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It was the result of a bit of luck and a lot
of dedication. We had just been spun
off in October from Pioneer Corpora-
tion, and our employees were being told
by former colleagues that the company

couldn’t survive the first year.

Then in late Novernber, the coldest
winter in half a century swept across
West Texas, and the freezing tempera-
tures lasted for weeks. We sold more
natural gas than ever, and we made a lot
of money that first year,

The employees who came with us were
courageous, and [ was dedicated to them.
I was determined to do whatever we had
to do to survive. I think that same dedi-
cation and courage and determination

still exist at Atmos Energy today.

Focus. You have to maintain the focus
that will carry your vision forward.

In the past, our corporate vision was
about growth and development through
acquisitions. That strategy requires
appropriate risk-taking, a bit of gambling
and a lot of courage.

Bob Best was extremely courageous
as CEO in taking steps that tripled the




size of the company. Current CEO Kim
Cocklin is showing a great deal of cour-
age, too, by investing billions of dollars
in the company’s infrastructure through
strategic capital spending. Not to men-
tion, he’s already made tough choices to
divest operations when it made sense. Tt
takes courage to sell profitable opera-
tions. But, it’s all based on your focus for

the future.

You be
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We had to do something, or the company
wouldn't have survived. Our service
territory was limited to West Texas,

and it was not growing. What's more,
the natural gas business in this country

was being deregulated. So, with support
from the board, we devised a plan to
expand and made a tender offer for
Trans Louisiana Gas Company, which
had recently been in play.

CEOQs at other utilities and securities
anatysts told me I was crazy, that the deal
would never close. But, in time, our
negotiations turned friendly, and we
completed the acquisition. Buying Trans
La increased our number of customers

by about 25 percent. We also added many

large industrial users to our customer
mix, and we diversified operations with
a different economy, different customer
demands and different state regulations.
Most important of all, we proved we
could grow by acquiring utility assets.
‘We could build on a bigger base, so that
we could buy an even larger property
the next time around. And, that’s what

we did, again and again.

We're investing in growth by putting
gmg y putiing
pipe in the ground rather than by

acquiring companies. Kim is focusing on

the company’s mission today, not what
it was when Bob was CEO or when I
was CEQO. Kim is a brilliant thinker and
financial strategist as well as a dedicated

people person. He’s transitioning the
company’s focus from acquiring assets
to investing in existing assets; he's rein-
forcing the infrastructure to seek stable
earnings growth in the years ahead.



There's more to success than just the bot-

tom line and the latest quarterly finan-
cials. Kirmn, Bob and I share a common
commitment to Atmos Energy’s employ-
ees. That dedication to the employees has
built a stronger base than anything else
this company could ever have done.

You can talk to a company meter
reader you see on the street—and I've
literally done it-—and he'll tell you how
much he and his fellow employees love
this company and how dedicated they
are to its success. It’s quite contagious.

Bob carries this enthusiasm for people
forward, and Kim demonstrates the
same passion, too. With such a spirit, it’s

easier to see the longer-term, larger pic-
ture. That's what makes Atmos Energy
enduring ... financially or otherwise.
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One thing that should never change is
what’s inside you-honesty, good moral
character, integrity and dedication to
those around you. A selfish view of the
world undercuts your own effort and
career while it causes the company to
start going downhill. I'm confident
Atmos Energy is prepared for the
future because of the strong character




of its employees. Our success is due to
the individual integritv and morality of

each employee.

In my case, I guess that’s where igno-
rance came in. I was a thorn in the side
of management. I was always looking
for better ways to do things and was
always curious. I roamed around all the
departments after [ was transferred
to the company headquarters. I saw
things that could be tied together to be
improved. So, T was always in my boss’s
office, recommending how we could do
things better.

['was nosy, and I wasn't afraid to speak
up. When you speak up, it should never

be about you, but about all of us and the
good of the company as a whole.

You

We were building a company to last, not
one to flip. 1 gave up raises and stock
options, so employees could get them. |
could have sold the company and made
a lot of money personally and retired.
But, I could never take advantage of the
situation for personal gain. I had worked
my way up from humble beginnings, and
s0 had most of the company’s employees.
The trust among us would never have
allowed me to betray their dedication to
the company.

If you want a good, clean, high-quality
company, you have to make decisions
that are good, clean and high-quality.

How do you stay true to your prom-
ise? Again, it’s focus. Many leaders begin
to think they're untouchable, Once they
get to the top, they get carried away and
go off in selfish directions. They want
to buy this company, expand into that
territory, join the jet set, or whatever.

Their decision-making deteriorates from

what’s good for the company to what’s
exciting for them.

That kind of thinking wasn’t for me.
And, when I look at our company
leaders today, it’s the same. They’re all
working together, pulling for the team.

Why did you retire af ar

I knew it was time for a change. We
needed a personality different from mine
to run the company. We needed some-
one to succeed me who could take the
company to the next level. It took me a
while to find the right person, but I knew
what qualities were needed, and the board
agreed with me. After a few attempts, we
werte finally able to hire Bob Best, and he
was truly the right leader. Selecting him
gave me the physical and mental freedom
to move on, because I knew the company
would be in the right hands.

How de cleat all

you achi

I feel good; however, I often feel guilty
about the management style I had to
use. Needless to say, in looking at the
company today, I feel good about where
it is and where it’s going. The future is so
bright for Atmos Energy, with solid
leadership, motivated employees, a
sound business model and valuable con-
tributions to the communities we serve.
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1l tell you what I feel the best about:
Atmos Energy is in really good shape.
Like Charlie Vaughan, I left at the right
time. I wanted the company to be not
only financially strong, but culturally
sound, as well.

We completed six major acquisitions.
We improved customer service, put in
new customer-support systems, built a
world-class technical training center, set
up a community foundation and forged
supportive political alliances.

Most important, we developed an
engaging culture. Our culture continues
to bloom; our people are engaged. It’s
exciting to see the company progressing
so well in so many ways,

Working at Atmos Energy has been
the highlight of my career. I wouldn’t
have had that opportunity had Charlie
not called me one Sunday morning at
the urging of his wife, Barbara. T can’t
thank Charlie and Barbara enough for
all their support and friendship for my
family and me through the vears. T deeply
respect and love them both.

Iam also proud of working with
Charlie and the board to bring Kim
Cocklin to Atmos Energy. Kim and 1
have been friends for more than 30
years. He is an excellent leader who
cares deeply about our employees. He
is doing an exceptional job as CEO.

How will #

Houe o move

Pve always said, if you make business
about business, it’s hard to rally your
employees, It really is. Instead, you've



got to build a business on the foundation
of a great culture. »

To cultivate a great culture means a
lot of things. It means picking the right
people, promoting the right people and
treating everyone fairly. What employees
believe drives everything, Their attitude
and spirit drive customer service, which
is our reputation, safety practices, com-
munity service and financial perfor-
mance. Culture drives everything.

You have to focus on financial per-
formance, too, because we're measured
by our results. But, to grow the financial
performance, you have to create the right
chemistry and the right environment.

Unlike most companies, Atmos Energy
has had tremendous continuity with
Charlie Vaughan, myself and now Kim
Cocklin. Our genuine mutual respect,
admiration and friendship show that
we are like-minded about the value of
creating a great culture.

cial about AtmoSpiris

It’s always intrigued me that companies
spend millions of dollars on what
would call technical training. Yet, they
don’t spend much on what I call spiritual
training to develop the individual in his
or her career.

When I was first named CEO of
another company at age 38, I thought
you could tell people how to behave. But,
everyone hears it differently if there’s no
common language. Without a defined
culture that every employee can see and
experience, there’s no sense of commu-
nity feeling or personal commitment.

So, when we embarked on our Atmo-
Spirit training, I felt strongly that culture
isn’t just something for the rank and file.
It’s for everyone—and our company’s

leaders are required to participate as
much, if not more, than everyone else.

AtmoSpirit is a hands-on experience.
In group meetings, our employees
discuss different situations and role-play
concepts like, “What does teamwork
mean? What does coaching mean?”

In one example, a participant is blind-
folded and instructed to hit a bull's-eye
on a target with a dart, which is almost
impossible. Then, the group leader says,
“Well, let’s try harder!” It’s obvious that
kind of indirection is not coaching, But,
once the group leader tells the employee
that the target is 4 feet away and 6 feet
high, the employee’s chances of hitting
the bull’s-eye go up dramatically. That’s
coaching, and thats the essence of the
culture we instill.

People talk about decisions as though
they’re right or wrong—black or white.
Decisions aren’t innately right or wrong;

they are decisions, and they usually are
colored with lots of grays.

You might decide differently than
I would, yet somebody has to be the
quarterback. Somebody’s got to be the
coach. Somebody’s got to make critical
decisions, and you can't disregard plays
sent in from the sidelines.

So, you take eve{ything into account,
make the best decision you can at the
time and then watch the results.

No one bats 1,000. So, I've always felt

that you cannot let pride, ego or just
plain stubbornness keep you from mod-
ifying a decision to make it better. CEOs
are not omniscient or infallible; we're

just human beings.

My dad was a coachy so, [ really thought
[ might become a coach one day, too.
However, he passed away when [ was a
sophomore in high school, and [ decided
not to go that route. I feel though I have
been a coach in a business setting.

Getting people to understand their
roles. Creating the right environment,
Picking the right people. Achieving the
right chemistry. Expecting certain things
of people. Asking people to work together
and creating a common good. That's
coaching, and winning in business is the
financial score. I feel coaching has been
my calling.



We've stuck to our knitting. We've had a
clear strategic and tactical path as to what
we need to get done. We've stayed focused
on what we know, with our eye on the
ball. We've gotten very good at it, and

we're improving our game all the time.

The vision of Charlie and the board was
a clear expectation that the company
would grow through acquisitions. As

a result, Atmos Energy made 10 major
acquisitions. Each one added growth and
diversity and expanded the foundation
to make succeeding acquisitions. The
company became very good at managing

infrastructure, transitioning systems and
integrating new customers. It also had
a reputation for a sound culture and a
deep commitment to its employees.
Acquiring the TXU Gas assets in
2004 was the largest acquisition the
company had made; it doubled our size.
[t was exciting because we acquired
outstanding assets, extremely talented
employees and the opportunity to serve
550 additional communities in Texas
as well as Dallas, the city where we are

headquartered.




We have worked to improve our rate
structure to help our customers and
the company.

When you're investing billions of dol-
lars in infrastructure improvements, the
saying “time is money” is yery true. We
have sought to begin recovering in rates
the investments we make in infrastruc-
ture as soon as possible as well as to
start earning a return on those invest-
ments. Regulatory lag, as it’s called, can
hinder such a vigorous replacement and
expansion program like ours. We want
our pipelines, compressor stations and
other facilities that deliver natural gas
to be in top working order to ensure safe
and reliable service for our customers
and communities.

We also want our income to be inde-
pendent from our customers consump-
tion, Weather patterns, more-efficient
appliances, customer conservation, even
high gas prices—none of which we can
control—can dramatically affect total
throughput. And, that same volatility
can play havoc with the customers’ bills
or the company’s earnings.

Therefore, we have put in place rate
mechanisms based on the investments
we've made in our system and a fair
compensation for the utility service we

N g

deliver. We earn our income from
operating, maintaining and enhancing
our infrastructure, not from the price of
gas we deliver or the volumes of gas we
deliver. That way our customers get the
best deal from the natural gas they use,
while promoting energy efficiency to
help the environment.

It’s a far more certain way to manage a
gas distribution system while it provides
the quality of service customers demand.
Not surprisingly, our regulators have

agreed with this approach, too.

Strictly defined, natural gas is a fossil
fuel, having a finite volume locked
within the Earth. The supply is not un-
ending, like that of wind or solar energy.
Nevertheless, for years, even energy
experts tended to underestimate the gas
resource base and the role technology

could play in obtaining more natural gas.
Not that long ago, people in our own
industry were warning that wed have gas
shortages or run out entirely.

Natural gas is an abundant and ver-
satile fuel. It’s the best fuel for cooking,
heating, water heating and industrial
manufacturing. One of the biggest chal-
lenges for our industry is to explain the
enormous potential of gas. Coal always
outflanked us in the past, but the claim
of “clean coal” is an oxymoron. Theres
no such thing. Now Americans finally
are coming around to realize how energy
efficient and environmentally beneficial
natural gas is for the country.

Wkt

y
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It was always my goal to retire when the
company was in excellent shape and to
leave with dignity. Equally important

to me was to be viewed as one who had
stayed true to his personal values and
had made decisions based on a strong
moral compass.

I hope to be remembered for creating
a culture in which employees are re-
spected, appreciated and developed, both
personally and professionally. Also, I'm
proud that, with the help of many others
along the way, we were able to grow the
company’s asset base threefold and to
develop a talented leadership team to
guide the company into the future.

Lam full of gratitude for the wonderful
opportunity I was given to lead Atmos
Energy Corporation for 15 years. With
Kim in place as CEO and with the strong
support of the board of directors and
our enterprise leadership team, Atmos
Energy’s future is very bright indeed.

"



Following Charles Vaughan and Bob
Best is like taking over at quarterback
for a team that had Tom Brady or
Peyton Manning playing. The whole
was always greater than the sum of the
parts with Charlie and Bob. They always
helped all the players on the team seek
to reach their full potential. They made
them better.

What I've learned from them is a
tremendous recipe for success. They
took a genuine interest in everybody
they met. They built a great company by
developing a great team.

The road to recovery in this economy is
natural gas. We must have atfordable
energy, telecommunications, financial
services and consumer products. Those
are the four food groups necessary for a
strong economy.

Natural gas is all-American, It’s
affordable and abundant, and it’s going
to remain abundant for decades into the
future. It's also environmentally clean
and safe.

To President Obama’s credit, he has
pushed for a national energy policy
that takes advantage of natural gas. At
the same time, the public is starting to
understand the many benefits of natural

gas. So, the future seems very bright.

There’s no better spot to be than in
natural gas right now, especially if
you're delivering gas to residential and
commercial users. That’s primarily what
we do for a living at Atmos Energy. We
touch more than 3 million natural gas




customers in a positive way, and we
contribute to the economic well-being of
the 1,406 communities we serve because
of our continuing investments in infra-
structure and people.

How d
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Today, there’s more pipe and more
supply for natural gas than ever. Much of
it is the result of shale-gas development.
Therefore, our nonregulated business
doesn’t seek to make money from selling
the gas itself, but from delivering it.

Our natural gas marketing group
provides a value-added service to more
than 1,000 steady customers, including
municipalities, smaller commercial busi-
nesses and some industrial customers
that do not have an energy manager.

For example, the City of Rising Star,
Texas, hires our gas marketing company
to provide the energy services that the

city needs to serve the community.

Atmos Energy Marketing essentially
contracts for transportation and storage.
It buys the gas supply and nominates
that supply at the wellhead. It schedules
the delivery at the city gate. It bills the
city and then allocates those bills for the
residential, commercial and industrial
custormers.

Our nonregulated segment is gener-
ating about 10 cents of annual earnings
per diluted share, which is a tremendous
contribution. Many other natural gas
marketing companies are struggling or
out of business, but we have a lot of
traction around how were managing
our gas marketing company. In fact,

our adoption of a delivered-gas energy
services model was part of the reason
that Standard & Poor’s upgraded Atmos
Energy in late 2013.

What de

of busi

When [ became CEO, Atmos Energy was
distributing natural gas in 12 states. Our
acquisitions had helped us to grow in
size, but we also needed to grow smarter.
After a healthy discussion and debate
with Charlie and Bob and the board, we
stepped back and evaluated the com-
pany’s portfolio of assets, looking at it
jurisdiction by jurisdiction.

The key question was: Were we get-
ting too stretched out? Were there costly
inefficiencies? For instance, we had
5,000 customers in lowa. Did it make
sense to serve only 5,000 customers in
one state that requires the filings, taxes,
licensing, fees and compliances as does a
state where we have a significantly larger
customer base?

Consequently, we elected to sell our
operations in lowa, [llinois, Missouri and
Georgia when we were approached with
an offer. It's a better situation for us, but
more importantly, its a better deal for
our former employees, customers and
communities there, too.



For a regulated utility, ratemaking is how
rates of compensation are set for serving
custorners. A lot of technical know-how
goes into the process. But, ultimately, the
focus should be on win-win outcomes.

Raternaking is all about balancing
the economic interests of the consumer
against the operational needs of the utility.
The utility’s needs are always to invest in
assets to enhance safety and reliability—
not necessarily to make money, but to
modernize assets and ensure that they’re
rehabilitated or replaced or repaired
sufficiently, so that you're continuing to
serve customers safely and reliably.

You can never win a rate case at the
expense of the customers. If you do,
it's going to be very, very short-lived.
That’s why we've sought out negotiated
solutions with our communities. We've
developed rate mechanisms with fair
compromises to avoid filing rate cases
every year. And, we have opted for settle-
ments whenever we can achieve them.

If you consider ratemaking not as an
adversarial exercise, but as relationship

building, this otherwise mandatory
process can help establish long-term

partnerships.

We've invested more than $1.4 billion
during the past three years to improve
safety and reliability while not increasing
our customers’ bills. About 85 percent
of an average gas customer’s bill is the
cost of natural gas. Our customers have
seen average winter gas-heating bills at
or below what they experienced three
years ago. The difference between today’s
lower cost of natural gas and our allowed
rate allows us to invest more in our com-
munities” natural gas infrastructure.
Unlike other entities that haven't paid
attention to the state of their infrastruc-
ture, natural gas utilities have done a



good job getting ahead of the need for
modernization. Atmos Energy’s own
infrastructure is strong, safe and ready to

support more natural gas customers.

Culture is going to trump strategy every
time. You have to give employees more
than just a paycheck, because they're
looking for more than money. We have a
culture that is worth belonging to. Every
company has a business plan or a finan-
cial plan, HR plan or strategic plan. But,
most of them don’t have a culture plan,
because they don’t know how to create it,
live it and measure it. We do.

any’s culfure is
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People are mystified by AtmoSpirit,
They have absolutely no idea how we
can invest in that program and take the
time that we dedicate to it. You might
think that’s the soft stuff but, in reality,
that’s the gray matter. It is integral to our
success, and our results prove it works.

In 10-year stock returns, Atmos Energy
ranks with Exxon Mobil, AT&T, Coca-
Cola, Johnson & Johnson, the Dow, S&P,
JPMorgan Chase and GE. Much of our
success has to do with AtmoSpirit.

Hrane

outcomes than on als.

We do. If you get the right results the
right way with the right people—Dbecause
it’s the right thing to do, then you're
going to be successful, and the numbers
usually take care of themselves. Now,
that's not to say we don’t maintain a keen
eye on our financials. Nevertheless, we
don't judge our performance by numbers
alone. Real outcomes are much more
about how we operate, the opportunities
we create, the people we serve and the
returns our shareholders earn from their
investments.




Earnings per diluted share went up 27
cents over fiscal 2012 results to $2.64.
Consolidated net income rose 12
percent, year over year, to $243.2 million,
marking our 11th consecutive year of
increased earnings.

Return on average sharcholders’ equi-
ty was 9.7 percent, and total shareholder
return was 23 percent.

Shareholders received annual divi-
dends per share of $1.40. In November
2013, the board of directors raised
the dividend by & cents a share, or 5.7
percent, to an annual indicated rate of
$1.48 in fiscal 2014. Taking into account
the effects of the company’s mergers and
acquisitions, our dividend has increased
every year for the past 30 years.

Our results came from successtully
executing our strategy of investing in
our natural gas distribution system and
seeking recovery of, and earnings on,
such investments as soon as possible.
We received approvals during fiscal
2013 for $122.3 million in annualized
operating income increases as a result
of rate filings and the effects of efficient
rate mechanisms.

We also recorded a net-of-tax gain of
$5.3 million, or 6 cents per diluted share,

Kim R. Cocklin
President and Chief Executive Officer

from the sale of our natural gas distribu-
tion assets in Georgia. The sale proceeds
of $153 million were redeployed to fund
growth opportunities in the remaining
jurisdictions the company serves. By
selling those assets, we streamlined our
regulated operations to eight states and
became more geographically efficient.
Regulated operations provided 95
percent of fiscal 2013 consolidated net
income, with natural gas distribution
contributing 67 percent and regulated
transportation and storage providing
28 percent.



Nonregulated operations contributed
the remaining 5 percent of net income
in fiscal 2013, The segment’s $11 million
of earnings reflected strong performance
from focusing on its core delivered-gas
business. Our gas marketing business
continues to score high ratings in cus-
tomer satisfaction and to maintain the
loyalty of our long-time gas customers.

i Strategy

About 95 percent of our consolidated net
income today comes from predictable
rate-base-driven earnings. Our focused
strategy is to modernize our infra-
structure and ensure safe and reliable
operations.

We have invested more than $1.4 bil-
lion during the past three years to repair,
rehabilitate or replace aging segments of
our pipeline network. We plan to accel-
erate our capital spending through the
end of fiscal 2018 to advance our highest
priorities of safety and reliability.

Investors are applauding natural gas
utilities for making these critical infra-
structure investments, The market rec-
ognizes the potential gains and reduced
operational risks for innovative distribu-
tion companies like Atnos Energy that

increase safeguards for the public. This
support was evident on November 14,
2013, when our share price set an all-
time high of $47.44.

In fiscal 2013, we invested a record
$845.0 million in capital expenditures
primarily for system improvements. For
nearly 93 percent of that investment, we
expect to begin earning a return on it
within one year. Approximately 70
percent, or $589 million, of our fiscal
2013 capital spending was dedicated to
safety and reliability projects.

The $112.1 million year-over-year
increase in our fiscal 2013 capital
expenditures was due to major pipeline
expansion projects and more spend-
ing on cathodic protection to prevent
corrosion of pipelines in our regulated
transmission and storage segment.

Atmos Pipeline-~Texas (APT), our
regulated intrastate transmission and
storage unit, completed major pipeline
expansions that added capacity and
capability to serve local gas utility distri-
bution systems, including our Mid-Tex
Division. Of note was the installation
of 69 miles of 24-inch Line WX west of
Fort Worth.

APT also added two 1,590-horsepower
compressors at the Waha Hub, which is
a confluence of several large pipelines,

gas treatment plants and processors
southwest of Monahans, Texas. These
powerful compressors increase the
opportunity to connect more natural gas
supplies from the Permian Basin.

Solid Financial Foundation

Atmos Energy’s solid financial foun-
dation is reflected by its strong balance
sheet. At fiscal year-end on September
30, 2013, our debt capitalization ratio
was 52.2 percent, compared with 51.7
percent at September 30, 2012. At year-
end, available liquidity of approximately
$715 million was sufficient to meet our
anticipated needs.

In January 2013, we reduced the
weighted average cost of our long-term
debt to 6.23 percent when we issued
$500 million of 4.15 percent 30-year

lace agin
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senior notes. Earlier, in October 2012, we
executed forward starting interest-rate
swaps. These swaps effectively fixed the
treasury component of future debt issues
at 3.13 percent for an expected $500 mil-
lion issuance in fiscal 2015 and at 3.37
percent for an expected $250 million
issuance in fiscal 2017.

The company’s dividend payout ratio,
which we expect to be between 53 per-
cent and 55 percent in fiscal 2014, allows
for continued dividend growth.

Recognizing the strength of the
company’s financial position, Standard &
Poor’s Corporation upgraded our senior
secured debt rating from BBB+ to A- in
October 2013. S&P cited an improved



business risk profile from an increas-
ing contribution of earnings from our
regulated operations and the focus of
our nonregulated operations on its core
delivered-gas business.

eating Shareholder Value

We expect to invest between $830 mil-
lion and $850 million in capital improve-
ments in fiscal 2014. For the fiscal years
2015 to 2018, we estimate that our
annual capital spending will average
between $850 million and $950 million
per year. We plan to finance our capital
spending with cash flows, long-term
debt and, to a lesser extent, equity.

We project that our rate base of regu-
latory assets will increase from approxi-
mately $4.4 billion today to between $6.9
billion and $7.1 billion by the end
of fiscal 2018.

Due to our growing rate base, we
estimate that our earnings per diluted
share will rise at a compounded average
growth rate of between 6 percent and
8 percent annually from fiscal 2013
through fiscal 2018.

i

e

For fiscal 2014, we forecast that earn-

ings per diluted share will be between
$2.66 and $2.76, excluding unrealized
margins. For fiscal 2018, we project
earnings per diluted share could be
between $3.45 and $3.65,

Board and Monagement Changes

Charles K. Vaughan, who retired from
the board of directors and as lead
director on December 27, 2012, was
named by the board to serve as honorary
director.

After becoming chairman, president
and chief executive office in 1983, Charlie
virtually saved the company from
imminent faiture and likely acquisition
by a much larger utility. His watchwords
of independence and prosperity led to

his devising an innovative strategy to
expand and diversify operations. As a re-
sult, he built Atmos Energy into a leader
in the natural gas distribution industry.

With more than 56 years of service
to the company, Charlie continues to
provide his wise counsel and strength
of character to help guide and encour-
age our progress. We thank him for
his willingness to continue serving our
shareholders, customers and employees
with the deep dedication that he has
demonstrated throughout his career.

On April 1, 2013, Robert W. Best
retired as executive chairman and as an
employee of the company. Subsequent to
his retirement, the board of directors ap-
pointed him to be chairman of the board.



Bob joined Atmos Energy in 1997 as

chairman, president and chief executive
officer. He was responsible for complet-
ing six major acquisitions that tripled
the size of the company. Also, under his
leadership, the company added non-
regulated operations, modernized its
customer-service facilities and technology
systems, rebranded under the Atmos
Energy” trademark in all states where

it had operations, built the Charles K.
Vaughan Center for training employees
and put heightened emphasis on excel-
lence in customer service.

Bob also stressed community service.
He has long been active in national and
local civic, charitable, educational and
industry organizations, having served as
chairman of the American Gas Associa-

tion, American Gas Foundation, South-
ern Gas Association, the Dallas Regional
Chamber, United Way of Greater Dallas,
The Senior Source and many other
organizations.

His foremost achievement, though,

was developing our AtmoSpirit culture—

which reflects in so many ways his own
genuine respect for everyoné and his gift
as a coach who brings out the best in
people. We thank Bob for all that he has
contributed during the past 16 years and
wish him the best in retirement—even
though he still devotes many hours in
the office, working to make Atmos Energy
even better.

All of us at Atmos Energy appreciate
your ownership of the company.
Investing in a natural gas distribution
company is a wise choice today because

gas is an exceptional fuel. Natural gas
provides comfort and convenience, an
abundance of supply, energy efficiency,
environmental benefits and the security
of an all-American energy source.
Atmos Energy is proud to deliver
natural gas to its 3 million customers in
1,406 communities.

We pledge, as we continue to invest
for safety and to build for the future,
always to seek the right things for the
right reasons with the right people.

\

\&W /(;i é«'z»{,}alw

Kim R. Cocklin
President and Chief Executive Officer
December 4, 2013
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Operating revenues
Gross profit

Natural gas distribution net income — continuing operations
Natural gaos distribution net income — discontinued operations
Regulated transmission and storage net income
Nonregulated net income — continuing operations
Nonregulated net loss — discontinued operations

Total

Total assets

Total capitalization®

Net income per share from continuing operations — diluted
Net income per share from discontinued operations — diluted
Net income per share — diluted

Cash dividends per share

Baok value per share at end of year

Natural gas distribution throughput — contfinuing operations (MMcf)
Natural gas distribution throughput — discontinued operations (MMcf)

Consolidated natural gas distribution throughput (MMcf)

Consolidated regulated fransmission and storage transportation volumes (MMcf)

Consolidated nonregulated delivered gas sales volumes (MMcf)

Meters in service at end of year

Return on average shareholders’ equity

Shareholders’ equity as a percentage of total copi’ra‘lizmion
(including short-term debt) at end of year

Shareholders of record

Weighted average shares outstanding — diluted {000s)

* Jotal copitalization represents the sum of shareholders’ equity and long-term debt, excluding current maturities,

The financial information presented in this report about Atmos Energy Corporation is condensed. Our complete financial statements, including notes as
well as management’s ciscussion and analysis of financial condition and results of operations, are presented in our Annual Report on Form 10-K. Atmos

$3,438,483
§ 1,323,739

$ 123,848
24,521
63,059

5,289

$ 216,717

$7,495,675
$4,315,548
$ 2.10
$ 0.27
$ 2.37
$ 1.38
$ 26.14
372,688
18,295
390,983
466,527
351,628
3,116,589
9.3%

48.3%
17,775
91,172

13.0%
6.7%

21.8%
(47.6)%
8.2%
119.0%
(100.01%
12.2%

5.9%
16.7%
19.0%

(48.1)%
11.4%

1.4%
8,9‘}0

5.3%
(74.1)%
1.5%
0.1%
(2.3)%
{3.4)%
4.3%

(1.0)%
(6.3)%
0.6%

Energy’s chief executive officer and its chief financiol officer have executed all certifications with respect to the financial statements contained thersin

and have completed management’s report on internal contfrol over financial reporting, which are required under the Sarbanes-Oxley Act of 2002 and

all related rules and regulations of the Securities and Exchange Commission. Investors may request, without charge, our Annual Report on Form 10-K
for the fiscal year ended September 30, 2013, by calling Investor Relations at 972-855-3729 between 8 a.m. and 5 p.m. Central time. Qur Annual

Report on Form 10-K also is available on Atmos Energy’s website at www.atmosenergy.com. Additional investor information is presented on pages 31
P ay ay. pag

and 32 of this report.
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Residential 2,846,134
Commercial 258,386
Industrial 1,891
Public authority and other 10,178
Total meters 3,116,589
Actual {weighted average) 2,692
Percent of normal 97%
Residential 137,049
Commercial 82,516
Industrial 15,673
Public authority and other 9,228
Total 244 466
et s «_.15:_2'_5.?_“5
Ve (AANCE) 377,061
11,259

sporttion woelures - disomntinued speradions MM

390,983
466,527
351,628

Natural gas distribution sales revenues
Residential $1,351,479
Commercial 587,651
Industrial 71,960
Public authority und other 54,334
Total gas distribution sales revenues 2,065,424
Transportation revenues 53,924

Other gas revenues
Total natural gas distribution revenues

Regulated transmission and storage revenues

Nonregulated revenues

Gross plant (000s)

$7,134,470
Net plant (000s) $5,475,604
Miles of pipe 73,875
Employees 4,759

* Heating degree days are adjusted for service areas with weather-normalized operations.
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$6,860,358
274,11

7,134,470

1,658,866

5,475,604

Cash and cash equivalents 64,239
Accounts receivable, less allowance for doubtful accounts of

$20,624 in 2013 and $9,425 in 2012 234,526

Gas stored underground 256,415

Other current assets 272,782

Total current assets 827,942

Sttt 740,847

451,26

§7,495,675
Common stock, no par value (stated at §.005 per share);
200,000,000 shares authorized; issued und outstanding:
2013 - 90,640,217 shares, 2012 - 90,239,900 shares $ 451
Additional paid-in capital 1,745,467
Accumulated other comprehensive income (loss) (47,607)

Retained earnings
Shareholders” ecuity

Total capitalization 4,315,548
Accounts payable and accrued liabilities 215,229
Other current liabilities 489,645
Short-term debt 570,929
Current maturities of long-term debt 131

Total current liabilities 1,275,954
1,015,083

381,164

457,196

50,730

$ 7,495,675
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Natural gas distribution segment
Regulated transmission and storage segment
Nonregulated segment

Intersegment eliminations

Natural gas distribution segment
Regulated transmission and storage segment
Nonregulated segment

Intersegment eliminations

Operation and maintenance
Depreciation and amortization
“Taxes, other than income
Asset impairments
Total operating expenses

f

ekt

Income from discontinued operations, net of tax ($3,986, $10,066 and $12,372)
Gain on sale of discontinued operations, net of tax ($2,909, $3,519 and $0)
Net income

income per share from continuing operations

Income per share from discontinued operations

Net income per share — basic

Income per share from continuing operations

Income per share from discontinued operations

Net income per share — diluted

Basic
Diluted

24

$2,145,330  $2,470,664
247,351 219,373
1,351,303 2,024,893
(305,501) [428,495)
3,438,483 4,286,435
1,122,587 1,452,721
1,296,179 1,959,893
(304,022) (426,999)
2,114,744 2,985,615
1,323,739 1,300,820
453,613 442,965
237,525 223,832
181,073 177,767
5,288 30,270
877,499 874,834
446,240 425,986
(14,644) 21,184
141,174 150,763
290,422 296,407
98,226 106,819
192,196 189,588
18,172 18,013
4,349

$ 216,717 § 207,601
5 212 % 2.08
0.27 0.20

$ 239 3% 2.28
$ 210§ 2.07
0.27 0.20

$ 237 % 2.27
90,150 90,201
91,172 50,652



ongh

Sondy ¥

Asset impoirments
Gain on sale of discontinued operations
Depreciation and amortization:
Charged to depreciation and amortization
Charged to other accounts
Deferred income taxe$
Stock-based compensation
Debt financing cosis
Other
Changes in assets and liabilities
Met cash provided by operating activities

Capital expenditures
Proceeds from the sale of discontinued operations
Other, net

Net cash used in investing activities

%

Net increase {decrease} in short-term debt
Net proceeds from issuance of long-term debt
Settlement of Treasury lock agreements
Unwinding of Treasury lock agreements
Repayment of long-term debt
Cash dividends paid
Repurchase of common stock
Repurchase of equity awards
Issuance of common stock

Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equivalents

$ 216,717

207,601

5,238 30,270
(9,848) .
246,093 233,155
434 228
104,319 117,353
19,222 11,586
8,147 9,438
1493) 1961)
(2,992) 125,826)
586,917 582,844
(732,858) (622,965}
128,223 —
(4,625) (4,421)
1609,260) (627,386)
354,141 83,306
------- 394,466
20,079

_ 27,803
(257,034) (360,131)
(125,796) (124,011}
(12,535
(5,219) (5,299)
1,606 7,796
(44,837) 44,009
(67,180} (533)
131,419 131,952
$ 64239 § 131,419

25



We have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of Atmos Energy Corporation at September 30, 2013
and 2012, and the related consolidated staternents of income, comprehensive income, shareholders’
equity, and cash flows for each of the three yéars in the period ended September 30, 2013 {not presented
separately herein); and in our report dated November 13, 2013, we expressed an unquadlified opinion on

those consolidated financial statements.

In our opinion, the information set forth in the accompanying condensed consolidated financial statements
is fairly stated in all material respecis in relation to the consolidated financial statements from which it

. 5
has been derived.

We also have audited, in accordance with the standards of the Public Compuany Accounting Oversight
Board (United States), the effectiveness of Atmos Energy Corporation’s internal control over financial
reporting as of September 30, 2013, based on criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission {1992
framework) and our report dated November 13, 2013 {not presented separately herein) expressed an
unqualified opinion thereon.

Ennet 'fgownfu?

Dallas, Texas
November 13, 2013
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Capital expenditures
Net property, plant and equipment

Working capital

Total assets

Shareholders’ equity

Long-term debt, excluding current maturities
Total capitalization

Operating revenues {000s)

Gross profit {000s)

Income from continuing operations {000s)

Income from discontinued operations, net of tax (000s)
Net income {000s)

Income per share from continuing operations—diluted

Income per share from discontinued operations—diluted
Net income per diluted share

Shares outstanding (000s)
End of year
Weighted average — diluted
Cash dividends per share
Shareholders of record
Market price — High
Low
End of year
Book value per share at end of year
Price/Earnings ratio at end of year
Market/Book ratio at end of year
Annualized dividend yield at end of year

Consolidated distribution gas transportation
volumes (MMcf)
Consolidated distribution throughput (MMcf)
Consolidated transmission and storage

transportation volumes (MMct)
Consolidated nonregulated delivered gas
sales volumes (MMcf)
Meters in service at end of year
Gas distribution average cost of gas per Mcf sold
Gas distribution average transportation fee per Mcf

Return on average shareholders’ equity

Number of employees

Net gas distribution plart per meter

Gas distribution operation and maintenance
expense per meter

Meters per employee-—gas distribution

Times interest earned before income taxes

$ 732,858 $ 622,965 S 542,636 S 509,494
5,475,604 5,147,918 4,793,075 4,439,103
(447,992) 143,355 (290,887) 91,519
7,495,675 7,282,871 6,763,791 6,367,083
2,359,243 2,255,421 2,178,348 2,176,761
1,956,305 2,206,117 1,809,551 2,169,400
4,315,548 4,461,538 3,987,899 4,346,161
$3,438,483 $4,286,435 $4,661,060 $ 4,793,248
1,323,739 1,300,820 1,314,136 1,297,882
192,196 189,588 189,851 175,026

24,521 18,013 15,988 15,952
216,717 207,601 205,839 190,978
2.10 2.07 2.03 1.90

0.27 0.20 0.17 0.17

2.37 227 2.20 2.07
90,240 90,296 90,164 92,552
91,172 90,652 92,422 91,620

$ 1.38 $ 1.36 $ 1.34 $ 1.32
17,775 18,680 19,738 20,790

$ 36.94 $ 34.98 $  30.06 5 28.80
$ 30.40 $ 28.87 S 2641 $ 20.20

$ 35.79 $ 32.45 $ 29.25 $ 28.18

$ 26.14 $ 24.98 $ 24.16 5 23.52

15.70 14.30 13.30 13.61
1.37 1.30 1.21 1.20
3.9% 4.2% 4.6% 4.7%
955,725 289,927 322,628 282,117
135,258 134,093 131,547 126,768
390,983 424,020 454,175 408,885
466,527 435,012 428,599 528,689
351,628 384,799 353,853 370,569

3,116,589 3,213,191 3,186,040 3,178,844

$ 4.64 $ 5.30 $ 577 $ 6.95

$ 43 $ 46 $ 46 $ 46

9.3% 9.1% 9.1% 8.9%
4,759 4,949 4,913 4,891

$ 1,468 $ 1,362 $ 1,243 5 1,165

$ 118 $ 111 b3 114 k3 116
680 676 676 478
3.27 3.13 3.09 2.82
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Chairman of the Board,
Atmos Energy Corporation
Dallas, Texas

Board member since 1997
Committee: Executive
(Chairman)

General Partner,

Juniper Capital LP and
Juniper Energy LP
Houston, Texas

Board member since 2001
Committees: Human
Resources (Chairman),
Executive, Nominating and
Corporate Governance

Retired Managing Director
and Client Adviser,
JPMorgan Chase & Co.
Denver, Colorado

Board member since 2012
Committees: Audit, Human

Resources

President and

Chief Executive Officer,
Atmos Energy Corporation
Dallas, Texas

Board member since 2009

Partner, Kelly Hart &
Hallman LLP

Fort Worth, Texos

Board member since 2009
Committees: Audi,

Human Resources,

Work Session/Annual Meeting

Sigvrivgyir

Retired Senior Vice President
and General Manager,

Midstream Division,

The Williams Companies, inc.

Fort Myers Beach, Florida
Board member since 2005
Committee: Work Session/

Annual Meeting

Executive Vice President,
Jones Lang LaSalle LLC
Dallas, Texas

Board member since 2007
Committees: Human
Resources, Nominating and
Corporate Governance,
Work Session/Annual Meeting

President, Effective
Leadership LLC

Oxford, Mississippi

Board member since 1995
Committess; Work Session/
Annual Meeting {Chairman),
Executive, Human Resources,
Nominating and Corporate

Governance

President, Amarillo

National Bank

Amarillo, Texas

Boord member since 1994
Committees: Nominating
and Corporate Governance
(Chairman), Audit,
Executive, Work Session/
Annual Meeting

Vice President for
Community and Corporate
Relations, UT Southwestern
Medical Center

Dallos, Texas

Board member since 2008
Committees: Audit,

Human Resources

Independent Energy
Consultant

East Hampton, New York,
and Key Biscayne, Florida
Board member since 2004
Lead Director since 2013
Committees: Audit (Chair),
Executive, Nominating and
Corporate Governance

Honorary Director,
Retired Chairman

of the Board and Lead Director,

Atmos Energy Corporation
Dallas, Texas

Board member from

1983 to 2012
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New York Stock Exchange. Trading symbol: ATO

American Stock Transfer & Trust Company, LLC
Operations Center
46201 15th Avenue
Brooklyn, New York 11219
800-543-3038

s
To inquire about your Aimos Energy common stock, please call AST
at the telephone number above. You may use the agent’s interactive
voice response system 24 hours a day to learn about transferring
stock or fo check your recent account activity, alf without the assistance
of a customer service representative. Please have available your
Atmos Energy shareholder account number and your Social Security
or federal taxpayer 1D number.

To speak to an AST customer service representative, please call the
same number between 8 a.m. and 8 p.m. Eastern time, Monday
through Thursday, or 8 a.m. to 5 p.m. Eastern time on Friday.

You olso may send an email message on our transfer agent’s website
at www.amstock.com. Please refer to Atmos Energy in your email
message and include your Atmos Energy shareholder account number.

Ernst & Young LLP
One Victory Park

Suite 2000

2323 Victory Avenue
Dallas, Texas 75219

214-969-8000

Atmos Energy Corporation’s Annual Report on Form 10-K is available af
no charge from Investor Relations, Atmos Energy Corporation, P.O. Box
650205, Dallas, Texas 75265-0205 or by calling 972-855-3729 he-
tween 8 a.m. and 5 p.m. Central time. Atmos Energy’s Form 10-K also
may be viewed on Atmos Energy’s website at www.atmosenergy.com.

Hvresnd Mpativg of 5

The 2014 Annual Meeting of Shareholders will be held of the Charles
K. Vaughan Center, 3697 Mapleshade Lane, Plano, Texas 75075 on
Wednesday, February 5, 2014, at 9:00 a.m. Central time.

Atmos Energy has a Direct Stock Purchase Plan that is available to all
investors. For an Enroliment Application Form and o Plan Prospectus,
please call AST ut 800-543-3038. The Prospectus is also available af
www.atmosenergy.com. You may also obtain information by writing
1o Investor Relations, Atmos Energy Corporation, P.O. Box 650205,
Dallas, Texas 75265-0205,

This is not an offer to sell, or a solicitation to buy, any securities of
Atmos Energy Corporation. Shares of Atmos Energy common stock
purchased through the Direct Stock Purchase Plan will be offered only
by Prospectus.

Bivrass Evg

Information about Atmos Energy is available on the Internet af www.
atmosenergy.com. Our website includes news releases, current and
historical financial reports, other investor data, corporate governance
documents, management biographies, customer information and

facts about Atmos Energy’s operations.

To contact Atmos Energy’s Investor Relations, call 972-855.3729
between 8 o.m. and 5 p.m. Central time or send an email message to
InvestorRelations@atmosenergy.com.

Securities analysts and investiment managers, please contact:
Susan K. Giles

Vice President, Investor Relations

972-855-3729 (voice) 972-855-3040 {fux)
fnvestorRelations@atmosenergy.com

31




Frarvs

The matters discussed or incorporated by reference in this Summary Annual Report may contain “forward-
looking statements” within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of
the Securities Exchange Act of 1934. All statements other than statements of historical fact included in this
report are forward-looking 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 report or any other of the Company’s documents or oral presentations, the words “antici-

ate,” "believe,” “estimate,
p

" i

expect,” "forecast,

"ou "o o ou

goal,” “intend,” "objective,” “plan,” “projection,” "seek,”
“strategy” or similar words are intended to identify forward-looking statements. Such forward-looking
statements are subject torrisks and uncertainties that could cause actual results to differ materially from
those discussed in this report. These risks and uncertuinties are discussed in the Company’s Annual
Report on Form 10-K for the fiscal year ended September 30, 2013. 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 fron them will be realized. Further, the Company undertakes
no obligation to updete or revise any of its forward-looking statements, whether as a result of new infor-
mation, future events or otherwise.

You can view this Summary Annual Report, our Annual Report on Form 10-K and other financiol documents
for fiscal 2013 and previous years at www.atmosenergy.com.

If you are o shareholder who would fike fo receive our Summary Annual Report and other company
documents electronically in the future, please sign up for electronic distribution. It's convenient and easy,
and it saves the costs to produce and distribute these materials.

To receive these documents by electronic delivery next year, please visit www.atmosenergy.com or
www.proxyvote.com to give your consent. Please remember that accessing our Summary Annual Report
and other company documents over the Internet may result in charges to you from your Infernet service
provider or telephone company.

© 2013 Aimos Energy Corporation. All rights reserved

Atmos Energy® is a registered frademark of Atmos Energy Corporation
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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) Mai SEC
OF THE SECURITIES EXCHANGE ACT OF 1934 ail Processing
For the fiscal year ended September 30, 2013 Sention
OR OEC 23 2013

] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934 antOn D
For the transition period from to 404 C
Commission file number 1-10042
0
Atmos Energy Corporation
(Exact name of registrant as specified in its charter)
Texas and Virginia 75-1743247
(State or other jurisdiction of (IRS employer
incorporation or organization) identification no.)
Three Lincoln Centre, Suite 1800
5430 LBJ Freeway, Dallas, Texas 75240
(Address of principal executive offices) (Zip code)

Registrant’s telephone number, including area code:
(972) 934-9227

Securities registered pursuant to Section 12(b) of the Act:
Name of Each Exchange

Title of Each Class on Which Registered
Common stock, No Par Value New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act:
None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes No []

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.  Yes [] No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes No []

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Inter-
active Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes No []

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.45) is not contained herein,
and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference
in Part I1I of this Form 10-K or any amendment to this Form 10-K. ]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller
reporting company. See definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the
Exchange Act. (Check one):

Large accelerated filer Accelerated filer [ ] Non-accelerated filer [] Smaller reporting company [_]
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes [] No

The aggregate market value of the common voting stock held by non-affiliates of the registrant as of the last business day of the
registrant’s most recently completed second fiscal quarter, March 31, 2013, was $3,816,801,052.

As of November 8, 2013, the registrant had 90,912,251 shares of common stock outstanding.
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GLOSSARY OF KEY TERMS

Atmos Energy Corporation

Atmos Energy Holdings, Inc.

Atmos Energy Marketing, LLC
Accumulated Other Comprehensive Income
Atmos Pipeline and Storage, LL.C

Trading symbol for Atmos Energy Corporation common stock on the
New York Stock Exchange

Billion cubic feet

Commodity Futures Trading Commission
Committee of Sponsoring Organizations of the Treadway Commission
Employee Retirement Income Security Act of 1974
Financial Accounting Standards Board

Federal Energy Regulatory Commission

Fitch Ratings, Ltd.

Generally Accepted Accounting Principles

Gas Reliability Infrastructure Program

Gas System Reliability Surcharge

Infrastructure System Replacement Surcharge
Kentucky Public Service Commission

1998 Long-Term Incentive Plan

Thousand cubic feet

Maximum daily withdrawal quantity

Represents 440 of the 441 incorporated cities, or approximately 80
percent of the Mid-Tex Division’s customers, with whom a
settlement agreement was reached during the fiscal 2008 second
quarter.

Million cubic feet

Moody’s Investor Services, Inc.

New York Mercantile Exchange, Inc.
New York Stock Exchange

Pension Account Plan

Pension Protection Act of 2006
Railroad Commission of Texas

Rate Review Mechanism

Rate Stabilization Clause

Standard & Poor’s Corporation
United States Securities and Exchange Commission
Stable Rate Filing

Weather Normalization Adjustment



PART1

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

ITEM 1. Business.

Overview and Strategy

Atmos Energy Corporation, headquartered in Dallas, Texas, and incorporated in Texas and Virginia, is
engaged primarily in the regulated natural gas distribution and transmission and storage businesses as well as
other nonregulated natural gas businesses. We deliver natural gas through regulated sales and transportation
arrangements to over three million residential, commercial; public authority and industrial customers in eight
states located primarily in the South, which makes us one of the country’s largest natural-gas-only distributors
based on number of customers. We also operate one of the largest intrastate pipelines in Texas based on miles of
pipe. '

Over the last two fiscal years, we have sold our natural gas distribution operations in four states to stream-
line our regulated operations. On April 1, 2013, we completed the divestiture of our natural gas distribution
operations in Georgia, representing approximately 64,000 customers, and in August 2012, we completed the sale
of our natural gas distribution operations in Missouri, Illinois and lowa, representing approximately 84,000 cus-
tomers.

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

Our overall strategy is to:

« deliver superior shareholder value,

« improve the quality and consistency. of earnings growth, while operating our business exceptionally well
« invest in our people and infrastructure

* enhance our culture.

We have delivered excellent shareholder value by growing our earnings and increasing our dividends for
over 25 consecutive years. Over the last five years, we have achieved growth by implementing rate designs that
reduce or eliminate regulatory lag and separate the recovery of our approved margins from customer usage pat-
terns. In addition, we have developed various commercial opportunities within our regulated transmission and

storage operations.

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

Operating Segments
We operate the Company through the following three segments:

s The natural gas distribution segment, which includes our regulated natural gas distribution and related
sales operations, )

« The regulated transmission and storage segment, which includes the regulated pipeline and storage oper-
ations of our Atmos Pipeline — Texas Division and

o The nonregulated segment, which includes our nonregulated natural gas management, nonregulated natu-
ral gas transmission, storage and other services.



These operating segments are described in greater detail below.

Natural Gas Distribution Segment Overview

Our natural gas distribution segment is comprised of our six regulated natural gas distribution divisions.
This segment represents approximately 65 percent of our consolidated net income. The following table summa-
rizes key information about these divisions, presented in order of total rate base. See Note 16 in the consolidated
financial statements for a description of the completed sales of our Missouri, Illinois, [owa and Georgia service
areas. We operate in our service areas under terms of non-exclusive franchise agreements granted by the various
cities and towns that we serve. At September 30, 2013, we held 998 franchises having terms generally ranging
from five to 35 years. A significant number of our franchises expire each year, which require renewal prior to the
end of their terms. We believe that we will be able to renew our franchises as they expire.

Communities Customer
Division Service Areas Served Meters
Mid-TeX ... e Texas, including 550 1,560,409
the Dallas/Fort
Worth
Metroplex
Kentucky/Mid-States ........................... Kentucky 230 179,708
Tennessee 123,590
Virginia 20,358
Louisiana . ........... ... i, Louisiana 300 342,187
WeEStTEXAS .« .o vee et it e Amarillo, 80 293,802
Lubbock,
Midland
MissSiSSIPPi .« ..t Mississippi 110 255,730
Colorado-Kansas ...............cciuiuiininnnn. Colorado 170 99,654
Kansas 136,542

Our natural gas distribution business is a seasonal business. Gas sales to residential and commercial custom-
ers are greater during the winter months than during the remainder of the year. The volumes of gas sales during
the winter months will vary with the temperatures during these months. Historically, this generally has resulted in
higher operating revenues and net income during the period from October through March of each fiscal year and
lower operating revenues and either lower net income or net losses during the period from April through Sep-
tember of each fiscal year. However, rate design changes implemented during the first quarter of fiscal 2013 in
our Mid-Tex and West Texas Divisions should change this trend. The rate design approved in these regulatory
proceedings includes an increase to the customer base charge and a decrease in the consumption charge applied
to customer usage. The effect of this change in rate design allows our rates to be more closely aligned with the
natural gas distribution industry standard rate design. In addition, we anticipate these divisions, which represent
approximately 50 percent of the operating income for our natural gas distribution segment, will earn their operat-
ing income more ratably over the fiscal year as they are now less dependent on customer consumption.

Revenues in this operating segment are established by regulatory authorities in the states in which we oper-
ate. These rates are intended to be sufficient to cover the costs of conducting business and to provide a reasonable
return on invested capital. In addition, we transport natural gas for others through our distribution system.

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

Purchased gas cost adjustment mechanisms represent a coramon form of cost adjustment mechanism. Pur-
chased gas cost adjustment mechanisms provide natural gas distribution companies a method of recovering pur-
chased gas costs on an ongoing basis without filing a rate case because they provide a dollar-for-dollar offset to
increases or decreases in natural gas distribution gas costs. Therefore, although substantially all of our 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 introduced performance-based ratemaking adjustments to provide
incentives to natural gas distribution companies to minimize purchased gas costs through improved storage
management and use of financial instruments to lock in gas costs. Under the performance-based ratemaking
adjustment, purchased gas costs savings are shared between the utility and its customers.

Regulatory authorities have approved weather normalization adjustments (WNA) for approximately 97
percent of residential and commercial margins in our service areas as a part of our rates. WNA minimizes the
effect of weather that is above or below normal by allowing us to increase customers’ bills to offset the effect of
lower gas usage when weather is warmer than normal and decrease customers’ bills to offset the effect of higher
gas usage when weather is colder than normal.

The following table provides a jurisdictional rate summary for our regulated operations. This information is
for regulatory purposes only and may not be representative of our actual financial position.

Authorized
Effective Authorized Debt/ Authorized
Date of Last Rate Base Rate of Equity Return
Division Jurisdiction Rate/GRIP Action (thousands)? Return® Ratio on Equity®
Atmos Pipeline — Texas .... Texas 05/01/2011 $807,733 9.36%  50/50 11.80%
Atmos Pipeline — Texas —
GRIP .................. Texas 05/07/2013 979,324 9.36% N/A 11.80%
Colorado-Kansas .......... Colorado 01/04/2010 86,189 8.57%  50/50 10.25%
Kansas 09/01/2012 160,075 2) 2) 2)
Kentucky/Mid-States ....... Kentucky 06/01/2010 221,340 2) 2) 2)
Tennessee 11/08/2012 201,359 8.28%  49/51 10.10%
Virginia 11/23/2009 36,861 8.48%  51/49  9.50% - 10.50%
Louisiana ................ Trans LA 04/01/2013 105,527 794%  52/48 10.00% - 10.80%
LGS 07/01/2013 298,642 8.08%  52/48 10.40%
Mid-Tex Cities ............ Texas 12/04/2012 1,512,9864 8.57%  48/52 10.50%
Mid-Tex — Dallas ......... Texas 06/01/2013 1,619,429 8.35%  48/52 10.10%
Mississippi ... ocaiiainnn Mississippi~ 11/01/2012 287,646 8.04%  49/51 9.64%
West Texas® ............. Texas 10/01/2012 271,590 2) 2) (2)
Annual
Bad Debt Rate Infrastructure Performance-Based
Division Jurisdiction Rider® Mechanism Mechanism Rate Program® WNA Period
Atmos Pipeline — Texas . .. Texas No No Yes N/A N/A
Colorado-Kansas . ........ Colorado Yes® No Yes No N/A
. Kansas Yes No Yes No . October - May
Kentucky/Mid-States . ... .. Kentucky Yes No Yes Yes November - April
) Tennessee  Yes No No Yes October - April
Virginia Yes No Yes No January - December
Louisiana ............... Trans LA No Yes No No December -March
LGS No Yes No No December -March
Mid-Tex Cities .. ......... Texas Yes Yes Yes ' No November -April
Mid-Tex — Dallas ........ Texas Yes Yes Yes No November -April
Mississippi .. .. voeen i Mississippi  No Yes No Yes November -April
West Texas® ............ Texas Yes No Yes No October -May

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



@ A rate base, rate of return, return on equity or debt/equity ratio was not included in the respective state
commission’s final decision.
@

=

Kentucky rate base consists of $184.7 million included in the June 2010 rate case and $36.6 million included
in the October 2012 PRP surcharge. A total of $36.6 million of the Kentucky rate base amount was granted
in the annual PRP filing with an effective date of October 1, 2012, an authorized rate of return of 8.74 per-
cent and an authorized return on equity of 10.50 percent.

“

=

The Mid-Tex Rate Base amounts for the Mid-Tex Cities and Dallas areas represent “system-wide”, or 100
percent, of the Mid-Tex Division’s rate base.
G

On October 2, 2012, a rate case settlement was approved by the Texas Railroad Commission (RRC) that
combined the former Amarillo, Lubbock and West Texas jurisdictions into a single “West Texas™ juris-
diction.

©® 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 distribution companies to minimize
purchased gas costs by allowing the companies and its customers to share the purchased gas costs savings.

® The Company and Commission Staff have agreed to roll the recovery of the gas portion of uncollectible
accounts back into base rates as part of the current rate proceeding.

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

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

Except for local production purchases, we select our natural gas suppliers through a competitive bidding
process by periodically requesting proposals from suppliers that have demonstrated that they can provide reliable
service. We select these suppliers based on their ability to deliver gas supply to our designated firm pipeline
receipt points at the lowest reasonable cost. Major suppliers during fiscal 2013 were Anadarko Energy Services
Company, BP Energy Company, ConocoPhillips Company, Devon Gas Services, L.P., Enterprise Products
Operating LLC, Iberdrola Energy Services, LLC, Sequent Energy Management, L.P., Targa Gas Marketing LLC,
Tenaska Marketing Ventures, Texla Energy Management, Inc. and Atmos Energy Marketing, LLC, our natural
gas marketing subsidiary.

The combination of base load, peaking and spot purchase agreements, coupled with the withdrawal of gas
held in storage, allows us the flexibility to adjust to changes in weather, which minimizes our need to enter into
long-term firm commitments. We estimate our peak-day availability of natural gas supply to be approximately
4.4 Bcf. The peak-day demand for our natural gas distribution operations in fiscal 2013 was on January 15, 2013,
when sales to customers reached approximately 3.1 Bcf.

Currently, our natural gas distribution divisions, except for our Mid-Tex Division, utilize 35 pipeline trans-
portation companies, both interstate and intrastate, to transport our natural gas. The pipeline transportation
agreements are 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 primarily by our Atmos Pipeline — Texas Division.

To maintain our deliveries to high priority customers, we have the ability, and have exercised our right, to
curtail deliveries to certain customers under the terms of interruptible contracts or applicable state regulations or
statutes. Our customers’ demand on our system is not necessarily indicative of our ability to meet current or
anticipated market demands or immediate delivery requirements because of factors such as the physical limi-
tations of gathering, storage and transmission systems, the duration and severity of cold weather, the availability
of gas reserves from our suppliers, the ability to purchase additional supplies on a short-term basis and actions by
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federal and state regulatory authorities. Curtailment rights provide us the flexibility to meet the human-needs
requirements of our customers on a firm basis. Priority allocations imposed by federal and state regulatory agen-
cies, as well as other factors beyond our control, may affect our ability to meet the demands of our customers.
We anticipate no problems with obtaining additional gas supply as needed for our customers.

Regulated Transmission and Storage Segment Overview

Our regulated transmission and storage segment consists of the regulated pipeline and storage operations of
our Atmos Pipeline — Texas Division (APT). APT is one of the largest intrastate pipeline operations in Texas
with a heavy concentration in the established natural gas-producing areas of central, northern and eastern Texas,
extending into or near the major producing areas of the Texas Gulf Coast and the Delaware and Val Verde Basins
of West Texas. It transports natural gas to our Mid-Tex Division, transports natural gas for third parties and
manages five underground storage reservoirs in Texas. We also provide ancillary services customary in the pipe-
line industry including parking and lending arrangements and sales of excess gas. T his segment represents
approximately 30 percent of our consolidated operations.

Gross profit earned from our Mid-Tex Division and through certain other transportation and storage services
is subject to traditional ratemaking governed by the RRC. Rates are updated through periodic formal rate
proceedings and filings made under Texas’ Gas Reliability Infrastructure Program (GRIP). GRIP allows us to
include in our rate base annually approved capital costs incurred in the prior calendar year provided that we file a
complete rate case at least once every five years. Atmos Pipeline — Texas’ existing regulatory mechanisms
allow certain transportation and storage services to be provided under market-based rates with minimal regu-
lation.

Nonregulated Segment Overview

Our nonregulated operations are conducted through Atmos Energy Holdings, Inc. (AEH), a wholly-owned
subsidiary of Atmos Energy Corporation, and represent approximately five percent of our consolidated net
income.

AEH’s primary business is to buy, sell and deliver natural gas at competitive prices to approximately 1,000
customers located primarily in the Midwest and Southeast areas of the United States. AEH accomplishes this
objective by aggregating and purchasing gas supply, arranging transportation and storage logistics and effectively
managing commodity price risk.

AEH also earns storage and transportation demand fees primarily from our regulated natural gas distribution

operations in Louisiana and Kentucky. These demand fees are subject to regulatory oversight and are renewed
periodically.

Ratemaking Activity
Overview

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

Our rate strategy focuses on reducing or eliminating regulatory lag, obtaining adequate returns and provid-
ing stable, predictable margins, which benefit both our customers and the Company. As a result of our rate-
making efforts in recent years, Atmos Energy has:

« Annual ratemaking mechanisms in place in four states that provide for an annual rate review and adjust-
ment to rates for approximately 69 percent of our natural gas distribution gross margin.

« Accelerated recovery of capital for approximately 74 percent of our natural gas distribution gross margin.
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+ Enhanced rate design that allows us to defer certain elements of our cost of service until they are included
in rates, such as depreciation, ad valorem taxes and pension costs.

« WNA mechanisms in seven states that serve to minimize the effects of weather on approximately 97 per-
cent of our natural gas distribution gross margin.

« The ability to recover the gas cost portion of bad debts for approximately 75 percent of our natural gas
distribution gross margin.

Although substantial progress has been made in recent years by improving rate design across Atmos
Energy’s operating areas, we will continue to seek improvements in rate design to address cost variations that are
related to pass-through energy costs beyond our control. Further, potential changes in federal energy policy and
adverse economic conditions will necessitate continued vigilance by the Company and our regulators in meeting
the challenges presented by these external factors.

Recent Ratemaking Activity

Substantially all of our regulated revenues in the fiscal years ended September 30, 2013, 2012 and 2011
were derived from sales at rates set by or subject to approval by local or state authorities. Net operating income
increases resulting from ratemaking activity totaling $98.1 million, $30.7 million and $72.4 million, became
effective in fiscal 2013, 2012 and 2011, as summarized below:

Annual Increase to Operating
Income For the Fiscal Year Ended September 30

Rate Action 2013 2012 2011
(In thousands)
Infrastructure Programs . ... .......c.ooeenerunernonnn.. $30,936 $19,172 $15,033
Annual rate filing mechanisms ....................... 9,152 7,044 35,216
Rate case filings ........... ..ot 56,700 4,309 20,502
Other ratemaking activity ............... ... ... 1,322 167 1,675
$98,110 $30,692 $72,426

Additionally, the following ratemaking efforts were initiated during fiscal 2013 but had not been completed
as of September 30, 2013:

Operating Income

Division Rate Action Jurisdiction Requested
' (In thousands)

Colorado-Kansas ........ Rate CaseD Colorado $10,891
Kentucky/Mid-States . . . . . Rate Case Kentucky 13,133
PRP® Kentucky 2,493

PRP® Virginia 213

Mid-Tex Division ....... GRIP® Railroad Commission — Environs 768
RRM® Mid-Tex Cities 17,077

Mississippi ... ........ .. Stable Rate Filing® Mississippi —
$44,575

() This rate case seeks a multi-year step increase in annual operating income of $4.5 million on January 1,
2014, $2.9 million on July 1, 2014 and $3.5 million on July 1, 2015.

@ The Pipeline Replacement Program (PRP) surcharge relates to a long-term program to replace aging infra-
structure. The Kentucky and Virginia PRPs were implemented on October 1, 2013.

(3 The Gas Reliability Infrastructure Program (GRIP) surcharge relates to replacing aging infrastructure as well
as other changes in net plant. The surcharge is calculated on a system-wide basis, but is only filed with the
Railroad Commission for unincorporated areas served by the Mid-Tex Division.
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*) The Rate Review Mechanism (RRM) is an annual rate filing mechanism that allows us to refresh our rates on
a periodic basis without filing a formal rate case. The current RRM program was approved by the Mid-Tex
Cities in the summer of 2013. The first filing under the mechanism was made in July of 2013 and has been
settled for $12.5 million to be implemented on November 1, 2013.

() The Stable Rate Filing shows no deficiency, thus no change in operating income is anticipated from the cur-

rent year filing.

Our recent ratemaking activity is discussed in greater detail below.

Infrastructure Programs

As discussed above in “Natural Gas Distribution Segment Overview” and “Regulated Transmission and
Storage Segment Overview,” infrastructure programs such as GRIP allow our regulated divisions the opportunity
to include in their rate base annually approved capital costs incurred in the prior calendar year. We currently have
infrastructure programs in Texas, Kansas, Kentucky and Virginia. The following table summarizes our infra-
structure program filings with effective dates during the fiscal years ended September 30, 2013, 2012 and 2011:

Incremental Net

Period Utility Plant Increase in Annual Effective
Division End Investment Operating Income Date
(In thousands) (In thousands)

2013 Infrastructure Programs:
Atmos Pipeline —Texas .................... 12/2012 $156,440 $26,730 05/07/2013
Colorado-Kansas — Kansas ................. 09/2012 5,376 601 01/09/2013
Kentucky/Mid-States — Georgia®® . ......... 09/2011 6,519 1,079 10/01/2012
Kentucky/Mid-States — Kentucky® .......... 09/2013 19,296 2,425 10/01/2012
Kentucky/Mid-States — Virginia ............. 09/2013 756 101 10/01/2012

Total 2013 Infrastructure Programs .......... $188,387 $30,936
2012 Infrastructure Programs: .
Mid-Tex Unincorporated (Environs)® ......... 12/2011 $145,671 $ 744 06/26/2012
Atmos Pipeline—Texas .................... 12/2011 87,210 14,684 04/10/2012
Kentucky/Mid-States — GeorgiaV® .. ........ 0972010 7,160 1,215 10/01/2011
Kentucky/Mid-States — Kentucky@® .......... 09/2012 17,347 2,529 10/01/2011

Total 2012 Infrastructure Programs . ......... $257,388 $19,172
2011 Infrastructure Programs:
Atmos Pipeline —Texas .................... 12/2010 $ 72,980 $12,605 07/26/2011
Mid-Tex/Environs . .............c..cevenn... 12/2010 107,840 576 06/27/2011
West Texas/Lubbock & WT Cities Environs .... 12/2010 17,677 343 06/01/2011
Kentucky/Mid-States — Kentucky® .......... 0972011 3,329 468 06/01/2011
Kentucky/Mid-States — Missouri® ........... 09/2010 2,367 277 02/14/2011
Kentucky/Mid-States — GeorgiaV® .. ........ 09/2009 5,359 764 10/01/2010

Total 2011 Infrastructure Programs .......... $209,552 $15,033

(h On April 1, 2013, we completed the sale of our Georgia operations to Liberty Energy (Georgia) Corp., an

affiliate of Algonquin Power & Utilities Corp. The increase in operating income arising from the

implementation of new rates is included as a component of discontinued operations through March 31, 2013.

2

structure.

2 The Pipeline Replacement Program (PRP) surcharge relates to a long-term program to replace aging infra-

3 Incremental net utility plant investment represents the system-wide incremental investment for the Mid-Tex
Division. The increase in annual operating income is for the unincorporated areas of the Mid-Tex Division

only.

@ Infrastructure System Replacement Surcharge (ISRS) relates to maintenance capital investments made since

the previous rate case.
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Annual Rate Filing Mechanisms

As an instrument to reduce regulatory lag, annual rate filing mechanisms allow us to refresh our rates on a
periodic basis without filing a formal rate case. However, these filings still involve discovery by the appropriate
regulatory authorities prior to the final determination of rates under these mechanisms. We currently have annual
rate filing mechanisms in our Louisiana and Mississippi divisions and in a portion of our Texas divisions. These
mechanisms are referred to as Dallas annual rate review (DARR) and rate review-mechanisms (RRM) in our
Mid-Tex Division, stable rate filings in the Mississippi Division and the rate stabilization clause in the Louisiana
Division. The following table summarizes filings made under our various annual rate filing mechanisms:

Increase
(Decrease) in
Annual
) Operating Effective
Division Jurisdiction Test Year Ended Income Date
(In thousands)
2013 Filings:
Louisiana ...... e LGS 12/31/2012 $ : 908 = 07/01/2013
Mid-Tex .....coiii i City of Dallas 9/30/2012 1,800 06/01/2013
Louisiana ................ ... ..cou... TransLa 9/30/2012 2,260 04/01/2013
Kentucky/Mid-States . ................... Georgiall 9/30/2013 743 02/01/2013
MiSSISSIPPI « o oo Mississippi 6/30/2012 3,441 11/01/2012
Total 2013 Filings .................... $ 9,152
2012 Filings:
Louisiana ............................. LGS 12/31/2011 $ 2,324 07/01/2012
Mid-Tex ... Dallas 9/30/2011 1,204 06/01/2012
Louisiana ............... ... ..., Trans La 9/30/2011 11 04/01/2012
Kentucky/Mid-States .................... Georgiath 9/30/2011 (818) 02/01/2012
MisSISSIPPI « « v ovvoe e Mississippi 6/30/2011 4,323 01/11/2012
Total 2012 Filings .................... $ 7,044
2011 Filings:
Mid-Tex ......cciuii i Mid-Tex Cities 12/31/2010 $ 5,126 09/27/2011
Mid-TexX ... i Dallas 12/31/2010 1,084 09/27/2011
WestTexas ..........cccoiiiiiininn.n.. Lubbock 12/31/2010 319 09/08/2011
WestTexas ............cciiiiininnnn.. Amarillo 12/31/2010 (492) 08/01/2011
Louisiana ..............c.cciiiinenn.... LGS 12/31/2010 4,109 07/01/201 1
Mid-Tex ... i i Dallas 12/31/2010 1,598 07/01/2011
Louisiana ............................. TransLa 9/30/2010 350 04/01/2011
Mid-Tex ..., Mid-Tex Cities 12/31/2009 23,122 10/01/2010
Total 2011 Filings .................... $35,216

() On April 1, 2013, we completed the sale of our Georgia operations to Liberty Energy (Georgia) Corp., an
affiliate of Algonquin Power & Utilities Corp. The increase in operating income arising from the
implementation of new rates is included as a component of discontinued operations through March 31, 2013.

From 2008 through fiscal 2011, the Mid-Tex Division had an annual rate review mechanism (RRM) for
approximately 80 percent of its customers, which allowed it to update rates annually without the necessity of fil-
ing a general rate case. In fiscal 2013, a new RRM was approved for these customers.
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Since June 2011, the Mid-Tex Division has operated under a Dallas Annual Rate Review Mechanism
(DARR) that provides the ability for it to annually update rates for its City of Dallas customers without the
necessity of filing a general rate case. The first rates were implemented under the DARR in June 2012.

During fiscal 2011, the RRC’s Division of Public Safety issued a new rule requiring natural gas distribution
companies with operations in Texas to develop and implement a risk-based program for the renewal or replace-
ment of distribution facilities, including steel service lines. The rule allows for the deferral of all expenses asso-
ciated with capital expenditures incurred pursuant to this rule until the expenses are included in rates, including
the recording of interest on the deferred expenses.

Rate Case Filings

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

Increase in Annual

Division State Operating Income Effective Date
(In thousands)
2013 Rate Case Filings:
Mid-TeX .« ottt e e e Texas $42,601 12/04/2012
Kentucky/Mid-States . . .........oooiiiniiiiinn, Tennessee 7,530 11/08/2012
IVESE TOXAS .+ ot oottt ettt et e Texas 6,569 10/01/2012
Total 2013 Rate Case Filings ................ ... . ... $56,700
2012 Rate Case Filings:
Colorado-Kansas . ..o vvn ittt e Kansas $ 3,764 09/01/2012
West Texas — Environs ...........coeeeiiiir oo, Texas 545 11/08/2011
Total 2012 Rate Case Filings ........... ... ...ttt $ 4,309
2011 Rate Case Filings:
West Texas — Amarillo Environs ........................ Texas $ 78 07/26/2011
Atmos Pipeline —Texas . ..., Texas 20,424 05/01/2011
Total 2011 Rate Case Filings ............ ...t $20,502
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Other Ratemaking Activity

The following table summarizes other ratemaking activity during the fiscal years ended September 30, 2013,
2012 and 2011: ‘ ‘

Increase in

Annual
) Operating Effective
"Division Jurisdiction” Rate Activity Income Date
(In thousands)
2013 Other Rate Activity:
Colorado-Kansas ................. Kansas Ad Valorem® $1,322 02/01/2013
Total 2013 Other Rate Activity .. .. ' , $1,322
2012 Other Rate Activity: '
Colorado-Kansas ................. Kansas Ad Valorem( $ 167 01/14/2012
Total 2012 Other Rate Activity . ... : $ 167
2011 Other Rate Activity: ’ '
West Texas .....vovnevnnnnnnnnn. Triangle Special Contract $ 641 07/01/2011
Colorado-Kansas ................. Kansas Ad Valorem® 685 01/01/2011
Colorado-Kansas ................. Colorado AMI® 349 12/01/2010
Total 2011 Other Rate Activity .. .. $1,675

M The Ad Valorem filing relates to a collection of property taxes in excess of the amount included in our Kan-
sas service area’s base rates.

@ Automated Meter Infrastructure (AMI) relates to a pilot program in the Weld County area of our Colorado
service area.

Other Regulation

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

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

13



Competition

Although our natural gas distribution operations are not currently in significant direct competition with any
other distributors of natural gas to residential and commercial customers within our service areas, we do compete
with other natural gas suppliers and suppliers of alternative fuels for sales to industrial customers. We compete in
all aspects of our business with alternative energy sources, including, in particular, electricity. Electric utilities
offer electricity as a rival energy source and compete for the space heating, water heating and cooking markets.
Promotional incentives, improved equipment efficiencies and promotional rates all contribute to the acceptability
of electrical equipment. The principal means to compete against alternative fuels is lower prices, and natural gas
historically has maintained its price advantage in the residential, commercial and industrial markets.

Our regulated transmission and storage operations historically have faced limited competition from other
existing intrastate pipelines and gas marketers seeking to provide or arrange transportation, storage and other
services for customers. However, in the last few years, several new pipelines have been completed, which has
increased the level of competition in this segment of our business.

Within our nonregulated operations, AEM competes with other natural gas marketers to provide natural gas
management and other related services primarily to smaller customers requiring higher levels of balancing,
scheduling and other related management services. AEM has experienced increased competition in recent years
primarily from investment banks and major integrated oil and natural gas companies who offer lower cost, basic
services. The increased competition has reduced margins most notably on its high-volume accounts.

Employees

At September 30, 2013, we had 4,720 employees, consisting of 4,611 employees in our regulated operations
and 109 employees in our nonregulated operations.

Available Information

Our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and
other reports, and amendments to those reports, and other forms that we file with or furnish to the Securities and
Exchange Commission (SEC) are available free of charge at our website, www.atmosenergy.com, under
“Publications and Filings” under the “Investors” tab, as soon as reasonably practicable, after we electronically
file these reports with, or furnish these reports to, the SEC. We will also provide copies of these reports free of
charge upon request to Shareholder Relations at the address and telephone number appearing below:

Shareholder Relations
Atmos Energy Corporation
P.O. Box 650205

Dallas, Texas 75265-0205
972-855-3729

Corporate Governance

In accordance with and pursuant to relevant related rules and regulations of the SEC as well as corporate
governance-related listing standards of the New York Stock Exchange (NYSE), the Board of Directors of the
Company has established and periodically updated our Corporate Governance Guidelines and Code of Conduct,
which is applicable to all directors, officers and employees of the Company. In addition, in accordance with and
pursuant to such NYSE listing standards, our Chief Executive Officer during fiscal 2013, Kim R. Cocklin, certi-
fied to the New York Stock Exchange that he was not aware of any violations by the Company of NYSE corpo-
rate governance listing standards. The Board of Directors also annually reviews and updates, if necessary, the
charters for each of its Audit, Human Resources and Nominating and Corporate Governance Committees. All of
the foregoing documents are posted on the Corporate Governance page of our website. We will also provide
copies of all corporate governance documents free of charge upon request to Shareholder Relations at the address
listed above.
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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 our
control. Although we have tried to discuss key risk factors below, please be aware that other or new risks may
prove to be important in the future. Investors should carefully consider the following discussion of risk factors as
well as other information appearing in this report. These factors include the following:

The Company is dependent on continued access to the credit and capital markets to execute our business
Strategy.

Our long-term debt is currently rated as “investment grade” by Standard & Poor’s Corporation, Moody’s
Investors Services, Inc. and Fitch Ratings, Ltd. Similar to most companies, we rely upon access to both short-term
and long-term credit and capital markets to satisfy our liquidity requirements. If adverse credit conditions were to
cause a significant limitation on our access to the private and public capital markets, we could see a reduction in our
liquidity. A significant reduction in our liquidity could in 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. Such a downgrade could
further limit our access to private credit and/or public capital markets and increase our costs of borrowing.

Further, if our credit ratings were downgraded, we could be required to provide additional liquidity to our
nonregulated segment because the commodity financial instrument markets could become unavailable to us. Our
nonregulated segment depends primarily upon an intercompany lending facility between AEH and Atmos Energy
to finance its working capital needs, supplemented by two small credit facilities with outside lenders. Our ability
to provide this liquidity to AEH for our nonregulated operations is limited by the terms of the lending arrange-
ment with AEH, which is subject to annual approval by one state regulatory commission.

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

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

Our natural gas distribution and regulated transmission and storage segments are subject to regulatory over-
sight from various state and local regulatory authorities in the eight states that we serve. Therefore, our returns
are continuously monitored and are subject to challenge for their reasonableness by the appropriate regulatory
authorities or other third-party intervenors. In the normal course of business, a regulated entity often needs to
place assets in service and establish historical test periods before rate cases that seek to adjust our allowed returns
to recover that investment can be filed. Further, the regulatory review process can be lengthy. Because of this
process, we suffer the negative financial effects of having placed assets in service without the benefit of rate
relief, which is commonly referred to as “regulatory lag.” The regulatory process also involves the risk that regu-
latory authorities may (i) review our purchases of natural gas and adjust the amount of our gas costs that we pass
through to our customers or (ii) limit the costs we may have incurred from our cost of service that can be recov-
ered from customers.

The continuation of recent economic conditions could adversely affect our customers and negatively impact
our financial results.

The slowdown in the U.S. economy in the last several years, together with increased mortgage defaults and
significant decreases in the values of homes and investment assets, has adversely affected the financial resources
of many domestic households. It is unclear whether the administrative and legislative responses to these con-
ditions will be successful in continuing to improve economic conditions, including the continued lowering of
current high unemployment rates across the U.S. As a result, our customers may seek to use even less gas and it
may become more difficult for them to pay their gas bills. This may slow collections and lead to higher than
normal levels of accounts receivable. This in turn could increase our financing requirements and bad debt
expense. Additionally, our industrial customers may seek alternative energy sources, which could result in lower
sales volumes.
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Inflation and increased gas costs could adversely impact our customer base and customer collections and
increase our level of indebtedness.

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

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

We are exposed to market risks that are beyond our control, which could adversely affect our financial
results and capital requirements.

We are subject to market risks beyond our control, including market liquidity, commodity price volatility
caused by market supply and demand dynamics and counterparty creditworthiness and interest rate risk. Our
regulated operations are generally insulated from commodity price risk through its purchased gas cost mecha-
nisms. With respect to interest rate risk, we have been operating in a relatively low interest-rate environment in
recent years compared to historical norms for both short and long-term interest rates. However, increases in
interest rates could adversely affect our future financial results.

Although our nonregulated operations represent approximately five percent of our consolidated results,
commodity price volatility experienced in this business segment could lead to some volatility in our earnings.
Our nonregulated segment manages margins and limits risk exposure on the sale of natural gas inventory or the
offsetting fixed-price purchase or sale commitments for physical quantities of natural gas through the use of a
variety of financial instruments. However, contractual limitations could adversely affect our ability to withdraw
gas from storage, which could cause us to purchase gas at spot prices in a rising market to obtain sufficient
volumes to fulfill customer contracts. We could also realize financial losses on our efforts to limit risk as a result
of volatility in the market prices of the underlying commodities or if a counterparty fails to perform under a con-
tract. Any significant tightening of the credit markets could cause more of our counterparties to fail to perform
than expected. In addition, adverse changes in the creditworthiness of our counterparties could limit the level of
trading activities with these parties and increase the risk that these parties may not perform under a contract.
These circumstances could also increase our capital requirements.

Although we manage our business to maintain no open positions related to our physical storage, there are
times when limited net open positions may occur on a short-term basis. Net open positions may increase vola-
tility in our financial condition or results of operations if market prices move in a significantly favorable or
unfavorable manner before the open positions can be closed. The determination of our net open position as of the
end of any particular trading day requires us to make assumptions as to future circumstances, including the use of
gas by our customers in relation to our anticipated storage and market positions. Because the price risk associated
with any net open position at the end of such day may increase if the assumptions are not realized, we review
these assumptions as part of our daily monitoring activities. Further, if the local physical markets do not move
consistently with the NYMEX futures market upon which most of our commodity derivative financial instru-
ments are valued, we could experience increased volatility in the financial results of our nonregulated segment.
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The concentration of our distribution, pipeline and storage operations in the State of Texas exposes our
operations and financial results to economic conditions and regulatory decisions in Texas.

Over 50 percent of our natural gas distribution customers and most of our pipeline and storage assets and
operations are located in the State of Texas. This concentration of our business in Texas means that our oper-
ations and financial results may be significantly affected by changes in the Texas economy in general and regu-
latory decisions by state and local regulatory authorities in Texas.

Our operations are subject to increased competition.

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

In the case of industrial customers, such as manufacturing plants, adverse economic conditions, including
higher gas costs, could cause these customers to use alternative sources of energy, such as electricity, or bypass
our systems in favor of special competitive contracts with lower per-unit costs. Our regulated transmission and
storage operations historically have faced limited competition from other existing intrastate pipelines and gas
marketers seeking to provide or arrange transportation, storage and other services for customers. However, in the
last few years, several new pipelines have been completed, which has increased the level of competition in this
segment of our business.

Finally, within our nonregulated operations, AEM competes with other natural gas marketers to provide
natural gas management and other related services primarily to smaller customers requiring higher levels of bal-
ancing, scheduling and other related management services. AEM has experienced increased competition in recent
years from competitors who offer lower cost, basic services.

Adpverse weather conditions could affect our operations or financial resullts.

We have weather-normalized rates for over 95 percent of our residential and commercial meters in our natu-
ral gas distribution business, which substantially mitigates the adverse effects of warmer-than-normal weather for
meters in those service areas. However, there is no assurance that we will continue to receive such regulatory
protection from adverse weather in our rates in the future. The loss of such weather-normalized rates could have
an adverse effect on our operations and financial results. In addition, our natural gas distribution and regulated
transmission and storage operating results may continue to vary somewhat with the actual temperatures during
the winter heating season. Sustained cold weather could adversely affect our nonregulated operations as we may
be required to purchase gas at spot rates in a rising market to obtain sufficient volumes to fulfill some customer
contracts. Additionally, sustained cold weather could challenge our ability to adequately meet customer demand
in our natural gas distribution and regulated transmission and storage operations.

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

We must continually build additional capacity in our natural gas distribution system to enable us to serve
any growth in the number of our customers. The cost of adding this capacity may be affected by a number of
factors, including the general state of the economy and weather. In addition, although we should ultimately
recover the cost of the expenditures through rates, we must make significant capital expenditures to comply with
rules issued by the RRC’s Division of Public Safety that require natural gas distribution companies to develop
and implement risk-based programs for the renewal or replacement of distribution facilities, including steel serv-
ice lines. Our cash flows from operations generally are sufficient to supply funding for all our capital
expenditures, including the financing of the costs of new construction along with capital expenditures necessary
to maintain our existing natural gas system. Due to the timing of these cash flows and capital expenditures, we
often must fund at least a portion of these costs through borrowing funds from third-party lenders, the cost and

17



availability of which is dependent on the liquidity of the credit markets, interest rates and other market con-
ditions. This in turn may limit our ability to connect new customers to our system due to constraints on the
amount of funds we can invest in our infrastructure.

The costs of providing health care benefits, pension and postretirement health care benefits and related
funding requirements may increase substantially.

We provide health care benefits and a cash-balance pension plan and postretirement health care benefits to
eligible full-time employees. The costs of providing health care benefits to our employees could significantly
increase over time due to rapidly increasing health care inflation, the impact of the Health Care Reform Act of
2010 (HCR) and any future legislative changes related to the provision of health care benefits. Although the HCR
is not expected to have a direct material impact when a number of its more significant provisions become effec-
tive in 2014, the impact of costs incurred by the insurance industry arising from the implementation of HCR on
the Company are difficult to measure at this time.

The costs of providing a cash-balance pension plan and postretirement health care benefits to eligible full-
time employees and related funding requirements could be influenced by changes in the market value of the
assets funding our pension and postretirement health care plans. Any significant declines in the value of these
investments could increase the costs of our pension and postretirement health care plans and related funding
requirements in the future. Further, our costs of providing such benefits and related funding requirements are also
subject to a number of factors, including (i) changing demographics, including longer life expectancy of benefi-
ciaries and an expected increase in the number of eligible former employees over the next five to ten years; and
(i) various actuarial calculations and assumptions, which may differ materially from actual results due primarily
to changing market and economic conditions and higher or lower withdrawal rates.

The costs to the Company of providing these benefits and related funding requirements could also increase
materially in the future, depending on the timing of the recovery, if any, of such costs through our rates.

We may experience increased federal, state and local regulation of the safety of our operations.

We are committed to constantly monitoring and maintaining our pipeline and distribution system to ensure
that natural gas is delivered safely, reliably and efficiently through our network of more than 72,000 miles of
pipeline and distribution lines. The pipeline replacement programs currently underway in several of our divisions
typify the preventive maintenance and continual renewal that we perform on our natural gas distribution system
in the eight states in which we currently operate. The safety and protection of the public, our customers and our
employees is our top priority. However, due primarily to the unfortunate pipeline incident in California in 2010,
natural gas distribution and pipeline companies are facing increasing federal, state and local oversight of the
safety of their operations. Although we believe these costs should be ultimately recoverable through our rates, the
costs of complying with such increased regulations may have at least a short-term adverse impact on our operat-
ing costs and financial results.

Some of our operations are subject to increased federal regulatory oversight that could affect our operations
and financial results.

FERC has regulatory authority over some of our operations, including sales of natural gas in the wholesale
gas market and the use and release of interstate pipeline and storage capacity. FERC has adopted rules designed
to prevent market power abuse and market manipulation and to promote compliance with FERC’s other rules,
policies and orders by companies engaged in the sale, purchase, transportation or storage of natural gas in inter-
state commerce. These rules carry increased penalties for violations. Although we have taken steps to structure
current and future transactions to comply with applicable current FERC regulations, changes in FERC regu-
lations or their interpretation by FERC or additional regulations issued by FERC in the future could also
adversely affect our business, financial condition or financial results. '
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We are subject to environmental regulations which could adversely affect our operations or financial
results.

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 that govern discharges of substances into the air and water, the management and disposal of hazardous
substances and waste, the clean-up of contaminated sites, groundwater quality and availability, plant and wildlife
protection, as well as work practices related to employee health and safety. Environmental legislation also
requires that our facilities, sites and other properties associated with our operations be operated, maintained,
abandoned and reclaimed to the satisfaction of applicable regulatory authorities. Failure to comply with these
laws, regulations, permits and licenses may expose us to fines, penalties or interruptions in our operations that
could be significant to our financial results. In addition, existing environmental regulations may be revised or our
operations may become subject to new regulations.

Our business may be subject in the future to additional regulatory and financial risks associated with global
warming and climate change.

There have been a number of federal and state legislative and regulatory initiatives proposed in recent years
in an attempt to control or limit the effects of global warming and overall climate change, including greenhouse
gas emissions, such as carbon dioxide. The adoption of this type of legislation by Congress or similar legislation
by states or the adoption of related regulations by federal or state governments mandating a substantial reduction
in greenhouse gas emissions in the future could have far-reaching and significant impacts on the energy industry.
Such new legislation or regulations could result in increased compliance costs for us or additional operating
restrictions on our business, affect the demand for natural gas or impact the prices we charge to our customers.
At this time, we cannot predict the potential impact of such laws or regulations that may be adopted on our future
business, financial condition or financial results.

Distributing, transporting and storing natural gas involve risks that may result in accidents and additional
operating costs.

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

Cyber-attacks or acts of cyber-terrorism could disrupt our business operations and information technology
systems or result in the loss or exposure of confidential or sensitive customer, employee or Company
information.

Our business operations and information technology systems may be vulnerable to an attack by individuals
or organizations intending to disrupt our business operations and information technology systems. We use such
systems to manage our natural gas distribution and intrastate pipeline operations and other business processes.
Disruption of those systems could adversely impact our ability to safely deliver natural gas to our customers,
operate our pipeline systems or serve our customers timely. Accordingly, if such an attack or act of terrorism
were to occur, our operations and financial results could be adversely affected. In addition, we use our
information technology systems to protect confidential or sensitive customer, employee and Company
information developed and maintained in the normal course of our business. Any attack on such systems that
would result in the unauthorized release of customer, employee or other confidential or sensitive data could have
a material adverse effect on our business reputation, increase our costs and expose us to additional material legal
claims and liability. Even though we have insurance coverage in place for many of these cyber-related risks, if
such an attack or act of terrorism were to occur, our operations and financial results could be adversely affected.
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Natural disasters, terrorist activities or other significant events could adversely affect our operations or
financial results.

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

ITEM 1B. Unresolved Staff Comments.
Not applicable.

ITEM 2.  Properties.
Distribution, transmission and related assets

At September 30, 2013, in our natural gas distribution segment, we owned an aggregate of 67,146 miles of
underground distribution and transmission mains throughout our gas distribution systems. These mains are
located on easements or rights-of-way which generally provide for perpetual use. We maintain our mains through
a program of continuous inspection and repair and believe that our system of mains is in good condition. Through
our regulated transmission and storage segment we owned 5,628 miles of gas transmission and gathering lines as
well as 110 miles of gas transmission and gathering lines through our nonregulated segment.

Storage Assets

We own underground gas storage facilities in several states to supplement the supply of natural gas in peri-
ods of peak demand. The following table summarizes certain information regarding our underground gas storage

facilities at September 30, 2013:

Maximum
Total Daily Delivery
Usable Capacity Cushion Gas Capacity Capability
State (Mcf) (Mcf)y (Mcf) (Mcf)
Natural Gas Distribution Segment
Kentucky .......cooviinineiinenn.. 4,442,696 6,322,283 10,764,979 105,100
Kansas ..........c.ovviiiiin... 3,239,000 2,300,000 5,539,000 45,000
MISSISSIPPL <« oo evee e 2,211,894 2,442.917 4,654,811 48,000
Total . .........ccviiiiiiiiii... 9,893,590 11,065,200 20,958,790 198,100
Regulated Transmission and Storage
Segment —Texas . ................ 46,143,226 15,878,025 62,021,251 1,235,000
Nonregulated Segment
Kentucky ........coovviiiiiin..n. 3,438,900 3,240,000 6,678,900 67,500
Louisiana . ............coovenennnnn 438,583 300,973 739,556 56,000
Total . .........cccviiiiiiiiiiann. 3,877,483 3,540,973 7,418,456 123,500
Total ..........ccoiiiiiiiin 59,914,299 30,484,198 90,398,497 1,556,600

() Cushion gas represents the volume of gas that must be retained in a facility to maintain reservoir pressure.
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Additionally, we contract for storage service in underground storage facilities on many of the interstate pipe-
lines serving us to supplement our proprietary storage capacity. The following table summarizes our contracted
storage capacity at September 30, 2013:

Maximum
Maximum Daily
Storage Withdrawal
Quantity Quantity
Segment Division/Company (MMBtu) (MDWQ)®
Natural Gas Distribution Segment
Colorado-Kansas Division 4,261,909 108,489
Kentucky/Mid-States Division 11,081,603 344,706
Louisiana Division 2,736,539 161,393
Mid-Tex Division 1,000,000 75,000
Mississippi Division 3,695,429 162,402
West Texas Division 3,375,000 106,000
TOtal . . . o e e e 26,150,480 957,990
Nonregulated Segment
Atmos Energy Marketing, LLC 8,026,869 250,937
Trans Louisiana Gas Pipeline, Inc. 1,674,000 67,507
TOMAL . . . o oo e e e 9,700,869 318,444
Total Contracted Storage Capacity ............ ... ... . . i, 35,851,349 1,276,434

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

Offices

Our administrative offices and corporate headquarters are consolidated in a leased facility in Dallas, Texas.
We also maintain field offices throughout our service territory, the majority of which are located in leased facili-
ties. The headquarters for our nonregulated operations are in Houston, Texas, with offices in Houston and other

locations, primarily in leased facilities.

ITEM 3. Legal Proceedings.
See Note 10 to the consolidated fi

ITEM 4. Mine Safety Disclosures.
Not applicable.

nancial statements.
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PART 11

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

Our stock trades on the New York Stock Exchange under the trading symbol “ATO.” The high and low sale
prices and dividends paid per share of our common stock for fiscal 2013 and 2012 are listed below. The high and
low prices listed are the closing NYSE quotes, as reported on the NYSE composite tape, for shares of our com-
mon stock:

Fiscal 2013 Fiscal 2012
Dividends Dividends
High Low Paid High Low Paid
Quarter ended:
December31 ............. . ... .. .. ... $36.86  $33.20 $0.35 $35.40 $30.97 $0.345
March31 ...... ... ... .. . . 42.69 35.11 0.35 33.15 30.60 0.345
June30 ... ... 44.87 38.59 0.35 35.07 30.91 0.345
September30 ....... ... ... 45.19 39.40 0.35 36.94 34.94 0.345
$1.40 $ 1.38

Dividends are payable at the discretion of our Board of Directors out of legally available funds. The Board
of Directors typically declares dividends in the same fiscal quarter in which they are paid. The number of record
holders of our common stock on October 31, 2013 was 16,746. Future payments of dividends, and the amounts of
these dividends, will depend on our financial condition, results of operations, capital requirements and other fac-
tors. We sold no securities during fiscal 2013 that were not registered under the Securities Act of 1933, as
amended.
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Performance Graph

The performance graph and table below compares the yearly percentage change in our total return to share-
holders for the last five fiscal years with the total return of the S&P 500 Stock Index and the cumulative total
return of a customized peer company group, the Comparison Company Index. The Comparison Company Index
is comprised of natural gas distribution companies with similar revenues, market capitalizations and asset bases
to that of the Company. The graph and table below assume that $100.00 was invested on September 30, 2008 in
our common stock, the S&P 500 Index and in the common stock of the companies in the Comparison Company
Index, as well as a reinvestment of dividends paid on such investments throughout the period.

Comparison of Five-Year Cumulative Total Return
among Atmos Energy Corporation, S&P 500 Index
and Comparison Company Index
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Cumulative Total Return
9/30/2008 9/30/2009 9/30/2010 9/30/2011 9/30/2012 9/30/2013

Atmos Energy Corporation . . ... 100.00 111.68 121.63 140.75 161.81 199.54
S&PS500........... ... ... 100.00 93.09 102.55 103.72 135.05 161.17
PeerGroup .................. 100.00 98.11 130.03 153.00 184.92 217.15

The Comparison Company Index contains a hybrid group of utility companies, primarily natural gas dis-
tribution companies, recommended by our independent executive compensation consulting firm and approved by
the Board of Directors. The companies included in the index are AGL Resources Inc., CenterPoint Energy
Resources Corporation, CMS Energy Corporation, Integrys Energy Group, Inc., National Fuel Gas, NiSource
Inc., ONEOK Inc., Piedmont Natural Gas Company, Inc., Questar Corporation, Vectren Corporation and WGL
Holdings, Inc.
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The following table sets forth the number of securities authorized for issuance under our equity compensa-
tion plans at September 30, 2013.

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) (b) (c)
Equity compensation plans approved
by security holders:
1998 Long-Term Incentive Plan .. ... .. 7,930 $25.96 1,403,439
Total equity compensation plans
approved by security holders . . . . .. 7,930 25.96 1,403,439
Equity compensation plans not
approved by security holders . . .. .. —_ — —
Total ......... ... ... . ... ... ... 7,930 $25.96 1,403,439

On September 28, 2011, the Board of Directors approved a program authorizing the repurchase of up to five
million shares of common stock over a five-year period. The program is primarily intended to minimize the dilu-
tive effect of equity grants under various benefit related incentive compensation plans of the Company. Although
the program is authorized for a five-year period, it may be terminated or limited at any time. Shares may be
repurchased in the open market or in privately negotiated transactions in amounts the Company deems appro-
priate. We did not repurchase any shares during fiscal 2013. At September 30, 2013, there were 4,612,009 shares
of repurchase authority remaining under the program.

ITEM 6. Selected Financial Data.

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

Fiscal Year Ended September 30
2013 20120 2011M 2010 20090
(In thousands, except per share data)

Results of Operations

Operating revenues ................ $3,886,257  $3,438,483  $4,286,435  $4,661,060  $4,793,248
Grossprofit ...................... $1,412,050  $1,323,739  $1,300,820 $1,314,136  $1,297,682
Income from continuing operations ... $ 230,698 $ 192,196 $ 189,588 $ 189,851 $ 175,026
Netincome ...................... $ 243,194 $ 216,717 $ 207,601 $ 205,839 § 190,978
Diluted income per share from

continuing operations ............ $ 250 % 210 S 207 $ 203 % 1.90
Diluted net income per share . ... ... .. $ 264 % 237 $ 227 $ 220 $ 2.07

134 § 1.32

&

1.36

&

Cash dividends declared per share .... $ 140 $ 1.38
Financial Condition
Net property, plant and equipment® ... $6,030,655  $5,475,604  $5,147,918  $4,793,075 $4,439,103

Total assets ...................... $7,940,401  $7,495,675 $7,282,871  $6,763,791  $6,367,083
Capitalization:
Shareholders’ equity ............. $2,580,409  $2,359,243  $2,255421  $2,178,348  $2,176,761
Long-term debt (excluding current
maturities) ........... 2,455,671 1,956,305 2,206,117 1,809,551 2,169,400
Total capitalization ................ $5,036,080  $4,315,548  $4,461,538  $3,987,899  $4,346,161

(1 Financial results for fiscal years 2012, 2011 and 2009 include a $5.3 million, $30.3 million and a
$5.4 million pre-tax loss for the impairment of certain assets.

@ Amounts shown for fiscal 2012 and 2011 are net of assets held for sale.
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ITEM 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
INTRODUCTION

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

Several factors exist that could influence our future financial performance, some of which are described in
Item 1A above, “Risk Factors”. They should be considered in connection with evaluating forward-looking state-
ments contained in this report or otherwise made by or on behalf of us since these factors could cause actual
results and conditions to differ materially from those set out in such forward-looking statements.

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

The statements contained in this Annual Report on Form 10-K may contain “forward-looking statements”
within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act
of 1934. All statements other than statements of historical fact included in this Report are forward-looking state-
ments made in good faith by us and are intended to qualify for the safe harbor from liability established by the
Private Securities Litigation Reform Act of 1995. When used in this Report, or any other of our documents or
oral presentations, the words “anticipate”, “believe”, “estimate”, “expect”, “forecast”, “goal”, “intend”,
“objective”, “plan”, “projection”, “seek”, “strategy”” or similar words are intended to identify forward-looking
statements. Such forward-looking statements are subject to risks and uncertainties that could cause actual results
to differ materially from those expressed or implied in the statements relating to our strategy, operations, mar-
kets, services, rates, recovery of costs, availability of gas supply and other factors. These risks and uncertainties
include the following: our ability to continue to access the credit markets to satisfy our liquidity requirements;
regulatory trends and decisions, including the impact of rate proceedings before various state regulatory commis-
sions; the impact of adverse economic conditions on our customers; the effects of inflation and changes in the
availability and price of natural gas; market risks beyond our control affecting our risk management activities,
including market liquidity, commodity price volatility, increasing interest rates and counterparty creditworthi-
ness; the concentration of our distribution, pipeline and storage operations in Texas; increased competition from
energy suppliers and alternative forms of energy; adverse weather conditions; the capital-intensive nature of our
gas distribution business; increased costs of providing pension and postretirement health care benefits and
increased funding requirements along with increased costs of health care benefits; possible increased federal,
state and local regulation of the safety of our operations; increased federal regulatory oversight and potential
penalties; the impact of environmental regulations on our business; the impact of possible future additional regu-
latory and financial risks associated with global warming and climate change on our business; the inherent haz-
ards and risks involved in operating our gas distribution business; the threat of cyber-attacks or acts of cyber-
terrorism that could disrupt our business operations and information technology systems; natural disasters,
terrorist activities or other events and other risks and uncertainties discussed herein, all of which are difficult to
predict and many of which are beyond our control. Accordingly, while we believe these forward-looking state-
ments to be reasonable, there can be no assurance that they will approximate actual experience or that the
expectations derived from them will be realized. Further, we undertake no obligation to update or revise any of
our forward-looking statements whether as a result of new information, future events or otherwise.

CRITICAL ACCOUNTING POLICIES

Our consolidated financial statements were prepared in accordance with accounting principles generally
accepted in the United States. Preparation of these financial statements requires us to make estimates and judg-
ments that affect the reported amounts of assets, liabilities, revenues and expenses and the related disclosures of
contingent assets and liabilities. We base our estimates on historical experience and various other assumptions
that we believe to be reasonable under the circumstances. Actual results may differ from estimates.
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Our significant accounting policies are discussed in Note 2 to our consolidated financial statements. The
accounting policies discussed below are both important to the presentation of our financial condition and results
of operations and require management to make difficult, subjective or complex accounting estimates. Accord-
ingly, these critical accounting policies are reviewed periodically by the Audit Committee of the Board of Direc-

tors.

Critical

Accounting Policy

Summary of Policy

Factors Influencing
Application of the Policy

Regulation

Unbilled Revenue

Our natural gas distribution and regulated trans-
mission and storage operations meet the criteria of
a cost-based, rate-regulated entity under account-
ing principles generally accepted in the United
States. Accordingly, the financial results for these
operations reflect the effects of the ratemaking and
accounting practices and policies of the various
regulatory commissions to which we are subject.

As a result, certain costs that would normally be
expensed under accounting principles generally
accepted in the United States are permitted to be
capitalized or deferred on the balance sheet
because it is probable they can be recovered
through rates. Further, regulation may impact the
period in which revenues or expenses are recog-
nized. The amounts to be recovered or recognized
are based upon historical experience and our
understanding of the regulations.

Discontinuing the application of this method of
accounting for regulatory assets and liabilities
could significantly increase our operating
expenses as fewer costs would likely be cap-
italized or deferred on the balance sheet, which
could reduce our net income.

We follow the revenue accrual method of account-
ing for natural gas distribution segment revenues
whereby revenues attributable to gas delivered to
customers, but not yet billed under the cycle bill-
ing method, are estimated and accrued and the
related costs are charged to expense.

On occasion, we are permitted to implement new
rates that have not been formally approved by our
regulatory authorities, which are subject to refund.
We recognize this revenue and establish a reserve
for amounts that could be refunded based on our
experience for the jurisdiction in which the rates
were implemented.
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Decisions of regulatory
authorities

Issuance of new
regulations

Assessing the probability
of the recoverability of
deferred costs

Estimates of delivered
sales volumes based on
actual tariff information
and weather information
and estimates of customer
consumption and/or
behavior

Estimates of purchased
gas costs related to esti-
mated deliveries

Estimates of uncollectible
amounts billed subject to
refund



Critical
Accounting Policy

Sumimnary of Policy

Factors Influencing
Application of the Policy

Pension and other
postretirement plans

Pension and other postretirement plan costs and
liabilities are determined on an actuarial basis
using a September 30 measurement date and are
affected by numerous assumptions and estimates
including the market value of plan assets, esti-
mates of the expected return on plan assets,
assumed discount rates and current demographic
and actuarial mortality data. The assumed discount
rate and the expected return are the assumptions
that generally have the most significant impact on
our pension costs and liabilities. The assumed
discount rate, the assumed health care cost trend
rate and assumed rates of retirement generally
have the most significant impact on our
postretirement plan costs and liabilities.

The discount rate is utilized principally in calculat-
ing the actuarial present value of our pension and
postretirement obligations and net periodic pen-
sion and postretirement benefit plan costs. When
establishing our discount rate, we consider high
quality corporate bond rates based on bonds avail-
able in the marketplace that are suitable for set-
tling the obligations, changes in those rates from
the prior year and the implied discount rate that is
derived from matching our projected benefit dis-
bursements with currently available high quality
corporate bonds.

The expected long-term rate of return on assets is
utilized in calculating the expected return on plan
assets component of our annual pension and post-
retirement plan costs. We estimate the expected
return on plan assets by evaluating expected bond
returns, equity risk premiums, asset allocations, the
effects of active plan management, the impact of
periodic plan asset rebalancing and historical per-
formance. We also consider the guidance from our
investment advisors in making a final determination
of our expected rate of return on assets. To the
extent the actual rate of return on assets realized
over the course of a year is greater than or less than
the assumed rate, that year’s annual pension or
postretirement plan costs are not affected. Rather,
this gain or loss reduces or increases future pension
or postretirement plan costs over a period of
approximately ten to twelve years.

The market-related value of our plan assets repre-
sents the fair market value of the plan assets,
adjusted to smooth out short-term market fluctua-
tions over a five-year period. The use of this meth-
odology will delay the impact of current market
fluctuations on the pension expense for the period.
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General economic and
market conditions

Assumed investment
returns by asset class

Assumed future salary
increases

Projected timing of future
cash disbursements

Health care cost
experience trends

Participant demographic
information

Actuarial mortality
assumptions

Impact of legislation



Critical
Accounting Policy

Summary of Policy

Factors Influencing
Application of the Policy

Contingencies . ...........

Financial instruments and

hedging activities . . .. ...

We estimate the assumed health care cost trend
rate used in determining our postretirement net
expense based upon our actual health care cost
experience, the effects of recently enacted legis-
lation and general economic conditions. Our
assumed rate of retirement is estimated based
upon our annual review of our participant census
information as of the measurement date.

In the normal course of business, we are con-
fronted with issues or events that may result in a
contingent liability. These generally relate to
uncollectible receivables, lawsuits, claims made
by third parties or the action of various regulatory
agencies. We recognize these contingencies in our
consolidated financial statements when we
determine, based on currently available facts and
circumstances it is probable that a liability has
been incurred or an asset will not be recovered,
and an amount can be reasonably estimated.

Actual results may differ from estimates, depend-
ing on actual outcomes or changes in the facts or
expectations surrounding each potential exposure.
Changes in the estimates related to contingencies
could have a negative impact on our consolidated
results of operations, cash flows or financial posi-
tion. Our contingencies are further discussed in
Note 10 to our consolidated financial statements.

We use financial instruments to mitigate commod-
ity price risk and interest rate risk. The objectives
for using financial instruments have been tailored
to meet the needs of our regulated and non-
regulated businesses. These objectives are more
fully described in Note 12 to the consolidated

financial statements.

We record all of our financial instruments on the
balance sheet at fair value as required by account-
ing principles generally accepted in the United
States, with changes in fair value ultimately
recorded in the income statement. The recognition
of the changes in fair value of these financial
instruments recorded in the income statement is
contingent upon whether the financial instrument
has been designated and qualifies as a part of a
hedging relationship or if regulatory rulings require
a different accounting treatment. Our accounting
elections for financial instruments and hedging
activities utilized are more fully described in Note
12 to the consolidated financial statements.
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Management’s estimate of
future resolution

Designation of contracts
under the hedge account-
ing rules

Judgment in the applica-
tion of accounting guid-
ance

Assessment of the
probability that future
hedged transactions will
occur

Changes in market con-
ditions and the related
impact on the fair value of
the hedged item and the
associated designated
financial instrument

Changes in the effective-
ness of the hedge relation-
ship



Critical

Accounting Policy

Summary of Policy

Factors Influencing
Application of the Policy

Fair Value
Measurements

The criteria used to determine if a financial instru-
ment meets the definition of a derivative and
qualifies for hedge accounting treatment are
complex and require management to exercise
professional judgment. Further, as more fully
discussed below, significant changes in the fair
value of these financial instruments could materi-
ally impact our financial position, results of oper-
ations or cash flows. Finally, changes in the
effectiveness of the hedge relationship could
impact the accounting treatment.

We report certain assets and liabilities at fair val-
ue, which is defined as the price that would be
received to sell an asset or paid to transfer a
liability in an orderly transaction between market
participants at the measurement date (exit price).

The fair value of our financial instruments is sub-
ject to potentially significant volatility based on
numerous considerations including, but not lim-
ited to changes in commodity prices, interest rates,
maturity and settlement of these financial instru-
ments.

Prices actively quoted on national exchanges are
used to determine the fair value of most of our
assets and liabilities recorded on our balance sheet
at fair value. Within our nonregulated operations,
we utilize a mid-market pricing convention (the
mid-point between the bid and ask prices) for
determining fair value measurement, as permitted
under current accounting standards. Values
derived from these sources reflect the market in
which transactions involving these financial
instruments are executed.

We utilize models and other valuation methods to
determine fair value when external sources are not
available. Values are adjusted to reflect the poten-
tial impact of an orderly liquidation of our posi-
tions over a reasonable period of time under then-
current market conditions.

We believe the market prices and models used to
value these financial instruments represent the
best information available with respect to the
market in which transactions involving these
financial instruments are executed, the closing
exchange and over-the-counter quotations, time
value and volatility factors underlying the con-
tracts.
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General economic and
market conditions

Volatility in underlying
market conditions

Maturity dates of financial
instruments

Creditworthiness of our
counterparties

Creditworthiness of
Atmos Energy

Impact of credit risk miti-
gation activities on the
assessment of the cred-
itworthiness of Atmos
Energy and its counter-
parties



Critical Factors Influencing
Accounting Policy Summary of Policy Application of the Policy

Fair-value estimates also consider our own cred-
itworthiness and the creditworthiness of the coun-
terparties involved. Our counterparties consist
primarily of financial institutions and major
energy companies. This concentration of counter-
parties may materially impact our exposure to
credit risk resulting from market, economic or
regulatory conditions. We seek to minimize coun-
terparty credit risk through an evaluation of their
financial condition and credit ratings and the use
of collateral requirements under certain circum-

stances.
Impairment assessments ... We review the carrying value of our long-lived General economic and
assets, including goodwill and identifiable market conditions

intangibles, whenever events or changes in
circumstance indicate that such carrying values
may not be recoverable, and at least annually for
goodwill, as required by U.S. accounting stan-

Projected timing and
amount of future dis-
counted cash flows

dards.
The evaluation of our goodwill balances and other ~ Judgment in the evalua-
long-lived assets or identifiable assets for which tion of relevant data

uncertainty exists regarding the recoverability of
the carrying value of such assets involves the
assessment of future cash flows and external
market conditions and other subjective factors that
could impact the estimation of future cash flows
including, but not limited to the commodity prices,
the amount and timing of future cash flows, future
growth rates and the discount rate. Unforeseen
events and changes in circumstances or market
conditions could adversely affect these estimates,
which could result in an impairment charge.

RESULTS OF OPERATIONS
Overview

Atmos Energy Corporation is involved in the distribution, marketing and transportation of natural gas.
Accordingly, our results of operations are impacted by the demand for natural gas, particularly during the winter
heating season, and the volatility of the natural gas markets. Historically, this has generally resulted 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 histor-
ically been our most critical earnings quarter with an average of approximately 54 percent of our consolidated net
income having been earned in the second quarter during the three most recently completed fiscal years. However,
we believe rate design changes implemented during the first quarter of fiscal 2013 in our Mid-Tex and West
Texas Divisions should continue to cause this pattern to change. The rate design approved in these regulatory
proceedings includes an increase to the customer base charge and a decrease in the consumption charge applied
to customer usage. The effect of this change in rate design should result in a more equal distribution of operating
income earned over the fiscal year for approximately 50 percent of our natural gas distribution segment.
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Additionally, the seasonality of our business impacts our working capital differently at various times during
the year. Typically, our accounts receivable, accounts payable and short-term debt balances peak by the end of
January and then start to decline, as customers begin to pay their winter heating bills. Gas stored underground,
particularly in our natural gas distribution segment, typically peaks in November and declines as we utilize stor-
age gas to serve our customers.

During fiscal 2013, we earned $243.2 million, or $2.64 per diluted share, which represents a twelve percent
increase in net income and diluted net income per share over fiscal 2012, primarily due to recent improvements
in rate designs in our natural gas distribution and regulated transmission and storage segments combined with a
two percent year-over-year increase in consolidated natural gas distribution throughput due to colder weather.

We completed the sale of our Georgia natural gas distribution operations on April 1, 2013 to Liberty Energy
(Georgia) Corp., an affiliate of Algonquin Power & Utilities Corp. for a cash price of approximately $153 million
pursuant to a purchase agreement executed on August 8, 2012. In connection with the sale, we recognized a net
of tax gain of $5.3 million. Accordingly, the results of operations for this service area are shown in discontinued
operations for all periods presented. Prior-year results also reflect our Illinois, Iowa and Missouri service areas in
discontinued operations. The sale of these three service areas was completed in August 2012.

We also took several steps during the year ended September 30, 2013 to further strengthen our balance sheet
and borrowing capability. In December 2012, we amended our $750 million revolving credit agreement primarily
to (i) increase our borrowing capacity to $950 million while retaining the accordion feature that would allow an
increase in borrowing capacity up to $1.2 billion and (ii) to permit same-day funding on base rate loans. In
August 2013, we amended our revolving credit agreement primarily to increase the term through August 2018.
We also terminated Atmos Energy Marketing’s $200 million committed and secured credit facility and replaced
this facility with two $25 million 364-day bilateral facilities, which should result in a decrease in external credit
expense incurred in our nonregulated operations. After giving effect to these changes, we have over $1 billion of
working capital funding from four committed revolving credit facilities and one noncommitted revolving credit
facility.

On January 11, 2013, we issued $500 million of 4.15% 30-year unsecured senior notes, which replaced, on a
long-term basis, our $250 million 5.125% 10-year unsecured senior notes we redeemed in August 2012. The net
proceeds of approximately $494 million were used to repay $260 million outstanding under the short-term
financing facility used to redeem our 5.125% senior notes and to partially repay commercial paper borrowings
and for general corporate purposes.
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Consolidated Results

The following table presents our consolidated financial highlights for the fiscal years ended September 30,
2013, 2012 and 2011.
For the Fiscal Year Ended September 30

2013 2012 2011
(In thousands, except per share data)

OPperating reVenuUES . ... .....uvurvrinannereeeeennnns $3,886,257  $3,438,483  $4,286,435
Grossprofit . ....... ...t e 1,412,050 1,323,739 1,300,820
Operating eXpenses . .. ........c..oueiuinunnraunnennn 910,171 877,499 874,834
Operating inCome . .............ouiiienenennennnnnn 501,879 446,240 425,986
Miscellaneous income (expense) ..................... 197) (14,644) 21,184
Interestcharges ......... ... ... ... .. ... ... ...... 128,385 141,174 150,763
Income from continuing operations before income taxes . . . 373,297 290,422 296,407
Income taXx eXpense .. ............oiiiiieaiaanan. 142,599 98,226 106,819
Income from continuing operations ................... 230,698 192,196 189,588
Income from discontinued operations, netof tax ......... 7,202 18,172 18,013
Gain on sale of discontinued operations, netof tax ....... 5,294 6,349 —
NEtinCOmMe . .. ovv ettt e e e e e e $ 243,194 $ 216,717 $ 207,601
Diluted net income per share from continuing operations .. $ 250 $ 210 $ 2.07
Diluted net income per share from discontinued

OPEIatioNS ... .....'''iertiiieeeeiien i $ 014 $ 027 $ 0.20
Diluted net income pershare . ........................ $ 264 $ 237 $ 227

Regulated operations contributed 95 percent, 97 percent and 104 percent to our consolidated net income
from continuing operations for fiscal years 2013, 2012 and 2011. Our consolidated net income during the last
three fiscal years was earned across our business segments as follows:

For the Fiscal Year Ended September 30

2013 2012 2011
(In thousands)
Natural gas distribution segment . ......................... $150,856 $123,848  $144,705
Regulated transmission and storage segment . . ............... 68,260 63,059 52,415
Nonregulated segment ............. .. ..., 11,582 5,289 (7,532)
Net income from continuing operations .. ................... 230,698 192,196 189,588
Net income from discontinued operations ................... 12,496 24,521 18,013
Netincome . ... ... ... it $243,194  $216,717 $207,601
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The following table segregates our consolidated net income and diluted earnings per share between our
regulated and nonregulated operations:
For the Fiscal Year Ended September 30

2013 2012 2011

(In thousands, except per share data)
Regulated operations ................ccooiriininennnnnn. $219,116  $186,907 $197,120
Nonregulated operations ..................coovuiiennai.n. 11,582 5,289 (7,532)
Net income from continuing operations .. ................... 230,698 192,196 189,588
Net income from discontinued operations ................... 12,496 24,521 18,013
NEtINCOME . ..ottt it e et e e e e e et $243,194 $216,717  $207,601
Diluted EPS from continuing regulated operations ............ $ 238 §$ 204 $ 215
Diluted EPS from nonregulated operations .................. 0.12 0.06 (0.08)
Diluted EPS from continuing operations .................... 2.50 2.10 2.07
Diluted EPS from discontinued operations ........... e 0.14 0.27 0.20
Consolidated diluted EPS . .. ....... .. ... ... ............ $ 264 $ 237 § 227

We reported net income of $243.2 million, or $2.64 per diluted share for the year ended September 30,
2013, compared with net income of $216.7 million or $2.37 per diluted share in the prior year. Income from con-
tinuing operations was $230.7 million, or $2.50 per diluted share compared with $192.2 million, or $2.10 per
diluted share in the prior-year period. Income from discontinued operations was $12.5 million or $0.14 per
diluted share for the year, which includes the gain on sale of substantially all our assets in Georgia of $5.3 mil-
lion, compared with $24.5 million or $0.27 per diluted share in the prior year. Unrealized gains in our non-
regulated operations during the current year increased net income by $5.3 million or $0.05 per diluted share
compared with net losses recorded in the prior year of $5.0 million, or $0.05 per diluted share. Additionally, net
income in both periods was impacted by nonrecurring items. In fiscal 2012, net income included the net positive
impact of several one-time items totaling $10.3 million, or $0.11 per diluted share related to the pre-tax items,
which are discussed in further detail below. In fiscal 2013, net income includes an $8.2 million ($5.3 million, net
of tax), or $0.06 per diluted share, favorable impact related to the gain recorded in association with the April 1,
2013 completion of the sale of our Georgia assets.

We reported net income of $216.7 million, or $2.37 per diluted share for the year ended September 30,
2012, compared with net income of $207.6 million or $2.27 per diluted share in fiscal 2011. Income from
continuing operations was $192.2 million, or $2.10 per diluted share compared with $189.6 million, or $2.07 per
diluted share in fiscal 2011. Income from discontinued operations was $24.5 million or $0.27 per diluted share
for the year, which includes the gain on sale of substantially all our assets in Missouri, Illinois and Iowa of $6.3
million, compared with $18.0 million or $0.20 per diluted share in fiscal 2011. Unrealized losses in our non-
regulated operations during fiscal 2012 reduced net income by $5.0 million or $0.05 per diluted share compared
with net losses recorded in fiscal 2011 of $6.6 million, or $0.07 per diluted share. Additionally, net income in
both periods was impacted by nonrecurring items. In fiscal 2011, net income included the net positive impact of
several one-time items totaling $3.2 million, or $0.03 per diluted share related to pre-tax items. In fiscal 2012, net
income included the net positive impact of several one-time items totaling $10.3 million, or $0.11 per diluted
share related to the following amounts:

* $13.6 million positive impact of a deferred tax rate adjustment.

+ $10.0 million ($6.3 million, net of tax) unfavorable impact related to a one-time donation to a donor
advised fund.

* $9.9 million ($6.3 million, net of tax) favorable impact related to the gain recorded in association with the
August 1, 2012 completion of the sale of our Iowa, Illinois and Missouri assets.

* $5.3 million ($3.3 million, net of tax) unfavorable impact related to the noncash impairment of certain
assets in our nonregulated business.
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See the following discussion regarding the results of operations for each of our business operating segments.

Natural Gas Distribution Segment

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

Our ability to earn our authorized rates is based primarily on our ability to improve the rate design in our
various ratemaking jurisdictions by reducing or eliminating regulatory lag and, ultimately, separating the recov-
ery of our approved margins from customer usage patterns. Improving rate design is a long-term process and is
further complicated by the fact that we operate in multiple rate jurisdictions. The “Ratemaking Activity” section
of this Form 10-K describes our current rate strategy, progress towards implementing that strategy and recent
ratemaking initiatives in more detail.

We are generally able to pass the cost of gas through to our customers without markup under purchased gas
cost adjustment mechanisms; therefore the cost of gas typically does not have an impact on our gross profit as
increases in the cost of gas are offset by a corresponding increase in revenues. Accordingly, we believe gross
profit is a better indicator of our financial performance than revenues. However, gross profit in our Texas and
Mississippi service areas include franchise fees and gross receipt taxes, which are calculated as a percentage of
revenue (inclusive of gas costs). Therefore, the amount of these taxes included in revenue is influenced by the
cost of gas and the level of gas sales volumes. We record the tax expense as a component of taxes, other than
income. Although changes in revenue related taxes arising from changes in gas costs affect gross profit, over
time the impact is offset within operating income.

Although the cost of gas typically does not have a direct impact on our gross profit, higher gas costs may
adversely impact our accounts receivable collections, resulting in higher bad debt expense, and may require us to
increase borrowings under our credit facilities resulting in higher interest expense. In addition, higher gas costs,
as well as competitive factors in the industry and general economic conditions may cause customers to conserve
or, in the case of industrial consumers, to use alternative energy sources. However, gas cost risk has been miti-
gated in recent years through improvements in rate design that allow us to collect from our customers the gas
cost portion of our bad debt expense on approximately 75 percent of our residential and commercial margins.

We completed the sale of our Georgia natural gas distribution operations on April 1, 2013 to Liberty Energy
(Georgia) Corp., an affiliate of Algonquin Power & Utilities Corp. for a cash price of approximately $153 mil-
lion. In connection with the sale, we recognized a net of tax gain of $5.3 million. On August 1, 2012, we com-
pleted the sale of substantially all of our natural gas distribution operations in Missouri, Illinois and Iowa.

During fiscal 2013, we completed 13 regulatory proceedings, which should result in a $71.4 million increase
in annual operating income. The majority of this rate increase related to our Mid-Tex Division, where rates
became effective January 1, 2013. The rate design approved in our Mid-Tex Division and West Texas Division
regulatory proceedings includes an increase to the base customer charge and a decrease in the commodity charge
applied to customer consumption. The effect of this change in rate design allows the Company’s rates to be more
closely aligned with the utility industry standard rate design. In addition, we anticipate these divisions will earn
their operating income more ratably over the fiscal year as they are now less dependent on customer con-
sumption.
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Review of Financial and Operating Results

Financial and operational highlights for our natural gas distribution segment for the fiscal years ended Sep-

tember 30, 2013, 2012 and 2011 are presented below.

For the Fiscal Year Ended September 30

2013 2012 2011 2013vs.2012 2012 vs. 2011
(In thousands, unless otherwise noted)
Grossprofit ..................... $1,081,236  $1,022,743  $1,017,943 $ 58,493 $ 4,800
Operating expenses ................ 738,143 718,282 695,855 19,861 22,427
Operating income ................ 343,093 304,461 322,088 38,632 (17,627)
Miscellaneous income (expense) ..... 2,535 (12,657) 16,242 15,192 (28,899)
Interest charges ................... 98,296 110,642 115,740 (12,346) (5,098)
Income from continuing operations
before income taxes ............. 247,332 181,162 222,590 66,170 (41,428)
Income tax expense ................ 96,476 57,314 77,885 39,162 (20,571)
Income from continuing
operations . . ................... 150,856 123,848 144,705 27,008 (20,857)
Income from discontinued operations,
netoftax ...................... 7,202 18,172 18,013 (10,970) 159
Gain on sale of discontinued
operations, netoftax ............. 5,649 6,349 — (700) 6,349
NetIncome ...................... $ 163,707 $ 148,369 § 162,718 $ 15,338 $(14,349)
Consolidated natural gas distribution
sales volumes from continuing
operations —MMcf ............. 269,162 244,466 275,540 24,696 (31,074)
Consolidated natural gas distribution
transportation volumes from
continuing operations — MMcf .. .. 123,144 128,222 125,812 (5,078) 2,410
Consolidated natural gas distribution
throughput from continuing
operations —MMecf ............. 392,306 372,688 401,352 19,618 (28,664)
Consolidated natural gas distribution
throughput from discontinued
operations — MMcf ............. 4,731 18,295 22,668 (13,564) (4,373)
Total consolidated natural gas
distribution throughput —
MMcf ... ... 397,037 390,983 424,020 6,054 (33,037)
Consolidated natural gas distribution
average transportation revenue per
Mcf ... $ 046 $ 043 § 0.47 $ 003 $ (0.04)
Consolidated natural gas distribution
average cost of gas per Mcfsold .... $ 491 % 464 $ 5.30 $ 027 $ (0.66)

Fiscal year ended September 30, 2013 compared with fiscal year ended September 30, 2012

The $58.5 million period-over-period increase in natural gas distribution gross profit primarily reflects the

following:

* $25.7 million increase in our Mid-Tex and West Texas divisions associated with the rate design changes

implemented in the fiscal first quarter.

* $16.1 million increase in rates in our Kentucky/Mid-States, Mississippi, Colorado-Kansas and Louisiana

divisions.

35



« $7.5 million increase due to colder weather, primarily in the Mississippi, Kentucky/Mid-States and
Colorado-Kansas divisions.

« $5.9 million increase in revenue-related taxes in our Mid-Tex and West Texas service areas primarily due
to higher revenues on which the tax is calculated.

* $4.5 million increase in transportation revenues.

Operating expenses, which include operation and maintenance expense, provision for doubtful accounts,
depreciation and amortization expense and taxes, other than income, increased by $19.9 million, primarily due to
the following:

« $12.2 million increase in employee-related expenses due to lower labor capitalization rates, increased
benefit costs and increased variable compensation expense.

« $11.7 million increase primarily associated with higher line locate activities, pipeline and right-of-way
maintenance spending to improve the safety and reliability of our system.

« $5.0 million increase in taxes, other than income due to higher revenue-related taxes, as discussed above.

« $6.8 million increase in bad debt expense primarily attributable to an increase in revenue arising from the
rate design changes and the temporary suspension of active customer collection activities following the
implementation of a new customer information system during the third fiscal quarter.

These increases were partially offset by:
+ $6.9 million decrease in legal and other administrative costs.

« $6.4 million decrease in depreciation expense due to new depreciation rates approved in the most recent
Mid-Tex rate case that went into effect in January 2013.

+ $2.4 million gain realized on the sale of certain investments.

Miscellaneous income increased $15.2 million, primarily due to the absence of a $10.0 million one-time
donation to a donor advised fund in the prior year, the completion of a periodic review of our performance-based
ratemaking (PBR) mechanism in our Tennessee service area and the implementation of a new PBR program in
our Mississippi Division during fiscal 2013.

Interest charges decreased $12.3 million, primarily from interest deferrals associated with our infrastructure
spending activities in Texas.
Fiscal year ended September 30, 2012 compared with fiscal year ended September 30, 2011

The $4.8 million increase in natural gas distribution gross profit was primarily due to a $17.7 million net
increase in rate adjustments, primarily in the Mid-Tex, Louisiana, Mississippi, West Texas and Kentucky service
areas.

These increases were partially offset by the following:

« $11.1 million decrease in revenue-related taxes in our Mid-Tex, West Texas and Mississippi service
areas, primarily due to lower revenues on which the tax is calculated.

« $1.6 million decrease due to an eight percent decrease in consolidated throughput caused principally by
lower residential and commercial consumption combined with warmer weather in the current year com-
pared to fiscal 2011 in most of our service areas.
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Operating expenses, which include operation and maintenance expense, provision for doubtful accounts,
depreciation and amortization expense and taxes, other than income increased $22.4 million primarily due to the
following:

$11.2 million increase in legal costs, primarily due to settlements.

*

$10.6 million increase in employee-related costs.

$8.4 million increase in depreciation and amortization associated with an increase in our net plant as a
result of our capital investments in fiscal 2011.

$2.6 million increase in software maintenance costs.
These increases were partially offset by the following:

+ $6.8 million decrease in operating expenses due to increased capital spending and warmer weather allow-
ing us time to complete more capital work than in the prior year.

+ $2.9 million decrease due to the establishment of regulatory assets for pension and postretirement costs.

Miscellaneous income decreased $28.9 million primarily due to the absence of a $21.8 million pre-tax gain
recognized in fiscal 2011 as a result of unwinding two Treasury locks ($13.6 million, net of tax) and a $10.0 mil-
lion one-time donation to a donor advised fund in fiscal 2012.

Interest charges decreased $5.1 million compared to the prior year due primarily to the prepayment of our
5.125% $250 million senior notes in the fourth quarter of fiscal 2012, refinancing long-term debt at reduced
interest rates and reducing commitment fees from decreasing the number of credit facilities and extending the
length of their terms in fiscal 2011.

Additionally, results for fiscal 2012 were favorably impacted by a state tax benefit of $11.3 million. Due to
the completion of the sale of our Missouri, Iowa and Illinois service areas in the fiscal fourth quarter, the Com-
pany updated its analysis of the tax rate at which deferred taxes would reverse in the future to reflect the sale of
these service areas. The updated analysis supported a reduction in the deferred tax rate which when applied to the
balance of taxable income deferred to future periods resulted in a reduction of the Company’s overall deferred
tax liability.

The following table shows our operating income from continuing operations by natural gas distribution divi-
sion, in order of total rate base, for the fiscal years ended September 30, 2013, 2012 and 2011. The presentation
of our natural gas distribution operating income is included for financial reporting purposes and may not be
appropriate for ratemaking purposes.

For the Fiscal Year Ended September 30

2013 2012 2011 2013 vs. 2012 2012 vs. 2011
(In thousands)

Mid-Tex ........coiviiininn. $158,900 $142,755  $144,204 $16,145 $ (1,449)
Kentucky/Mid-States ........... 46,164 32,185 37,593 13,979 (5,408)
Louisiana .................... 52,125 48,938 50,442 3,167 (1,484)
WestTexas ........oocvvvvnn.. 28,085 27,875 29,686 210 (1,811)
Mississippi - ..o iiiii i 29,112 27,369 26,338 1,743 1,031
Colorado-Kansas .............. 25,478 23,898 25,920 1,580 (2,022)
Other .........covveiniion.. 3,229 1,421 7,905 1,808 (6,484)
Total ..... ..o, $343,093  $304,461  $322,088 $38,632 $(17,627)

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 ancil-
lary services customary in the pipeline industry including parking arrangements, lending and sales of excess gas.
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Our regulated transmission and storage segment is impacted by seasonal weather patterns, competitive fac-
tors in the energy industry and economic conditions in our Mid-Tex service area. Natural gas prices do not
directly impact the results of this segment as revenues are derived from the transportation of natural gas. How-
ever, natural gas prices and demand for natural gas could influence the level of drilling activity in the markets
that we serve, which may influence the level of throughput we may be able to transport on our pipeline. Further,
natural gas price differences between the various hubs that we serve could influence customers to transport gas
through our pipeline to capture arbitrage gains.

The results of Atmos Pipeline — Texas Division are also significantly impacted by the natural gas require-
ments of the Mid-Tex Division because it is the primary supplier of natural gas for our Mid-Tex Division.

Finally, as a regulated pipeline, the operations of the Atmos Pipeline — Texas Division may be impacted by
the timing of when costs and expenses are incurred and when these costs and expenses are recovered through its
tariffs.

Review of Financial and Operating Results

Financial and operational highlights for our regulated transmission and storage segment for the fiscal years
ended September 30, 2013, 2012 and 2011 are presented below.
For the Fiscal Year Ended September 30

2013 2012 2011 2013 vs. 2012 2012 vs. 2011
(In thousands, unless otherwise noted)

Mid-Tex Division transportation .......... $179.628 $162,808 $125973 $16,820 $36,835
Third-party transportation ............... 66,939 64,158 73,676 2,781 (9,518)
Storage and park and lend services ........ 5,985 6,764 7,995 (779) (1,231)
Other...... ..o 16,348 13,621 11,729 2,727 1,892
Grossprofit .......................... 268,900 247,351 219,373 21,549 27,978
Operating eXpenses . ................... 129,047 118,527 111,098 10,520 7,429
Operatingincome ..................... 139,853 128,824 108,275 11,029 20,549
Miscellaneous income (expense) .......... (2,285) (1,051) 4,715 (1,234) (5,766)
Interestcharges . ............... ... ..... 30,678 20,414 31,432 1,264 (2,018)
Income before income taxes ............ 106,890 98,359 81,558 8,531 16,801
Income tax exXpense .................... 38,630 35,300 29,143 3,330 6,157
Netincome ........................... $ 68260 $ 63,059 $ 52415 $ 5,201 $10,644
Gross pipeline transportation

volumes —MMecf ................... 649,740 640,732 620,904 9,008 19,828
Consolidated pipeline transportation

volumes — MMcf ................... 467,178 466,527 435,012 651 31,515

Fiscal year ended September 30, 2013 compared with fiscal year ended September 30, 2012

The $21.5 million increase in regulated transmission and storage gross profit compared to the prior-year
period was primarily a result of the Gas Reliability Infrastructure Program (GRIP) filings approved by the Rail-
road Commission of Texas (RRC) during fiscal 2012 and 2013. During fiscal 2012, the RRC approved the Atmos
Pipeline — Texas GRIP filing with an annual operating income increase of $14.7 million, effective April 2012.
On May 7, 2013, the RRC approved the Atmos Pipeline — Texas GRIP filing with an annual operating income
increase of $26.7 million that went into effect with bills rendered on and after May 7, 2013. GRIP filings
increased period-over-period gross profit by $19.7 million.

This increase was partially offset by a $10.5 million increase in operating expenses largely attributable to
increased depreciation expense as a result of increased capital investments and increased levels of pipeline and
right-of-way maintenance activities to improve the safety and reliability of our system.
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The APT rate case approved by the RRC on April 18, 201 | contained an annual adjustment mechanism,
approved for a three-year pilot program, that adjusted regulated rates up or down by 75 percent of the difference
between APT’s non-regulated annual revenue and a pre-defined base credit. The annual adjustment mechanism
expired on June 30, 2013. APT requested to extend the annual adjustment mechanism until November 1, 2017. A
hearing to review the request was held on October 29, 2013 with a final decision expected in December 2013.

Fiscal year ended September 30, 2012 compared with fiscal year ended September 30, 2011

The $28.0 million increase in regulated transmission and storage gross profit compared to the prior year was
primarily a result of the rate case that was finalized and became effective in May 2011 as well as the GRIP fil-
ings approved by the RRC during fiscal 2011 and 2012. In May 2011, the RRC issued an order in the rate case of
Atmos Pipeline — Texas that approved an annual operating income increase of $20.4 million. During fiscal
2011, the RRC approved the Atmos Pipeline — Texas GRIP filing with an annual operating income increase of
$12.6 million that went into effect in the fiscal fourth quarter. On April 10, 2012, the RRC approved the Atmos
Pipeline — Texas GRIP filing with an annual operating income increase of $14.7 million that went into effect
with bills rendered on an after April 10, 2012.

Operating expenses increased $7.4 million primarily due to a $5.4 million increase in depreciation expense,
resulting from higher investment in net plant.

Additionally, results for fiscal 2012 were favorably impacted by a state tax benefit of $2.3 million asso-
ciated with an update of the estimated tax rate at which deferred taxes would reverse in future periods after the
completion of the sale of our Missouri, Illinois and Iowa assets. Net income for this segment for fiscal 2011 was
favorably impacted by a $6.0 million pre-tax gain recognized in March 2011 as a result of unwinding two Treas-
ury locks ($3.9 million, net of tax).

Nonregulated]Segmem‘

Our nonregulated operations are conducted through Atmos Energy Holdings, Inc. (AEH), a wholly-owned
subsidiary of Atmos Energy Corporation and represent approximately five percent of our consolidated net
income.

AEH’s primary business is to buy, sell and deliver natural gas at competitive prices to approximately 1,000
customers located primarily in the Midwest and Southeast areas of the United States. AEH accomplishes this
objective by aggregating and purchasing gas supply, arranging transportation and storage logistics and effectively
managing commodity price risk.

AEH also earns storage and transportation demand fees primarily from our regulated natural gas distribution
operations in Louisiana and Kentucky. These demand fees are subject to regulatory oversight and are renewed
periodically.

Our nonregulated activities are significantly influenced by competitive factors in the industry and general
economic conditions. Therefore, the margins earned from these activities are dependent upon our ability to attract
and retain customers and to minimize the cost of buying, selling and delivering natural gas to offer more com-
petitive pricing to those customers.

Further, natural gas market conditions, most notably the price of natural gas and the level of price volatility
affect our nonregulated businesses. Natural gas prices and the level of volatility are influenced by a number of
factors including, but not limited to, general economic conditions, the demand for natural gas in different parts of
the country, the level of domestic natural gas production and the level of natural gas inventory levels.

Natural gas prices can influence:

» The demand for natural gas. Higher prices may cause customers to conserve or use alternative energy
sources. Conversely, lower prices could cause customers such as electric power generators to switch from
alternative energy sources to natural gas.

« Collection of accounts receivable from customers, which could affect the level of bad debt expense recog-
nized by this segment.
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« The level of borrowings under our credit facilities, which affects the level of interest expense recognized
by this segment.

Natural gas price volatility can also influence our nonregulated business in the following ways:

« Price volatility influences basis differentials, which provide opportunities to profit from identifying the
lowest cost alternative among the natural gas supplies, transportation and markets to which we have
access.

« Increased or decreased volatility impacts the amounts of unrealized margins recorded in our gross profit
and could impact the amount of cash required to collateralize our risk management liabilities.

Our nonregulated segment manages its exposure to natural gas commodity price risk through a combination
of physical storage and financial instruments. Therefore, results for this segment include unrealized gains or
losses on its net physical gas position and the related financial instruments used to manage commodity price risk.
These margins fluctuate based upon changes in the spreads between the physical and forward natural gas prices.
The magnitude of the unrealized gains and losses is also contingent upon the levels of our net physical position at
the end of the reporting period.

Review of Financial and Operating Results

Financial and operational highlights for our nonregulated segment for the fiscal years ended September 30,
2013, 2012 and 2011 are presented below.

For the Fiscal Year Ended September 30
2013 2012 2011 2013 vs. 2012 2012 vs. 2011
(In thousands, unless otherwise noted)

Realized margins

Gas delivery and related services . . ... ... $ 39,839 $ 46,578 $ 58,990 $(6,739) $(12,412)

Storage and transportation services . ..... 14,641 13,382 14,570 1,259 (1,188)

Other .....ooivi e (103) 3,179 1,841 (3,282) 1,338
Total realized margins ................. 54,377 63,139 75,401 (8,762) (12,262)
Unrealized margins ................... 8,954 (8,015) (10,401) 16,969 2,386
Grossprofit .......................... 63,331 55,124 65,000 8,207 (9,876)
Operating expenses, excluding asset

impairment ............. ... ... 44,404 36,886 39,113 7,518 2,227
Asset impairment ...................... — 5,288 30,270 (5,288) (24,982)
Operating income (loss) ................ 18,927 12,950 (4,383) 5,977 17,333
Miscellaneous income . ................. 2,316 1,035 657 1,281 378
Interestcharges . ....................... 2,168 3,084 4,015 916) (931)
Income (loss) from continuing operations

before income taxes ................. 19,075 10,901 (7,741) 8,174 18,642
Income tax expense (benefit) ............. 7,493 5,612 (209) 1,881 5,821
Income (loss) from continuing operations . . . 11,582 5,289 (7,532) 6,293 12,821
Loss on sale of discontinued operations, net

Of taX . oo (355) — — (355) —
Netincome (loss) ...................... $ 11227 $ 5289 $ (7,532) $ 5,938 $ 12,821
Gross nonregulated delivered gas sales

volumes —MMcf ................... 396,561 400,512 446,903 (3,951) (46,391)
Consolidated nonregulated delivered gas

sales volumes — MMecf ............... 343,669 351,628 384,799 (7,959) (33,171)
Net physical position (Bcf) .............. 12.0 18.8 21.0 (6.8) 2.2)
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Fiscal year ended September 30, 2013 compared with fiscal year ended September 30, 2012

Gross profit increased $8.2 million for the year ended September 30, 2013 compared to the prior year. Real-
ized margins decreased $8.8 million, primarily attributable to lower gas delivery margins. Consolidated sales
volumes decreased two percent due to increased competition which reduced industrial and power generation
sales. The impact of lower sales volumes was compounded by a decrease in per-unit margins from 11.6 cents per
Mcf to 10.0 cents per Mcf. This decrease was offset by an increase of $17.0 million in unrealized margins,
primarily due to the year-over-year timing of realized margins on the settlement of hedged natural gas inventory
positions.

Operating expenses increased $7.5 million, primarily due to increased litigation and software support costs,
partially offset by reduced employee costs.

Miscellaneous income increased $1.3 million primarily due to a gain realized from the sale of a peaking
power facility and related assets during the first quarter of fiscal 2013.

Fiscal year ended September 30, 2012 compared with fiscal year ended September 30, 2011

Realized margins for gas delivery, storage and transportation services and other services were $63.1 million
during the year ended September 30, 2012 compared with $75.4 million for fiscal 2011. The decrease reflects the
following:

* A nine percent decrease in consolidated sales volurnes. The decrease was largely attributable to warmer
weather, which reduced sales to utility, municipal and other weather-sensitive customers.

* A $0.02/Mcf decrease in gas delivery per-unit margins compared to the prior year primarily due to lower
basis differentials resulting from increased natural gas supply and increased transportation costs.

Unrealized margins increased $2.4 million in fiscal 2012 compared to fiscal 2011 primarily due to the year-
over-year timing of realized margins on the settlement of hedged natural gas inventory positions.

Operating expenses, excluding asset impairments decreased $2.2 million primarily due to lower employee-
related expenses.

During the fourth quarter of fiscal 2012, we recorded a $5.3 million noncash charge to impair our natural
gas gathering assets located in Kentucky. The charge reflected a reduction in the value of the project due to the
current low natural gas price environment and management’s decision to focus AEH’s activities on its gas deliv-
ery, storage and transportation services. In fiscal 2011, asset impairments included an asset impairment charge of
$19.3 million related to our investment in our Fort Necessity storage project as well as an $11.0 million pre-tax
impairment charge related to the write-off of certain natural gas gathering assets.

LIQUIDITY AND CAPITAL RESOURCES

The liquidity required to fund our working capital, capital expenditures and other cash needs is provided
from a variety of sources, including internally generated funds and borrowings under our commercial paper pro-
gram and bank credit facilities. Additionally, we have various uncommitted trade credit lines with our gas
suppliers that we utilize to purchase natural gas on a monthly basis. Finally, from time to time, we raise funds
from the public debt and equity capital markets to fund our liquidity needs.

We regularly evaluate our funding strategy and profile to ensure that we (i) have sufficient liquidity for our
short-term and long-term needs in a cost-effective manner and (ii) maintain our debt to capitalization ratio in a
target range of 50 to 55 percent.
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The following table presents our capitalization as of September 30, 2013 and 2012:

September 30
2013 2012
(In thousands, except percentages)
Short-term debt ... .....urre s $ 367,984 6.8% $ 570,929 11.7%
Long-termdebt .......... ... ... .. .. il 2,455,671 454% 1,956,436 40.0%
Shareholders’ equity ......... ... 2,580,409 47.8% 2,359,243 48.3%
Total capitalization, including short-termdebt ................ $5,404,064 100.0% $4,886,608  100.0%

Total debt as a percentage of total capitalization, including short-term debt, was 52.2 percent and 51.7 per-
cent at September 30, 2013 and 2012.

On January 11, 2013, we issued $500 million of 4.15% 30-year unsecured senior notes, which, in effect,
replaced our $250 million 5.125% 10-year unsecured senior notes we redeemed in August 2012, on a long-term
basis. The net proceeds of approximately $494 million were used to repay $260 million outstanding under our
short-term financing facility used to redeem our 5.125% senior notes and to partially repay commercial paper
borrowings and for general corporate purposes.

Going forward, we anticipate our capital spending will be more consistent with levels experienced during
fiscal 2013 as we continue to invest in the safety and reliability of our distribution and transportation system. We
plan to continue to fund our growth and maintain a balanced capital structure through the use of long-term debt
securities and, to a lesser extent, equity.

Further, $500 million of long-term debt will mature in October 2014. We plan to issue new senior notes to
replace this maturing debt. During the current year, we entered into forward starting interest rate swaps to fix the
Treasury yield component associated with this anticipated issuance at 3.129%. We believe the liquidity provided
by our senior notes and committed credit facilities, combined with our operating cash flows, will be sufficient to
fund our working capital needs and capital expenditure program for fiscal year 2014.

Cash Flows

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

Cash flows from operating, investing and financing activities for the years ended September 30, 2013, 2012
and 2011 are presented below.

For the Fiscal Year Ended September 30
2013 2012 2011 2013vs.2012 2012 vs. 2011

(In thousands)

Total cash provided by (used in)

Operating activities .................. $613,127 $586917 $ 582,844 $ 26,210 $ 4,073
Investing activities ................... (696,914) (609,260) (627,386) (87,654) 18,126
Financing activities .................. 85,747 (44,837) 44,009 130,584 (88,846)
Change in cash and cash equivalents . . ... 1,960 (67,180) (533) 69,140 (66,647)
Cash and cash equivalents at beginning of

period . ... 64,239 131,419 131,952 (67,180) (533)
Cash and cash equivalents at end of

period .. ... $ 66,199 $ 64239 §$ 131419 $ 1,960 $(67,180)
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Cash flows from operating activities

Year-over-year changes in our operating cash flows primarily are attributable to changes in net income,
working capital changes, particularly within our natural gas distribution segment resulting from the price of natu-
ral gas and the timing of customer collections, payments for natural gas purchases and purchased gas cost recov-
eries. The significant factors impacting our operating cash flow for the last three fiscal years are summarized
below.

Fiscal Year ended September 30, 2013 compared with fiscal year ended September 30, 2012

For the fiscal year ended September 30, 2013, we generated operating cash flow of $613.1 million from
operating activities compared with $586.9 million in the prior year. The year-over-year increase reflects changes
in working capital offset by a $10.5 million decrease in contributions made to our pension and postretirement
plans in the current year.

Fiscal Year ended September 30, 2012 compared with fiscal year ended September 30, 2011

For the fiscal year ended September 30, 2012, we generated operating cash flow of $586.9 million from
operating activities compared with $582.8 million in fiscal 2011. The year-over-year increase reflects changes in
working capital offset by a $56.7 million increase in contributions made to our pension and postretirement plans
during fiscal 2012.

Cash flows from investing activities

Our ongoing capital expenditure program enables us to provide safe and reliable natural gas distribution
services to our existing customer base, expand our natural gas distribution services into new markets and enhance
the integrity of our pipelines. In recent years, we have increased our level of capital spending to improve the
safety and reliability of our distribution system and to expand our intrastate pipeline network. Over the last three
fiscal years, approximately 68 percent of our capital spending has been committed to improving the safety and
reliability of our system.

Over the next five years, we anticipate our capital spending will be more consistent with levels experienced
during fiscal 2013 as we continue to invest in the safety and reliability of our distribution and transportation sys-
tem. Where possible, we will also continue to focus our capital spending in jurisdictions that permit us to earn an
adequate return timely on our investment without compromising the safety or reliability of our system.

For the fiscal year ended September 30, 2013, we incurred $845.0 million for capital expenditures compared
with $732.9 million for the fiscal year ended September 30, 2012 and $623.0 million for the fiscal year ended
September 30, 2011.

Fiscal Year ended September 30, 2013 compared with fiscal year ended September 30, 2012

The $112.1 million increase in capital expenditures in fiscal 2013 compared to fiscal 2012 primarily reflects
spending incurred for the Line W and Line WX expansion projects and increased cathodic protection spending in
our regulated transmission and storage segment.

Fiscal Year ended September 30, 2012 compared with fiscal year ended September 30, 2011

The $109.9 million increase in capital expenditures in fiscal 2012 compared to fiscal 2011 primarily reflects
spending for the steel service line replacement program in the Mid-Tex Division, the development of new
customer billing and information systems for our natural gas distribution and our nonregulated segments and
increased capital spending to increase the capacity on our Atmos Pipeline — Texas system.
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Cash flows from financing activities

We received a net $85.7 million and $44.0 million in cash from financing activities for fiscal years 2013 and
2011. In fiscal 2012, we used a net $44.8 million in financing activities. Our significant financing activities for
the fiscal years ended September 30, 2013, 2012 and 2011 are summarized as follows:

2013

During the fiscal year ended September 30, 2013, our financing activities generated $85.7 million of cash
compared with $44.8 million of cash used in the prior year. Current year cash flows from financing activities
were significantly influenced by the issuance of $500 million 4.15% 30-year unsecured senior notes on Jan-
uary 11, 2013. We used a portion of the net cash proceeds of $493.8 million to repay a $260 million short-term
financing facility executed in fiscal 2012, to settle, for $66.6 million, three Treasury Locks associated with the
issuance and to reduce short-term debt borrowings by $167.2 million.

2012

During the fiscal year ended September 30, 2012, our financing activities used $44.8 million of cash, primar-
ily due to the payment of $257.0 million associated with the early redemption of our $250 million 5.125% Senior
notes that were scheduled to mature in January 2013. The repayment of our $250 million 5.125% Senior notes
was financed using a $260 million short-term loan. Additionally, we repurchased $12.5 million of common stock
under our 2011 share repurchase program.

2011

During the fiscal year ended September 30, 2011, our financing activities generated $44.0 million of cash,
primarily related to the issuance of $400 million 5.50% Senior Notes in June 2011 and the related settlement of
three Treasury locks for $20.1 million. We used a portion of the net cash proceeds of $394.5 million to pay
scheduled long-term debt repayments, including our $350 million 7.375% senior notes that were paid on their
maturity date in May 2011. Additionally, we received $27.8 million cash in March 2011 related to the unwinding
of two Treasury locks.

The following table shows the number of shares issued for the fiscal years ended September 30, 2013, 2012
and 2011:
For the Fiscal Year Ended September 30

2013 2012 2011
Shares issued:
1998 Long-term incentiveplan ................. ... ..... 531,672 482,289 675,255
Outside directors stock-for-feeplan . ...................... 2,088 2,375 2,385
Total shares issued .. ... ... vt i 533,760 484,664 677,640

The increase in the number of shares issued in fiscal 2013 compared with the number of shares issued in
fiscal 2012 primarily reflects the type of awards that were issued from the 1998 Long-Term Incentive Plan
(LTIP). In the current year, employees were issued restricted stock units, for which we issued new shares. In the
prior year, employees were issued restricted stock awards, which were held in trust and did not require the issu-
ance of new shares. During fiscal 2013, we canceled and retired 133,449 shares attributable to federal with-
holdings on equity awards which are not included in the table above. At September 30, 2013, of the 8.7 million
shares authorized for issuance from the LTIP, 1.4 million shares remained available.

The decreased number of shares issued in fiscal 2012 compared with the number of shares issued in fiscal
2011 primarily reflects the exercise of a significant number of stock options during fiscal 2011. During fiscal
2012, we canceled and retired 153,255 shares attributable to federal withholdings on equity awards and
repurchased and retired 387,991 shares attributable to our share repurchase program, which are not included in
the table above.
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Credit Facilities

Our short-term borrowing requirements are affected by the seasonal nature of the natural gas business.
Changes in the price of natural gas and the amount of natural gas we need to supply to meet our customers’ needs
could significantly affect our borrowing requirements.

We finance our short-term borrowing requirements through a combination of a $950 million commercial
paper program, which is collateralized by our $950 million unsecured credit facility, as well as three additional
committed revolving credit facilities and one uncommitted revolving credit facility with third-party lenders. As a
result, we have approximately $1 billion of working capital funding. Additionally, our $950 million unsecured
credit facility has an accordion feature, which, if utilized, would increase borrowing capacity to $1.2 billion. We
also use intercompany credit facilities to supplement the funding provided by these third-party committed credit
facilities.

Shelf Registration

On March 28, 2013, we filed a registration statement with the Securities and Exchange Commission to
issue, from time to time, up to $1.75 billion in common stock and/or debt securities available for issuance, which
replaced our registration statement that expired on March 31, 2013. As of September 30, 2013, $1.75 billion was
available under the shelf registration statement.

Credit Ratings

Our credit ratings directly affect our ability to obtain short-term and long-term financing, in addition to the
cost of such financing. In determining our credit ratings, the rating agencies consider a number of quantitative
factors, including debt to total capitalization, operating cash flow relative to outstanding debt, operating cash
flow coverage of interest and pension liabilities and funding status. In addition, the rating agencies consider qual-
itative factors such as consistency of our earnings over time, the quality of our management and business strat-
egy, the risks associated with our regulated and nonregulated businesses and the regulatory environment in the
states where we operate.

Our debt is rated by three rating agencies: Standard & Poor’s Corporation (S&P), Moody’s Investors Serv-
ice (Moody’s) and Fitch Ratings, Ltd. (Fitch). Our current debt ratings are all considered investment grade and
are as follows:

S&P Moody’s Fitch

Unsecured senior long-termdebt . .......... ... .. .. .. .. .. i il A- Baal A-

Commercial PAPEr . .. ...ttt ittt e e s A-2 P-2 F-2

On October 8, 2013, S&P upgraded our senior unsecured debt rating to A- from BBB+, with a ratings out-
look of stable, citing an improved business risk profile from an increasing contribution of earnings from our
regulated operations and focusing our nonregulated operations on our delivered gas business.

A significant degradation in our operating performance or a significant reduction in our liquidity caused by
more limited access to the private and public credit markets as a result of deteriorating global or national finan-
cial and credit conditions could trigger a negative change in our ratings outlook or even a reduction in our credit
ratings by the three credit rating agencies. This would mean more limited access to the private and public credit
markets and an increase in the costs of such borrowings.

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

Debt Covenants

We were in compliance with all of our debt covenants as of September 30, 2013. Our debt covenants are
described in Note 5 to the consolidated financial statements.
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Contractual Obligations and Commercial Commitments

The following table provides information about contractual obligations and commercial commitments at
September 30, 2013.
Payments Due by Period

Less than More than 5

Total 1 year 1-3 years 3-5 years years

(In thousands)

Contractual Obligations

Long-termdebt® .. .................... $2,460,000 $ —  $500,000 $250,000 $1,710,000
Short-termdebt®™ . ......... .. ... .. ..., 367,984 367,984 — —_ —
Interest charges® ...................... 1,918,491 144,317 240,097 218,585 1,315,492
Gas purchase commitments® . ............ 230,480 230,480 — — —
Capital lease obligations® ............... 822 186 372 264 —
Operating leases® ..................... 166,802 16,722 30,276 30,131 89,673
Demand fees for contracted storage® ...... 6,088 4,196 1,252 284 356
Demand fees for contracted

transportation® .. ...... ... ... .. 13,098 8,466 4,604 28 —
Financial instrument obligations™ ......... 7,676 1,543 6,133 — —
Pension and postretirement benefit plan

contributions® .. ........ ... oL 411,623 67,687 101,176 82,976 159,784
Uncertain tax positions (including

interest)® ... 3,172 — 3,172 —_ —

Total contractual obligations ........... $5,586,236  $841,581  $887,082  $582,268  $3,275,305

(1 See Note 5 to the consolidated financial statements.
@ 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 con-
tractual discounts as of September 30, 2013.

4 See Note 9 to the consolidated financial statements.

) Represents third party contractual demand fees for contracted storage in our nonregulated segment. Con-
tractual demand fees for contracted storage for our natural gas distribution segment are excluded as these
costs are fully recoverable through our purchase gas adjustment mechanisms.

®) Represents third party contractual demand fees for transportation in our nonregulated segment.

(™ Represents liabilities for natural gas commodity financial instruments that were valued as of September 30
2013. The ultimate settlement amounts of these remaining liabilities are unknown because they are subject
continuing market risk until the financial instruments are settled.

® Represents expected contributions to our pension and postretirement benefit plans, which are discussed in

Note 6 to the consolidated financial statements.

Represents liabilities associated with uncertain tax positions claimed or expected to be claimed on tax

returns.

©

With the exception of our Mid-Tex Division, our natural gas distribution segment maintains supply con-

3

to

tracts 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. Commit-
ments for incremental daily purchases are made as necessary during the month in accordance with the terms of

individual contracts. Our Mid-Tex Division maintains long-term supply contracts to ensure a reliable source of

natural gas for our customers in its service area which obligate it to purchase specified volumes at market prices.
The estimated commitments under the terms of these contracts as of September 30, 2013 are reflected in the table

above.
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AEH has commitments to purchase physical quantities of natural gas under contracts indexed to the forward
NYMEX strip or fixed price contracts. At September 30, 2013, AEH was committed to purchase 78.0 Bef within
one year, 21.9 Bcf within one to three years and 1.0 Bcf after three years under indexed contracts. AEH is com-
mitted to purchase 6.1 Bef within one year and 0.2 Bef within one to three years under fixed price contracts with
prices ranging from $3.32 to $6.36 per Mcf.

Risk Management Activities

As discussed above in our Critical Accounting Policies, we use financial instruments to mitigate commodity
price risk and, periodically, to manage interest rate risk. We conduct risk management activities through our
natural gas distribution and nonregulated segments. In our natural gas distribution segment, we use a combina-
tion of physical storage, fixed physical contracts and fixed financial contracts to reduce our exposure to
unusually large winter-period gas price increases. In our nonregulated segments, we manage our exposure to the
risk of natural gas price changes and lock in our gross profit margin through a combination of storage and finan-
cial instruments, including futures, over-the-counter and exchange-traded options and swap contracts with coun-
terparties. To the extent our inventory cost and actual sales and actual purchases do not correlate with the
changes in the market indices we use in our hedges, we could experience ineffectiveness or the hedges may no
longer meet the accounting requirements for hedge accounting, resulting in the financial instruments being
treated as mark to market instruments through earnings.

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

The following table shows the components of the change in fair value of our natural gas distribution seg-
ment’s financial instruments for the fiscal year ended September 30, 2013 (in thousands):

Fair value of contracts at September 30,2012 . ........ ... i, $(76,260)
Contracts realized/settled .. ........ .. i e e 2,590
Fair value of new CONtracts .. ......... ...ttt it 3,077
Otherchangesinvalue ...... ... . . i i e 180,241

Fair value of contracts at September 30,2013 . ...... ... .. ... ... .. ... $109,648

The fair value of our natural gas distribution segment’s financial instruments at September 30, 2013, is pre-
sented below by time period and fair value source:

Fair Value of Contracts at September 30, 2013
Maturity in years

Total

Less Greater Fair

Source of Fair Value than 1 1-3 4-5 than 5§ Value

(In thousands)
Prices actively quoted ....................... $294  $109,354 $— $— $109,648
Prices based on models and other valuation

methods .......... ... ... . .. .. . .. — - = — _—
Total FairValue ............................ $294  $109,354 $— $— $109,648

47



The following table shows the components of the change in fair value of our nonregulated segment’s finan-
cial instruments for the fiscal year ended September 30, 2013 (in thousands):

Fair value of contracts at September 30,2012 . ... ... i $(15,123)
Contracts realized/settled . ... ..o vttt e e (245)
Fair value of NEW CONIIACES . . . . vt oottt ettt ettt et et e e aanans —
Otherchanges iN Value .. ........ .. uuieiteetrner i iiiiiinaaas 668

Fair value of contracts at September 30,2013 ... ... ... . (14,700)

Netting of cash collateral . ........... ...ttt 24,829

Cash collateral and fair value of contracts at September 30,2013 ...................... $ 10,129

The fair value of our nonregulated segment’s financial instruments at September 30, 2013, is presented
below by time period and fair value source.
Fair Value of Contracts at September 30, 2013

Maturity in years
Less Greater Total Fair
Source of Fair Value than 1 1-3 4-5 than 5 Value
(In thousands)
Prices actively quoted . .............coiiiiiiiaaan $(8,567) $(5,957) $(176)  $— $(14,700)
Prices based on models and other valuation methods .. ... — — — = —
TotalFairValue .......... ... . i i, $(8,567) $(5,957) $(176) $— $(14,700)

Employee Benefits Programs

An important element of our total compensation program, and a significant component of our operation and
maintenance expense, is the offering of various benefits programs to our employees. These programs include
medical and dental insurance coverage and pension and postretirement programs.

Medical and Dental Insurance

We offer medical and dental insurance programs to substantially all of our employees, and we believe these
programs are consistent with other programs in our industry. Since 2006, we have experienced medical and pre-
scription inflation of approximately four percent. In recent years, we have strived to actively manage our health
care costs through the introduction of a wellness strategy that is focused on helping employees to identify health
risks and to manage these risks through improved lifestyle choices.

In March 2010, President Obama signed The Patient Protection and Affordable Care Act into law (the
“Health Care Reform Act”). The Health Care Reform Act will be phased in over an eight-year period. We have
changed the design of our health care plans to comply with provisions of the Health Care Reform Act that have
already gone into effect or will be going into effect in future years. We will continue to monitor all developments
on health care reform and continue to comply with all existing relevant laws and regulations.

For fiscal 2014, we anticipate an approximate six percent medical and prescription drug inflation rate, pri-
marily due to anticipated higher claims costs and the implementation of the Health Care Reform Act.

Net Periodic Pension and Postretirement Benefit Costs

For the fiscal year ended September 30, 2013, our total net periodic pension and other benefits costs was
$78.5 million, compared with $69.2 million and $56.6 million for the fiscal years ended September 30, 2012 and
2011. These costs relating to our natural gas distribution operations are recoverable through our gas distribution
rates. A portion of these costs is capitalized into our gas distribution rate base, and the remaining costs are
recorded as a component of operation and maintenance expense.

Our fiscal 2013 costs were determined using a September 30, 2012 measurement date. At that date, interest
and corporate bond rates utilized to determine our discount rates were lower than the interest and corporate bond
rates as of September 30, 2011, the measurement date for our fiscal 2012 net periodic cost. As a result of the
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lower interest and corporate bond rates, we decreased the discount rate used to determine our fiscal 2013 pension
and benefit costs to 4.04 percent. Our expected return on our pension plan assets was maintained at 7.75 percent
due to historical experience and the current market projection of the target asset allocation. As a result, our fiscal
2013 pension and postretirement medical costs were higher than in the prior year.

The increase in total net periodic pension and other benefits costs during fiscal 2012 compared with fiscal
2011 primarily reflects the decrease in our discount rate at September 30, 2011, the measurement date for our
fiscal 2012 pension and postretirement costs. The discount rate used to compute the present value of a plan’s
liabilities generally is based on rates of high-grade corporate bonds with maturities similar to the average period
over which the benefits will be paid. At our September 30, 2011 measurement date, the interest and corporate
bond rates used to determine our fiscal 2012 net periodic pension cost were significantly lower than the rates at
September 30, 2010, the measurement date used to determine our fiscal 2011 net periodic cost. Our expected
return on our pension plan assets was reduced to 7.75 percent due to historical experience and the then-current
market projection of the target asset allocation.

Pension and Postretirement Plan Funding

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

In accordance with the Pension Protection Act of 2006 (PPA), we determined the funded status of our plans
as of January 1, 2013. Based on this valuation, we were required to contribute cash of $32.7 million, $46.5 mil-
lion and $0.9 million to our pension plans during fiscal 2013, 2012 and 2011. The higher level of contributions
experienced during fiscal 2013 and 2012 reflect lower discount rates than in previous years. Each contribution
increased the level of our plan assets to achieve a desirable PPA funding threshold.

We contributed $26.6 million and $22.1 million to our postretirement benefits plans for the fiscal years
ended September 30, 2013 and 2012. The contributions represent the portion of the postretirement costs we are
responsible for under the terms of our plan and minimum funding required by state regulatory commissions.

Outlook for Fiscal 2014 and Beyond

As of September 30, 2013, interest and corporate bond rates were higher than the rates as of September 30,
2012. Therefore, we increased the discount rate used to measure our fiscal 2014 net periodic cost from 4.04 per-
cent to 4.95 percent. However, we decreased the expected return on plan assets from 7.75 percent to 7.25 percent
in the determination of our fiscal 2014 net periodic pension cost based upon expected market returns for our tar-
geted asset allocation. As a result of the net impact of changes in these and other assumptions, we expect our
fiscal 2014 net period pension cost to decrease by less than five percent.

Based upon market conditions subsequent to September 30, 2013, the current funded position of the plans
and the funding requirements under the PPA, we anticipate contributing between $15 million and $25 million to
the Plans in fiscal 2014. Further, we will consider whether an additional voluntary contribution is prudent to
maintain certain PPA funding thresholds. With respect to our postretirement medical plans, we anticipate con-
tributing between $25 million and $30 million during fiscal 2014.

Actual changes in the fair market value of plan assets and differences between the actual and expected
return on plan assets could have a material effect on the amount of pension costs ultimately recognized. A 0.25
percent change in our discount rate would impact our pension and postretirement costs by approximately $2.8
million. A 0.25 percent change in our expected rate of return would impact our pension and postretirement costs
by approximately $1.0 million.
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The projected pension liability, future funding requirements and the amount of pension expense or income
recognized for the Plan are subject to change, depending upon the actuarial value of plan assets and the determi-
nation of future benefit obligations as of each subsequent actuarial calculation date. These amounts are impacted
by actual investment returns, changes in interest rates and changes in the demographic composition of the partic-
ipants in the plan.

RECENT ACCOUNTING DEVELOPMENTS

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

ITEM 7A. Quantitative and Qualitative Disclosures About Market Risk.

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

We conduct risk management activities through both our natural gas distribution and nonregulated seg-
ments. In our natural gas distribution segment, we use a combination of physical storage, fixed physical contracts
and fixed financial contracts to protect us and our customers against unusually large winter period gas price
increases. In our nonregulated segment, we manage our exposure to the risk of natural gas price changes and lock
in our gross profit margin through a combination of storage and financial instruments including futures, over-the-
counter and exchange-traded options and swap contracts with counterparties. Our risk management activities and
related accounting treatment are described in further detail in Note 12 to the consolidated financial statements.
Additionally, our earnings are affected by changes in short-term interest rates as a result of our issuance of short-
term commercial paper and our other short-term borrowings.

Commodity Price Risk
Natural gas distribution segment

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

Nonregulated segment

Our nonregulated segment is also exposed to risks associated with changes in the market price of natural
gas. For our nonregulated segment, we use a sensitivity analysis to estimate commodity price risk. For purposes
of this analysis, we estimate commodity price risk by applying a $0.50 change in the forward NYMEX price to
our net open position (including existing storage and related financial contracts) at the end of each period. Based
on AEH’s net open position (including existing storage and related financial contracts) at September 30, 2013 of
0.1 Bef, a $0.50 change in the forward NYMEX price would have had a $0.1 million impact on our consolidated
net income.

Changes in the difference between the indices used to mark to market our physical inventory (Gas Daily)
and the related fair-value hedge (NYMEX) can result in volatility in our reported net income; but, over time,
gains and losses on the sale of storage gas inventory will be offset by gains and losses on the fair-value hedges.
Based upon our net physical position at September 30, 2013 and assuming our hedges would still qualify as
highly effective, a $0.50 change in the difference between the Gas Daily and NYMEX indices would impact our
reported net income by approximately $3.7 million.

Additionally, these changes could cause us to recognize a risk management liability, which would require us
to place cash into an escrow account to collateralize this liability position. This, in turn, would reduce the amount
of cash we would have on hand to fund our working capital needs.
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Interest Rate Risk

Our earnings are exposed to changes in short-term interest rates associated with our short-term commercial
paper program and other short-term borrowings. We use a sensitivity analysis to estimate our short-term interest
rate risk. For purposes of this analysis, we estimate our short-term interest rate risk as the difference between our
actual interest expense for the period and estimated interest expense for the period assuming a hypothetical aver-
age one percent increase in the interest rates associated with our short-term borrowings. Had interest rates asso-
ciated with our short-term borrowings increased by an average of one percent, our interest expense would have
increased by approximately $3.2 million during 2013.
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ITEM 8. Financial Statements and Supplementary Data.

Index to financial statements and financial statement schedule:

Page
Report of independent registered public accounting firm ........... ... ... oo 53
Financial statements and supplementary data:
Consolidated balance sheets at September 30,2013 and 2012 ... ... ... 54
Consolidated statements of income for the years ended September 30, 2013, 2012 and 2011 ......... 55
Consolidated statements of comprehensive income for the years ended September 30, 2013, 2012 and
2201 15 R PP 56
Consolidated statements of shareholders’ equity for the years ended September 30, 2013, 2012 and
7203 15 P 57
Consolidated statements of cash flows for the years ended September 30. 2013, 2012 and 2011 ...... 58
Notes to consolidated financial STAtEMENES . . . ... ...ttt e i 59
Selected Quarterly Financial Data (Unaudited) ........ ... ... oo 116
Financial statement schedule for the years ended September 30, 2013, 2012 and 2011
Schedule II. Valuation and Qualifying Accounts ............ ... ..o, 124

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

The Board of Directors and Shareholders of
Atmos Energy Corporation

We have audited the accompanying consolidated balance sheets of Atmos Energy Corporation as of Sep-
tember 30, 2013 and 2012, and the related consolidated statements of income, comprehensive income, share-
holders’ equity, and cash flows for each of the three years in the period ended September 30, 2013. Our audits
also included the financial statement schedule listed in the Index at Item 8. These financial statements and
schedule are the responsibility of the Company’s management. Our responsibility is to express an opinion on
these financial statements and schedule based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the con-
solidated financial position of Atmos Energy Corporation at September 30, 2013 and 2012, and the consolidated
results of its operations and its cash flows for each of the three years in the period ended September 30, 2013, in
conformity with U.S. generally accepted accounting principles. Also, in our opinion, the related financial state-
ment schedule, when considered in relation to the financial statements taken as a whole, presents fairly, in all
material respects the financial information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), Atmos Energy Corporation’s internal control over financial reporting as of September 30, 2013,
based on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (1992 framework) and our report dated November 13, 2013
expressed an unqualified opinion thereon.

/s/  ERNST & YOUNG LLP

Dallas, Texas
November 13, 2013
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ATMOS ENERGY CORPORATION
CONSOLIDATED BALANCE SHEETS

ASSETS
Property, plant and equipment . ........... .. ... i
CONSLIUCHON iN PrOZTESS . vt o vttt it it et e i aeans

Less accumulated depreciation and amortization ............. ... ...

Net property, plant and equipment . ......... ... .o
Current assets
Cashandcashequivalents . .......... ... ... .. i

Accounts receivable, less allowance for doubtful accounts of $20,624 in 2013 and
$9.425 10 2002 . .o e

Gas stored underground . ......... ... i i i
Other CUITENL @SSELS . . o« vt vttt ettt n it e aeaeene s

Total CUrTENt @SSES . .. .o ittt e e
Goodwill and intangible assets ............ ...
Deferred charges and other assets ..............iiiiiiiinnrrreneeans

CAPITALIZATION AND LIABILITIES
Shareholders’ equity

Common stock, no par value (stated at $.005 per share);
200,000,000 shares authorized; issued and outstanding:
2013 — 90,640,211 shares, 2012 — 90,239,900 shares . . ..................

Additional paid-incapital .......... ... i
Accumulated other comprehensive income (loss) .......... ... ... ... ....
Retained earnings .. ... ...ttt

Shareholders’ equity ... ...ttt
Long-termdebt ........ ... ...

Total capitalization .......... ... ... ... i
Commitments and contingencies
Current liabilities
Accounts payable and accrued liabilities ............ .. ...
Other current liabilities . ... ... ... i
Short-term debt .. ... ...t s
Current maturities of long-termdebt . . ........ ... ... ... i i

Total current liabilities ... ... .. .
Deferred iNCOME TAXES . . o .t ettt et et e ittt
Regulatory cost of removal obligation ................. ... ool
Pension and postretirement liabilities .. ........... ... ... .. oL
Deferred credits and other liabilities ... ... .. ... i

September 30

2013

2012

(In thousands,
except share data)

$7.446272  $6,860,358
275,747 274,112
7,722,019 7,134,470
1,691,364 1,658,866
6,030,655 5475604
66,199 64,239
301,992 234,526
244,741 256,415
70,334 272,782
683,266 827,962
741,484 740,847
484,996 451,262
$7,940401  $7.495,675
$ 453§ 451
1,765,811 1,745,467
38,878 (47,607)
775,267 660,932
2,580,409 2,359,243
2455671 1,956,305
5036080 4,315,548
241,611 215,229
368,891 489,665
367,984 570,929
— 131
978,486 1,275,954
1,164,053 1,015,083
359,299 381,164
358,787 457,196
43,696 50,730
$7.940,401  $7,495,675

See accompanying notes to consolidated financial statements.
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ATMOS ENERGY CORPORATION

CONSOLIDATED STATEMENTS OF INCOME

Year Ended September 30
2013 2012 2011
(In thousands, except per share data)

Operating revenues

Natural gas distribution segment . .. ......................... $2,399,493  $2,145330  $2,470,664
Regulated transmission and storage segment .................. 268,900 247,351 219,373
Nonregulated segment . ............. .o 1,598,711 1,351,303 2,024,893
Intersegment eliminations .. .......... ... .. ... ... ... (380,847) (305,501) (428,495)

3,886,257 3,438,483 4,286,435
Purchased gas cost

Natural gas distributionsegment . . .......................... 1,318,257 1,122,587 1,452,721
Regulated transmission and storage segment .................. — — —
Nonregulated segment . ... ........ ... i 1,535,380 1,296,179 1,959,893
Intersegment eliminations ............. ... ... ... ... 0. (379,430) (304,022) (426,999)
2,474,207 2,114,744 2,985,615
Gross profit . ... ...t 1,412,050 1,323,739 1,300,820
Operating expenses
Operation and MaINtENaNCe . .. .........oitiiveernernernnns 488,020 453,613 442,965
Depreciation and amortization ............. ... ... .. 235,079 237,525 223,832
Taxes, other than inCOME . ...ttt 187,072 181,073 177,767
AsSSetimpairments .. ...t — 5,288 30,270
Total operating eXpenses . .. ......voueinernerirn e, 910,171 877,499 874,834
Operating iNCOME . ... ..ottt it iaa it 501,879 446,240 425,986
Miscellaneous income (eXpense), Net .. ... ...ovuvuiniuinnnn... (197) (14,644) 21,184
Interest charges .......... e e 128,385 141,174 150,763
Income from continuing operations before income taxes ........... 373,297 290,422 296,407
INCOME taX EXPENSE . . o vt i et ittt e e 142,599 98,226 106,819
Income from continuing operations . .....................ooo... 230,698 192,196 189,588
Income from discontinued operations, net of tax ($3,986, $10,066 and :
12,37 2) o 7,202 18,172 18,013
Gain on sale of discontinued operations, net of tax ($2,909, $3,519
and $0) . .. e 5,294 6,349 —
NELINCOME .« oottt e et e et e ettt ae s $ 243,194 $ 216,717 $ 207,601
Basic earnings per share
Income per share from continuing operations . ................. $ 254 % 212 % 2.08
Income per share from discontinued operations ............. ... 0.14 0.27 0.20
Net income per share —basic . ............ ... ... ... ... ... $ 268 § 239§ 2.28
Diluted earnings per share
Income per share from continuing operations . ................. $ 250 % 210 % 2.07
Income per share from discontinued operations . ............... 0.14 0.27 0.20
Net income per share —diluted ......................... ... $ 264 $ 237 % 2.27
Weighted average shares outstanding:
BaSIC .ottt 90,533 90,150 90,201
DIIUted . . oo et e 91,711 91,172 90,652

See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year Ended September 30
2013 2012 2011
(In thousands)
NELINCOME . . o v e e et e e e e e e e e e e e e e e $243,194 $216,717  $207,601
Other comprehensive income (loss), net of tax
Net unrealized holding gains (losses) on available-for-sale securities, net
of tax of $(186), $1,881 and $(953) . ......... i (213) 3,103 (1,647)
Cash flow hedges:
Amortization and unrealized gain (loss) on interest rate agreements,
net of tax of $47,236, $(5,388) and $(16,850) .................. 82,179 (10,116) (28,689)
Net unrealized gains on commodity cash flow hedges, net of tax of
$2,889,$5,029 and $3,355 ... ... 4,519 7,866 5,248
Total other comprehensive income (loss) ..................... ... ... 86,485 853 (25,088)
Total comprehensive income . ............ ...t $329,679 $217,570  $182,513

See accompanying notes to condensed consolidated financial statements.
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ATMOS ENERGY CORPORATION

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Balance, September 30, 2010 . .

Net income
Other comprehensive loss

Repurchase of common stock .
Repurchase of equity awards . .
Cash dividends ($1.36 per share)

Common stock issued:
Direct stock purchase plan

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

Balance, September 30, 2011
Net income

Other comprehensive income . .
Repurchase of common stock .

Repurchase of equity awards

Cash dividends ($1.38 per share)

Common stock issued:
Direct stock purchase plan

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

Balance, September 30, 2012
Net income

Other comprehensive income . .

Repurchase of equity awards

Cash dividends ($1.40 per share)

Common stock issued:
Direct stock purchase plan
1998 Long-term incentive plan

Employee stock-based compensation . . .
Outside directors stock-for-fee plan . . ..

Balance, September 30, 2013

Accumulated
Other
Common stock Additional Comprehensive
Number of Stated Paid-in Income
Shares Value Capital (Loss)

Retained

Earnings Total

(In thousands, except share and per share data)

90,164,103 $451 $1,714,364  $(23,372) $ 486,905 $2,178,348

........ - — — — 207,601 207,601
........ - - — (25,088) —  (25,088)
........ (375,468)  (2) 2 — — —
........ (169,793) (1)  (5,298) — —  (5.299)
....... - - — —  (124011) (124,011)
........ S (54) — - (54)
........ 675255 3 13,886 — — 13,889
- — 9,958 — — 9,958

2,385 — 77 — — 77

....... 90296482 451 1,732,935  (48,460) 570,495 2255421
........ - — — — 216,717 216,717
....... - - — 853 — 853
........ (387,991)  (2)  (12,533) — —  (12,535)
....... (153,255) — (5,219) — — (5219
....... - — — — (125,796) (125,796)
....... - - (65) — — (65)
........ 482289 2 12,519 — (484) 12,037
- — 17752 — — 17752

2375 — 78 — — 78

....... 90239900 451 1745467  (47,607) 660,932 2,359,243
....... - = — — 243,194 243,194
....... - — — 86,485 — 86485
....... (133,449) — (5,150) — — (5,150
....... —_ — — —  (128,115) (128,115)
....... - — (50) — — (50)
....... 531,672 2 9,530 — (744) 8,788
—  — 15934 — — 15934

2088 — 80 — — 80

....... 90,640,211 $453 $1,765811 §$ 38,878 $ 775,267 $2,580,409

See accompanying notes to consolidated financial statements.
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ATMOS ENERGY CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES

Netincome .. ...t e

Adjustments to reconcile net income to net cash provided by operating
activities:
ASSet Impairments . ...............iveiiineiniiina...
Gain on sale of discontinued operations ......................
Depreciation and amortization:

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

Deferred iIncome taxes . .............iiiiiniiniineinnann..
Stock-based compensation ........... ... ... L,
Debt financing costs .. ...
Other . ...

Changes in assets and liabilities:
(Increase) decrease in accounts receivable ....................
Decrease in gas stored underground .........................
(Increase) decrease in other current assets . ....................
(Increase) decrease in deferred charges and other assets ..........
Increase (decrease) in accounts payable and accrued liabilities . ...
Increase (decrease) in other current liabilities . .................
Increase (decrease) in deferred credits and other liabilities ... ... ..

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

CASH FLOWS USED IN INVESTING ACTIVITIES
Capital expenditures . ............ ...t
Proceeds from the sale of discontinued operations ................
Other, net ... ... .

Net cash used in investing activities .....................
CASH FLOWS FROM FINANCING ACTIVITIES

Net increase (decrease) in short-termdebt . ......................
Net proceeds from issuance of long-termdebt ...................
Settlement of Treasury lock agreements ........................
Unwinding of Treasury lock agreements ........................
Repayment of long-termdebt . .. ........... ... ... ... ...,
Cashdividendspaid ........... ... .. ...
Repurchase of common stock ................................
Repurchase of equity awards ........... ... ... ... ... ... .....
Issuance of common stock ................ .. ... L,

Net cash provided by (used in) financing activities ..........

Net increase (decrease) in cash and cash equivalents ..............
Cash and cash equivalents at beginningof year . ..................

Cash and cash equivalentsatend of year . .......................

CASH PAID (RECEIVED) DURING THE PERIOD FOR:
Interest ...

See accompanying notes to consolidated financial statements.
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Year Ended September 30
2013 2012 2011
(In thousands)
$ 243,194 $ 216,717 $ 207,601
— 5,288 30,270
(8,203) (9,868) —
236,928 246,093 233,155
679 484 228
141,336 104,319 117,353
17,814 19,222 11,586
8,480 8,147 9,438
(2,887) (493) 961)
(73,669) 32,578 96)
31,979 28,417 27,737
15,644 20,989 (38,048)
111,069 (50,055) (53,519)
31,912 (64,234) 23,904
(44,491) 7,889 (57,495)
(96,658) 21,424 71,691
613,127 586,917 582,844
(845,033) (732,858) (622,965)
153,023 128,223 —
(4,904) (4,625) (4,421)
(696,914)  (609,260)  (627,386)
(208,070) 354,141 83,306
493,793 — 394,466
(66,626) — 20,079
— — 27,803
(131) (257,034) (360,131)
(128,115) (125,796) (124,011)
— (12,535) —
(5,150) (5,219) (5,299)
46 1,606 7,796
85,747 _ (44,837) 44,009
1,960 (67,180) (533)
64,239 131,419 131,952
$ 66,199 $ 64,239 $ 131,419
$ 148461  $ 150,606 $ 157,976
$ 10,008 $ 432) $ (8,329



ATMOS ENERGY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Nature of Business

Atmos Energy Corporation (“Atmos Energy” or the “Company”) and our subsidiaries are engaged primarily
in the regulated natural gas distribution and transmission and storage businesses as well as certain other non-
regulated businesses. Through our natural gas distribution business, we deliver natural gas through sales and
transportation arrangements to over three million residential, commercial, public-authority and industrial
customers through our six regulated natural gas distribution divisions in the service areas described below:

Division Service Area

Atmos Energy Colorado-Kansas Division ........ Colorado, Kansas

Atmos Energy Kentucky/Mid-States Division .... Kentucky, Tennessee, Virginia(!

Atmos Energy Louisiana Division . ............. Louisiana

Atmos Energy Mid-Tex Division .............. Texas, including the Dallas/Fort Worth
metropolitan area

Atmos Energy Mississippi Division ............ Mississippi

Atmos Energy West Texas Division ............ West Texas

() Denotes location where we have more limited service areas.

In addition, we transport natural gas for others through our distribution system. Our natural gas distribution
business is subject to federal and state regulation and/or regulation by local authorities in each of the states in
which our natural gas distribution divisions operate. Our corporate headquarters and shared-services function are
located in Dallas, Texas, and our customer support centers are located in Amarillo and Waco, Texas.

Over the last two fiscal years, we have sold our natural gas distribution operations in four states to stream-
line our regulated operations. On April 1, 2013, we completed the divestiture of our natural gas distribution
operations in Georgia, representing approximately 64,000 customers, and in August 2012, we completed the sale
of our natural gas distribution operations in Missouri, Illinois and Towa, representing approximately 84,000 cus-
tomers.

Our regulated transmission and storage business consists of the regulated operations of our Atmos Pipeline—
Texas Division, a division of the Company. This division transports natural gas to our Mid-Tex Division, trans-
ports natural gas for third parties and manages five underground storage reservoirs in Texas. We also provide
ancillary services customary to the pipeline industry including parking arrangements, lending and sales of
inventory on hand.

Our nonregulated businesses operate primarily in the Midwest and Southeast through various wholly-owned
subsidiaries of Atmos Energy Holdings, Inc., (AEH). AEH is a wholly-owned subsidiary of the Company and
based in Houston, Texas. Through AEH, we provide natural gas management and transportation services to
municipalities, natural gas distribution companies, including certain divisions of Atmos Energy and third parties.

2. Summary of Significant Accounting Policies

Principles of consolidation — The accompanying consolidated financial statements include the accounts of
Atmos Energy Corporation and its wholly-owned subsidiaries. All material intercompany transactions have been
eliminated; however, we have not eliminated intercompany profits when such amounts are probable of recovery
under the affiliates’ rate regulation process.

Basis of comparison — Certain prior-year amounts have been reclassified to conform with the current year
presentation.

Use of estimates — The preparation of financial statements in conformity with accounting principles gen-
erally accepted in the United States requires management to make estimates and assumptions that affect the
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ATMOS ENERGY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

reported amounts of assets, liabilities, revenues and expenses. The most significant estimates include the allow-
ance for doubtful accounts, unbilled revenues, legal and environmental accruals, insurance accruals, pension and
postretirement obligations, deferred income taxes, asset retirement obligations, impairment of long-lived assets,
risk management and trading activities, fair value measurements and the valuation of goodwill and other long-
lived assets. Actual results could differ from those estimates.

Regulation — Our natural gas distribution and regulated transmission and storage operations are subject to
regulation with respect to rates, service, maintenance of accounting records and various other matters by the
respective regulatory authorities in the states in which we operate. Our accounting policies recognize the finan-
cial effects of the ratemaking and accounting practices and policies of the various regulatory commissions.
Accounting principles generally accepted in the United States require cost-based, rate-regulated entities that meet
certain criteria to reflect the authorized recovery of costs due to regulatory decisions in their financial statements.
As a result, certain costs that would normally be expensed under accounting principles generally accepted in the
United States are permitted to be capitalized or deferred on the balance sheet because it is probable they can be
recovered through rates. Further, regulation may impact the period in which revenues or expenses are recognized.
The amounts to be recovered or recognized are based upon historical experience and our understanding of the
regulations.

We record regulatory assets as a component of other current assets and deferred charges and other assets for
costs that have been deferred for which future recovery through customer rates is considered probable. Regu-
latory liabilities are recorded either on the face of the balance sheet or as a component of current liabilities,
deferred income taxes or deferred credits and other liabilities when it is probable that revenues will be reduced
for amounts that will be credited to customers through the ratemaking process. Significant regulatory assets and
liabilities as of September 30, 2013 and 2012 included the following:

September 30
2013 2012
{In thousands)
Regulatory assets:

Pension and postretirement benefit costst” ... ... ... .. ... . o L $187,977  $296,160
Merger and integration CoStS, N€t . ............ ...t 5,250 5,754
Deferred gas COStS . ... oottt it e i s 15,152 31,359
Regulatory cost of removal asset ............. ... .. ... .. ..l 10,008 10,500
RAtE CASE COSES o oottt et et et ettt e et e e e e e e e e 6,329 4,661
Deferred franchise fees . ... ... .. . . e — 2,714
Texas Rule 8,200 . . .. i e 30,364 5,370
APT annual adjustment mechanism .......... ... .. ... ... ... ..., 5,853 4,539
Recoverable loss on reacquireddebt .. ......... .. ... ... . ool 21,435 23,944
7117 O 4,380 7,262

$286,748  $392,263

Regulatory liabilities:

Deferred as COSIS . .\ v vt ettt ettt $ 16,481 $ 23,072
Deferred franchise fees ... ... et e e 1,689 —
Regulatory cost of removal obligation .............................. 427,524 459,688
OtRET .o e 7,887 5,637

$453,581  $488,397

() Includes $17.4 million and $7.6 million of pension and postretirement expense deferred pursuant to regu-
latory authorization.
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0 Texas Rule 8.209 is a Railroad Commission rule that allows for the deferral of all expenses associated with
capital expenditures incurred pursuant to this rule, including the recording of interest on the deferred
expenses until the next rate proceeding (rate case or annual rate filing), at which time investment and costs
would be recovered through base rates.

The amounts above do not include regulatory assets and liabilities related to our Georgia operations, which
were classified as assets held for sale at September 30, 2012 as discussed in Note 16. As of September 30, 2013,
we did not have any assets or liabilities classified as held for sale due to the sale of substantially all of our Geor-
gia assets on April 1, 2013.

Currently, authorized rates do not include a return on certain of our merger and integration costs; however,
we recover the amortization of these costs. Merger and integration costs, net, are generally amortized on a
straight-line basis over estimated useful lives ranging up to 20 years. During the fiscal years ended September 30,
2013, 2012 and 2011, we recognized $0.5 million, $0.5 million and $0.5 million in amortization expense related
to these costs.

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

On occasion, we are permitted to implement new rates that have not been formally approved by our state
regulatory commissions, which are subject to refund. As permitted by accounting principles generally accepted in
the United States, we recognize this revenue and establish a reserve for amounts that could be refunded based on
our experience for the jurisdiction in which the rates were implemented.

Rates established by regulatory authorities are adjusted for increases and decreases in our purchased gas
costs through purchased gas cost adjustment mechanisms. Purchased gas cost adjustment mechanisms provide
gas distribution companies a method of recovering purchased gas costs on an ongoing basis without filing a rate
case to address all of their non-gas costs. There is no gross profit generated through purchased gas cost adjust-
ments, but they provide a dollar-for-dollar offset to increases or decreases in our natural gas distribution seg-
ment’s gas costs. The effects of these purchased gas cost adjustment mechanisms are recorded as deferred gas
costs on our balance sheet.

Operating revenues for our regulated transmission and storage and nonregulated segments are recognized in
the period in which actual volumes are transported and storage services are provided.

Operating revenues for our nonregulated segment and the associated carrying value of natural gas inventory
(inclusive of storage costs) are recognized when we sell the gas and physically deliver it to our customers.
Operating revenues include realized gains and losses arising from the settlement of financial instruments used in
our nonregulated activities and unrealized gains and losses arising from changes in the fair value of natural gas
inventory designated as a hedged item in a fair value hedge and the associated financial instruments. For the fis-
cal years ended September 30, 2013, 2012 and 2011, we included unrealized gains (losses) on open contracts of
$9.0 million, $(8.0) million and $(10.4) million as a component of nonregulated revenues.

Cash and cash equivalents — We consider all highly liquid investments with an original maturity of three
months or less to be cash equivalents.

Accounts receivable and allowance for doubtful accounts — Accounts receivable arise from natural gas
sales to residential, commercial, industrial, municipal and other customers. We establish an allowance for doubt-
ful accounts to reduce the net receivable balance to the amount we reasonably expect to collect based on our col-
lection experience or where we are aware of a specific customer’s inability or reluctance to pay. However, if
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circumstances change, our estimate of the recoverability of accounts receivable could be affected. Circumstances
which could affect our estimates include, but are not limited to, customer credit issues, the level of natural gas
prices, customer deposits and general economic conditions. Accounts are written off once they are deemed to be
uncollectible.

Gas stored underground — Our gas stored underground is comprised of natural gas injected into storage to
support the winter season withdrawals for our natural gas distribution operations and natural gas held by our
nonregulated segment to conduct their operations. The average cost method is used for all our regulated oper-
ations, except for certain jurisdictions in the Kentucky/Mid-States Division, where it is valued on the first-in
first-out method basis, in accordance with regulatory requirements. Our nonregulated segment utilizes the aver-
age cost method; however, most of this inventory is hedged and is therefore reported at fair value at the end of
each month. Gas in storage that is retained as cushion gas to maintain reservoir pressure is classified as property,
plant and equipment and is valued at cost.

Regulated property, plant and equipment — Regulated property, plant and equipment is stated at original
cost, net of contributions in aid of construction. The cost of additions includes direct construction costs, payroll
related costs (taxes, pensions and other fringe benefits), administrative and general costs and an allowance for
funds used during construction. The allowance for funds used during construction represents the estimated cost
of funds used to finance the construction of major projects and are capitalized in the rate base for ratemaking
purposes when the completed projects are placed in service. Interest expense of $1.9 million, $2.6 million and
$1.7 million was capitalized in 2013, 2012 and 2011.

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 incurred. The costs of large projects are accumulated in construction in progress until the project is
completed. When the project is completed, tested and placed in service, the balance is transferred to the regulated
plant in service account included in the rate base and depreciation begins.

Regulated property, plant and equipment is depreciated at various rates on a straight-line basis. These rates
are approved by our regulatory commissions and are comprised of two components: one based on average serv-
ice life and one based on cost of removal. Accordingly, we recognize our cost of removal expense as a compo-
nent of depreciation expense. The related cost of removal accrual is reflected as a regulatory liability on the
consolidated balance sheet. At the time property, plant and equipment is retired, removal expenses less salvage,
are charged to the regulatory cost of removal accrual. The composite depreciation rate was 3.3 percent, 3.6 per-
cent and 3.6 percent for the fiscal years ended September 30, 2013, 2012 and 2011.

Nonregulated property, plant and equipment — Nonregulated property, plant and equipment is stated at
cost. Depreciation is generally computed on the straight-line method for financial reporting purposes based upon
estimated useful lives ranging from three to 50 years.

Asset retirement obligations — We record a liability at fair value for an asset retirement obligation when
the legal obligation to retire the asset has been incurred with an offsetting increase to the carrying value of the
related asset. Accretion of the asset retirement obligation due to the passage of time is recorded as an operating
expense.

As of September 30, 2013 and 2012, we had asset retirement obligations of $6.8 million and $10.5 million.
Additionally, we had $3.3 million and $5.8 million of asset retirement costs recorded as a component of property,
plant and equipment that will be depreciated over the remaining life of the underlying associated assets.

We believe we have a legal obligation to retire our natural gas storage facilities. However, we have not
recognized an asset retirement obligation associated with our storage facilities because we are not able to
determine the settlement date of this obligation as we do not anticipate taking our storage facilities out of service
permanently. Therefore, we cannot reasonably estimate the fair value of this obligation.
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Impairment of long-lived assets — We periodically evaluate whether events or circumstances have
occurred that indicate that other long-lived assets may not be recoverable or that the remaining 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 is less than the carrying value
of the asset, an impairment loss equal to the excess of the asset’s carrying value over its fair value is recorded.

During fiscal 2012, we recorded a pre-tax noncash impairment loss of $5.3 million related to our gathering
systems in Kentucky. In fiscal 2011, we recorded pre-tax noncash impairment losses of $19.3 million related to
our Fort Necessity storage project and $11.0 million related to our gathering systems in Kentucky. See Note 14
for further details.

Goodwill and intangible assets — We annually evaluate our goodwill balances for impairment during our
second fiscal quarter or more frequently as impairment indicators arise. We use a present value technique based
on discounted cash flows to estimate the fair value of our reporting units. These calculations are dependent on
several subjective factors including the timing of future cash flows, future growth rates and the discount rate. An
impairment charge is recognized if the carrying value of a reporting unit’s goodwill exceeds its fair value.

Intangible assets are amortized over their 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 future cash flows resulting from the use of the asset is less than the
carrying value of the asset, an impairment loss equal to the excess of the asset’s carrying value over its fair value
is recorded. No impairment has been recognized.

Marketable securities — As of September 30, 2013 and 2012, all of our marketable securities were classi-
fied as available-for-sale. In accordance with the authoritative accounting standards, these securities are reported
at market value with unrealized gains and losses shown as a component of accumulated other comprehensive
income (loss). We regularly evaluate the performance of these investments on an individual investment by
investment basis for impairment, taking into consideration the fund’s purpose, volatility and current returns. If a
determination is made that a decline in fair value is other than temporary, the related investment is written down
to its estimated fair value.

Financial instruments and hedging activities — We use financial instruments to mitigate commodity price
risk in our natural gas distribution and nonregulated segments and interest rate risk. The objectives and strategies
for using financial instruments have been tailored to our regulated and nonregulated businesses and are discussed
in Note 12.

We record all of our financial instruments on the balance sheet at fair value, with changes in fair value ulti-
mately recorded in the income statement. These financial instruments are reported as risk management assets and
liabilities and are classified as current or noncurrent other assets or liabilities based upon the anticipated settle-
ment date of the underlying financial instrument.

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

Financial Instruments Associated with Commodity Price Risk

In our nataral gas distribution segment, the costs associated with and the gains and losses arising from the
use of financial instruments to mitigate commodity price risk are included in our purchased gas cost adjustment
mechanisms in accordance with regulatory requirements. Therefore, changes in the fair value of these financial

63



ATMOS ENERGY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

instruments are initially recorded as a component of deferred gas costs and recognized in the consolidated state-
ment of income as a component of purchased gas cost when the related costs are recovered through our rates and
recognized in revenue in accordance with accounting principles generally accepted in the United States. Accord-
ingly, there is no earnings impact on our natural gas distribution segment as a result of the use of financial
instruments.

In our nonregulated segment, we have designated most of the natural gas inventory held by this operating
segment as the hedged item in a fair-value hedge. This inventory is marked to market at the end of each month
based on the Gas Daily index, with changes in fair value recognized as unrealized gains or losses in revenue in
the period of change. The financial instruments associated with this natural gas inventory have been designated
as fair-value hedges and are marked to market each month based upon the NYMEX price with changes in fair
value recognized as unrealized gains or losses in revenue in the period of change. We have elected to exclude this
spot/forward differential for purposes of assessing the effectiveness of these fair-value hedges.

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

Gains and losses from hedge ineffectiveness are recognized in the income statement. Fair value and cash
flow hedge ineffectiveness arising from natural gas market price differences between the locations of the hedged
inventory and the delivery location specified in the financial instruments is referred to as basis ineffectiveness.
Ineffectiveness arising from changes in the fair value of the fair value hedges due to changes in the difference
between the spot price and the futures price, as well as the difference between the timing of the settlement of the
futures and the valuation of the underlying physical commodity is referred to as timing ineffectiveness. Hedge
ineffectiveness, to the extent incurred, is reported as a component of revenue.

Our nonregulated segment also utilizes master netting agreements with significant counterparties that allow
us to offset gains and losses arising from financial instruments that may be settled in cash with gains and losses
arising from financial instruments that may be settled with the physical commodity. Assets and liabilities from
risk management activities, as well as accounts receivable and payable, reflect the master netting agreements in
place. Additionally, the accounting guidance for master netting arrangements requires us to include the fair value
of cash collateral or the obligation to return cash in the amounts that have been netted under master netting
agreements used to offset gains and losses arising from financial instruments. As of September 30, 2013 and
2012, the Company netted $24.8 million and $23.7 million of cash held in margin accounts into its current risk
management assets and liabilities.

Financial Instruments Associated with Interest Rate Risk

We manage interest rate risk, typically when we plan to issue new long-term debt or to refinance existing
long-term debt. Prior to fiscal 2012, we entered into Treasury lock agreements to fix the Treasury yield compo-
nent of the interest cost associated with anticipated financings. We designated these Treasury lock agreements as
cash flow hedges at the time the agreements were executed. Accordingly, unrealized gains and losses associated
with the Treasury lock agreements were recorded as a component of accumulated other comprehensive income
(loss). When the Treasury locks were settled, the realized gain or loss was recorded as a component of accumu-
lated other comprehensive income (loss) and is being recognized as a component of interest expense over the life
of the related financing arrangement.
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During fiscal 2012, we began using interest rate swaps and forward starting interest rate swaps to mitigate
interest rate risk. Unrealized gains and losses associated with the swaps are recorded as a component of accumu-
lated other comprehensive income (loss). When the swaps settle, the realized gain or loss will be recorded as a
component of accumulated other comprehensive income (loss) and recognized as a component of interest
expense over the life of the related financing arrangement. Hedge ineffectiveness to the extent incurred will be
reported as a component of interest expense.

Fair Value Measurements — We report certain assets and liabilities at fair value, which is defined as the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date (exit price). We primarily use quoted market prices and other observable
market pricing information in valuing our financial assets and liabilities and minimize the use of unobservable
pricing inputs in our measurements.

Fair-value estimates also consider our own creditworthiness and the creditworthiness of the counterparties
involved. Our counterparties consist primarily of financial institutions and major energy companies. This concen-
tration of counterparties may materially impact our exposure to credit risk resulting from market, economic or
regulatory conditions. We seek to minimize counterparty credit risk through an evaluation of their financial con-
dition and credit ratings and the use of collateral requirements under certain circumstances.

Amounts reported at fair value are subject to potentially significant volatility based upon changes in market
prices, including, but not limited to, the valuation of the portfolio of our contracts, maturity and settlement of
these contracts and newly originated transactions and interest rates, each of which directly affect the estimated
fair value of our financial instruments. We believe the market prices and models used to value these financial
instruments represent the best information available with respect to closing exchange and over-the-counter quota-
tions, time value and volatility factors underlying the contracts. Values are adjusted to reflect the potential impact
of an orderly liquidation of our positions over a reasonable period of time under then current market conditions.

Authoritative accounting literature establishes a fair value hierarchy that prioritizes the inputs used to meas-
ure fair value based on observable and unobservable data. The hierarchy categorizes the inputs into three levels,
with the highest priority given to unadjusted quoted prices in active markets for identical assets and liabilities
(Level 1) and the lowest priority given to unobservable inputs (Level 3). The levels of the hierarchy are described
below:

Level 1 — Represents unadjusted quoted prices in active markets for identical assets or liabilities. An active
market for the asset or liability is defined as a market in which transactions for the asset or liability occur with
sufficient frequency and volume to provide pricing information on an ongoing basis. Prices actively quoted on
national exchanges are used to determine the fair value of most of our assets and liabilities recorded on our bal-
ance sheet at fair value. Within our nonregulated operations, we utilize a mid-market pricing convention (the
mid-point between the bid and ask prices), as permitted under current accounting standards. Values derived from
these sources reflect the market in which transactions involving these financial instruments are executed.

Our Level 1 measurements consist primarily of exchange-traded financial instruments, gas stored under-
ground that has been designated as the hedged item in a fair value hedge and our available-for-sale securities.
The Level 1 measurements for investments in our Master Trust, Supplemental Executive Benefit Plan and post-
retirement benefit plan consist primarily of exchange-traded financial instruments.

Level 2 — Represents pricing inputs other than quoted prices included in Level 1 that are either directly or
indirectly observable for the asset or liability as of the reporting date. These inputs are derived principally from,
or corroborated by, observable market data. Our Level 2 measurements primarily consist of non-exchange-traded
financial instruments, such as over-the-counter options and swaps and municipal and corporate bonds where
market data for pricing is observable. The Level 2 measurements for investments in our Master Trust, Supple-

mental Executive Benefit Plan and postretirement benefit plan consist primarily of non-exchange traded financial
instruments such as common collective trusts and investments in limited partnerships.
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Level 3 — Represents generally unobservable pricing inputs which are developed based on the best
information available, including our own internal data, in situations where there is little if any market activity for
the asset or liability at the measurement date. The pricing inputs utilized reflect what a market participant would
use to determine fair value. We utilize models and other valuation methods to determine fair value when external
sources are not available. We believe the market prices and models used to value these assets and liabilities
represent the best information available with respect to closing exchange and over-the-counter quotations, time
value and volatility factors underlying the assets and liabilities.

As of September 30, 2013 our Master Trust owned one real estate investment with a value less than $0.2
million that qualifies as a Level 3 fair value measurement. The valuation technique used was a real estate
appraisal obtained from an independent third party that consisted of several unobservable inputs such as com-
parable land and building sales values per square foot. Currently, we have no other assets or liabilities recorded at
fair value that would qualify for Level 3 reporting.

Pension and other postretirement plans — Pension and other postretirement plan costs and liabilities are
determined on an actuarial basis and are affected by numerous assumptions and estimates including the market
value of plan assets, estimates of the expected return on plan assets, assumed discount rates and current demo-
graphic and actuarial mortality data. Our measurement date is September 30. The assumed discount rate and the
expected return are the assumptions that generally have the most significant impact on our pension costs and
liabilities. The assumed discount rate, the assumed health care cost trend rate and assumed rates of retirement
generally have the most significant impact on our postretirement plan costs and liabilities.

The discount rate is utilized principally in calculating the actuarial present value of our pension and post-
retirement obligation and net pension and postretirement cost. When establishing our discount rate, we consider
high quality corporate bond rates based on bonds available in the marketplace that are suitable for settling the
obligations, changes in those rates from the prior year and the implied discount rate that is derived from matching
our projected benefit disbursements with currently available high quality corporate bonds.

The expected long-term rate of return on assets is utilized in calculating the expected return on plan assets
component of the annual pension and postretirement plan cost. We estimate the expected return on plan assets by
evaluating expected bond returns, equity risk premiums, asset allocations, the effects of active plan management,
the impact of periodic plan asset rebalancing and historical performance. We also consider the guidance from our
investment advisors in making a final determination of our expected rate of return on assets. To the extent the
actual rate of return on assets realized over the course of a year is greater than or less than the assumed rate, that
year’s annual pension or postretirement plan cost is not affected. Rather, this gain or loss reduces or increases
future pension or postretirement plan costs over a period of approximately ten to twelve years.

The market-related value of our plan assets represents the fair market value of the plan assets, adjusted to
smooth out short-term market fluctuations over a five-year period. The use of this calculation will delay the
impact of current market fluctuations on the pension expense for the period.

We estimate the assumed health care cost trend rate used in determining our annual postretirement net cost
based upon our actual health care cost experience, the effects of recently enacted legislation and general
economic conditions. Our assumed rate of retirement is estimated based upon the annual review of our partic-
ipant census information as of the measurement date.

Income taxes — Income taxes are determined based on the liability method, which results in income tax
assets and liabilities arising from temporary differences. Temporary differences are differences between the tax
bases of assets and liabilities and their reported amounts in the financial statements that will result in taxable or
deductible amounts in future years. The liability method requires the effect of tax rate changes on current and
accumulated deferred income taxes to be reflected in the period in which the rate change was enacted. The
liability method also requires that deferred tax assets be reduced by a valuation allowance unless it is more likely
than not that the assets will be realized.
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The Company may recognize the tax benefit from uncertain tax positions only if it is at least more likely
than not that the tax position will be sustained on examination by the taxing authorities, based on the technical
merits of the position. The tax benefits recognized in the financial statements from such a position should be
measured based on the largest benefit that has a greater than fifty percent likelihood of being realized upon
settlement with the taxing authorities. We recognize accrued interest related to unrecognized tax benefits as a
component of interest expense. We recognize penalties related to unrecognized tax benefits as a component of
miscellaneous income (expense) in accordance with regulatory requirements.

Contingencies — In the normal course of business, we are confronted with issues or events that may result
in a contingent liability. These generally relate to lawsuits, claims made by third parties or the action of various
regulatory agencies. For such matters, we record liabilities when they are considered probable and reasonably
estimable, based on currently available facts and our estimates of the ultimate outcome or resolution of the
liability in the future. Actual results may differ from estimates, depending on actual outcomes or changes in the
facts or expectations surrounding each potential exposure.

Subsequent events — Except as disclosed in Note 6 concerning the October 2, 2013 payment from our
Supplemental Executive Benefits Plan related to the retirement of one of our executives, no events occurred
subsequent to the balance sheet date that would require recognition or disclosure in the financial statements.

Recent accounting pronouncements — During the year ended September 30, 2013, two new accounting
standards were announced that will become applicable to the Company in future periods. The first standard clari-
fies the enhanced disclosure of offsetting arrangements for financial instruments that will become effective for us
for annual and interim periods beginning on October 1, 2013. The adoption of this standard should not have an
impact on our financial position, results of operations or cash flows. The second standard changes the pre-
sentation requirements for an unrecognized tax benefit if a net operating loss carryforward or tax credit
carryforward exists, which will become effective for us for annual and interim periods beginning on October 1,
2014. The adoption of this standard should not have a material impact on our financial position, results of oper-
ations or cash flows.

Beginning in our first fiscal quarter, we have presented a single statement of other comprehensive income,
due to an accounting pronouncement that became effective for us on October 1, 2012. Additionally, a standard
that became effective during our second fiscal quarter requires the presentation of amounts reclassified out of
accumulated other comprehensive income by component as well as significant amounts reclassified out of accu-
mulated other comprehensive income by the respective line item in the statement of net income. We have pre-
sented the disclosures relating to reclassifications out of accumulated other comprehensive income in Note 13.
The adoption of these standards did not have an impact on our financial position, results of operations or cash
flows. There were no other significant changes to our accounting policies during the year ended September 30,
2013.

3. Segment Information

Atmos Energy Corporation and its subsidiaries are engaged primarily in the regulated natural gas dis-
tribution, transmission and storage business as well as other nonregulated businesses. We distribute natural gas
through sales and transportation arrangements to over three million residential, commercial, public authority and
industrial customers through our six regulated natural gas distribution divisions, which cover service areas
located in eight states. In addition, we transport natural gas for others through our distribution system.

Through our nonregulated business, we provide natural gas management and transportation services to
municipalities, natural gas distribution companies, including certain divisions of Atmos Energy and third parties.
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We operate the Company through the following three segments:

* The natural gas distribution segment, includes our regulated natural gas distribution and related sales

operations.

* The regulated transmission and storage segment, includes the regulated pipeline and storage operations of

our Atmos Pipeline — Texas Division.

* The nonregulated segment, is comprised of our nonregulated natural gas management, nonregulated natu-
ral gas transmission, storage and other services.

Our determination of reportable segments considers the strategic operating units under which we manage
sales of various products and services to customers in differing regulatory environments. Although our natural
gas distribution segment operations are geographically dispersed, they are reported as a single segment as each
natural gas distribution division has similar economic characteristics. The accounting policies of the segments are
the same as those described in the summary of significant accounting policies. We evaluate performance based
on net income or loss of the respective operating units. Interest expense is allocated pro rata to each segment
based upon our net investment in each segment. Income taxes are allocated to each segment as if each segment’s
taxes were calculated on a separate return basis.

Summarized income statements and capital expenditures by segment are shown in the following tables.
Year Ended September 30, 2013

Operating revenues from external parties . . .
Intersegment revenues .................

Purchased gas cost

Gross profit . . ..
Operating expenses

Operation and maintenance ...........
Depreciation and amortization .........
Taxes, other than income .............

Total operating expenses ...............

Operating income .

Miscellaneous income (expense) .........

Interest charges . . .

Income from continuing operations before

income taxes ...
Income tax expense

Income from continuing operations . . .....
Income from discontinued operations, net of

tax ...........
Gain (loss) on sale o

f discontinued

operations, netoftax .................

Net income ..

Regulated
Natural Gas  Transmission
Distribution  and Storage  Nonregulated Eliminations Consolidated
(In thousands)
$2,394418 $ 89,011  $1,402,828 $ —  $3,886,257
5,075 179,889 195,883 (380,847) —
2,399,493 268,900 1,598,711 (380,847) 3,886,257
1,318,257 — 1,535,380  (379,430) 2,474,207
1,081,236 268,900 63,331 (1,417) 1,412,050
375,188 76,686 37,569 (1,423) 488,020
195,581 35,302 4,196 — 235,079
167,374 17,059 2,639 — 187,072
738,143 129,047 44,404 (1,423) 910,171
343,093 139,853 18,927 6 501,879
2,535 (2,285) 2,316 (2,763) (197)
98,296 30,678 2,168 (2,757) 128,385
247,332 106,890 19,075 — 373,297
96,476 38,630 7,493 — 142,599
150,856 68,260 11,582 — 230,698
7,202 — — — 7,202
5,649 — (355) — 5,294
$ 163,707 $ 68,260 $ 11227 $ — $ 243,194
$ 528,599 $313,230 § 3,204 $ — § 845,033
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Operating revenues from external parties . . .
Intersegment revenues .................

Purchased gascost ....................

Grossprofit ........ ... ...
Operating expenses

Operation and maintenance ...........

Depreciation and amortization .........

Taxes, other than income .............

Asset impairments ..................

Total operating eXpenses ...............

Operating income . ........ooovnnn....
Miscellaneous income (expense) .........
Interest charges .......................
Income from continuing operations before
INCOME LAXES o v ovvvveieeeaennns
Income tax eXpense . .. ......ovivnenen

Income from continuing operations .......

Income from discontinued operations, net of
BAX ot et e

Gain on sale of discontinued operations, net
oftax ...

Netincome .........cooiiunnnnn.

Capital expenditures ...................

Year Ended September 30, 2012

Regulated
Natural Gas  Transmission
Distribution  and Storage  Nonregulated Eliminations Consolidated
(In thousands)
$2,144376  $ 92,604  $1,201,503 §$ —  $3,438,483
954 154,747 149,800  (305,501) —
2,145,330 247,351 1,351,303 (305,501) 3,438,483
1,122,587 — 1,296,179 (304,022) 2,114,744
1,022,743 247,351 55,124 (1,479) 1,323,739
353,879 71,521 29,697 (1,484) 453,613
202,026 31,438 4,061 — 237,525
162,377 15,568 3,128 — 181,073
— — 5,288 — 5,288
718,282 118,527 42,174 (1,484) 877,499
304,461 128,824 12,950 5 446,240
(12,657) (1,051) 1,035 1,971) (14,644)
110,642 29,414 3,084 (1,966) 141,174
181,162 98,359 10,901 — 290,422
57,314 35,300 5,612 — 98,226
123,848 63,059 5,289 — 192,196
18,172 — — — 18,172
6,349 — — — 6,349
$ 148369 $ 63,059 § 5289 $ — $ 216,717
$ 546818 $175,768 $ 10,272 § — § 732,858
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Operating revenues from external parties . . .
Intersegment revenues .................

Purchased gascost ....................

Grossprofit .......... ... ... ...
Operating expenses

Operation and maintenance ...........

Depreciation and amortization .........

Taxes, other than income .............

Assetimpairments ..................

Total operating expenses ...............

Operating income (loss) ................
Miscellaneous income .................
Interest charges .......................
Income (loss) from continuing operations
before income taxes .................
Income tax expense (benefit) ............

Income (loss) from continuing operations . .

Income from discontinued operations, net of
BAX L

Year Ended September 30, 2011

Regulated

Natural Gas  Transmission

Distribution  and Storage  Nonregulated Eliminations Consolidated
(In thousands)

$2,469,781 $ 87,141  $1,729,513 $ —  $4,286,435
883 132,232 295,380  (428,495) —
2,470,664 219,373 2,024,893 (428,495) 4,286,435
1,452,721 — 1,959,893 (426,999) 2,985,615
1,017,943 219,373 65,000 (1,496) 1,300,820
341,758 70,401 32,308 (1,502) 442 965
193,642 25,997 4,193 — 223,832
160,455 14,700 2,612 — 177,767
— — 30,270 — 30,270
695,855 111,098 69,383 (1,502) 874,834
322,088 108,275 (4,383) 6 425,986
16,242 4,715 657 (430) 21,184
115,740 31,432 4,015 (424) 150,763
222,590 81,558 (1,741) — 296,407
77,885 29,143 (209) — 106,819
144,705 52,415 (7,532) — 189,588
18,013 — — — 18,013
$ 162,718 $ 52415 (7,532) $ — $ 207,601
$ 496,899 $118452 § 7614 $ — $ 622965
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The following table summarizes our revenues by products and services for the fiscal year ended Sep-
tember 30.

2013 2012 2011
(In thousands)
Natural gas distribution revenues:
Gas sales revenues:

Residential . ... ..ooiriire et $1,512,495 $1,351,479  $1,535,887
Commercial . .. ...ttt 661,930 587,651 685,380
Industrial ... ...t e 81,155 71,960 96,636
Public authority and other . ...................... 60,557 54,334 68,676
Total gas sales revenues ...................... 2,316,137 2,065,424 2,386,579
Transportation reVenUeS . ..........covenonnnn ns 55,938 53,924 57,331
Other gas reVenUes . .........oeeevenunsernnnnaenns 22,343 25,028 25,871
Total natural gas distribution revenues ............. 2,394,418 2,144,376 2,469,781
Regulated transmission and storage revenues . ........... 89,011 92,604 87,141
Nonregulated revenues ................oiironnn.n. 1,402,828 1,201,503 1,729,513
Total Operating revenues . ... ............oooeensns $3,886,257 $3,438,483  $4,286,435
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Balance sheet information at September 30, 2013 and 2012 by segment is presented in the following tables.

ASSETS

Property, plant and equipment, net . ... ...
Investment in subsidiaries . .............

Current assets
Cash and cash equivalents

Intangible assets
Goodwill
Noncurrent assets from risk management

Deferred income taxes
Noncurrent liabilities from risk

Assets from risk management
activities

Total current assets

activities

CAPITALIZATION AND LIABILITIES
Shareholders’ equity
Long-term debt

Total capitalization

Current liabilities

Current maturities of long-term debt . ..

Short-termdebt ....................

Liabilities from risk management
activities

Total current liabilities

management activities
Regulatory cost of removal obligation . . ..
Pension and postretirement liabilities . . . . .

Deferred credits and other liabilities . . . . . .

September 30, 2013

Natural Gas

Regulated
Transmission

Distribution  and Storage  Nonregulated Eliminations Consolidated
(In thousands)
$4,719,873 $1,249,767 $ 61,015 $ —  $6,030,655
831,136 — (2,096) (829,040) —
4,237 — 61,962 — 66,199
1,837 — 16,262 — 18,099
428,366 11,709 452,126 (293,233) 598,968
783,738 — — (783,738) —
1,218,178 11,709 530,350 (1,076,971) 683,266
— — 121 — 121
574,190 132,462 34,711 — 741,363
109,354 — — — 109,354
347,687 19,227 8,728 — 375,642
$7,800,418 $1,413,165 $632,829  $(1,906,011) $7,940,401
$2,580,409 $ 396,421 $434,715 $ (831,136) $2,580,409
2,455,671 — — — 2,455,671
5,036,080 396,421 434,715 (831,136) 5,036,080
645,984 — — (278,000) 367,984
1,543 — — — 1,543
491,681 20,288 110,306 (13,316) 608,959
— 712,768 70,970 (783,738) —
1,139,208 733,056 181,276 (1,075,054) 978,486
871,360 283,554 8,960 179 1,164,053
— — 6,133 — 6,133
359,299 — — — 359,299
358,787 — — — 358,787
35,684 134 1,745 — 37,563
$7,800,418 $1,413,165 $632,829  $(1,906,011) $7,940,401
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September 30, 2012

Regulated
Natural Gas  Transmission
Distribution  and Storage  Nonregulated Eliminations Consolidated

(In thousands)
ASSETS
Property, plant and equipment, net ....... $4,432,017 $ 979,443 $ 64,144 $ —  $5,475,604
Investment in subsidiaries . . ............ 747,496 — (2,096) (745,400) —
Current assets
Cash and cash equivalents ........... 12,787 — 51,452 — 64,239
Assets from risk management
ACHVILIES ..t teiii i 6,934 — 17,773 — 24,707
Other current assets . ... ..cvvvvevennn 546,187 11,788 404,097 (223,056) 739,016
Intercompany receivables ............ 636,557 — — (636,557) —
Total current assets ............... 1,202,465 11,788 473,322 (859,613) 827,962
Intangible assets ............ocoeeonnn — — 164 — 164
Goodwill ... 573,550 132,422 34,711 — 740,683
Noncurrent assets from risk management :
ACHIVILIES + ot i e e 2,283 — — — 2,283
Deferred charges and other assets . ....... 417,893 24,353 6,733 — 448,979

$7,375,704 $1,148,006 $576,978  $(1,605,013) $7,495,675

CAPITALIZATION AND LIABILITIES

Shareholders’ equity .................. $2.359,243 $ 328,161 $419,335 $ (747,496) $2,359,243
Long-termdebt ........covovineeenns 1,956,305 — —_ — 1,956,305
Total capitalization ............... 4,315,548 328,161 419,335 (747,496) 4,315,548
Current liabilities
Current maturities of long-term debt . .. — — 131 — 131
Short-termdebt .. ...t 782,719 — — (211,790) 570,929
Liabilities from risk management
ACHIVILIES .+ o vt i i ceii e 85,366 — 15 — 85,381
Other current liabilities .............. 526,089 12,478 90,116 9,170) 619,513
Intercompany payables .............. — 584,578 51,979 (636,557) —
Total current liabilities ............ 1,394,174 597,056 142,241 (857,517) 1,275,954
Deferred income taxes ................ 789,288 220,647 5,148 — 1,015,083
Noncurrent liabilities from risk
management activities .............. — — 9,206 — 9,206
Regulatory cost of removal obligation . ... 381,164 — — — 381,164
Pension and postretirement liabilities . . . .. 457,196 — — — 457,196
Deferred credits and other liabilities . . . . .. 38,334 2,142 1,048 — 41,524

$7.375,704 $1,148,006  $576,978  $(1,605,013) $7,495,675

4. Earnings Per Share

Since we have non-vested share-based payments with a nonforfeitable right to dividends or dividend equiv-
alents (referred to as participating securities), we are required to use the two-class method of computing earnings
per share. The Company’s non-vested restricted stock units, granted under the 1998 Long-Term Incentive Plan,
for which vesting is predicated solely on the passage of time, are considered to be participating securities. The
calculation of earnings per share using the two-class method excludes income attributable to these participating
securities from the numerator and excludes the dilutive impact of those shares from the denominator.
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Basic and diluted earnings per share for the fiscal years ended September 30 are calculated as follows:

2013 2012 2011
(In thousands, except per share data)

Basic Earnings Per Share from continuing operations

Income from continuing operations ...................... $230,698  $192,196  $189,588
Less: Income from continuing operations allocated to

participating securities .............................. 775 793 1,980
Income from continuing operations available to common

shareholders ............... ... ... .. ... ... ...... $229,923  $191,403  $187,608
Basic weighted average shares outstanding ................ 90,533 90,150 90,201
Income from continuing operations per share — Basic .. ... .. $ 254 $ 212 $ 208

Basic Earnings Per Share from discontinued operations

Income from discontinued operations .................... $ 12,496 $ 24,521 $ 18,013
Less: Income from discontinued operations allocated to

participating securities .............................. 42 101 188
Income from discontinued operations available to common

shareholders ............... ... ... ... ... .. ....... $ 12454 $ 24420 $ 17,825
Basic weighted average shares outstanding ................ 90,533 90,150 90,201
Income from discontinued operations per share — Basic . . . .. $ 014 $ 027 $ 0.0
Net income per share — Basic .......................... $ 268 $ 239 §$§ 228

Diluted Earnings Per Share from continuing operations
Income from continuing operations available to common

shareholders ................ ... ... ... ... .. ...... $229,923  $191,403  $187,608
Effect of dilutive stock options and other shares ............ 5 4 4
Income from continuing operations available to common

shareholders ........... ... ... ... ... .. . .. .. . . ... .. $229,928  $191,407 $187,612
Basic weighted average shares outstanding ................ 90,533 90,150 90,201
Additional dilutive stock options and other shares .......... 1,178 1,022 451
Diluted weighted average shares outstanding .............. 91,711 91,172 90,652
Income from continuing operations per share — Diluted . . . .. $§ 250 $ 210 $ 207

Diluted Earnings Per Share from discontinued operations

Income from discontinued operations available to common
shareholders .............. ... ... ... .. .. .. ... ..., $ 12,454 $ 24420 $ 17,825

Effect of dilutive stock options and other shares ............ — — —

Income from discontinued operations available to common

shareholders .......... ... ... ... ... ... ... ... ...... $ 12454 $ 24420 $ 17,825
Basic weighted average shares outstanding ................ 90,533 90,150 90,201
Additional dilutive stock options and other shares .......... 1,178 1,022 451
Diluted weighted average shares outstanding .............. 91,711 91,172 90,652
Income from discontinued operations per share — Diluted ... $ 014 $ 027 $ 020
Net income per share — Diluted ........................ $ 264 $ 237 $ 227
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There were no out-of-the-money options excluded from the computation of diluted earnings per share for
the fiscal years ended September 30, 2013, 2012 and 2011.

5. Debt
Long-term debt
Long-term debt at September 30, 2013 and 2012 consisted of the following:
2013 2012
(In thousands)

Unsecured 4.95% Senior Notes, due October 2014 .. ................. $ 500,000 $ 500,000
Unsecured 6.35% Senior Notes, due 2017 ... .. ..ooiiiiiinnenn. 250,000 250,000
Unsecured 8.50% Senior Notes, due 2019 ... ...t 450,000 450,000
Unsecured 5.95% Senior Notes, due 2034 ..ot 200,000 200,000
Unsecured 5.50% Senior Notes, due 2041 ...............oovvennnnnn 400,000 400,000
Unsecured 4.15% Senior Notes, due 2043 ..o 500,000 —
Medium term Series A notes, 1995-1, 6.67%, due 2025 . 10,000 10,000
Unsecured 6.75% Debentures, due 2028 ... 150,000 150,000
Rental property term notes due in installments through 2013 ........... — 131
Total long-term debt . ... ......oouiiiiiiii 2,460,000 1,960,131

Less:
Original issue discount on unsecured senior notes and debentures .. ... 4,329 3,695
CUrrent MATUIIHES .« . . o ot vve e ie e e eas e — 131

$2,455,671  $1,956,305

We issued $500 million Unsecured 4.15% Senior Notes on January 11, 2013. The effective rate of these
notes is 4.67%, after giving effect to offering costs and the settlement of the associated Treasury lock agreements
discussed in Note 12. Of the net proceeds of approximately $494 million, $234 million was used to partiaily
repay our commercial paper borrowings and for general corporate purposes. The remaining $260 million was
used to repay a short-term financing facility that was scheduled to mature on February 1, 2013. This facility was
executed on September 27, 2012, with interest rates at a LIBOR based rate plus a company specific spread, to
repay commercial paper borrowings that were used to redeem our $250 million Unsecured 5.125% Senior Notes
were scheduled to mature in January 2013.

Short-term debt

Our short-term debt is utilized to fund ongoing working capital needs, such as our seasonal requirements for
gas supply, general corporate liquidity and capital expenditures. Our short-term borrowings typically reach their
highest levels in the winter months.

We currently finance our short-term borrowing requirements through a combination of a $950 million
commercial paper program, four committed revolving credit facilities and one uncommitted revolving credit
facility, with a total availability from third-party lenders of approximately $1 billion of working capital funding.
At September 30, 2013 and 2012, there was $368.0 million and $310.9 million outstanding under our commercial
paper program with weighted average interest rates of 0.25% and 0.48%, with average maturities of less than one
month. We also use intercompany credit facilities to supplement the funding provided by these third-party com-
mitted credit facilities. These facilities are described in greater detail below.
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Regulated Operations

We fund our regulated operations as needed, primarily through our commercial paper program and three
committed revolving credit facilities with third-party lenders that provide approximately $985 million of working
capital funding. The first facility is a five-year unsecured facility that was amended on December 7,2012 to
increase the borrowing capacity from $750 million to $950 million with an accordion feature, which, if utilized
would increase the borrowing capacity to $1.2 billion. On August 22, 2013 the terms of the facility were
amended to extend the expiration date from May 2016 to August 2018. The credit facility bears interest at a base
rate or at a LIBOR-based rate for the applicable interest period, plus a spread ranging from zero percent to two
percent, based on the Company’s credit ratings. This credit facility serves as a backup liquidity facility for our
commercial paper program. At September 30, 2013, there were no borrowings under this facility, but we had
$368.0 million of commercial paper outstanding leaving $582.0 million available.

The second facility is a $25 million unsecured facility that bears interest at a daily negotiated rate, generally
based on the Federal Funds rate plus a variable margin. This facility was renewed on April 1, 2013. At Sep-
tember 30, 2013, there were no borrowings outstanding under this facility.

The third facility which was renewed on September 30, 2013 for $10 million is a committed revolving credit
facility used primarily to issue letters of credit that bears interest at a LIBOR-based rate plus 1.5 percent. At
September 30, 2013, there were no borrowings outstanding under this credit facility; however, letters of credit
totaling $5.9 million had been issued under the facility at September 30, 2013, which reduced the amount avail-
able by a corresponding amount.

The availability of funds under these credit facilities is subject to conditions specified in the respective credit
agreements, all of which we currently satisfy. These conditions include our compliance with financial covenants and
the continued accuracy of representations and warranties contained in these agreements. We are required by the
financial covenants in each of these facilities to maintain, at the end of each fiscal quarter, a ratio of total debt to
total capitalization of no greater than 70 percent. At September 30, 2013, our total-debt-to-total-capitalization ratio,
as defined, was 54 percent. In addition, both the interest margin over the Eurodollar rate and the fee that we pay on
unused amounts under each of these facilities are subject to adjustment depending upon our credit ratings.

In addition to these third-party facilities, our regulated operations have a $500 million intercompany revolv-
ing credit facility with AEH. This facility bears interest at the lower of (i) the Eurodollar rate under the five-year
revolving credit facility or (ii) the lowest rate outstanding under the commercial paper program. Applicable state
regulatory commissions have approved our use of this facility through December 31, 2013. There was $278.0
million outstanding under this facility at September 30, 2013.

Nonregulated Operations

Prior to December 5, 2012, Atmos Energy Marketing, LLC (AEM), which is wholly-owned by AEH, had a
three-year $200 million committed revolving credit facility, expiring in December 2014, with a syndicate of
third-party lenders with an accordion feature that could increase AEM’s borrowing capacity to $500 million. The
credit facility was primarily used to issue letters of credit and, on a less frequent basis, to borrow funds for gas
purchases and other working capital needs. This facility was collateralized by substantially all of the assets of
AEM and was guaranteed by AEH. AEM terminated the committed revolving credit facility on December 5,
2012, to reduce external credit expense. AEM incurred no penalties in connection with the termination. This
facility was replaced with two $25 million, 364-day bilateral credit facilities, one of which is a committed
facility. These facilities are used primarily to issue letters of credit. Due to outstanding letters of credit, the total
amount available to us under these bilateral credit facilities was $37.4 million at September 30, 2013.
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AEH has a $500 million intercompany demand credit facility with AEC. This facility bears interest at a rate
equal to the greater of (i) the one-month LIBOR rate plus 3.00 percent or (ii) the rate for AEM’s borrowings
under its committed line of credit facility plus 0.75 percent. Applicable state regulatory commissions have
approved our use of this facility through December 31, 2013. There were no borrowings outstanding under this
facility at September 30, 2013.

Shelf Registration

On March 28, 2013, we filed a registration statement with the Securities and Exchange Commission (SEC)
to issue, from time to time, up to $1.75 billion in common stock and/or debt securities available for issuance,
which replaced our registration statement that expired on March 31, 2013. As of September 30, 2013, $1.75 bil-
lion was available under the shelf registration statement.

Debt Covenants

In addition to the financial covenants described above, our credit facilities and public indentures contain
usual and customary covenants for our business, including covenants substantially limiting liens, substantial asset
sales and mergers.

Additionally, our public debt indentures relating to our senior notes and debentures, as well as our revolving
credit agreements, each contain a default provision that is triggered if outstanding indebtedness arising out of any
other credit agreements in amounts ranging from in excess of $15 million to in excess of $100 million becomes
due by acceleration or is not paid at maturity.

We were in compliance with all of our debt covenants as of September 30, 2013. If we were unable to
comply with our debt covenants, we would likely be required to repay our outstanding balances on demand, pro-
vide additional collateral or take other corrective actions.

Maturities of long-term debt at September 30, 2013 were as follows (in thousands):

10} Rt R $ —
2015 ..o e 500,000
L LT ST —
20 AT R 250,000
D018 o e e —
TRELEAFLET . « o o v e e e e e et e e et e e 1,710,000

$2,460,000
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6. Retirement and Post-Retirement Employee Benefit Plans

We have both funded and unfunded noncontributory defined benefit plans that together cover most of our
employees. We also maintain post-retirement plans that provide health care benefits to retired employees.
Finally, we sponsor defined contribution plans that cover substantially all employees. These plans are discussed
in further detail below.

As a rate regulated entity, we generally recover our pension costs in our rates over a period of up to
15 years. The amounts that have not yet been recognized in net periodic pension cost that have been recorded as
regulatory assets are as follows:

Supplemental
Defined Executive Postretirement
Benefits Plans Retirement Plans Plans Total
(In thousands)
September 30, 2013
Unrecognized transition obligation . ..  $ — $  — $ 628 $ 628
Unrecognized prior service credit . . . . 91) — (5,961) (6,052)
Unrecognized actuarial loss .. ... ... 108,621 31,466 35,961 176,048
$108,530 $31,466 $30,628 $170,624
September 30, 2012
Unrecognized transition obligation ... $ — $ — $ 1,709 $ 1,709
Unrecognized prior service credit . . . . (232) — (7,411) (7,643)
Unrecognized actuarial loss ........ 187,050 43,995 63,402 294,447
$186,818 $43,995 $57,700 $288,513
Defined Benefit Plans

Employee Pension Plans

As of September 30, 2013, we maintained two defined benefit plans: the Atmos Energy Corporation Pension
Account Plan (the Plan) and the Atmos Energy Corporation Retirement Plan for Mississippi Valley Gas Union
Employees (the Union Plan) (collectively referred to as the Plans). The assets of the Plans are held within the
Atmos Energy Corporation Master Retirement Trust (the Master Trust).

The Plan is a cash balance pension plan that was established effective J anuary 1999 and covers most of the
employees of Atmos Energy’s regulated operations. Opening account balances were established for participants
as of January 1999 equal to the present value of their respective accrued benefits under the pension plans which
were previously in effect as of December 31, 1998. The Plan credits an allocation to each participant’s account at
the end of each year according to a formula based on the participant’s age, service and total pay (excluding
incentive pay).

The Plan also provides for an additional annual allocation based upon a participant’s age as of January 1,
1999 for those participants who were participants in the prior pension plans. The Plan credited this additional
allocation each year through December 31, 2008. In addition, at the end of each year, a participant’s account is
credited with interest on the employee’s prior year account balance. A special grandfather benefit also applied
through December 31, 2008, for participants who were at least age 50 as of January 1, 1999 and who were partic-
ipants in one of the prior plans on December 31, 1998. Participants are fully vested in their account balances after
three years of service and may choose to receive their account balances as a lump sum or an annuity. In August
2010, the Board of Directors of Atmos Energy approved a proposal to close the Plan to new participants effective
October 1, 2010. Additionally, employees participating in the Plan as of October 1, 2010 were allowed to make a
one-time election to migrate from the Plan into our defined contribution plan, which was enhanced, effective
January 1, 2011.
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The Union Plan is a defined benefit plan that covers substantially all full-time union employees in our Mis-
sissippi Division. Under this plan, benefits are based upon years of benefit service and average final earnings.
Participants vest in the plan after five years and will receive their benefit in an 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 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 2013 and 2012 we contributed $32.7 million and $46.5 million in cash to the Plans to achieve
a desired level of funding while maximizing the tax deductibility of this payment. Based upon market conditions
subsequent to September 30, 2013, the current funded position of the Plans and the new funding requirements
under the PPA, we anticipate contributing between $15 million and $25 million to the Plans in fiscal 2014. Fur-
ther, we will consider whether an additional voluntary contribution is prudent to maintain certain PPA funding
thresholds.

We manage the Master Trust’s assets with the objective of achieving a rate of return net of inflation of
approximately four percent per year. We make investment decisions and evaluate performance on a medium-
term horizon of at least three to five years. We also consider our current financial status when making recom-
mendations and decisions regarding the Master Trust’s assets. Finally, we strive to ensure the Master Trust’s
assets are appropriately invested to maintain an acceptable level of risk and meet the Master Trust’s long-term
asset investment policy adopted by the Board of Directors.

To achieve these objectives, we invest the Master Trust’s assets in equity securities, fixed income securities,
interests in commingled pension trust funds, other investment assets and cash and cash equivalents. Investments
in equity securities are diversified among the market’s various subsectors in an effort to diversify risk and max-
imize returns. Fixed income securities are invested in investment grade securities. Cash equivalents are invested
in securities that cither are short term (less than 180 days) or readily convertible to cash with modest risk.

The following table presents asset allocation information for the Master Trust as of September 30, 2013 and
2012.

Actual

Allocation

Targeted September 30

Security Class Allocation Range 2013 2012
DOMESHC EQUILIES « . .« o v v e e arses e 35%-55% 46.5% 42.6%
International QUItIES . ... ... vvnii e 10%-20% 16.1% 13.9%
Fixed INCOME . o o oo ettt ettt s et 10%-30% 14.9% 18.6%
COMPANY SEOCK .+ v v e veneeese s 5%-15% 12.6% 12.0%
OLhEr ASSELS + « v v v v e e e e e et 5%-15% 9.9% 12.9%

At September 30, 2013 and 2012, the Plan held 1,169,700 shares of our common stock, which represented
12.6 percent and 12.0 percent of total Master Trust assets. These shares generated dividend income for the Plan
of approximately $1.6 million and $1.6 million during fiscal 2013 and 2012.
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Our employee pension plan expenses and liabilities are determined on an actuarial basis and are affected by
numerous assumptions and estimates including the market value of plan assets, estimates of the expected return
on plan assets and assumed discount rates and demographic data. We review the estimates and assumptions
underlying our employee pension plans annually based upon a September 30 measurement date. The develop-
ment of our assumptions is fully described in our significant accounting policies in Note 2. The actuarial assump-
tions used to determine the pension liability for the Plans were determined as of September 30, 2013 and 2012
and the actuarial assumptions used to determine the net periodic pension cost for the Plans were determined as of
September 30, 2012, 2011 and 2010. These assumptions are presented in the following table:

Pension
Liability Pension Cost
2013 2012 2013 2012 2011
Discountrate ............. ... ... ... .. . ... .. .. ... .. .. 4.95% 4.04% 4.04% 5.05% 5.39%
Rate of compensation increase .................... ... . ... 3.50% 3.50% 3.50% 3.50% 4.00%
Expected returnonplanassets ........................... 1.25% 1.75% 71.75% 7.75% 8.25%

() The discount rate for the Pension Account Plan increased from 5.39% to 3.68% effective January 1, 2011
due to a curtailment gain recorded in fiscal 2011.

The following table presents the Plans’ accumulated benefit obligation, projected benefit obligation and
funded status as of September 30, 2013 and 2012:

2013 2012
(In thousands)
Accumulated benefit obligation .................. .. ... ... .. ... .. $446,133  $ 468,440
Change in projected benefit obligation:
Benefit obligation at beginning of year ............... ... .. ... .. .. ... ... $480,031  $ 429,432
SEIVICE COSE ..o 17,754 15,084
Interest cost ........ ... . 19,334 21,568
Actuarial (gain) loss .................. ... . (29,822) 46,197
Benefitspaid .......... . ... .. ... ... (25,073) (24,553)
Divestitures ........... ... . (6,425) (7,697)
Benefit obligation atend of year ......... ... ... ... ... .. .. .. .. .. .. ... .. . 455,799 480,031
Change in plan assets:
Fair value of plan assets at beginning of year ............ ... .. .. .. .. ... . . 343,144 280,204
Actual returnonplanassets . .................... .. ... .. . .. . ... ... 52,496 48,656
Employer contributions ........... ... ... ... ... . .. 32,745 46,534
Benefitspaid ........... .. . ... . . .. . (25,073) (24,553)
Divestitures ........... .. (6,425) (7,697)
Fair value of plan assets atend of year ................... ... .. .. ... .. .. . 396,887 343,144
Reconciliation:
Funded status ........... ... .. .. .. . (58912)  (136,887)
Unrecognized prior Service CoSt . ...................... ... . — —
Unrecognized netloss .................... ... ... . — —
Net amount recognized ................. ... .. ... ... . . . .. . . . ... ... . $(58,912) $(136,887)
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Net periodic pension cost for the Plans for fiscal 2013, 2012 and 2011 is recorded as operating expense and
included the following components:

Fiscal Year Ended September 30

2013 2012 2011
(In thousands)
Components of net periodic pension cost:

SEEVICE COSE v v e e e et e e et ettt e e $17,754 $15084 § 14,384
TOLELESE COSE v v vne e viee e es e ia e ia e 19,334 21,568 22,264
Expected Teturn O @SSELS . . ... vvovnereencnsnens e s (22,955) (21,474  (24,817)
Amortization of prior service credit . . ... ... e (141) (141) 429)
Recognized actuarial 108S .. .....oovviiiin e 19,066 14,451 9,498
Curtailment Zain ... ....o.ovvrevie e — — (40)

Net periodic Pension CoSt . . .. ...oovvnavraeeeeeee e $33058 $29488 $ 20,860

The following table sets forth by level, within the fair value hierarchy, the Master Trust’s assets at fair value
as of September 30, 2013 and 2012. As required by authoritative accounting literature, assets are categorized in
their entirety based on the lowest level of input that is significant to the fair value measurement. The methods
used to determine fair value for the assets held by the Master Trust are fully described in Note 2. Assets at Sep-
tember 30, 2012 include $7.7 million that were transferred to the purchaser of our Missouri, Illinois and Iowa
operations during the first quarter of fiscal 2013. In addition to the assets shown below, the Master Trust had net
accounts receivable of $0.4 million and $0.5 million at September 30, 2013 and 2012 which materially approx-
imates fair value due to the short-term nature of these assets.

Assets at Fair Value as of September 30, 2013

Level 1 Level 2 Level 3 Total
(In thousands)
Investments:
Common stocks — domestic equities ............ $143543 $ —  $ — $143,543
Money market funds . . ... — 12,266 — 12,266
Registered investment companies:
Domesticfunds .. ..oovveiii i 30,200 — — 30,200
International funds . ........ oot 47,036 — — 47,036
Common/collective trusts — domestic funds ...... — 57,627 — 57,627
Government securities:
Mortgage-backed SECUMLES . oo vvviieemeennenns — 18,446 —_ 18,446
U.S. tTEASULIES « o v o vveeee i eanemsanenaseens 4,117 663 — 4,780
Corporate bonds .........ovviniiniiiens — 35,012 — 35,012
Limited partnerships . ..........ooeeioreenes — 47,417 — 47,417
Real €StAte . o oo oo i ieeeeaaea e — — 155 155
Total investments at fairvalue .................oo. $224.896  $171,431 $155 $396,482
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Assets at Fair Value as of September 30, 2012
Level 1 Level 2 Level 3 Total
(In thousands)

Investments:
Common stocks — domestic equities ............ $114799 % —  $—  $114,799
Money market funds . ............ ... ... ... ... — 21,010 — 21,010
Registered investment companies:
Domesticfunds . ......................... .. 19,984 — — 19,984
International funds .................. ... . ... 36,714 — — 36,714
Common/collective trusts — domestic funds . ... .. — 52,155 — 52,155
Government securities
Mortgage-backed securities .................. —_ 19,509 — 19,509
US.treasuries . ................. ... ... ... 7,597 487 — 8,084
Corporatebonds ....................... ... ... — 35,960 — 35,960
Limited partnerships . ......................... 140 41,786 — 41,926
Realestate . .............................. ... — — 155 155
Total investments at fairvalue .................... $179,234  $170,907  $155  $350,296

The fair value of our Level 3 real estate assets was determined using a real estate appraisal obtained from an
independent third party that consisted of several unobservable inputs such as comparable land sales values per
square foot in the range of $0.94 to $2.98 and comparable building sales values per square foot in the range of
$23.13 to $30.42.

Supplemental Executive Retirement Plans

We have three nonqualified supplemental plans which provide additional pension, disability and death bene-
fits to our officers, division presidents and certain other employees of the Company.

The first plan is referred to as the Supplemental Executive Benefits Plan (SEBP) and covers our officers,
division presidents and certain other employees of the Company who were employed on or before August 12,
1998. The SEBP is a defined benefit arrangement which provides a benefit equal to 75 percent of covered com-
pensation under which benefits paid from the underlying qualified defined benefit plan are an offset to the bene-
fits under the SEBP.

In August 1998, we adopted the Supplemental Executive Retirement Plan (SERP) (formerly known as the
Performance-Based Supplemental Executive Benefits Plan), which covers all officers or division presidents
selected to participate in the plan between August 12, 1998 and August 5, 2009, any corporate officer who may
be appointed to the Management Committee after August 5, 2009 and any other employees selected by our Board
of Directors at its discretion. The SERP is a defined benefit arrangement which provides a benefit equal to 60
percent of covered compensation under which benefits paid from the under] ying qualified defined benefit plan
are an offset to the benefits under the SERP.

Effective August 5, 2009, we adopted a new defined benefit Supplemental Executive Retirement Plan (the
2009 SERP), for corporate officers (other than such officer who is appointed as a member of the Company’s
Management Committee), division presidents or any other employees selected at the discretion of the Board.
Under the 2009 SERP, a nominal account has been established for each participant, to which the Company con-
tributes at the end of each calendar year an amount equal to ten percent of the total of each participant’s base
salary and cash incentive compensation earned during each prior calendar year, beginning December 31, 2009.
The benefits vest after three years of service and attainment of age 55 and earn interest credits at the same annual
rate as the Company’s Pension Account Plan (currently 4.69%).
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On April 1, 2013, due to the retirement of certain executives, we recognized a settlement loss of $3.2 mil-
lion associated with the supplemental plans and revalued the net periodic pension cost for the remainder of fiscal
2013. The revaluation of the net periodic pension cost resulted in an increase in the discount rate, effective
April 1, 2013, to 4.21 percent, which reduced our net periodic pension cost by approximately $0.1 million for the
remainder of the fiscal year.

On October 2, 2013, due to the retirement of one of our executives, we recognized a settlement loss of
$4.5 million associated with our Supplemental Executive Benefits Plan. In association with the retirement, on
October 2, 2013, we made a $16.8 million benefit payment from the SEBP.

Similar to our employee pension plans, we review the estimates and assumptions underlying our supple-
mental plans annually based upon a September 30 measurement date using the same techniques as our employee
pension plans. The actuarial assumptions used to determine the pension liability for the supplemental plans were
determined as of September 30, 2013 and 2012 and the actuarial assumptions used to determine the net periodic
pension cost for the supplemental plans were determined as of September 30, 2012, 2011 and 2010. These
assumptions are presented in the following table:

Pension
Liability Pension Cost
2013 2012 2013 2012 2011
DISCOUNE TALE  + « v e v e e ve e v e e e et e e ae it 4.95% 4.04% 4.04%1 5.05% 5.39%

Rate of COMPENSAtion iNCIEASE . . . ... vvvvvvre e 3.50% 3.50% 3.50% 3.50% 4.00%

() The discount rate for the supplemental plans increased from 4.04% to 4.21% effective April 1,2013 due to a
settlement loss recorded in fiscal 2013.

The following table presents the supplemental plans’ accumulated benefit obligation, projected benefit obli-
gation and funded status as of September 30, 2013 and 2012:

2013 2012
(In thousands)

Accumulated benefit obligation . . .......... ... oo $ 109,817  $ 121,815
Change in projected benefit obligation:

Benefit obligation at beginning of year ... $ 130,186  $ 112,115

SEIVICE COSE .+ + v e v et e et ee et ee e ia e 3,039 2,108

TNEETESE COSE + v v v v v e e e e tee e e e e e e 4,755 5,142

Actuarial (gain) 10SS . ..o .vvrrtii e (6,451) 15,459

Benefits Paid . . ..« .o et (4,375) (4,638)

SEHIEIIIENIS « « « v v e e et e e e e (10,074) —

Benefit obligation at end of year ... 117,080 130,186
Change in plan assets:

Fair value of plan assets at beginning of year ................conennn — —

Employer contribution .. .. ......ouaiii 14,449 4,638

Benefits PAIA . .« oo vvc e (4,375) (4,638)

SEttIEIMENTS .« o v v v oottt (10,074) —

Fair value of plan assets atend of year . .........oovnviineins — —
Reconciliation:

FUNAEA SEALUS « « o o e v v e e e et e e i (117,080)  (130,186)

Unrecognized Prior SEIVICE COSL . ... v vvvvveni i eee e — —

Unrecognized NEL1OSS . ... ovvvninnne e — —

Accrued PENSION COSL ... vvvnvnenveeean s e $(117,080) $(130,186)
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Assets for the supplemental plans are held in separate rabbi trusts. At September 30, 2013 and 2012, assets
held in the rabbi trusts consisted of available-for-sale securities of $44.5 million and $41.8 million, which are
included in our fair value disclosures in Note 14.

Net periodic pension cost for the supplemental plans for fiscal 2013, 2012 and 2011 is recorded as operating
expense and included the following components:

Fiscal Year Ended September 30

2013 2012 2011
(In thousands)
Components of net periodic pension cost:

ServiCe COSt ...ttt $ 3,039 $2,108 $ 2,768
Interest coSt .. ... ... .. . 4,755 5,142 5,825
Amortization of transition asset ............................. — — —
Amortization of prior service cost ........................... — s —
Recognized actuarial loss . ................................. 2,918 2,118 2,239
Settlements .. ...t 3,160 — —

Net periodic pension cost ................................ $13,872  $9,368  $10,832

Estimated Future Benefit Payments

The following benefit payments for our defined benefit plans, which reflect expected future service, as
appropriate, are expected to be paid in the following fiscal years:

Pension Supplemental
Plans Plans
(In thousands)
2014 e $ 40,640 $22,940
200 36,230 6,363
2016 ..o 34,752 6,226
2007 . 33,612 6,440
2008 33,273 6,913
2019-2023 .. 156,367 34,260

Postretirement Benefits

We sponsor the Retiree Medical Plan for Retirees and Disabled Employees of Atmos Energy Corporation
(the Atmos Retiree Medical Plan). This plan provides medical and prescription drug protection to all qualified
participants based on their date of retirement. The Atmos Retiree Medical Plan provides different levels of bene-
fits depending on the level of coverage chosen by the participants and the terms of predecessor plans; however,
we generally pay 80 percent of the projected net claims and administrative costs and participants pay the remain-
ing 20 percent of this cost.

As of September 30, 2009, the Board of Directors approved a change to the cost sharing methodology for
employees who had not met the participation requirements by that date for the Atmos Retiree Medical Plan.
Starting on January 1, 2015, the contribution rates that will apply to all non-grandfathered participants will be
determined using a new cost sharing methodology by which Atmos Energy will limit its contribution to a three
percent cost increase in claims and administrative costs each year. If medical costs covered by the Atmos Retiree
Medical Plan increase more than three percent annually, participants will be responsible for the additional costs.

Generally, our funding policy is to contribute annually an amount in accordance with the requirements of
ERISA. However, additional voluntary contributions are made annually as considered necessary. Contributions
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are intended to provide not only for benefits attributed to service to date but also for those expected to be earned
in the future. We expect to contribute between $25 million and $30 million to our postretirement benefits plan
during fiscal 2014.

We maintain a formal investment policy with respect to the assets in our postretirement benefits plan to
ensure the assets funding the postretirement benefit plan are appropriately invested to maintain an acceptable
level of risk. We also consider our current financial status when making recommendations and decisions regard-
ing the postretirement benefits plan.

We currently invest the assets funding our postretirement benefit plan in diversified investment funds which
consist of common stocks, preferred stocks and fixed income securities. The diversified investment funds may
invest up to 75 percent of assets in common stocks and convertible securities. The following table presents asset
allocation information for the postretirement benefit plan assets as of September 30, 2013 and 2012.

Actual
Allocation
September 30
Security Class 2013 2012
Diversified investment funds .. ... ... 96.8% 97.0%
Cash and cash €qUIVAIENLS . . . ...\ vvvneeue et 32% 3.0%

Similar to our employee pension and supplemental plans, we review the estimates and assumptions under-
lying our postretirement benefit plan annually based upon a September 30 measurement date using the same
techniques as our employee pension plans. The actuarial assumptions used to determine the pension liability for
our postretirement plan were determined as of September 30, 2013 and 2012 and the actuarial assumptions used
to determine the net periodic pension cost for the postretirement plan were determined as of September 30, 2012,
2011 and 2010. The assumptions are presented in the following table:

Postretirement

Liability Postretirement Cost
2013 2012 2013 2012 2011
DISCOUNETALE « « v v e v eevee e e e aeiaaea e ae e 495% 4.04% 4.04% 5.05% 5.39%
Expected return on plan assets . ... 4.60% 4.70% 4.70% 5.00% 5.00%
Initial trend rate . . .o oo et 8.00% 8.00% 8.00% 8.00% 8.00%
Ultimate trend rate . .. ..o v v 500% 5.00% 5.00% 5.00% 5.00%
Ultimate trend reached in . ........ ...t 2020 2019 2019 2018 2016
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The following table presents the postretirement plan’s benefit obligation and funded status as of Sep-
tember 30, 2013 and 2012:

2013 2012
(In thousands)

Change in benefit obligation:

Benefit obligation at beginning of year .................... ... ... . $ 308,315  $ 263,694
SEIVICE COSt ...ttt 18,800 16,353
Interestcost .......... e, e 12,964 13,861
Plan participants’ contributions ................... ... ... . . ... ... 3,815 3,649
Actuarial (gain) 10Ss ........... ... . . .. (13,801) 28,815
Benefitspaid . ........ ... ... ... . (14,458) (13,197)
DIVeStitures . .............. (3,487) (4,860)
Benefit obligation atendof year ................ ... ... .. . ... . .. 312,148 308,315

Change in plan assets:
Fair value of plan assets at beginning of year ................. ... ... 77,072 53,065
Actual returnon plan assets ................... .00 13,432 12,912
Employer contributions . ........... ... ... . 26,552 22,139
Plan participants’ contributions ................ ... ... ... .. ... ... 3,815 3,649
Benefitspaid .. ........ . ... .. (14,458) (13,197)
DIVESHIUIes . .. ..ot e — (1,496)
Fair value of plan assets atend of year . .. ................... ... ... 106,413 77,072

Reconciliation:

Funded status ........... ... ... . .. . . (205,735)  (231,243)

Unrecognized transition obligation ............................ .. ... — —
Unrecognized prior SEIvice CoSt . ..............co o — —
Unrecognized netloss . ....... ... ... ... . ... ... ... ... ... — —

Accrued postretirement COSt . . .......... i $(205,735) $(231,243)

Net periodic postretirement cost for fiscal 2013, 2012 and 2011 is recorded as operating expense and
included the components presented below.
Fiscal Year Ended September 30
2013 2012 2011
(In thousands)

Components of net periodic postretirement cost:

SEIVICE COSt ettt $18,800 $16,353  $14,403
Interest cost ......... ... ... ., 12,964 13,861 12,813
Expected returnonassets ............... ... . . (3,988) (2,607) (2,727)
Amortization of transition obligation . ..................... .. 1,081 1,511 1,511
Amortization of prior service credit .. .............. . ... ... .. (1,450) (1,450) (1,450)
Recognized actuarial loss . ............ ... ... .. . . ... ... .. 4,196 2,648 347
Net periodic postretirement cost ... ................... ... $31,603  $30,316  $24,897
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Assumed health care cost trend rates have a significant effect on the amounts reported for the plan. A one-
percentage point change in assumed health care cost trend rates would have the following effects on the latest
actuarial calculations:

One-Percentage One-Percentage

Point Increase Point Decrease
(In thousands)
Effect on total service and interest cost components .. ............. $ 4,399 $ (3,682)
Effect on postretirement benefit obligation ...................... $36,680 $(30,940)

We are currently recovering other postretirement benefits costs through our regulated rates under accrual
accounting as prescribed by accounting principles generally accepted in the United States in substantially all of
our service areas. Other postretirement benefits costs have been specifically addressed in rate orders in each
jurisdiction served by our Kentucky/Mid-States, West Texas, Mid-Tex and Mississippi Divisions as well as our
Kansas jurisdiction and Atmos Pipeline — Texas or have been included in a rate case and not disallowed.
Management believes that this accounting method is appropriate and will continue to seek rate recovery of
accrual-based expenses in its ratemaking jurisdictions that have not yet approved the recovery of these expenses.

The following tables set forth by level, within the fair value hierarchy, the Retiree Medical Plan’s assets at
fair value as of September 30, 2013 and 2012. The methods used to determine fair value for the assets held by the
Retiree Medical Plan are fully described in Note 2. Assets at September 30, 2012 include $1.5 million that were
transferred to the purchaser of our Missouri, Illinois and Iowa operations during the first quarter of fiscal 2013.

Assets at Fair Value as of September 30, 2013

Level 1 Level 2 Level 3 Total
(In thousands)
Investments:
Money marketfunds . ............. ... .. % —  $3,356 $— $ 3,356
Registered investment companies:
Domesticfunds ................ ... .......... 9,614 — — 9,614
International funds ......................: S 93,443 — — 93,443
Total investments at fairvalue ...................... $103,057 $3,356 $— $106,413
Assets at Fair Value as of September 30, 2012
Level 1 Level 2 Level 3 Total
(In thousands)
Investments:
Money marketfunds . ............................. $ —  $2,360 $— $ 2,360
Registered investment companies: '
Domesticfunds . ............. .. ..., 7,756 — — 7,756
International funds ................ ... . ... ..... 68,452 — — 68,452
Total investments at fairvalue ........................ $76,208  $2,360 $— $78,568
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Estimated Future Benefit Payments

The following benefit payments paid by us, retirees and prescription drug subsidy payments for our post-
retirement benefit plans, which reflect expected future service, as appropriate, are expected to be paid in the fol-
lowing fiscal years:

Company Retiree Subsidy Postr'ze‘?itr::zlment
Payments Payments Payments Benefits
(In thousands)

2014 . $ 25547 % 3,899 $— $ 29,446
2015 . 16,628 4,915 — 21,543
2006 ... 19,260 6,049 — 25,309
2007 . 21,216 7,304 — 28,520
2018 .o 22,550 8,677 — 31,227
20019-2023 ... 116,617 58,595 — 175,212

Defined Contribution Plans

As of September 30, 2013, we maintained three defined contribution benefit plans: the Atmos Energy Corpo-
ration Retirement Savings Plan and Trust (the Retirement Savings Plan), the Atmos Energy Corporation Savings
Plan for MVG Union Employees (the Union 401K Plan) and the Atmos Energy Holdings, LL.C 401K Profit-
Sharing Plan (the AEH 401K Profit-Sharing Plan).

The Retirement Savings Plan covers substantially all employees in our regulated operations and is subject to
the provisions of Section 401(k) of the Internal Revenue Code. Effective January 1, 2007, employees automati-
cally become participants of the Retirement Savings Plan on the date of employment. Participants may elect a
salary reduction up to a maximum of 65 percent of eligible compensation, as defined by the Plan, not to exceed
the maximum allowed by the Internal Revenue Service. New participants are automatically enrolled in the Plan at
a salary reduction amount of four percent of eligible compensation, from which they may opt out. We match 100
percent of a participant’s contributions, limited to four percent of the participant’s salary, in our common stock.
However, participants have the option to immediately transfer this matching contribution into other funds held
within the plan. Participants are eligible to receive matching contributions after completing one year of service.
Participants are also permitted to take out loans against their accounts subject to certain restrictions. In August
2010, the Board of Directors of Atmos Energy approved a proposal to close the Pension Account Plan to new
participants effective October 1, 2010. New employees participate in our defined contribution plan, which was
enhanced, effective January 1, 2011. Employees participating in the Pension Account Plan as of October 1, 2010
were allowed to make a one-time election to migrate from the Plan into the Retirement Savings Plan, effective
January I, 2011. Under the enhanced plan, participants receive a fixed annual contribution of four percent of
eligible earnings to their Retirement Savings Plan account. Participants will continue to be eligible for company
matching contributions of up to four percent of their eligible earnings and will be fully vested in the fixed annual
contribution after three years of service.

The Union 401K Plan covers substantially all Mississippi Division employees who are members of the Inter-
national Chemical Workers Union Council, United Food and Commercial Workers Union International (the
Union) and is subject to the provisions of Section 401(k) of the Internal Revenue Code. Employees of the Union
automatically become participants of the Union 401K plan on the date of union membership. We match 50 per-
cent of a participant’s contribution in cash, limited to six percent of the participant’s eligible contribution. Partic-
ipants are also permitted to take out loans against their accounts subject to certain restrictions.

Matching contributions to the Retirement Savings Plan and the Union 401K Plan are expensed as incurred
and amounted to $10.4 million, $10.5 million, and $10.2 million for fiscal years 2013, 2012 and 2011. The Board
of Directors may also approve discretionary contributions, subject to the provisions of the Internal Revenue Code
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and applicable Treasury regulations. No discretionary contributions were made for fiscal years 2013, 2012 or
2011. At September 30, 2013 and 2012, the Retirement Savings Plan held 4.9 percent and 4.9 percent of our out-
standing common stock.

The AEH 401K Profit-Sharing Plan covers substantially all AEH employees and is subject to the provisions
of Section 401(k) of the Internal Revenue Code. Participants may elect a salary reduction up to a maximum of 75
percent of eligible compensation, as defined by the Plan, not to exceed the maximum allowed by the Internal
Revenue Service. The Company may elect to make safe harbor contributions up to four percent of the employ-
ee’s salary which vest immediately. The Company may also make discretionary profit sharing contributions to
the AEH 401K Profit-Sharing Plan. Participants become fully vested in the discretionary profit-sharing con-
tributions after three years of service. Participants are also permitted to take out loans against their accounts sub-
ject to certain restrictions. Discretionary contributions to the AEH 401K Profit-Sharing Plan are expensed as
incurred and amounted to $1.1 million, $1.2 million and $1.3 million for fiscal years 2013, 2012 and 201 1.

7. Stock and Other Compensation Plans
Share Repurchase Agreement

On, July 1, 2010, we entered into an accelerated share repurchase agreement with Goldman Sachs & Co.
under which we repurchased $100 million of our outstanding common stock in order to offset stock grants made
under our various employee and director incentive compensation plans. We paid $100 million to Goldman
Sachs & Co. on July 7, 2010 in a share forward transaction and received 2,958,580 shares of Atmos Energy
common stock. On March 4, 2011, we received and retired an additional 375,468 common shares which con-
cluded our share repurchase agreement. In total, we received and retired 3,334,048 common shares under the
repurchase agreement. The final number of shares we ultimately repurchased in the transaction was based gen-
erally on the average of the effective share repurchase price of our common stock over the duration of the
agreement, which was $29.99. As a result of this transaction, beginning in our fourth quarter of fiscal 2010, the
number of outstanding shares used to calculate our earnings per share was reduced by the number of shares
received and the $100 million purchase price was recorded as a reduction in shareholders’ equity.

Share Repurchase Program

On September 28, 2011 our Board of Directors approved a program authorizing the repurchase of up to five
million shares of common stock over a 5-year period. The program is primarily intended to minimize the dilutive
effect of equity grants under various benefit related incentive compensation plans of the Company. The program
may be terminated or limited at any time. Shares may be repurchased in the open market or in privately nego-
tiated transactions in amounts the Company deems appropriate. As of September 30, 2013, a total of 387,991
shares had been repurchased for an aggregate value of $12.5 million.

Stock-Based Compensation Plans

Total stock-based compensation expense was $17.8 million, $19.2 million and $11.6 million for the fiscal
years ended September 30, 2013, 2012 and 2011, primarily related to restricted stock costs.

1998 Long-Term Incentive Plan

In August 1998, the Board of Directors approved and adopted the 1998 Long-Term Incentive Plan (LTIP),
which became effective in October 1998 after approval by our shareholders. The LTIP is a comprehensive, long-
term incentive compensation plan providing for discretionary awards of incentive stock options, non-qualified
stock options, stock appreciation rights, bonus stock, time-lapse restricted stock, time-lapse restricted stock units,
performance-based restricted stock units and stock units to certain employees and non-employee directors of the
Company and our subsidiaries. The objectives of this plan include attracting and retaining the best personnel,
providing for additional performance incentives and promoting our success by providing employees with the
opportunity to acquire common stock.
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As of September 30, 2013, we were authorized to grant awards for up to a maximum of 8.7 million shares of
common stock under this plan subject to certain adjustment provisions. As of September 30, 2013, non-qualified
stock options, bonus stock, time-lapse restricted stock, time-lapse restricted stock units, performance-based
restricted stock units and stock units had been issued under this plan, and 1,403,439 shares were available for
future issuance. The option price of the stock options issued under this plan is equal to the market price of our
stock at the date of grant. These stock options expire 10 years from the date of the grant and vest annually over a
service period ranging from one to three years. However, no stock options have been granted under this plan
since fiscal 2003, except for a limited number of options that were converted from bonuses paid under our
Annual Incentive Plan, the last of which occurred in fiscal 2006. We had 7,930 stock options outstanding at Sep-
tember 30, 2013 at a $25.96 weighted average exercise price that are currently vested and expire in November
2014.

Restricted Stock Grants

As noted above, the LTIP provides for discretionary awards of restricted stock units to help attract, retain
and reward employees of Atmos Energy and its subsidiaries. Certain of these awards vest based upon the passage
of time and other awards vest based upon the passage of time and the achievement of specified performance tar-
gets. The fair value of the awards granted is based on the market price of our stock at the date of grant. The asso-
ciated expense is recognized ratably over the vesting period.

Employees who are granted time-lapse restricted stock units under our LTIP have a nonforfeitable right to
dividend equivalents that are paid at the same rate at which they are paid on shares of stock without restrictions.
Time-lapse restricted stock units contain only a service condition that the employee recipients render continuous
services to the Company for a period of three years from the date of grant, except for accelerated vesting in the
event of death, disability, change of control of the Company or termination without cause (with certain
exceptions). There are no performance conditions required to be met for employees to be vested in time-lapse
restricted stock units.

Employees who are granted performance-based restricted stock units under our LTIP have a forfeitable right
to dividend equivalents that accrue at the same rate at which they are paid on shares of stock without restrictions.
Dividend equivalents on the performance-based restricted stock units are paid in the form of shares upon the
vesting of the award. Performance-based restricted stock units contain a service condition that the employee
recipients render continuous services to the Company for a period of three years from the date of grant, except
for accelerated vesting in the event of death, disability, change of control of the Company or termination without
cause (with certain exceptions) and a performance condition based on a cumulative earnings per share target
amount.

The following summarizes information regarding the restricted stock issued under the plan during the fiscal
years ended September 30, 2013, 2012 and 2011:

2013 2012 2011

Weighted Weighted Weighted

Average Average Average
Number of Grant-Date Number of Grant-Date Number of Grant-Date
Restricted Fair Restricted Fair Restricted Fair

Shares Value Shares Value Shares Value
Nonvested at beginning of year . ... 1,262,582 $32.46 1,264,142 $29.56 1,293,960 $27.28
Granted . .................... 473,775  40.48 532,711 3344 491,345  33.10
Vested ..................... (657,795) 3220 (494,308) 2632 (464,321) 27.21
Forfeited .................... (25,718) 33.42 (39,963) 29.83 (56,842) 27.56
Nonvested atend of year ......... 1,052,844 $36.20 1,262,582 $32.46 1,264,142 $29.56
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As of September 30, 2013, there was $5.1 million of total unrecognized compensation cost related to non-
vested time-lapse restricted stock units granted under the LTIP. That cost is expected to be recognized over a
weighted-average period of 1.6 years. The fair value of restricted stock vested during the fiscal years ended Sep-
tember 30, 2013, 2012 and 2011 was $21.2 million, $13.0 million and $12.6 million.

Other Plans
Direct Stock Purchase Plan

We maintain a Direct Stock Purchase Plan, open to all investors, which allows participants to have all or
part of their cash dividends paid quarterly in additional shares of our common stock. The minimum initial
investment required to join the plan is $1,250. Direct Stock Purchase Plan participants may purchase additional
shares of our common stock as often as weekly with voluntary cash payments of at least $25, up to an annual
maximum of $100,000.

QOutside Directors Stock-For-Fee Plan

In November 1994, the Board of Directors adopted the Outside Directors Stock-for-Fee Plan, which was
approved by our shareholders in February 1995. The plan permits non-employee directors to receive all or part of
their annual retainer and meeting fees in stock rather than in cash.

Equity Incentive and Deferred Compensation Plan for Non-Employee Directors

In November 1998, the Board of Directors adopted the Equity Incentive and Deferred Compensation Plan
for Non-Employee Directors, which was approved by our shareholders in February 1999. This plan amended the
Atmos Energy Corporation Deferred Compensation Plan for Outside Directors adopted by the Company in May
1990 and replaced the pension payable under our Retirement Plan for Non-Employee Directors. The plan pro-
vides non-employee directors of Atmos Energy with the opportunity to defer receipt, until retirement, of
compensation for services rendered to the Company, invest deferred compensation into either a cash account or a
stock account and to receive an annual grant of share units for each year of service on the Board.

Other Discretionary Compensation Plans

We have an annual incentive program covering substantially all employees to give each employee an oppor-
tunity to share in our financial success based on the achievement of key performance measures considered crit-
ical to achieving business objectives for a given year with minimum and maximum thresholds. The Company
must meet the minimum threshold for the plan to be funded and distributed to employees. These performance
measures may include earnings growth objectives, improved cash flow objectives or crucial customer satisfaction
and safety results. We monitor progress towards the achievement of the performance measures throughout the
year and record accruals based upon the expected payout using the best estimates available at the time the accrual
is recorded. During the last several fiscal years, we have used earnings per share as our sole performance meas-
ure.
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8. Details of Selected Consolidated Balance Sheet Captions

The following tables provide additional information regarding the composition of certain of our balance
sheet captions.

Accounts receivable

Accounts receivable was comprised of the following at September 30, 2013 and 2012:

September 30
2013 2012

(In thousands)
Billed accounts receivable . . ............. ... ... $230,712  $177,953
Unbilledrevenue ............. ... 58,710 42,694
Other accountsreceivable ........ ... ... ... ... ... . i 33,194 23,304
Total accounts receivable . .................. ... . . 0 322,616 243,951
Less: allowance for doubtful accounts ............................. ... (20,624) (9,425)
Netaccountsreceivable .. ........ ... oo $301,992  $234,526

Other current assets

Other current assets as of September 30, 2013 and 2012 were comprised of the following accounts.

September 30
2013 2012

(In thousands)
Assets from risk management activities ..................0.ooooii . $18,099 $ 24,707
Deferred gas costs ............ ... 15,152 31,359
Taxesreceivable ......... ... ... 3,141 1,291
Current deferred tax asset ................ oo _— 27,091
Prepaid eXpenses . ......... .. ... .. 21,666 17,114
Materials and supplies . . ............ ... 5,511 5,872
Assetsheld forsale() ... ... .. .. ... ... — 154,571
Other ... 6,765 10,777
Total ... $70,334  $272,782

‘" As discussed in Note 16, assets and liabilities related to our Georgia operations were classified as “assets
held for sale” in other current assets and liabilities in our consolidated balance sheets at September 30, 2012.
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Property, plant and equipment
Property, plant and equipment was comprised of the following as of September 30, 2013 and 2012:

September 30
2013 2012

(In thousands)
Production Plant . ... .........eneneniritia $ 5,020 $ 5,020
SEOrage Plant . .. ... ot 262,246 232,260
Transmission PIAnt . ... .. .o.venerenii e 1,362,662 1,185,007
Distribution PIant .. .. ....o.ovenin e 5,061,711 4,680,877
General PIANt . . .« ..ovvne it 716,189 717,568
Intangible Plant . . .. ... oovnenen e 38,444 39,626
7,446,272 6,860,358
CONSLTUCHION IN PrOZIESS .« o e v v v vevece e e 275,747 274,112
7,722,019 7,134,470

Less: accumulated depreciation and amortization . ........c..oeeee..s (1,691,364) (1,658,866)

Net property, plant and equipment( ..........oourneeeeennn $ 6,030,655 $ 5,475,604

() Net property, plant and equipment includes plant acquisition adjustments of ($83.8) million and ($91.5) mil-
lion at September 30, 2013 and 2012.
Goodwill

The following presents our goodwill balance allocated by segment and changes in the balance for the fiscal
year ended September 30, 2013:

Regulated
Natural Gas Transmission
Distribution and Storage Nonregulated Total
(In thousands)
Balance as of September 30,2012 .......... $573,550 $132,422 $34,711 $740,683
Deferred tax adjustments on prior
acquisitions® . ... 640 40 — 680

Balance as of September 30,2013 .......... $574,190 $132,462 $34,711 $741,363

() During the preparation of the fiscal 2013 tax provision, we adjusted certain deferred taxes recorded in con-
nection with acquisitions completed in fiscal 2001 and fiscal 2004, which resulted in an increase to goodwill
and net deferred tax liabilities of $0.7 million.
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Deferred charges and other assets

Deferred charges and other assets as of September 30, 2013 and 2012 were comprised of the following
accounts.

September 30
2013 2012

(In thousands)
Marketable securities ............... ... . . . ... $ 72,682 $ 64,398
Regulatory assets ............. ... ... .. .. 273,287 358,495
Deferred financing costs .......... ... . ... ... . ... .. .. ... 15,199 11,157
Assets from risk management activities . ................ 0o 109,354 2,283
Other ... 14,474 14,929
Total ... $484,996  $451,262

Accounts payable and accrued liabilities

Accounts payable and accrued liabilities as of September 30, 2013 and 2012 were comprised of the follow-
ing accounts.

September 30
2013 2012
(In thousands)
Trade accounts payable ................. ... ... ... ... . .. ... .. ... $ 70,116 $ 82,531
Accrued gaspayable ........... .. .. 121,202 81,658
Accrued liabilities ............. .. 0 50,293 51,040
Total ... $241,611  $215,229

Other current liabilities

Other current liabilities as of September 30, 2013 and 2012 were comprised of the following accounts.

September 30
2013 2012

(In thousands)
Customer credit balances and deposits . ................. .. ....... .. ... $ 76,313  $100,926
Accrued employee COStS ... ... 54,034 37,675
Deferred gas costs . ............. oo 16,481 23,072
Accrued Interest . .. ...\ 36,744 34,451
Liabilities from risk management activities ....................... .. ... 1,543 85,381
Taxespayable ........ ... .. . .. .. . 66,960 64,319
Pension and postretirement obligations . .................. ... ... ... ... 22,940 39,625
Current deferred tax liability ............. ... .................... ... 14,697 —
Regulatory cost of removal accrual . ......... ... ... ... ... . ... ... .. 68,225 78,525
Liabilities held forsale ............. .. .. ... ... .. ... ... ... . . . . ... ... — 11,573
Other .. .. 10,954 14,118
Total ... $368,891  $489,665
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Deferred credits and other liabilities

Deferred credits and other liabilities as of September 30, 2013 and 2012 were comprised of the following
accounts.

September 30
2013 2012

(In thousands)
Customer advances for CONSIIUCHON . . ...t vuvvuern e neermne e e $ 11,723 $12,937
Regulatory Habilities ... ......oooniriariiennmne e 1,123 5,638
Asset retirement Obgation ... ......e.iii i 6,764 10,394
Liabilities from risk management activities ........... ..o 6,133 9,206
0 1 T R 17,953 12,555
) A R $392,111  $50,730

9. Leases
Capital and Operating Leases

We have entered into operating leases for office and warehouse space, vehicles and heavy equipment used
in our operations. The remaining lease terms range from one to 21 years and generally provide for the payment of
taxes, insurance and maintenance by the lessee. Renewal options exist for certain of these leases. We have also
entered into capital leases for division offices and operating facilities. Property, plant and equipment included
amounts for capital leases of $1.3 million at September 30, 2013 and 2012. Accumulated depreciation for these
capital leases totaled $1.0 million and $0.9 million at September 30, 2013 and 2012. Depreciation expense for
these assets is included in consolidated depreciation expense on the consolidated statement of income.

The related future minimum lease payments at September 30, 2013 were as follows:
Capital Operating

Leases Leases
(In thousands)

Y0} O T $186 $ 16,722
10} I T R 186 15,584
20} T R 186 14,692
20} b AT 186 15,074
L0} - S R 78 15,057
TREFEAFLET + « o o o et ee e e r e — 89,673
Total Minimum 1€ase PAYMENLS . ... vvvnnvenre e e e e 822 $166,802
Less amount representing interest ...........coevvvineene s 198

Present value of net minimum lease payments ..............oovereeenns $624

Consolidated lease and rental expense amounted to $32.4 million, $33.6 ;nillion and $35.5 million for fiscal
2013, 2012 and 2011.

95



ATMOS ENERGY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

10. Commitments and Contingencies

Litigation

Since April 2009, Atmos Energy and two subsidiaries of AEH, Atmos Energy Marketing, LLC (AEM) and

Atmos Gathering Company, LLC (AGC) (collectively, the Atmos Entities), have been involved in a lawsuit filed
in the Circuit Court of Edmonson County, Kentucky related to our Park City Gathering Project. The dispute
which gave rise to the litigation involves the amount of royalties due from a third party producer to landowners
(who own the mineral rights) for natural gas produced from the landowners’ properties. The third party producer
was operating pursuant to leases between the landowners and certain investors/working interest owners. The third
party producer filed a petition in bankruptcy, which was subsequently dismissed due to the lack of meaningful
assets to reorganize or liquidate.

Although certain Atmos Energy companies entered into contracts with the third party producer to gather,
treat and ultimately sell natural gas produced from the landowners’ properties, no Atmos Energy company had a
contractual relationship with the landowners or the investors/working interest owners. After the lawsuit was filed,
the landowners were successful in terminating for non-payment of royalties the leases related to the production of
natural gas from their properties. Subsequent to termination, the investors/working interest owners under such
leases filed additional claims against us for the termination of the leases.

During the trial, the landowners and the investors/working interest owners requested an award of compensa-
tory damages plus punitive damages against us. On December 17, 2010, the Jury returned a verdict in favor of the
landowners and investor/working interest owners and awarded compensatory damages of $3.8 million and puni-
tive damages of $27.5 million payable by Atmos Energy and the two AEH subsidiaries.

A hearing was held on February 28, 2011 to hear a number of motions, including a motion to dismiss the
jury verdict and a motion for a new trial. The motions to dismiss the jury verdict and for a new trial were denied.
However, the total punitive damages award was reduced from $27.5 million to $24.7 million. On
October 17, 2011, we filed our brief of appellants with the Kentucky Court of Appeals (Court), appealing the
verdict of the trial court. The appellees in this case subsequently filed their appellees’ brief with the Court on
January 16, 2012, with our reply brief being filed with the Court on March 19, 2012. Oral arguments were held in
the case on August 27, 2012.

In an opinion handed down on January 25, 2013, the Court of Appeals overturned the $28.5 million jury
verdict returned against the Atmos Entities. In a unanimous decision by a three-judge panel, the Court of Appeals
reversed the claims asserted by the landowners and investors/working interest owners. The Court of Appeals
concluded that all of such claims that the Atmos Entities appealed should have been dismissed by the trial court
as a matter of law. The Court of Appeals let stand the jury verdict on one claim that Atmos Energy and our sub-
sidiaries chose not to appeal, which was a trespass claim. The jury had awarded a total of $10,000 in compensa-
tory damages to one landowner on that claim. The Court of Appeals vacated all of the other damages awarded by
the jury and remanded the case to the trial court for a new trial, solely on the issue of whether punitive damages
should be awarded to that landowner and, if S0, in what amount.

The investors/working interest owners, on February 25, 2013, and the landowners, on March 19, 2013, each
filed with the Supreme Court of Kentucky, separate motions for discretionary review of the opinion of the Court
of Appeals. We filed a response to the motion filed by the investors/working owners on March 27, 2013 and to
the landowners’ motion on April 17, 2013. The decision of the Court of Appeals will not become final until the
appellate process is completed. We had previously accrued what we believed to be an adequate amount for the
anticipated resolution of this matter and we will continue to maintain this amount in legal reserves until the
appellate process in this case has been completed. We continue to believe that the final outcome will not have a
material adverse effect on our financial condition, results of operations or cash flows.
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In addition, in a related development, on July 12, 2011, the Atmos Entities filed a lawsuit in the United
States District Court, Western District of Kentucky, Atmos Energy Corporation et al.vs. Resource Energy Tech-
nologies, LLC and Robert Thorpe and John F. Charles, against the third party producer and its affiliates to
recover all costs, including attorneys’ fees, incurred by the Atmos Entities, which are associated with the defense
and appeal of the case discussed above as well as for all damages awarded to the plaintiffs in such case against
the Atmos Entities. The total amount of damages being claimed in the lawsuit is “open-ended” since the appellate
process and related costs are ongoing. This lawsuit is based upon the indemnification provisions agreed to by the
third party producer in favor of Atmos Gathering that are contained in an agreement entered into between Atmos
Gathering and the third party producer in May 2009. The defendants filed a motion to dismiss the case on
August 25, 2011, with Atmos Energy filing a brief in response to such motion on September 19, 2011. On
March 27, 2012 the court denied the motion to dismiss. Since that time, we have been engaged in discovery
activities in this case.

Tennessee Business License Tax

Atmos Energy, through its affiliate, AEM, has been involved in a dispute with the Tennessee Department of
Revenue (TDOR) regarding sales business tax audits over a period of several years. AEM has challenged the
assessment of the business tax. With respect to certain issues, AEM and the TDOR filed competing Partial
Motions for Summary Judgment with the Chancery Court. On August 2, 2013, the Chancery Court granted the
TDOR’s Partial Motion for Summary Judgment and denied AEM’s Partial Motion for Summary Judgment. The
Company anticipates a decision by the Chancery Court on the remaining issues in fiscal 2014. AEM has been
assessed $6.1 million in business taxes and $3.7 million in penalties and interest for the period from December
2002 through March 31, 2012. We have accrued what we believe to be an adequate amount for the anticipated
resolution of this matter and we will continue to review and if appropriate adjust this reserve until this matter is
resolved. We continue to believe the final outcome will not have a material adverse effect on our financial con-

dition, results of operations or cash flows.

We are a party to other litigation and claims that have arisen in the ordinary course of our business. While
the results of such litigation and claims cannot be predicted with certainty, we believe the final outcome of such
litigation and claims will not have a material adverse effect on our financial condition, results of operations or
cash flows.

Environmental Matters

We are a party to environmental matters and claims that have arisen in the ordinary course of our business.
While the ultimate results of response actions to these environmental matters and claims cannot be predicted with
certainty, we believe the final outcome of such response actions will not have a material adverse effect on our
financial condition, results of operations or cash flows because we believe that the expenditures related to such
response actions will either be recovered through rates, shared with other parties or are adequately covered by
insurance.

Purchase Commitments

Our natural gas distribution divisions, except for our Mid-Tex Division, maintain supply contracts with
several vendors that generally cover a period of up to one year. Commitments for estimated base gas volumes are
established under these contracts on a monthly basis at contractually negotiated prices. Commitments for
incremental daily purchases are made as necessary during the month in accordance with the terms of the
individual contract.

Our Mid-Tex Division maintains long-term supply contracts to ensure a reliable source of gas for our cus-
tomers in its service area which obligate it to purchase specified volumes at market and fixed prices. At Sep-
tember 30, 2013, the estimated commitments under these contracts are $230.5 million for fiscal 2014.
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Our nonregulated segment has commitments to purchase physical quantities of natural gas under contracts
indexed to the forward NYMEX strip or fixed price contracts. At September 30, 2013, we were committed to
purchase 78.0 Bcf within one year, 21.9 Bef within one to three years and 1.0 Bcf after three years under indexed
contracts. We are committed to purchase 6.1 Bef within one year and 0.2 Bef within one to three years under
fixed price contracts with prices ranging from $3.32 to $6.36 per Mcf. Purchases under these contracts totaled
$1,246.1 million, $978.8 million and $1,498.6 million for 2013, 2012 and 2011.

In addition, our nonregulated segment maintains long-term contracts related to storage and transportation.
The estimated contractual demand fees for contracted storage and transportation under these contracts as of Sep-
tember 30, 2013 are as follows (in thousands):

2014 $ 12,662
2015 5,113
2016 . 743
2017 170
2018 142
Thereafter ... ... . . 356

$ 19,186

Other Contingencies

In December 2007, the Company received data requests from the Division of Investigations of the Office of
Enforcement of the Federal Energy Regulatory Commission (the “Commission™) in connection with its inves-
tigation into possible violations of the Commission’s posting and competitive bidding regulations for pre-
arranged released firm capacity on natural gas pipelines.

The Company and the Commission entered into a stipulation and consent agreement, which was approved
by the Commission on December 9, 2011, thereby resolving this investigation. The Commission’s findings of
violations were limited to the nonregulated operations of the Company. Under the terms of the agreement, the
Company paid to the United States Treasury a total civil penalty of approximately $6.4 million and to energy
assistance programs approximately $5.6 million in disgorgement of unjust profits plus interest for violations
identified during the investigation. The resolution of this matter did not have a material adverse impact on the
Company’s financial position, results of operations or cash flows and none of the payments were charged to any
of the Company’s customers. In addition, none of the services the Company provides to any of its regulated or
nonregulated customers were affected by the agreement.

In July 2010, the Dodd-Frank Act was enacted, representing an extensive overhaul of the framework for
regulation of U.S. financial markets. The Dodd-Frank Act required various regulatory agencies, including the
SEC and the Commodities Futures Trading Commission, to establish regulations for implementation of many of
the provisions of the Dodd-Frank Act. A number of those regulations have been adopted; we have enacted new
procedures and modified existing business practices and contractual arrangements to comply with such regu-
lations. We expect additional regulations to be issued, which should provide additional clarity regarding the
extent of the impact of this legislation on us. The costs of participating in financial markets for hedging certain
risks inherent in our business may be further increased when these expected additional regulations are adopted.
We also anticipate that the Commodities Futures Trading Commission will issue additional related reporting and
disclosure obligations.
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11. Income Taxes

The components of income tax expense from continuing operations for 2013, 2012 and 2011 were as fol-
lows:

2013 2012 2011
(In thousands)

Current

Federal ..o vveeee et iiia e $ — $ 631 $(13,298)

SLALE & o v et 8,178 6,888 6,841
Deferred

Federal . oot et 124,836 103,971 107,950

SEALE . v et 9,605 (13,237) 5,498
Investment tax CredifS ... .ovvvnvne ot (20) 27 (172)

$142,599 $ 98,226  $106,819

Reconciliations of the provision for income taxes computed at the statutory rate to the reported provisions
for income taxes from continuing operations for 2013, 2012 and 2011 are set forth below:

2013 2012 2011
(In thousands)
Tax at statutory rate 0f 35% .. ... vovvvrr e $130,655 $101,648  $103,743
Common stock dividends deductible for tax reporting ......... (2,153) (2,096) (1,930)
Penalties . ..o v e et 153 66 2,292
Recognition (settlement) of uncertain tax positions . ........... 1,341 1,831 (4,950)
State taxes (net of federal benefit) ... 10,687 (5,958) 8,109
Other, Mt . ..o v ittt 1,916 2,735 (445)
TNCOME TAX EXPEIISE « « .« v v vveneemneemnsaneeses s mns s $142,599  $ 98,226  $106,819
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Deferred income taxes reflect the tax effect of differences between the basis of assets and liabilities for book
and tax purposes. The tax effect of temporary differences that gave rise to significant components of the deferred
tax liabilities and deferred tax assets at September 30, 2013 and 2012 are presented below:

2013 2012
(In thousands)

Deferred tax assets:

Accruals not currently deductible for tax purposes ................ $ 1149 § 7,906
Customeradvances ..................... ... ... ... .. .. ... . 4,279 4,721
Nonqualified benefitplans ................... ... .. ... . ... .. . 52,051 48 513
Postretirement benefits .............. .. ... ... .. ... ... .. ... 63,919 62,802
Treasury lock agreements ...................... ... ... ... ... — 25,448
Unamortized investment tax credit . . ....................... .. .. 6 14
Tax net operating loss and credit carryforwards .................. 206,996 164,419
Difference between book and tax on mark to market accounting ..... 2,271 2,342
Other,net ... . . . . . . . —_ 7,223
Total deferred tax assets .................... e, 341,018 323,388
Deferred tax liabilities:
Difference in net book value and net tax value of assets . ........... (1,445,450) (1,254,698)
Pensionfunding ........... ... ... . . ... .. . . ... . (23,480) (32,812)
Gascost adjustments ................ouuiesin (19,182) (21,806)
Interest rate agreements .....................ouuurnnnoi . (21,726) —
Cost expensed for tax purposes and capitalized for book purposes . . .. (2,815) (2,065)
Other,net ... .. . . (7,115) —
Total deferred tax liabilities ................... ... ... ... ... (1,519,768) (1,311,381)
Net deferred tax liabilities ..................... ... . ... ... .. ... $(1,178,750) $ (987,993)
Deferred credits for rate regulated entities .. ................ ... ... $ snH $ 140

At September 30, 2013, we had $10.1 million of federal alternative minimum tax credit carryforwards,
$185.3 million of federal net operating loss carryforwards, $11.0 million of state net operating loss carryforwards
and $0.6 million of state tax credits. The alternative minimum tax credit carryforwards do not expire. The federal
net operating loss carryforwards are available to offset taxable income and will begin to expire in 2029. Depend-
ing on the jurisdiction in which the state net operating loss was generated, the state net operating loss carryfor-
wards will begin to expire between 2016 and 2030. The state tax credits will begin to expire in 2018. We believe
it is more likely than not that the benefit from certain charitable contribution carryforwards will not be realized.
In recognition of this risk, we have established a valuation allowance of $1.1 million for deferred tax assets relat-
ing to these charitable contribution carryforwards.

At September 30, 2013, we had recorded liabilities associated with uncertain tax positions totaling $3.2 mil-
lion. The realization of these tax benefits would reduce our income tax expense by approximately $3.2 million.

Additionally, results for fiscal 2012 were favorably impacted by a state tax benefit of $13.6 million. Due to
the completion of the sale of our Missouri, [owa and Illinois service areas in the fiscal fourth quarter, the Com-
pany updated its analysis of the tax rate at which deferred taxes would reverse in the future to reflect the sale of
these service areas. The updated analysis supported a reduction in the deferred tax rate which when applied to the
balance of taxable income deferred to future periods resulted in a reduction of the Company’s overall deferred
tax liability.

100



ATMOS ENERGY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

At September 30, 2010, we had accrued liabilities associated with uncertain tax positions totaling $6.7 mil-
lion. During the fiscal year ended September 30, 2011, the IRS completed its audit of fiscal years 2005-2007. All
uncertain tax positions were effectively settled upon completion of the audit. As a result of the settlement, we
reduced our unrecognized tax benefits by $6.7 million in the second quarter of fiscal 2011. Income tax expense
was reduced by $5.0 million in the second quarter due to the realization of the tax positions which were pre-
viously uncertain.

We file income tax returns in the U.S. federal jurisdiction as well as in various states where we have oper-
ations. We have concluded substantially all U.S. federal income tax matters through fiscal year 2007.

12. Financial Instruments

We use financial instruments to mitigate commodity price risk and interest rate risk. The objectives and strat-
egies for using financial instruments have been tailored to our regulated and nonregulated businesses. Currently,
we utilize financial instruments in our natural gas distribution and nonregulated segments. We currently do not
manage commodity price risk with financial instruments in our regulated transmission and storage segment.

Our financial instruments do not contain any credit-risk-related or other contingent features that could cause
accelerated payments when our financial instruments are in net liability positions.

As discussed in Note 2, we report our financial instruments as risk management assets and liabilities, each
of which is classified as current or noncurrent based upon the anticipated settlement date of the underlying finan-
cial instrument. The following table shows the fair values of our risk management assets and liabilities by seg-
ment at September 30, 2013 and 2012:

Natural Gas
Distribution Nonregulated Total
(In thousands)
September 30, 2013
Assets from risk management activities, current . ... .... .. $ 1,837 $16,262 $ 18,099
Assets from risk management activities, noncurrent ........ 109,354 — 109,354
Liabilities from risk management activities, current™ .. ..... (1,543) — (1,543)
Liabilities from risk management activities, noncurrent ... .. — (6,133) (6,133)
Net assets (Habilities) ... ...ooveneeeneeaneenenens $109,648 $10,129 $119,777
September 30, 2012®
Assets from risk management activities, current® . .. ....... $ 6934 $17,773 $ 24,707
Assets from risk management activities, noncurrent ........ 2,283 — 2,283
Liabilities from risk management activities, current® ... ... (85,366) (15) (85,381)
Liabilities from risk management activities, poncurrent .. ... — (9,206) (9,206)
Net assets (liabilities) .. .....c.vvvvevenaone, $(76,149) $ 8,552 $(67,597)

M) Includes $24.8 million of cash held on deposit to collateralize certain financial instruments. Of this amount,
$8.6 million was used to offset current risk management liabilities under master netting arrangements and the
remaining $16.2 million is classified as current risk management assets.

@ Includes $23.7 million of cash held on deposit to collateralize certain financial instruments. Of this amount,
$5.9 million was used to offset current risk management liabilities under master netting arrangements and the
remaining $17.8 million is classified as current risk management assets.

3 The September 30, 2012-amounts are presented net of assets and liabilities held for sale in conjunction with
the sale of our Georgia operations. At September 30, 2012, assets and liabilities held for sale included $0.1
million of current assets from risk management activities and $0.3 million of current liabilities from risk
management activities.
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Regulated Commodity Risk Management Activities

Although our purchased gas cost adjustment mechanisms essentially insulate our natural gas distribution
segment from commodity price risk, our customers are exposed to the effects of volatile natural gas prices. We
manage this exposure through a combination of physical storage, fixed-price forward contracts and financial
instruments, primarily over-the-counter swap and option contracts, in an effort to minimize the impact of natural
gas price volatility on our customers during the winter heating season.

Our natural gas distribution gas supply department is responsible for executing this segment’s commodity
risk management activities in conformity with regulatory requirements. In jurisdictions where we are permitted
to mitigate commodity price risk through financial instruments, the relevant regulatory authorities may establish
the level of heating season gas purchases that can be hedged. Historically. if the regulatory authority does not
establish this level, we seek to hedge between 25 and 50 percent of anticipated heating season gas purchases
using financial instruments. For the 2012-2013 heating season (generally October through March), in the juris-
dictions where we are permitted to utilize financial instruments, we hedged approximately 33 percent, or 22.8
Bcef of the winter flowing gas requirements at a weighted average cost of approximately $4.03 per Mcf. We have
not designated these financial instruments as hedges.

Nonregulated Commodity Risk Management Activities

In our nonregulated operations, we buy, sell and deliver natural gas at competitive prices by aggregating and
purchasing gas supply, arranging transportation and storage logistics and effectively managing commodity price risk.

As a result of these activities, our nonregulated segment is exposed to risks associated with changes in the
market price of natural gas. We manage our exposure to such risks through a combination of physical storage and
financial instruments, including futures, over-the-counter and exchange-traded options and swap contracts with
counterparties. Future contracts provide the right to buy or sell the commodity at a fixed price in the future.
Option contracts provide the right, but not the requirement, to buy or sell the commodity at a fixed price. Swap
contracts require receipt of payment for the commodity based on the difference between a fixed price and the
market price on the settlement date.

We use financial instruments, designated as cash flow hedges of anticipated purchases and sales at index prices, to
mitigate the commodity price risk associated with deliveries under fixed-priced forward contracts to deliver gas to
customers. These financial instruments have maturity dates ranging from one to 55 months. We use financial instru-
ments, designated as fair value hedges, to hedge natural gas inventory used in these operations. We also use storage
and basis swaps, futures and various over-the-counter and exchange-traded options primarily to protect the economic
value of our fixed price and storage books. These financial instruments have not been designated as hedges.

Our nonregulated risk management activities are controlled through various risk management policies and
procedures. Our Audit Committee has oversight responsibility for our nonregulated risk management limits and
policies. A risk committee, comprised of corporate and business unit officers, is responsible for establishing and
enforcing our nonregulated risk management policies and procedures.

Under our risk management policies, we seek to match our financial instrument positions to our physical
storage positions as well as our expected current and future sales and purchase obligations in order to maintain no
open positions at the end of each trading day. The determination of our net open position as of any day, however,
requires us to make assumptions as to future circumstances, including the use of gas by our customers in relation
to our anticipated storage and market positions. Because the price risk associated with any net open position at
the end of each day may increase if the assumptions are not realized, we review these assumptions as part of our
daily monitoring activities. Our operations can also be affected by intraday fluctuations of gas prices, since the
price of natural gas purchased or sold for future delivery earlier in the day may not be hedged 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, 2013, our nonregulated segment had net open positions (including existing
storage and related financial contracts) of 0.1 Bcf.
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Interest Rate Risk Management Activities

We have periodically managed interest rate risk by entering into financial instruments to fix the Treasury
yield component of the interest cost associated with anticipated financings. Prior to fiscal 2012, we used Treasury
Jocks to mitigate interest rate risk; however, in the fourth quarter of fiscal 2012 we started utilizing interest rate
swaps and forward starting interest rate swaps to manage this risk.

In August 2011, we entered into three Treasury lock agreements to fix the Treasury yield component of the
interest cost associated with $350 million out of a total $500 million of senior notes that were issued on Jan-
uary 11, 2013. This offering is discussed in Note 5. We designated these Treasury locks as cash flow hedges. The
Treasury locks were settled on January 8, 2013 with a payment of $66.6 million to the counterparties due to a
decrease in the 30-year Treasury rates between inception of the Treasury locks and settlement. Because the
Treasury locks were effective, the $66.6 million unrealized loss was recorded as a component of accumulated
other comprehensive income and is being recognized as a component of interest expense over the 30-year life of
the senior notes.

In the fourth quarter of fiscal 2012 we entered into an interest rate swap to fix the LIBOR component of our
$260 million short-term financing facility through December 27, 2012. We recorded an immaterial loss upon
settlement of the swap, which was recorded as a component of interest expense as we did not designate the inter-
est rate swap as a hedge.

In October 2012, we entered into forward starting interest rate swaps to fix the Treasury yield component
associated with the anticipated issuance of $500 million and $250 million unsecured senior notes in fiscal 2015
and fiscal 2017, which we designated as cash flow hedges at the tire the agreements were executed. Accord-
ingly, unrealized gains and losses associated with the forward starting interest rate swaps will be recorded as a
component of accumulated other comprehensive income (loss). When the forward starting interest rate swaps
settle, the realized gain or loss will be recorded as a component of accumulated other comprehensive income
(loss) and recognized as a component of interest expense over the life of the related financing arrangement.
Hedge ineffectiveness to the extent incurred will be reported as a component of interest expense.

In September 2010, we entered into three Treasury lock agreements to fix the Treasury yield component of
the interest cost associated with $300 million of a total $400 million of senior notes that were issued in June
2011. We designated these Treasury locks as cash flow hedges. The Treasury locks were settled on June 7, 2011
with the receipt of $20.1 million from the counterparties due to an increase in the 30-year Treasury lock rates
between inception of the Treasury locks and settlement. Because the Treasury locks were effective, the net $12.6
million unrealized gain was recorded as a component of accurnulated other comprehensive income and is being
recognized as a component of interest expense over the 30-year life of the senior notes.

Additionally, our original fiscal 2011 financing plans included the issuance of $250 million of 30-year
unsecured notes in November 2011 to fund our capital expenditure program. In September 2010, we entered into
two Treasury lock agreements to fix the Treasury yield component of the interest cost associated with the antici-
pated issuance of these senior notes, which were designated as cash flow hedges. Due primarily to stronger than
anticipated cash flows primarily resulting from the extension of the Bush tax cuts that allow the continued use of
bonus depreciation on qualifying expenditures through December 31, 2011, the need to issue $250 million of
debt in November was eliminated and the related Treasury lock agreements were unwound in March 2011. As a
result of unwinding these Treasury locks, we recognized a pre-tax cash gain of $27.8 million during the second
quarter of fiscal 2011.

In prior years, we entered into several Treasury lock agreements to fix the Treasury yield component of the
interest cost of financing for various issuances of long-term debt and senior notes. The gains and losses realized
upon settlement of these Treasury locks were recorded as a component of accumulated other comprehensive
income (loss) when they were settled and are being recognized as a component of interest expense over the life of
the associated notes from the date of settlement. The remaining amortization periods for the settled Treasury
locks extend through fiscal 2043.
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Quantitative Disclosures Related to Financial Instruments

The following tables present detailed information concerning the impact of financial instruments on our
consolidated balance sheet and income statements.

As of September 30, 2013, our financial instruments were comprised of both long and short commodity
positions. A long position is a contract to purchase the commodity, while a short position is a contract to sell the
commodity. As of September 30, 2013, we had net long/(short) commodity contracts outstanding in the follow-
ing quantities:

Natural
Hedge Gas
Contract Type Designation Distribution Nonregulated
Quantity (MMcf)
Commodity contracts  Fair Value ........................ ... . .. ... — (13,033)

CashFlow ......... ... . .. ... . . . . . .. — 31,195

Notdesignated .................... ... . 00 i .. 29,185 75,683
29,185 93,845
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Financial Instruments on the Balance Sheet

The following tables present the fair value and balance sheet classification of our financial instruments by
operating segment as of September 30, 2013 and 2012. As required by authoritative accounting literature, the fair
value amounts below are presented on a gross basis and do not reflect the netting of asset and liability positions
permitted under the terms of our master netting arrangements. Further, the amounts below do not inciude $24.8
million and $23.7 million of cash held on deposit in margin accounts as of September 30, 2013 and 2012 to
collateralize certain financial instruments. Therefore, these gross balances are not indicative of either our actual
credit exposure or net eConomic exposure. Additionally, the amounts below will not be equal to the amounts
presented on our consolidated balance sheet, nor will they be equal to the fair value information presented for our
financial instruments in Note 14.

Natural
Balance Sheet Location Distgglsltion Nonregulated Total
(In thousands)
September 30, 2013
Designated As Hedges:
Asset Financial Instruments
Current commodity contracts ... Other current assets $ — $ 9094 $ 9,094
Noncurrent commodity
COMTACES oo v v veeemeninnnn Deferred charges and other assets 107,512 416 107,928
Liability Financial Instruments
Current commodity contracts ... Other current liabilities — (12,173) (12,173)
Noncurrent commodity
CONITACES + v v veve v mnennn Deferred credits and other liabilities — (1,639) (1,639)
Total ... 107,512 (4,302) 103,210
Not Designated As Hedges:
Asset Financial Instruments
Current commodity contracts . . . Other current assets 1,837 65,388 67,225
Noncurrent commodity
CONtIacts .. ..oovevvnnnnens Deferred charges and other assets 1,842 40,982 42,824
Liability Financial Instruments
Current commodity contracts . . . Other current liabilities (1,543) (70,876) (72,419)
Noncurrent commodity
CONTACES . v ovvveevvnannenns Deferred credits and other liabilities — (45,892) (45,892)
Total ... 2,136 (10,398) (8,262)
Total Financial Instruments ...... $109,648  $(14,700) $ 94,948
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Natural
Balance Sheet Location Distl(':{li;lsnion Nonregulated Total
(In thousands)
September 30, 2012
Designated As Hedges:
Asset Financial Instruments
Current commodity contracts ... Other current assets $ — $19301 $ 19,301
Noncurrent commodity
contracts ................. Deferred charges and other assets — 1,923 1,923
Liability Financial Instruments
Current commodity contracts ... Other current liabilities (85,040)  (23,787) (108,827)
Noncurrent commodity
contracts ................. Deferred credits and other liabilities — (4,999) (4,999)
Total ...................... .. (85,040) (7,562)  (92,602)
Not Designated As Hedges:
Asset Financial Instruments
Current commodity contracts ... Other current assets() 7,082 98,393 105,475
Noncurrent commodity
contracts ................. Deferred charges and other assets 2,283 60,932 63,215
Liability Financial Instruments
Current commodity contracts ... Other current liabilities® (585)  (99,824) (100,409)
Noncurrent commodity
contracts . ................ Deferred credits and other liabilities — (67,062) (67,062)
Total ........................ 8,780 (7,561) 1,219
Total Financial Instruments . . . . . .. $(76,260) $(15,123) $ (91,383)

" Other current assets not designated as hedges in our natural gas distribution segment include $0.1 million
related to risk management assets that were classified as assets held for sale at September 30, 2012.

2 Other current liabilities not designated as hedges in our natural gas distribution segment include $0.3 million
related to risk management liabilities that were classified as assets held for sale at September 30, 2012,

Impact of Financial Instruments on the Income Statement

Hedge ineffectiveness for our nonregulated segment is recorded as a component of unrealized gross profit
and primarily results from differences in the location and timing of the derivative instrument and the hedged
item. Hedge ineffectiveness could materially affect our results of operations for the reported period. For the years
ended September 30, 2013, 2012 and 2011, we recognized a gain arising from fair value and cash flow hedge
ineffectiveness of $18.2 million, $23.1 million and $24.8 million. Additional information regarding ineffective-
ness recognized in the income statement is included in the tables below.
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Fair Value Hedges

The impact of our nonregulated commodity contracts designated as fair value hedges and the related hedged
‘tem on our consolidated income statement for the years ended September 30, 2013, 2012 and 2011 is presented
below.

Fiscal Year Ended September 30

2013 2012 2011
(In thousands)

Commodity CONLTACES . . ..o vevv vt eee et $ 2,165 $30,266 $16,552
Fair value adjustment for natural gas inventory designated as the

hedged HEM .. ..ottt 15,938 (5,797) 9,824
Total decrease in purchased gas coSt ..............ooonnneonnn. $18,103  $24,469  $26,376
The decrease in purchased gas cost is comprised of the following:

Basis iNeffeCtiVENESS . . oo v e i ee i $ (208 $ 1,170 $ 803

Timing ineffectiveness . ...........ooveiieeii s 18,311 23,299 25,573

$18,103  $24,469  $26,376

Basis ineffectiveness arises from natural gas market price differences between the locations of the hedged
inventory and the delivery location specified in the hedge instruments. Timing ineffectiveness arises due to
changes in the difference between the spot price and the futures price, as well as the difference between the tim-
ing of the settlement of the futures and the valuation of the underlying physical commodity. As the commodity
contract nears the settlement date, spot-to-forward price differences should converge, which should reduce or
eliminate the impact of this ineffectiveness on purchased gas cost.

To the extent that the Company’s natural gas inventory does not qualify as a hedged item in a fair-value
hedge, or has not been designated as such, the natural gas inventory is valued at the lower of cost or market.
During the year ended September 30, 2012, we recorded a $1.7 million charge to write down nonqualifying natu-
ral gas inventory to market. We did not record a writedown for nonqualifying natural gas inventory for the years
ended September 30, 2013 and 2011.

Cash Flow Hedges

The impact of cash flow hedges on our consolidated income statements for the years ended September 30,
2013, 2012 and 2011 is presented below. Note that this presentation does not reflect the financial impact arising
from the hedged physical transaction. Therefore, this presentation is not indicative of the economic gross profit
we realized when the underlying physical and financial transactions were settled.

Fiscal Year Ended September 30, 2013

Natural Regulated
Gas Transmission
Distribution and Storage Nonregulated Consolidated

(In thousands)

Loss reclassified from AOCI for effective
portion of commodity contracts . ........ $ — $— $(10,778) $(10,778)

Gain arising from ineffective portion of

commodity contracts ................. — 97 97
Total impact on purchased gas cost . ....... — (10,681) (10,681)
Net loss on settled interest rate agreements

reclassified from AOCI into interest

EXPENSE . .vvveeennnne e (3,489) — — (3,489)
Total impact from cash flow hedges ....... $(3,489) $— $(10,681) $(14,170)
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Fiscal Year Ended September 30, 2012

Natural Regulated
Gas Transmission
Distribution and Storage Nonregulated  Consolidated
(In thousands)
Loss reclassified from AQCI for effective :
portion of commodity contracts . . . ... ... $ — $— $(62,678) $(62,678)
Loss arising from ineffective portion of
commodity contracts ................. — — (1,369) (1,369)
Total impact on purchased gas cost . .. ..... — — (64,047) (64,047)
Net loss on settled interest rate agreements
reclassified from AOCI into interest
EXPENSE ..ttt (2,009) = —_ (2,009)
Total impact from cash flow hedges . ...... $(2,009) $— $(64,047) $(66,056)
Fiscal Year Ended September 30, 2011
Natural Regulated
Gas Transmission
Distribution and Storage Nonregulated Consolidated
(In thousands)
Loss reclassified from AOCI for effective
portion of commodity contracts . . . ...... $ — $ — $(28,430) $(28,430)
Loss arising from ineffective portion of
commodity contracts ................. — -— (1,585) (1,585)
Total impact on purchased gas cost . . ... ... — — (30,015) (30,015)

Net loss on settled interest rate agreements
reclassified from AOCI into interest
EXPENSE .t v it (2,455) -— — (2,455)

Gain on unwinding of interest rate

agreement reclassified from AOCI into
miscellaneous income ................ 21,803 6,000 — 27,803

Total impact from cash flow hedges ....... $19,348 $6,000 $(30,015) $ (4,667)

The following table summarizes the gains and losses arising from hedging transactions that were recognized
as a component of other comprehensive income (loss), net of taxes, for the years ended September 30, 2013 and
2012. The amounts included in the table below exclude gains and losses arising from ineffectiveness because
these amounts are immediately recognized in the income statement as incurred.

Fiscal Year Ended
September 30
2013 2012
(In thousands)
Increase (decrease) in fair value:
Interest rate agreements . ... ...........uuuiunnn e $79,963  $(11,458)
Forward commodity CONMracts .. ............ourrneinon . (2,057) (30,366)
Recognition of (gains) losses in earnings due to settlements:
Interest rate agreements . ................ .\ e 2,216 1,342
Forward commodity contracts . ................... .. 6,576 38,232
Total other comprehensive income (loss) from hedging, net of tax( .. ... ... .. $86,698 $ (2,250)

(0 Utilizing an income tax rate ranging from approximately 37 percent to 39 percent based on the effective rates
in each taxing jurisdiction.
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Deferred gains (losses) recorded in AOCI associated with our interest rate agreements are recognized in
earnings as they are amortized, while deferred losses associated with commodity contracts are recognized in
earnings upon settlement. The following amounts, net of deferred taxes, represent the expected recognition in
earnings of the deferred gains (losses) recorded in AOCI associated with our financial instruments, based upon
the fair values of these financial instruments as of September 30, 72013. However, the table below does not
include the expected recognition in earnings of the interest rate agreements entered into in October 2012 as those
financial instruments have not yet settled.

Interest Rate Commodity

Agreements Contracts Total
(In thousands)
] ) U O R $ (2,686) $(3,748) $ (6,434)
) s T (804) (425) (1,229)
01 -3 IR (634) (163) (797)
) ) by (735) (109) (844)
01 F. T (936) 3D 967)
TREIEATIET .« o v o v veee et im e e (24,569) — (24,569)
Total(D . ot e e et e $(30,364) $(4,476)  $(34,840)

) Utilizing an income tax rate ranging from approximately 37 percent to 39 percent based on the effective rates
in each taxing jurisdiction.

Financial Instruments Not Designated as Hedges

The impact of financial instruments that have not been designated as hedges on our consolidated income
statements for the years ended September 30, 2013, 2012 and 2011 was an increase (decrease) in purchased gas
cost of $3.0 million, $(2.5) million and $(1.4) million. Note that this presentation does not reflect the expected
gains or losses arising from the underlying physical transactions associated with these financial instruments.
Therefore, this presentation is not indicative of the economic gross profit we realized when the underlying phys-
ical and financial transactions were settled.

As discussed above, financial instruments used in our natural gas distribution segment are not designated as
hedges. However, there is no earnings impact on our natural gas distribution segment as a result of the use of
these financial instruments because the gains and losses arising from the use of these financial instruments are
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. Accordingly, the impact of these financial instruments
is excluded from this presentation.
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13.  Accumulated Other Comprehensive Income

We record deferred gains (losses) in accumulated other comprehensive income (AOCI) related to available-
for-sale securities, interest rate agreement cash flow hedges and commodity contract cash flow hedges. Deferred
gains (losses) for our available-for-sale securities and commodity contract cash flow hedges are recognized in
earnings upon settlement, while deferred gains (losses) related to our interest rate agreement cash flow hedges
are recognized in earnings as they are amortized. The following table provides the components of our accumu-
lated other comprehensive income (loss) balances, net of the related tax effects allocated to each component of
other comprehensive income.

Interest
Rate Commodity
Available- Agreement Contracts
for-Sale Cash Flow Cash Flow
Securities Hedges Hedges Total
(In thousands)
September 30,2012 . ......... ... .. ... . . $ 5,661 $(44,273) $(8,995)  $(47,607)
Other comprehensive income before reclassifications . . . . .. . 1,162 79,963 2,057) 79,068
Amounts reclassified from accumulated other comprehensive
ncome ... (1,375) 2,216 6,576 7,417
Net current-period other comprehensive income (loss) ...... (213) 82,179 4,519 86,485
September 30,2013 ........ ... ... ... $ 5,448 $ 37,906 $(4,476)  $ 38,878

The following table details reclassifications out of AOCI for the fiscal year ended September 30, 2013.
Amounts in parentheses below indicate decreases o net income in the statement of income.

Fiscal Year Ended September 30, 2013
Amount Reclassified from

Accumulated Other Affected Line Item in the
Accumulated Other Comprehensive Income Components Comprehensive Income Statement of Income
(In thousands)
Available-for-sale securities ................ $ 2,166 Operation and maintenance expense
2,166 Total before tax
(791) Tax expense
$ 1,375 Net of tax
Cash flow hedges
Interest rate agreements . ............ $ (3,489) Interest charges
Commodity contracts ............... (10,778) Purchased gas cost
(14,267) Total before tax
5,475 Tax benefit
$ (8,792) Net of tax
Total reclassifications .............. $ (7,417) Net of tax
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14. Fair Value Measurements

We report certain assets and liabilities at fair value, which is defined as the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measure-
ment date (exit price). We record cash and cash equivalents, accounts receivable and accounts payable at carry-
ing value, which substantially approximates fair value due to the short-term nature of these assets and liabilities.
For other financial assets and liabilities, we primarily use quoted market prices and other observable market pric-
ing information to minimize the use of unobservable pricing inputs in our measurements when determining fair
value. The methods used to determine fair value for our assets and liabilities are fully described in Note 2.

Fair value measurements also apply to the valuation of our pension and post-retirement plan assets. The fair
value of these assets is presented in Note 6.
Quantitative Disclosures

Financial Instruments

The classification of our fair value measurements requires judgment regarding the degree to which market
data are observable or corroborated by observable market data. The following tables summarize, by level within
the fair value hierarchy, our assets and liabilities that were accounted for at fair value on a recurring basis as of
September 30, 2013 and 2012. As required under authoritative accounting literature, assets and liabilities are

categorized in their entirety based on the lowest level of input that is significant to the fair value measurement.

Quoted  Significant Significant

Prices in Other Other
Active Observable Unobservable Netting and
Markets Inputs Inputs Cash September 30,
(Level 1) (Level 2)® (Level 3) Collateral® 2013
(In thousands)

Assets:
Financial instruments .

Natural gas distribution segment ........... $ — $11,19t 0§ — % —  $111,191

Nonregulated segment ................... 745 115,135 — (99,618) 16,262
Total financial instruments ................. 745 226,326 — (99,618) 127,453
Hedged portion of gas stored underground . . ... 44,758 — — — 44,758
Available-for-sale securities

Money market funds ......... ...l —_ 4,428 — — 4,428

Registered investment companies .......... 40,094 — — — 40,094

BONAS & .o oioeeie i — 28,160 — — 28,160
Total available-for-sale securities ............ 40,094 32,588 — — 72,682
TOtAl ASSELS « « o v v v vve e e e $85,597 $258914 $ —  $(99,618) $244,893
Liabilities:
Financial instruments

Natural gas distribution segment ........... $ — $ 1543 $ —  $ — % 1,543

Nonregulated segment ................... 158 130,422 — (124,447) 6,133
Total Habilities . .. oo e e i $ 158 $131965 $ —  $(124,447) $ 7,676
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Quoted Significant Significant

Prices in Other Other
Active Observable Unobservable Netting and
Markets Inputs Inputs Cash September 30,
(Level 1) (Level 2)1 (Level 3) Collateral® 2012
(In thousands)
Assets:
Financial instruments
Natural gas distribution segment . ......... $ — $ 9365 $ — 3 — $ 9365
Nonregulated segment .............. ..., 714 179,835 — (162,776) 17,773
Total financial instruments ................ 714 189,200 — (162,776) 27,138
Hedged portion of gas stored underground . . . . 67,192 — — — 67,192
Available-for-sale securities
Money market funds ................ ... — 1,634 — — 1,634
Registered investment companies ......... 40,212 —_— —_ — 40,212
Bonds .............. ... ... .......... — 22,552 — — 22,552
Total available-for-sale securities ........... 40,212 24,186 - — 64,398
Totalassets . ............................ $108,118 $213386 $ —  $(162,776) $158,728
Liabilities:
Financial instruments
Natural gas distribution segment .......... $ — $ 85625 $ —  $ —  $ 85,625
Nonregulated segment .................. 4,563 191,109 — (186,451) 9,221
Total liabilities .......................... $ 4563 $276,734 $ —  $(186,451) $ 94,846

() Our Level 2 measurements consist of over-the-counter options and swaps, which are valued using a market-

based approach in which observable market prices are adjusted for criteria specific to each instrument, such
as the strike price, notional amount or basis differences, municipal and corporate bonds, which are valued
based on the most recent available quoted market prices and money market funds which are valued at cost.

@ This column reflects adjustments to our gross financial instrument assets and liabilities to reflect netting

3

permitted under our master netting agreements and the relevant authoritative accounting literature. In addi-
tion, as of September 30, 2013 we had $24.8 million of cash held in margin accounts to collateralize certain
financial instruments. Of this amount, $8.6 million was used to offset current risk management liabilities
under master netting agreemeats and the remaining $16.2 million is classified as current risk management
assets.

This column reflects adjustments to our gross financial instrument assets and liabilities to reflect netting
permitted under our master netting agreements and the relevant authoritative accounting literature. In addi-
tion, as of September 30, 2012 we had $23.7 million of cash held in margin accounts to collateralize certain
financial instruments. Of this amount, $5.9 million was used to offset current risk management liabilities
under master netting agreements and the remaining $17.8 million is classified as current risk management
assets.
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Available-for-sale securities are comprised of the following:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gain Loss Value
(In thousands)
As of September 30, 2013
Domestic equity mutual funds . .......... ... $27,043 $7,476 $(23) $34,496
Foreign equity mutual funds .................. 4,536 1,062 — 5,598
BONAS « oo vveieeeeeiii e 28,016 168 24) 28,160
Money market funds . ... 4428 — — 4,428
$64,023 $8,706 $@47 $72,682
As of September 30, 2012
Domestic equity mutual funds . .........c.o0nen $25,779 $8,183 $— $33,962
Foreign equity mutual funds .................. 5,568 682 — 6,250
BONAS © oo evee e et 22,358 196 2) 22,552
Money market FUNAS .o ee s 1,634 o — — 1,634
$55,339 $9,061 $ 2 $64,398

At September 30, 2013 and 2012, our available-for-sale securities included $44.5 million and $41.8 million
related to assets held in separate rabbi trusts for our supplemental executive retirement plans as discussed in Note
6. At September 30, 2013 we maintained investments in bonds that have contractual maturity dates ranging from
October 2013 through December 2019. During the year ended September 30, 2013, we recognized a net gain of
$2.2 million on the sale of certain assets in the rabbi trusts.

Other Fair Value Measures

In addition to the financial instruments above, we have several financial and nonfinancial assets and
liabilities subject to fair value measures. These financial assets and liabilities include cash and cash equivalents,
accounts receivable, accounts payable and debt. The nonfinancial assets and liabilities include asset retirement
obligations and pension and post-retirement plan assets. We record cash and cash equivalents, accounts receiv-
able, accounts payable and debt at carrying value. For cash and cash equivalents, accounts receivable and
accounts payable, we consider carrying value to materially approximate fair value due to the short-term nature of
these assets and liabilities.

Atmos Gathering Company (AGC) owns and operates the Park City and Shrewsbury gathering systems in
Kentucky. The Park City gathering system consists of a 23-mile low pressure pipeline and a nitrogen removal
unit that was constructed in 2008. The Shrewsbury production, gathering and processing assets were acquired in
2008 at which time we sold the production assets to a third party. As a result of the sale of the production assets,
we obtained a 10-year production payment note under which we were to be paid from future production gen-
erated from the assets.

As discussed in Note 10, AGC is involved in an ongoing Jawsuit with the Park City gathering system. Due
to the lawsuit and a low natural gas price environment, the assets have generated operating losses. As a result of
these developments, in fiscal 2011, we performed an impairment assessment of these assets and determined the
assets to be impaired at which time we recorded a pre-tax noncash impairment loss of approximately $11 million.
Due to developments in the fourth quarter of fiscal 2012, including further operating losses as a result of the
lawsuit and management’s decision to focus.our nonregulated operations on delivered gas and transportation
services, we performed an impairment assessment of these assets and determined the assets to be further
impaired. We reduced the carrying value of the assets to their estimated fair value of approximately $0.5 million
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and recorded a pre-tax noncash impairment loss of approximately $5.3 million. We used a combination of a
market and income approach in a weighted average discounted cash flow analysis that included significant inputs
such as our weighted average cost of capital and assumptions regarding future natural gas prices. This is a

Level 3 fair value measurement because the inputs used are unobservable. Based on this analysis, we determined
the assets to be impaired.

In February 2008, Atmos Pipeline and Storage, LLC, a subsidiary of AEH, announced plans to construct and
operate a salt-cavern storage project in Franklin Parish, Louisiana. In March 2010, we entered into an option and
acquisition agreement with a third party, which provided the third party with the exclusive option to develop the
proposed Fort Necessity salt-dome natural gas storage project. In July 2010, we agreed with the third party to
extend the option period to March 2011. In January 2011, the third party developer notified us that it did not plan
to commence the activities required to allow it to exercise the option by March 2011; accordingly, the option was
terminated. We evaluated our strategic alternatives and concluded the project’s returns did not meet our invest-
ment objectives. Accordingly, in March 2011, we recorded a $19.3 million pre-tax noncash impairment loss to
write off substantially all of our investment in the project.

Our debt is recorded at carrying value. The fair value of our debt is determined using third party market
value quotations, which are considered Level 1 fair value measurements for debt instruments with a recent,
observable trade or Level 2 fair value measurements for debt instruments where fair value is determined using
the most recent available quoted market price. The following table presents the carrying value and fair value of
our debt as of September 30, 2013:

September 30, 2013
(In thousands)
Carrying Amount e $2,460,000
FairValue ......... .. . $2.676,487

15. Concentration of Credit 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 princi-
pally occur in the southern and midwestern regions of the United States. We believe that this geographic concen-
tration does not contribute significantly to our overall exposure to credit risk. Credit risk associated with trade
accounts receivable for the natural gas distribution segment is mitigated by the large number of individual cus-
tomers and diversity in our customer base. The credit risk for our other segments is not significant.

16. Discontinued Operations

On April 1, 2013, we completed the sale of substantially all of our natural gas distribution assets and certain
related nonregulated assets located in Georgia to Liberty Energy (Georgia) Corp., an affiliate of Algonquin
Power & Utilities Corp. for a cash price of approximately $153 million, pursuant to an asset purchase agreement
executed on August 8, 2012. In connection with the sale, we recognized a pre-tax gain of approximately
$8.2 million.

On August 1, 2012, we completed the sale of substantially all of our natural gas distribution assets located in
Missouri, Illinois and lowa to Liberty Energy (Midstates) Corp., an affiliate of Algonquin Power & Utilities
Corp. for a cash price of approximately $128 million, pursuant to an asset purchase agreement executed on
May 12, 2011. In connection with the sale, we recognized a pre-tax gain of approximately $9.9 million.

As required under generally accepted accounting principles, the operating results of our Georgia, Missouri,
Illinois and Iowa operations have been aggregated and reported on the consolidated statements of income as
income from discontinued operations, net of income tax. Expenses related to general corporate overhead and
interest expense allocated to their operations are not included in discontinued operations.
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The tables below set forth selected financial and operational information related to net assets and operating
results related to discontinued operations.

The following table presents statement of income data related to discontinued operations in our Georgia,
Missouri, [llinois and Iowa service areas.

Year Ended September 30
2013 2012 2011
(In thousands)

OPETating TEVEMUES . . . .« e e et eteaeeaieaaee et $37,962  $114,703  $141,227
Purchased gasCOSt ....... ..ottt 21,464 62,902 83,537
Gross profit . . ... oov e e 16,498 51,801 57,690
Operating EXpenses .. ........uururuinnnraeeeeeeennnnnos 5,858 24,174 27,362
Operating inCome . .. ...\ttt 10,640 27,627 30,328
Other nonoperating inCome . ............ovverennneeennn.. 548 611 57
Income from discontinued operations before income taxes . ... ... 11,188 28,238 30,385
INCOME taX EXPENSE . .o evvev et eie e eaane e 3,986 10,066 12,372
Income from discontinued operations ..................... 7,202 18,172 18,013
Gain on sale of discontinued operations, netoftax ........... 5,294 6,349 —
Net income from discontinued operations ................ $12,496 $ 24,521 $ 18,013

The following table presents balance sheet data related to assets held for sale. At September 30, 2013 we did
not have any assets or liabilities held for sale. At September 30, 2012 assets held for sale include assets and
liabilities associated with our Georgia operations.

September 30,
2012

(In thousands)
Net plant, property & €qUIPIMENT . . . ...\t tttt ittt $142,865
Gas stored underground . . . ... 4,688
OUhEr CUITENE ASSELS . « v v e e v e et e e et et e et e e et e e e 6,931
Deferred charges and other assets ............ ...t nriinneeeenaans 87
Assets held fOr SAle . .. . vttt e e e $154,571
Accounts payable and accrued liabilities .......... ... .. oo $ 2,114
Other current Habilities . . ... vt v i it ettt ettt 3,776
Regulatory costof removal ........ ... . i 3,257
Deferred credits and other liabilities . .......... .ottt 2,426
Liabilities held for sale ... ...ttt et et $ 11,573
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17. Selected Quarterly Financial Data (Unaudited)

Summarized unaudited quarterly financial data is presented below. The sum of net income per share by
quarter may not equal the net income per share for the fiscal year due to variations in the weighted average shares
outstanding used in computing such amounts. Our businesses are seasonal due to weather conditions in our serv-
ice areas. For further information on its effects on quarterly results, see the “Results of Operations” discussion
included in the “Management’s Discussion and Analysis of Financial Condition and Results of Operations” sec-
tion herein.

Quarter Ended
December 31 March 31 June 30 September 30
(In thousands, except per share data)
Fiscal year 2013: :
Operating revenues :
Natural gas distribution ..................... $ 666,787 $ 905,176 $ 467,144 $360,386
Regulated transmission and storage . ........... 60,681 61,848 74,041 72,330
Nonregulated ............. ... ... ... ....... 399,894 428,948 421,808 348,061
Intersegment eliminations . .................. (93,207) (86,976)  (105,058) (95,606)
1,034,155 1,308,996 857,935 685,171
Gross profit .. ...ovevn e 362,362 432,751 316,497 300,440
Operating InCOMe . .. .....ovvvnviinviinenn.nn 154,922 210,178 _86,396 50,383
Income from continuing operations .............. 77,348 112,340 33,474 7,536
Income from discontinued operations ............ 3,117 4,085 — —_
Gain on sale of discontinued operations .......... — —_ 5,294 —
Netineome .. ..ovv e i 80,465 116,425 38,768 7,536
Basic earnings per share
Income per share from continuing operations . ... $ 085 % 124  $ 037 $ 008
Income per share from discontinued operations .. $ 004 $ 004 $ 006 $ —
Net income per share — basic ................ $ 089 § 128 $ 043 $ 008
Diluted earnings per share
Income per share from continuing operations . ... $ 085 $ 123 $ 036 $ 0.08
Income per share from discontinued operations .. $ 003 $ 004 $ 006 $ —
Net income per share — diluted . .. ............ $ 088 $ 127 $§ 042 $ 0.08
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Quarter Ended
December 31 March 31 June 30 September 30
(In thousands, except per share data)
Fiscal year 2012:
Operating revenues
Natural gas distribution ...................... $ 676,113 $ 871,067 $315,634 $282,516
Regulated transmission and storage ............ 56,759 58,037 67,073 65,482
Nonregulated .............. ...t 444,176 370,763 256,250 280,114
Intersegment eliminations .................... (93,054) (74,358) (62,543) (75,546)
1,083,994 1,225,509 576,414 552,566
Grossprofit ..........coooiiiiiiiiiiii 355,392 425,787 293,171 249,389
Operating income . .............c.ciiieinaann.. 139,471 202,432 81,546 22,791
Income (loss) from continuing operations . ......... 62,384 102,084 28,014 (286)
Income from discontinued operations ............. 6,123 7,027 3,118 1,904
Gain on sale of discontinued operations ........... — . — — 6,349
Netincome .. ...ovvvnnvenn i, 68,507 109,111 31,132 7,967
Basic earnings per share
Income per share from continuing operations . . . .. $ 068 $ .12 $ 031 $ —
Income per share from discontinued operations ... $ 0.07 008 $ 003 $ 009
Net income per share —basic . ................ $ 075 $ 120 § 034 $ 0.09
Diluted earnings per share
Income per share from continuing operations . . . .. $ 068 $ .12  $ 031 $ —
Income per share from discontinued operations ... $ 007 §$ 008 $ 003 $ 009
Net income per share —diluted ............... $ 075 $ 120 $ 034 $ 009
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ITEM 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure.

None.

ITEM 9A. Controls and Procedures..
Management’s Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the supervision and with the participation of our management, including
our principal executive officer and principal financial officer, of the effectiveness of the Company’s disclosure
controls and procedures, as such term is defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as
amended (Exchange Act). Based on this evaluation, the Company’s principal executive officer and principal
financial officer have concluded that the Company’s disclosure controls and procedures were effective as of
September 30, 2013 to provide reasonable assurance that information required to be disclosed by us, including
our consolidated entities, in the reports that we file or submit under the Exchange Act is recorded, processed,
summarized, and reported within the time periods specified by the SEC’s rules and forms, including a reasonable
level of assurance that such information is accumulated and communicated to our management, including our
principal executive and principal financial officers, as appropriate to allow timely decisions regarding required
disclosure. '

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Exchange Act Rule 13a-15(f), in providing reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accord-
ance with generally accepted accounting principles. Under the supervision and with the participation of our
management, including our principal executive officer and principal financial officer, we evaluated the effective-
ness of our internal control over financial reporting based on the framework in Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (1992 frame-
work) (COSO). Based on our evaluation under the framework in Internal Control-Integrated Framework issued
by COSO and applicable Securities and Exchange Commission rules, our management concluded that our
internal control over financial reporting was effective as of September 30, 2013, in providing reasonable assur-
ance regarding the reliability of financial reporting and the preparation of financial statements for external pur-
poses in accordance with generally accepted accounting principles.

Ernst & Young LLP has issued its report on the effectiveness of the Company’s internal control over finan-
cial reporting. That report appears below.

/s/  KIM R. COCKLIN /s/ BRET J. ECKERT
Kim R. Cocklin Bret J. Eckert
President and Chief Executive Officer Senior Vice President and

Chief Financial Officer

November 13, 2013
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of
Atmos Energy Corporation

We have audited Atmos Energy Corporation’s internal control over financial reporting as of Sep-
tember 30, 2013, based on criteria established in Internal Control — Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (1992 framework) (the COSO criteria).
Atmos Energy Corporation’s management is responsible for maintaining effective internal control over financial
reporting, and for its assessment of the effectiveness of internal control over financial reporting included in the
accompanying Management’s Report on Internal Control over Financial Reporting. Our responsibility is to
express an opinion on the company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the compa-
ny’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect mis-
statements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that con-
trols may become inadequate because of changes in conditions, or that the degree of compliance with the policies
or procedures may deteriorate.

In our opinion, Atmos Energy Corporation maintained, in all material respects, effective internal control
over financial reporting as of September 30, 2013, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets as of September 30, 2013 and 2012, and the related consolidated
statements of income, comprehensive income, shareholders’ equity. and cash flows for each of the three years in
the period ended September 30, 2013 of Atmos Energy Corporation and our report dated November 13, 2013
expressed an unqualified opinion thereon.

/s/ ERNST & YOUNG LLP

Dallas, Texas
November 13, 2013
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Changes in Internal Control over Financial Reporting

We did not make any changes in our internal control over financial reporting (as defined in Rule 13a-15(f)
and 15d-15(f) under the Act) during the fourth quarter of the fiscal year ended September 30, 2013 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
ITEM 9B. Other Information.

Not applicable.
PART III

ITEM 10. Directors, Executive Officers and Corporate Governance.

Information regarding directors and compliance with Section 16(a) of the Securities Exchange Act of 1934
is incorporated herein by reference to the Company’s Definitive Proxy Statement for the Annual Meeting of
Shareholders on February 5, 2014. Information regarding executive officers is reported below:

EXECUTIVE OFFICERS OF THE REGISTRANT

The following table sets forth certain information as of September 30, 2013, regarding the executive officers
of the Company. It is followed by a brief description of the business experience of each executive officer.

Years of

Name Age Service Office Currently Held
KimR.Cocklin ...................... 62 7 President and Chief Executive Officer
BretJ. Eckert ...........oo i, 46 1 Senior Vice President and Chief

Financial Officer
Marvin L. Sweetin . .................. 50 13 Senior Vice President, Utility

_ Operations
Louis P.Gregory . ...........covvun... 58 13 Senior Vice President, General Counsel
‘ ; and Corporate Secretary

Michael E. Haefner ... ................ 53 5 Senior Vice President, Human

Resources

Kim R. Cocklin was named President and Chief Executive Officer effective October 1, 2010. Mr. Cocklin
joined the Company in June 2006 and served as President and Chief Operating Officer of the Company from
October 1, 2008 through September 30, 2010, after having served as Senior Vice President, Regulated Operations
from October 2006 through September 2008. Mr. Cocklin was appointed to the Board of Directors on
November 10, 2009.

Bret J. Eckert joined the Company in June 2012 as Senior Vice President, and on October 1, 2012 he was
appointed Chief Financial Officer. Prior to joining the Company, Mr. Eckert was an Assurance Partner with
Ernst & Young LLP where he developed extensive accounting and financial experience in the natural gas
industry over his 22-year career.

Marvin L. Sweetin was named Senior Vice President, Utility Operations in November 2011. In this role,
Mr. Sweetin is responsible for the operations of our six utility divisions, as well as customer service, safety and
training. Mr. Sweetin joined the Company in May 2000 and served in a variety of leadership positions with
responsibility for procurement, customer service, training and safety.

Louis P. Gregory was named Senior Vice President and General Counsel in September 2000 as well as
Corporate Secretary in June 2012.

Michael E. Haefner joined the Company in June 2008 as Senior Vice President, Human Resources.
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Identification of the members of the Audit Committee of the Board of Directors as well as the Board of
Directors’ determination as to whether one or more audit committee financial experts are serving on the Audit
Committee of the Board of Directors is incorporated herein by reference to the Company’s Definitive Proxy
Statement for the Annual Meeting of Shareholders on February 5, 2014.

The Company has adopted a code of ethics for its principal executive officer, principal financial officer and
principal accounting officer. Such code of ethics is represented by the Company’s Code of Conduct, which is
applicable to all directors, officers and employees of the Company, including the Company’s principal executive
officer, principal financial officer and principal accounting officer. A copy of the Company’s Code of Conduct is
posted on the Company’s website at www.afmosenergy. com under “Corporate Governance.” In addition, any
amendment to or waiver granted from a provision of the Company’s Code of Conduct will be posted on the
Company’s website under “Corporate Governance.”

ITEM 11. Executive Compensation.
Information on executive compensation is incorporated herein by reference to the Company’s Definitive
Proxy Statement for the Annual Meeting of Shareholders on February 5,2014.
ITEM 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters.

Security ownership of certain beneficial owners and of management is incorporated herein by reference to
the Company’s Definitive Proxy Statement for the Annual Meeting of Shareholders on February 5, 2014.
Information concerning our equity compensation plans is provided in Part II, Item 5, “Market for Registrant’s
Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities”, of this Annual Report
on Form 10-K.
ITEM 13. Certain Relationships and Related Transactions, and Director Iridependence.

Information on certain relationships and related transactions as well as director independence is
incorporated herein by reference to the Company’s Definitive Proxy Statement for the Annual Meeting of Share-
holders on February 5, 2014.

ITEM 14. Principal Accountant Fees and Services.
Information on our principal accountant’s fees and services is incorporated herein by reference to the
Company’s Definitive Proxy Statement for the Annual Meeting of Shareholders on February 5, 2014.
PART IV
ITEM 15. Exhibits and F inancial Statement Schedules.
(a) 1.and 2. Fi inancial statements and financial statement schedules.

The financial statements and financial statement schedule listed in the Index to Financial Statements in
Item 8 are filed as part of this Form 10-K.

3. Exhibits

The exhibits listed in the accompanying Exhibits Index are filed as part of this Form 10-K. The exhibits
numbered 10.4(a) through 10.13.(c) are management contracts or compensatory plans or arrangements.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1

5(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behal

f by the undersigned, thereunto duly authorized.

ATMOS ENERGY CORPORATION
(Registrant)

By: /s/ _BRET J. ECKERT

Bret J. Eckert
Senior Vice President and Chief Financial
Officer

Date: November 13, 2013
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POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below hereby con-
stitutes and appoints Kim R. Cocklin and Bret J. Eckert, or either of them acting alone or together, as his true and
Jawful attorney-in-fact and agent with full power to act alone, for him and in his name, place and stead, in any
and all capacities, to sign any and all amendments to this Annual Report on Form 10-K, and to file the same, with
all exhibits thereto, and all other documents in connection therewith, with the Securities and Exchange Commis-
sion, granting unto said attorney-in-fact and agent full power and authority to do and perform each and every act
and thing requisite and necessary to be done in and about the premises, as fully to all intents and purposes as he
might or could do in person, hereby ratifying and confirming all that said attorney-in-fact and agent, may law-
fully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the date indicated:

/s/ KIM R. COCKLIN President, Chief Executive Officer Novembér 13,2013
Kim R. Cocklin : and Director
/s/ BRET J. ECKERT Senior Vice President and Chief November 13, 2013
Bret J. Eckert Financial Officer '
/s/ CHRISTOPHER T. FORSYTHE Vice President and Controller November 13, 2013
Christopher T. Forsythe (Principal Accounting Officer)
/s/ ROBERT W. BEST Chairman of the Board November 13, 2013

Robert W. Best

/s/ RICHARD W. DOUGLAS Director November 13, 2013
Richard W. Douglas

/s/ RUBEN E. ESQUIVEL Director November 13, 2013
Ruben E. Esquivel

/s/ RICHARD K. GORDON Director November 13, 2013
Richard K. Gordon

/s/ ROBERT C. GRABLE Director November 13, 2013
Robert C. Grable

/s/ THOMAS C. MEREDITH Director November 13, 2013
Thomas C. Meredith

/s/ NANCY K. QUINN Director November 13, 2013
Nancy K. Quinn

/s/ RICHARD A. SAMPSON Director November 13, 2013
Richard A. Sampson

/s/ STEPHEN R. SPRINGER Director November 13, 2013
Stephen R. Springer '

/s/ RICHARD WARE II Director November 13, 2013
Richard Ware 11
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ATMOS ENERGY CORPORATION

Valuation and Qualifying Accounts
Three Years Ended September 30, 2013

Schedule I1

Additions
Balance at Charged to Charged to Balance
beginning cost & ‘other at end
. of period expenses accounts Deductions of period
(In thousands)
2013
Allowance for doubtful accounts ............ $ 9,425 $14,484 $— $3,285(  $20,624
2012
Allowance for doubtful accounts ............ $ 7,440 $ 8,901 $— $6,916(0  $ 9,425
2011 :
Allowance for doubtful accounts . ........... $12,701 $ 2,201 $— $7,46200  $§ 7.440

(I Uncollectible accounts written off.
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Exhibit
Number

2.1(a)

2.1(b)

22

3.1
32
33
4.1
| 4.2
4.3
44
4.5
4.6

4.7(a)
4.7(b)

4.7(c)

EXHIBITS INDEX

Item 14.(a)(3)

Description

Plan of Acquisition, Reorganization,
Arrangement, Liquidation or Succession

Asset Purchase Agreement by and between
Atmos Energy Corporation as Seller and Liberty
Energy (Midstates) Corp. as Buyer, dated as of
May 12, 2011

Amendment No. | to Asset Purchase Agreement

Asset Purchase Agreement by and between
Atmos Energy Corporation as Seller and Liberty
Energy (Georgia) Corp. as Buyer, dated as of
August 8, 2012

Articles of Incorporation and Bylaws

Restated Articles of Incorporation of Atmos
Energy Corporation — Texas (As Amended
Effective February 3, 2010)

Restated Articles of Incorporation of Atmos
Energy Corporation — Virginia (As Amended
Effective February 3, 2010)

Amended and Restated Bylaws of Atmos Energy
Corporation (as of February 3, 2010)
Instruments Defining Rights of Security Holders,
Including Indentures

Specimen Common Stock Certificate (Atmos
Energy Corporation)

Indenture dated as of November 15, 1995
between United Cities Gas Company and Bank of
America Illinois, Trustee

Indenture dated as of July 15, 1998 between
Atmos Energy Corporation and U.S. Bank Trust
National Association, Trustee

Indenture dated as of May 22, 2001 between
Atmos Energy Corporation and SunTrust Bank,
Trustee

Indenture dated as of June 14, 2007, between
Atmos Energy Corporation and U.S. Bank
National Association, Trustee

Indenture dated as of March 23, 2009 between
Atmos Energy Corporation and U.S. Bank
National Corporation, Trustee

Debenture Certificate for the 6 3/4% Debentures
due 2028

Global Security for the 4.95% Senior Notes due
2014

Global Security for the 5.95% Senior Notes due
2034
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Page Number or
Incorporation by
Reference to

Exhibit 2.1 to Form 8-K dated May 12, 2011
(File No. 1-10042)

Exhibit 2.1(b) to Form 10-K for fiscal year
ended September 30, 2012 (File No. 1-10042)
Exhibit 2.1 to Form 8-K dated August 8, 2012
(File No. 1-10042)

Exhibit 3.1 to Form 10-Q dated March 31, 2010
(File No. 1-10042)

Exhibit 3.2 to Form 10-Q dated March 31, 2010
(File No. 1-10042)

Exhibit 3.2 to Form 8-K dated February 3, 2010
(File No. 1-10042)

Exhibit 4.1 to Form 10-K for fiscal year ended
September 30, 2012 (File No. 1-10042)

Exhibit 4.11(a) to Form S-3 dated August 31,
2004 (File No. 333-118706)

Exhibit 4.8 to Form S-3 dated August 31, 2004
(File No. 333-118706)

Exhibit 99.3 to Form 8-K dated May 15, 2001
(File No. 1-10042)

Exhibit 4. 1 to Form 8-K dated June 11, 2007
(File No. 1-10042)

Exhibit 4.1 to Form 8-K dated March 26, 2009
(File No. 1-10042)

Exhibit 99.2 to Form 8-K dated July 22, 1998
{File No. 1-10042)

Exhibit 10(2)(f) to Form 10-K for fiscal year
ended September 30, 2004 (File No. 1-10042)

Exhibit 10(2)(g) to Form 10-K for fiscal year
ended September 30, 2004 (File No. 1-10042)



Exhibit
Number

4.7(d)
4.7(e)
4.7(f)

4.7(g)

10.1(a)

10.1(b)

10.1(c)

10.2(a)

10.2(b)

10.3(a)

10.3(b)

10.4(a)*

Description

Global Security for the 6.35% Senior Notes due
2017

Global Security for the 8.50% Senior Notes due
2019

Global Security for the 5.5% Senior Notes due
2041

Global Security for the 4.15% Senior Notes due
2043

Material Contracts

Revolving Credit Agreement, dated as of May 2,
2011 among Atmos Energy Corporation, the
Lenders from time to time parties thereto, The
Royal Bank of Scotland plc as Administrative
Agent, Crédit Agricole Corporate and Investment
Bank as Syndication Agent, Bank of America,
N.A., U.S. Bank National Association and Wells
Fargo Bank, N.A. as Co-Documentation Agents

Second Amendment to Revolving Credit
Agreement, made and entered into as of
December 7, 2012, by and among Atmos Energy
Corporation, a Texas and Virginia corporation,
the several banks and other financial institutions
from time to time party thereto (the “Lenders”)
and The Royal Bank of Scotland plc, in its
capacity as Administrative Agent for the Lenders
Third Amendment to Revolving Credit
Agreement, made and entered into as of

August 22, 2013, by and among Atmos Energy
Corporation, a Texas and Virginia corporation,
the several banks and other financial institutions
from time to time party thereto (the “Lenders™)
and The Royal Bank of Scotland plc, in its
capacity as Administrative Agent for the Lenders
Accelerated Share Buyback Agreement with
Goldman, Sachs & Co. — Master Confirmation
dated July 1, 2010

Accelerated Share Buyback Agreement with
Goldman, Sachs & Co. — Supplemental
Confirmation dated July 1, 2010

Guaranty of Algonquin Power & Utilities Corp.
dated May 12, 2011 ’
Guaranty of Algonquin Power & Utilities Corp.
dated August 8, 2012

Executive Compensation Plans and
Arrangements

Form of Atmos Energy. Corporation Change in
Control Severance Agreement — Tier I
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Page Number or
Incorporation by
Reference to

Exhibit 4.2 to Form 8-K dated June 11, 2007
(File No. 1-10042)

Exhibit 4.2 to Form 8-K dated March 26, 2009
(File No. 1-10042)

Exhibit 4.2 to Form 8—K dated June 10, 2011
(File No. 1-10042)

Exhibit 4.2 to Form 8-K dated January 8, 2013
(File No. 1-10042)

Exhibit 10.1 to Form 8-K dated May 2, 2011
(File No. 1-10042)

Exhibit 10.1 to Form 8-K dated December 5,
2012 (File No. 1-10042)

Exhibit 10.1 to Form 8-K dated August 22, 2013
(File No. 1-10042)

Exhibit 10.6(a) to Form 10-K for fiscal year
ended September 30, 2010 (File No. 1-10042)

Exhibit 10.6(b) to Form 10-K for fiscal year
ended September 30, 2010 (File No. 1-10042)

Exhibit 10.1 to Form 8-K dated May 12, 2011
(File No. 1-10042)

Exhibit 10.1 to Form 8-K dated August 8, 2012
(File No. 1-10042)

Exhibit 10.7(a) to Form 10-K for fiscal year
ended Sept