL PRIOR OR CON?EMPORAl%OUS 
AGREEMENTS AND UNDERSTANDINGS OF SUCH PERSONS, VERBAL OR WRITTEN, RELATING TO THE SUBJECT 
MATTER HEREOF. 

3.14 intercreditor Apeem_ent ~ Each party hereto agrees that it shall take no action to terminate its obligations under this Agreement 
and will otherwise be bound by and take no actions contrary to this Agreement; provided that the foregoing shall not limit or impair the 
right of any Bank to assign its rights and delegate its obligations arising under the Credit Agreement pursuant to Section 11.08 of the 
Credit Agreement. 

3.15 SPT CONTRACTS . FOR THE AVOIDANCE OF DOUBT, N O ' I m G  IN "IS  AGREEMENT SHALL BE CONSTRUED 
AS CREATING ON BEHALF OF ANY SPT BANK AN OBLIGATION OF ANY KIND TO ENTER INTO A SPT CONTRACT AT 
ANY TIME. 

3.16 Joinder . From and after the date hereof, any entity that would qualify as a SPT Bank (as defined in the Credit Agreement) 
upon becoming a party to this Agreement, join this Agreement by executing an Intercreditor Agreemeut Addendum in the form attached 
hereto as Exhibit A .  

[SIGNATURES FOLLOW] 

12 

11 ttp://www. irivestquest. com/iy/a/ato/fin/8Wato 81tO4O4O8 .htm 9/11 7/2009 



ATMOS E E R G Y  COW (Form: 8-K.) Page 61 of 71 

R\l WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed and delivered by their proper and 
duly authorized officers as of the day and year first above written. 

FORTIS CAPITAL CORP., as Agent 

By: 
Name: Irene C.  Rummel 

Is/ E N E  C. RUMMEL - 

Title: Director 

-- By: Is/ CHAD CLARK 
Name: Chad Clark 
Title: Director 

Address for Notices : 

15455 North Dallas Parkway, Suite 1400 
Addison, Texas 75001 
Attention: Irene C. Rummel 
Telephone: (214) 953-9313 
Facsimile: (214) 969-9332 

FORTIS CAPITAL COW., as a Bank 

By: KIREW C. RUMMEL, -- 
Name: Irene C. Rummel 
Title: Director 

-- By: Is/ CHAD CLARK 
Name: Chad Clark 
Title: Director 

FORTIS ENERGY MARKETING & TRADING 
GP , as a Swap Bank and a Physical Trade Bank 

By: Is/ D A W  J. GREEN --- 
Name: David .I. Green 
Title: Managing Director 

By: Is/ WlLLlAM DAVID DURAN 
Name: William David Duran 
Title: Managing Director 

Address forNotices : 

1100 Louisiana Streel, Suite 4900 
Houston, Texas 77002 
Attention: Credit Manager 
Telephone: (713) 393-6800 
Facsimile: (7 13) 890-3 1 1 1 

[Signature Page to Xntercreditor Agreement] 

BNP PARTBAS, 
as a Bank and as a Swap Bank 

--- By: IS1 EDWARD 1<. CHIN -- 
Name: Edward IS. Chin 
Tide: Manw’ng Director 

By: Is1 ANDREW STRATOS 
Name: Andrew Stratos 
Title: Vice President 
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787 Seventh Avenue 
New York,NY 10019 
Attention: Ed Chin 
Phone: (212) 841-2020 
Fax: (212) 841-2536 

[Signature Page to Intercreditor Agreement] 
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SOClI?,Tk GkN&ALJE, 
as aBank and as a Swap Bank 

By: I S ~  BARBARA PAULfjEN 
Name: Barbara Paulsen 
Title: Managing Director 

- By: Is/ E M M A W L  CHESNEAAU 
Name: Emmanuel Chesneau 
Title: Managing Director 

Address for Notices : 

1221 Avenue of the Americas 
New York, NY 10020 
Attn: Barbara Paulsen 
Phone: (212) 278-6496 
FEW: (212) 278-7953 

[Signature Page to Intercreditor Agreement] 
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NATMLIS, acting through its New York Branch, 
as a Bank and Swap Bank 

i By: /s i  DAVID PERSHAD 
Name: David Pershad 
Title: Managing Director 

By: Is/ JULlEN MATHIEU 
Name: Mien Mathieu 
Title: Associate Director 

Address for Notices : 

125 1 Avenue of the Americas, 34 Floor 
New York, New York 10020 
Attention: David Pershad 
Telephone: (212) 872-5015 
Facsimile: (212) 354-9095 

[Signature Page to Intercxeditor Agreement] 
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RZB FKNANCE LLC, as a Bank 

By: /s/ HE- KIROLOS 
Name: Hermine Kirolos 
Title: Group Vice President 

By: Is1 ASTRID WILKE 
Name: Astrid Wilke 
Title: Vice President 

Address for Notices : 

1133 Avenue of the Americas 
New York, New York 10036 
Attention: Hermine Kirolos 
Telephone: (212) 845-41 14 
Facsimile: (212) 944-6389 

[Signature Page to Intercreditor Agreement] 
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THE BANK OF TOKYO-MITSUBISBX UFJ, LTD., 
asaBank 

By: 1st LpNLlA TERRY 
Name: Linda Terry 
Title: Vice President and Manager 

Addless for Notices : 

The Bank of Tokyo-Mitsubishi UFJ, Lid., 
New York Branch 
1251 Avenue of the Americas 
New York, New York 10020- I 104 
Attention: USCB Portfolio Management Group 
Facsimile: (212) 782-4979 

with a CODY to : 

The Bank of Tokyo-Mitsubishi UFJ, Ltd., 
Houston Agency 
1100 Louisiana Street, 
Suite 2800 
Houston, Texas 77002 
Attention: Damain Sullivan 
Telephone: (713) 655-3808 
Facsimile: (713) 658-01 16 

[Signature Page to Intexcreditor Agreement] 
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BROWN BROllTERS HARIWMAN & CO., 
as aBank 

By: /s/ M I C W L  L. VELLUCCI 
Name: Michael L. Vellucci 
Title: Senior Vice President 

Address for Notices : 

140 Broadway 
New Y ork, NY 10005 
Attention: Paul Feldman 
Telephone: (212) 493-7732 
Facsimile: (212) 493-8998 

[Signature Page to Intercreditor Agreement] 
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THE ROYAL BANK OF SCOTLAND plc, 
asaBank 

i 
--I 

By: /S I  MATTHEW h4.AD- 
Name: Matthew Main 
Title: Managing Director 

By: 
Name: 
Title: 

Address for Notices : 

10 1 Park Avenue, 6 th Floor 
New York ,New York 10178 
Attention: Alisa Williams 
Telephone: (212) 401-3200 

With co-pies to : 

600 Travis St, Suite 6500 
Houston, Texas 77002 
Attention: Matthew Main 
Telephone: (713) 221-2441 
Facsimile: (713) 221-2430 

[Signature Page to Intercreditor Agreement] 

hitp : //www. invest que st. com/iq/a/ato/fdSk/ato 8 k04040 8, htm 9/ 1 7/2009 



ATMOS ENERGY CORP (Form: 8-K) Page 69 of 71 

CONSENTED AND AGREED TO: 

ATRlOS ENERGY MARKETING, LLC 

By: / S / C . C € W  ALFORD 
Name: C. Richard Alford 
Title: Senior Vice President 

Address for Notices : 

13430 Northwest Freeway, Suite 700 
Houston, TX 77040 
Attention: Ronald W. Bahr 
Telephone: (71 3) 688-7771 
Facsimile: (713) 688-5124 

[Signature Page to Intercreditor Agreement] 

littp ://MI. i nvestquest. coxdiq/a/ato/fin/8 k/ato8 it04040 8 .‘ntni 911 7/2009 



ATMOS ENERGY COW (Form: 8-IC) Page 70 of71 

EXHIBIT A *ro 
INTERCREDITOR AGREEMENT 

INTERCREDITOR AGREEMENT ADDENDUM I 

Reference is made to the NIERCREDITOR AGREEMENT ADDENDUM, dated as of March 3 1,2008 (as amended, 
supplemented or otherwise modified from time to time, the “ Agreement ”), among FORTIS CAPITAL COW., a Connecticut 
corporation, in its capacity as Collateral Agent (together with its successors and assigns in such capacity, the ‘‘ Am”) for the Banks, 
Swap Banks, Physical Trade Banks and each other financial institution from time to time party thereto. Unless otherwise defined herein, 
capitalized terms used herein and defined in the Agreement are used herein as therein defined. 

Upon execution and deIivery of this Addendum, the undersigned shall, pursuant to Section 3.16 of the Agreement and to the extent 
that the undelsigned otherwise qualifies as a SPT Bank under the Credit Agreement, become a SPT Bank under the Agreement effective 
as of the date hereoz with the maximum close out amounts set forth in Schedule 1 heIeto; provided that each close-out amount listed on 
~ - _ _  Schedule 1 hereto shall not be greaterthan the largest maximum amount listed in the applicable column of the table of close-out amounts 
set forth under the deiioition of “Permitted SPT Bank Close-Out Amounts” and if any amount on Schedule 1 hereto exceeds such amount, 
such amount set forth in Schedule 1 will be reduced by the required amount so that such amount matches the largest maximum amount 
listed in such table. The table of close-out amounts set out under the definition of “Permitted SPT Bank Close-Out Amounts” shall be 
updated, as of the date hereoc to reflect the new SPT Bank and its maximum close-out amounts as set forth on Schedule 1 subject to the 
foregoing limitations. 

THIS ADDENDUM S I U L  BE GOVERNED BY, AND CONSTRUED AND INTERPRETED M ACCXXUANCE WITH, THE 
LAWS OF THE STATE OF NEW YORK. 

This Addendum may be executed by one or more of the parties hereto on any number of separate counterparts, and all of said 
counterparts taken together shall be deemed to constitute one and the same instrument. Delivery of an executed signatue page hereof by 
facsimile transmission shall be effective as delivery of a manually executed counterpart hereof. 

IN WITNESS WI-LEREOF, the undersigned hereto has caused this Addendum to be duly executed and delivered by its proper and 
duly authorized officer as of this -day, of ., 200 -. 

PAhE OF NEW SPT BANK] 

BY: -- 
Name: 
Title: 

9/17/2009 
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SCHEDLEE 1 TO 
INTERCREDITOR ADDENDUM 
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SECIJRFT s 
Washington, D.C. 20549 

Current Report Pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 

February 5,2008 
Date of Report (Date of eariiest event reported) 

ATMOS ENER Y CORPORATIQN 
(Exact Name oCRegistrant as Specified in its Charter) 

TEXAS AND VIRGINIA 1-10042 
(State or Other Jurisdiction 

of Incorporation) 
(Commission File Number) 

1800 THREE LINCOLN CENTRE, 
5430 LBJ FREEWAY, DALLAS, I’EXAS 

(Address of Principal Executive Offices) 

(972) 934-9227 
(Registrant’s Tclcphonc Number, Including Area Code) 

Not AppIicabIe 
(Former Name or Former Address, if Changed Since h s t  Report) 

75-1743247 
(LRS. Employer 

Identification No.) 

75240 
(Zip Code) 

Check the appropriate box below ifthe Form 8-K filing i s  intended to simultaneously satisfy the filing obIigation of the 
registrant under any of the following provisions: 

El 

U 

R 

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2@)) 

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (1 7 CFR 240.13e-4(c)) 
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Item 2.02. Results of Operations and Financial Condition. 
On Tuesday, February 5,2008, Atmos Energy Corporation (the “Company”) ainounced in a news release its financial 

results for the first quarter of the 2008 fiscal year, which ends September 30,2008 and that certain of its officers would 
discuss such fmancial results in a conference call on Wednesday, February 6,2008 at 8:OO a.m. Eastern time. In the release, 
the Company also announced that the conference call would be webcast live and that slides for the webcast would be 
available on its Web site for all interested parties. 

attached hereto shall not be deemed to be “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as 
amended, or otherwise subject to the liabilities of that section, nor shall such information be deemed incorporated by 
reference into any filing under the Securities Act or the Exchange Act. 

A copy of the news release is f inished as Exhibit 99.1. The information furnished in this Item 2.02 and in Exhibit 99.1 

Item 9.01. Financial Statements and Exhibits. 

(d) Exhiiits 

99.1 News Release issued by Atmos Energy Corporation dated February 5,2008 

9/17/2009 
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SIGNATURE 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused tliis report to be 
signed OD its behalf by the undersigned hereunto duly authorized 

ATMOS ENERGY CORPORATION 
(Registrant) 

DATE: February 5,2008 By: IS/ LOUIS P. GREGORY II-- 
Louis P. Gregory 
Senior Vice President and General Counsel 
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INDEX TO EXHJBITS 

Exhibit 
Number Description --.- 

99.1 
Exhibit 99.1 

News Release dated February 5,2008 (furnished under Item 2.02) 

energy 
News Release 

Analysts and Media Contact: 
Susan Giles (972) 855-3729 

Atmos Energy Corporation Reports Earnings for the Fiscal 2008 )First Quarter; 
Company Affirms Fiscal 2008 Guidance 

DA1,LAS (February 5,2008)---Atmos Energy Corporation (NYSE: ATO) today reported consoIidated results for its fiscal 
2008 first quarter ended December 3 1,2007. 

Fiscal 2008 first quarter net income was $73.8 million, or $0.82 per diluted share, compared with net income of 
$8 1.3 million, or $0.97 per diluted share in the prior-year quarter. 

Regulated operations contributed $50.0 million of net income, or $0.56 per diluted share for the fiscal 2008 first 
quarter, compared with $41.5 million of net income or $0.50 per diluted share in the prior-year quarter. 

Nonregulated operations contributed $23.8 million of net income in the fiscal 2008 f rs t  quarter, or $0.26 per 
diluted share, compared with $39.8 miIlion of net income or $0.47 per diluted share for the same period last year. 

The tentative Mid-Tex Division rate case settlement, with a group representing 52 percent of the division’s 
customers announced in January 2008, is anticipated to have no material impact on fiscal 2008 results. 

Amos Energy affirms its fiscal 2008 earnings guidance of $1.95 to $2.05 per diluted share. 

“The year is off to a fine start,” said Robert W. Best, chairman, president and chief executive officer of Attnos Energy 
Corporation. “Our regulated gas distribution business performed solidly this quarter, with net income rising over 25 percent 
fiom a year ago. Successful execution of our regulatory strategy has hrther stabilized margins in this core segment. And, in 
our nonregulated marketing business, although dampening natural gas price volatility provided less opportunity to generate 
the margins achieved over the last couple of years, we are encouraged that our marketing efforts continue to generate 
increasing sales volumes.” 

Natural gas distribution gross profit increased $10.6 million to $273.2 million for the fiscal 2008 frst quarter, compared with 
$262.6 million in the prior-year quarter, before intersegment eliminations. This increase primarily reflects a net $9.3 million 
increase in rates in the company’s Mid-Tex, Louisiana, Tennessee and Kentucky service areas. 
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Regulated transmission and storage gross profit increased $5.1 million to $45.0 million for the three months ended 
December 3 1,2007, compared with $39.9 million for the three months ended December 3 1,2006, before intersegment 
eliminations. This increase reflects higher revenues resulting from the company’s 2006 filing under the Texas Gas Reliability 
lnfiastructure Program (GRIP), a 17 percent increase in throughput, primarily associated with increased production in the 
Bamett Shale and Carthage regions in Texas and higher per unit margins attributable to more favorable market conditions. 
These increases were partially offset by lower fees for storage, parking and lending services. 

Natural gas marketing gross profit decreased $17.1 million to $46.0 million for the fiscal 2008 first quarter, compared with 
$63.1 million for the fiscal 2007 f i s t  quarter, before intersegment eliminations. This decrease prixnariIy reflects a $20.5 
million reduction in unrealized margins quarter over quarter. Additionally, delivered gas margins decreased $1.9 million, 
compared with the prior-year quarter, despite a 24 percent increase in sales volumes, due to significantly lower unit margins 
earned in a less volatile market. Realized losses incurred from Atmos Energy Marketing’s (AEM) storage and trading 
activities decreased $5.3 million during the current-year quarter compared to the prior-year quarter. The decrease reflects 
smaller losses incurred on the settlement of financial positions, partially offset by lower margins earned from cycling gas in a 
less volatile natural gas market. 

Pipeline, storage and other gross profit decreased $5.1 d o n  to $6.0 milJion for the t h e e  months ended December 31,2007, 
compared with $11.1 million for the three months ended December 3 1,2006, before intersegment eliminations. The decrease 
primarily was due to lower unrealized margins associated with storage and trading activities. 

, 

Consolidated operation and maintenance expense for the first quarter of fiscal 2008 was $121.2 million, compared with 
$1 15.4 million for the fmt  quarter last year. Excluding the provision for doubtfhl accounts, operation and maintenance 
expense for the current quarter increased $7.9 ruillion, compared with the prior-year quarter. The increase primarily was 
attributable to higher employee, pipeline maintenance, odorization and fuel costs. 

The provision for doubtful accounts decreased $2.1 million to $4.6 million for three months ended December 3 1,2007, 
compared with $6.7 million for the three months ended December 3 1,2006. The decrease primarily was due to a reduction in 
revenues associated with lower natural gas prices. In the natural gas distribution segment, the average cost of natural gas for 
the three months ended December 31,2007, was $7.73 per thousand cubic feet (Mcf), compared with $8.12 per Mcf for the 
three months ended December 3 1,2006. 

Interest charges for the three months ended December 31,2007 were $36.8 million, compared with $39.5 million for the 
three months ended December 31,2006. The $2.7 million quarter-over-quarter decrease primarily was due to lower average 
short-term debt balances experienced in the current period. 

The capitalization ratio at December 31,2007, was 53.4 percent, compared to 53.7 percent at September 30,2007, and 54.9 
percent at December 31,2006. Short-term debt was $202.2 million at December 3 1,2007, compared to $150.6 million at 
September 30,2007, and $154.5 million at December 3 1,2006. 

For the three months ended December 31,2007, operating activities provided cash of $61.4 million, compared with $165.0 
million for the three months ended December 3 1 , 2006. Quarter over quarter, the decrease in operating cash flow reflects 
unfavorable changes in various working capital items, primarily related to the natural gas marketing business and matters 
related to the timing of tax payments and receivables. 
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Capital expenditures increased to $94.2 million for the current quarter, compared with $87.0 million for the same period last 
year. The $7.2 million increase primarily reflects spending in the natural gas distribution segment related to the company’s 
new automated metering initiative. 

Outlook 

The leadership of Atmos Energy remains focused on enhancing shareholder value by delivering consistent earnings growth. 
Amos Energy continues to project fiscal 2008 earnings to be in the range of $ I .95 to $2.05 per diluted share and capital 
expenditures are expected to range from $450 million to $465 million. Major assumptions underlying the earnings projection 
remain unchanged. The assumptions include a reduced contribution from the natural gas marketing segment due to less 
volatility in natural gas prices, continued successful execution of the rate strategy in the natural gas distribution segment, 
normal weather, an average annual short term-interest rate of 6.5 percent and no material acquisitions. However, the mark-to- 
market impact on the nonregulated marketing company’s physical storage inventory at September 30,2008, and changes in 
events or other circumstances that the company cannot currently anticipate or predict, could result in earnings for fiscal 2008 
that are significantly above or below this outlook. 

Conference Call to be Webcast February 6,2008 

Atmos Energy will host a conference call with financial analysts to discuss the financial results for the fiscal 2008 first 
quarter on Wednesday, February 6,2008, at 8 a.m. EST. The telephone number is 800-240-4186. The conference call will be 
webcast live on the Amos Energy Web site at www.atmosenerg.com . A playback of the call will be available on the Web 
site later that day. Atmos Energy officers who will participate in the conference call include: Bob Best, chairman, president 
and chief executive officer; Pat Reddy, senior vice president and chief financial officer; Kim Cocklin, senior vice president, 
regulated operations; Mark Johnson, senior vice president, nonregulated operations; Fred Meisenheher, vice president and 
controller; Laurie Shenvood, vice president, corporate development, and treasurer; and Susan Giles, vice president, investor 
relations. 

Highlights and Recent Developments 

Mid-Tex Division Tentative Rate Case Settlement 
On January 10,2008, the company announced that it had entered into a settlement agreement with the Atmos Cities Steering 
Committee (‘“ACSC”), on behalf of its 151 cities located in the division. Such cities represent about 52 percent of the total 
number of residential customers in the Mid-Tex Division. The settlement agreement is subject to approval by each of the 
cities in the ACSC. Key provisions of the settlement include an increase of about 20 cents per month in the average 
residential customer’s bill, effective March 1,2008, the implementation of a Rate Review Mechanism (RRM) to be effective 
for a three-year trial period that will reflect annual changes in the Mid-Tex Division’s cost of service and rate base and an 
authorized return on equity of 9.6 percent, with the cost of debt and capital structure substantially unchanged from the Mid- 
Tex Division’s prior rate case. 

The company remains in negotiations with cities which represent the majority of the remaining Mid-Tex customers. Hearings 
are scheduled to begin February 25,2008, for the cities that have not reached a settlement by that date. As a result of the 
uncertainty surrounding the final outcome of these negotiations and the timing of the implementation of the new rates granted 
in the tentative settlement agreement, Atmos Energy anticipates that the settlement will not have a material impact on fiscal 
2008 results. 
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FlERC Investigation 
On December 13,2007, the company received data raquests &om the Division of Investigations of the Office of Enforcement 

violations of the Commission’s posting and competitive bidding regulations for pre-arranged released 
natural gas pipelines. The company submitted its responses to the data requests on a timely basis and intends to fblly 
cooperate with the Commission during its investigation. 

of the Federal Energy Regulatory Commission (the “Commission”) in connection with its investigation into possible I 

capacity on 

Forward-Looking Statements 

Tlie malters discussed in this news release may contain “forward-looking statements” within the meaning of Section 27A of 
the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. All statements other than statements of 
historical fact incIuded in this news release are forward-looking statements made in good faith by the company and are 
intended to qualify for the safe harbor from liability established by the Private Securities Litigation Reform Act of 1995. 
When used in this news release or in any of the company’s other documents or oral presentations, the words “anticipate,” 
“believe,” “estimatey” “expect,” “forecast,” “goal,” “intend,” “objective,” “plan,” ‘cprojection,’7 “seek,” “strategy” or similar 
words are intended to identify forward-looking statements. Such forward-looking statements are subject to risks and 
uncertainties that could cause actual results to differ materially from those discussed in this news release, incIuding the risks 
and uncertainties relating to regulatory trends and decisions, the company’s ability to continue to access the capital markets 
and the other factors discussed in the company’s SEC filings. These factors include the risks and uncertainties discussed in 
the company’s Annual Report on Form 10-K for the fiscal year ended September 30,2007. Although the company believes 
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. The company undertakes no obligation to update or revise forward- 
looking statements, whether as a result of new information, future events or otherwise. 

About Atmos Energy 

Atmos Energy Corporation, headquartered in Dallas, is the country’s largest natural-gas-only distributor, serving about 
3.2 million natural gas distribution customers in more than 1,600 communities in 12 states &om the Blue Ridge Mountains in 
the East to the Rocky Mountains in the West. Atmos Energy also provides natural gas marketing and procurement services to 
industrial, commercial and municipal customers in 22 states and manages company-owned natural gas pipeline and storage 
assets, including one of the largest intrastate natural gas pipeline systems in Texas. Atmos Energy is a Fortune 500 company. 
For more information, visit www.atmose~ergy.com . 
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Amos Energy Corporation 
Financial Highlights (LJnaudited) 

Statements of Income 
(000s except per sbare) 

Gross Profit: 
Natural gas distribution segment 
Regulated transmission and storage segment 
Natural gas marketing segment 
Pipeline, storage and other segment 
Jitersegment eliminations 
Gross profit 

Operation and maintenance expense 
Depreciation and amortization 
Taxes, other than income 

Total operating expenses 

Operating income 
Miscellaneous income (expense) 
Interest charges 

Income before income taxes 
Income tax expense 
Net income 

Basic net income per share 
Diluted net income per share 

Cash dividends per share 

Weighted average shares outstanding: 
Basic 
Diiuted 

Summary Net Income by Segment (000s) 
Natural gas distribution 
Regulated transmission and storage 
Natural gas marketing 
Pipeline, storage and other 

Consolidated net income 

5 

Three Months Ended 
December 31 

2007 2006 -- -- 

$273,200 
45,046 
45,963 

5,998 

369,63 8 

121,189 
48,513 
4 I ,427 

21 1,129 

158,509 

36,8 17 

121,599 

(569) 

(93) 

47,796 
$ 73,803 
-- 

$262,568 
39,872 
63,134 
11,108 
(1,090) 

375,592 

11 5,370 
48,995 
40,067 

204,432 

171,160 
1,579 

39,532 

133,207 
5 1,946 

$ 81,261 

$ 0.83 $ 0.98 
$ 0.82 $ 0.97 

$ .325 $ .320 

89,006 82,726 
89,608 83,350 

Three Months Ended 
Deccmbcr 31 

2006 2007- - 
$40,164 $31,834 

9,847 9,651 
20,600 34,947 

3 192 4,829 
$73,803 $81,261 
A- 

== 

Percentage 

- Change 

4% 
13% 

(27)% 
(46)% 
48% 
(2)% 

5% 
(1)% 
3 yo 
3 yo 

~- 

(7)% 

(7)% 

(9)% 

(1 06)% 

(8)% 
(9)% 

Percentage 

Chanze 
26% 
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Atmos Energy Corporation 
Financial Highlights, continued (Unaudited) 

Condensed Balance Sheets 
(000s) 

Net property, plant a id  equipment 

Cash and cash equivalents 
Cash held on deposit in margin account 
Accounts receivable, net 
Gas stored underground 
Other current assets 

Total current assets 

GoodwiU and intangible assets 
Deferred charges and other assets 

Shareholders’ equity 
Long-term debt 

Total capitalization 

Accounts payable and accrued liabilities 
Other current liabilities 
Short-term debt 
Current maturities of long-term debt 

Total current liabilities 

Deferred income taxes 
Deferred credits arid other liabilities 

http://www.investquest. com/iq/a/ato/fin/8Matosk020508 .htm 

December 31, 

2007 

$3,888,126 

5 1,874 

776,866 
564,426 
126,855 

1,520,021 

737,536 
254,080 

$6,399,763 

$2,032,483 
2,124,915 

4,157,398 

739,807 
389,937 
202,244 

3,618 

1,335,606 

3 78,425 
528,334 

$6,399,763 

- 

6 

Page 9 of 10 

September 30, 

2007 

$3,836,836 

60,725 

380,133 
515,128 

- 1 12,909 

1,068,895 

737,692 
253,494 

$5,896,9 17 

$1,965,754 
2,126,3 1 5 

4,092,069 

355,255 
409,993 
150,599 

3,831 

- 

9~9,67x 

370,569 
5 14,601 

$5,896,917 

9/17/2009 

http://www.investquest


ATMOS ENERGY COW (Form: 8-K) Page 10 of 10 

Atmos Energy Corporation 
Financial Highlights, continued (Ilnaudited) 

Condensed Statements of Cash Flows 
(000s) 

Cash flows from operating activities 

Net income 
Depreciation and amortization 
Deferred income taxes 
Changes in assets and liabilities 
Other 

Net cash provided by operating activities 

Cash flows from investing activities 

Capital expenditures 
Other, net 

Cash flows from financing activities 

Net increase (decrease) in short-term debt 
Repayment of long-term debt 
Cash dividends paid 
Net proceeds &om equity offering 
Issuance of common stock 

Net cash used in investing activities 

Net cash provided by (used in) financing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end of period 

Statistics 
Heating degree days * 
Percent of normal * 
Consolidated natural gas distribution throughput (MMcf as 

Consolidated regulated transmission and storage 

Consolidated natural gas marketing sales volumes (MMcf) 
Natural gas distribution meters in service 
Natural gas distribution average cost of gas 
Natural gas marketing net physical position (Bcf) 

* Adjusted for weather-nor.maliz.ed oper.alioiis, 

metered) 

transportation volumes (MMcf) 

### 

7 

Thrce Months Ended 
December 31 

2006 -___ 2007 --- 

$ 73,803 
48,536 
11,978 

(77,286) 
4,406 

61,437 

(94,155) 

(96,029) 
( 1,874) 

50,690 

(29,178) 

5,970 
25.741 

v,74 1 1 
__ 

(8985 1) 
60,725 

$ 5 1,874 

Three Months Ended 

$ 81,261 
49,078 
13,869 
16,043 
4,7 1 8 

164,969 

(86,986) 

(88,3 10) 
(1,324) 

(227,945) 
(1,7 1 7) 

(26,261) 
192,26 1 

5,594 
(58,068) 

18,591 
75,815 

$ 94,406 

December 31 
2007 2006 

1,081 1,135 
98% 101% 

118,516 1 19,094 

13 6,200 116,813 
96,206 77,526 

3,222,330 3,2 13,4 1 3 
$ 7.73 $ 8.12 

17.7 21.0 
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