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This AGREEMENT AND PLAN OF MERGER AND REORGANIZATION
dated as of September 21, 2001, is made and entered into by and among Atmos Energy
Corporation, a Texas and Virginia corporation ("Atmos"), Mississippi Valley Gas Company, a
Mississippi corporation (the "Company"), and the shareholders ofthe Company named on the
signature pages hereto (each a "Shareholder" and collectively, the "Shareholders") . Capitalized
terms not otherwise defined herein have the meanings set forth in Section 13 .01 .

WHEREAS, the Shareholders collectively own One Thousand (1,000) shares of
common stock, par value $5 .00 per share, of the Company, constituting all issued and
outstanding shares of capital stock of the Company (such shares being referred to herein as the
"Company Shares") ; and

WHEREAS, the Boards ofDirectors of Atmos and the Company have each
determined that it is advisable and in the best interests of their respective shareholders to
consummate, and have approved, the business combination transaction provided for herein in
which the Company would merge with and into Atmos and Atmos would be the surviving
corporation (the "Merger") ; and the Shareholders, as the sole shareholders ofthe Company, have
unanimously approved the Merger .

NOW, THEREFORE, in consideration of the mutual covenants and agreements
set forth in this Agreement, and for other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties hereto agree as follows :

1 .01

	

The Merger .

ARTICLE I
MERGER AND CLOSING

(a)

	

Upon the terms and subject to the conditions of this Agreement, at the
Effective Time, the Company shall be merged with and into Atmos in accordance with the
Mississippi Business Corporation Act (the "MBCA"), the Texas Business Corporation Act (the
"TBCA") and the Virginia Stock Corporation Act (the "VSCA"), whereupon the separate
existence of the Company shall cease and Atmos shall continue as the surviving corporation (the
"Surviving Corporation") . The Merger is intended to qualify as a reorganization within the
meaning of Section 368 of the Code. Atmos and the Company are sometimes referred to herein
as the "Constituent Corporations" .

(b)

	

Ifany of the following conditions is not satisfied, the transactions
contemplated by this Agreement shall be restructured as a sale of all of the Company Shares and
Atmos, the Company and the Shareholders shall enter into a substitute agreement providing for
such sale in the form attached hereto as Exhibit 1 :



(i)

	

Atmos shall have received the opinion of Gibson, Dunn &
Crutcher LLP, dated the Closing Date, to the effect that the Merger will qualify as a
reorganization within the meaning of Section 368 of the Code;

(ii)

	

the Shareholders shall have received the opinion of Milbank,
Tweed, Hadley & McCloy LLP, dated the Closing Date, to the effect that the Merger will
qualify as a reorganization within the meaning of Section 368 of the Code; or

(iii)

	

(A) the product of(1) the regular trading day closing price of
Atmos Common Stock on the New York Stock Exchange on the trading day completed
on the Closing Date and (2) the aggregate number of shares of Atmos Common Stock to
be issued by Atmos to the Shareholders and any Permitted Transferees pursuant to the
terms of this Agreement (the "Total Issuable Shares"), including the Share Amount and
any shares that Atmos elects to include as Additional Consideration pursuant to Section
12.01 (the "Total Stock Value"), shall exceed (B) 45% of the sum of (1) the aggregate
amount of cash to be paid by Atmos to the Shareholders and any Permitted Transferees
pursuant to the terms of this Agreement (the "Total Payable Cash"), including the Cash
Amount and any cash that Atmos elects to include as Additional Consideration pursuant
to Section 12.01(8), and (2) the Total Stock Value.

1 .02

	

Closing. Unless this Agreement shall have been terminated and the
transactions herein contemplated shall have been abandoned pursuant to Section 12.01 , and
subject to the satisfaction or waiver (where applicable) of the conditions set forth in Articles VIII
and IX, the closing of the Merger (the "Closing") will take place on the Closing Date at the
offices of Gibson, Dunn & Crutcher LLP, 2100 McKinney Avenue, Dallas, Texas 75201, or at
such other place as Atmos and the Company mutually agree upon in writing .

1 .03

	

Articles of Mergm Effective Time.

(a)

	

At the Closing, the Constituent Corporations shall duly execute and
deliver for filing after the completion of the trading day commenced on the Closing Date :

(i)

	

to the Secretary of State of the State of Mississippi (the
"Mississippi Secretary of State"), articles of merger as provided in Section 79-4-11 .05 of
the MBCA (the "Mississippi Articles ofMerger") ;

(ii)

	

to the Secretary of State of the State of Texas (the "Texas
Secretary of State"), articles of merger as provided in Article 5 .04 of.the TBCA (the
"Texas Articles of Merger"); and

(iii)

	

to the State Corporation Commission of Virginia (the "Virginia
Commission", and together with the Mississippi Secretary of State and the Texas
Secretary of State, the "State Agencies"), articles of merger as provided in Section 13 .1
720 of the VSCA (the "Virginia Articles of Merger", and together with the Mississippi
Articles of Merger and the Texas Articles of Merger, the "Articles of Merger") .



{b)

	

The Merger shall become'effective upon the last to occur of the following
(the "Effective Time") : (i) the proper filing of the Mississippi Articles of Merger with the
Mississippi Secretary of State, (ii) the issuance of a certificate of merger by the Texas Secretary
of State, and (iii) the issuance of a certificate of merger by the Virginia Commission. The
Constituent Corporations shall take all commercially reasonable actions to cause the Effective
Time to occur on the Closing Date .

1 .04

	

Articles of Incorporation and Bylaws of the Surviving Corporation . At the
Effective Time, (i) the Articles of Incorporation of Atmos as in effect immediately prior to the
Effective Time shall be the Articles of Incorporation of the Surviving Corporation until
thereafter amended as provided by Law and such Articles of Incorporation, and (ii) the Bylaws
of Atmos as in effect immediately prior to the Effective Time shall be the Bylaws of the
Surviving Corporation until thereafter amended as provided by Law, the Articles of
Incorporation of the Surviving Corporation and such Bylaws .

1 .05

	

Directors and Officers of the SurvivingCorporation . The directors of
Atmos and the officers of Armos immediately prior to the Effective Time shall, from and after
the Effective Time, be the directors and officers, respectively, of the Surviving Corporation until
their successors shall have been duly elected or appointed and qualified or until their earlier
death, resignation or removal in accordance with the Surviving Corporation's Articles of
Incorporation and Bylaws.

1 .06

	

Effects ofthe Merger . Subject to the foregoing, the effects of the Merger
shall be as provided in the applicable provisions of the MBCA, the TBCA and the VSCA.

1 .07

	

No Appraisal Rights . The Shareholders hereby waive all appraisal,
dissenter's and similar rights under the MBCA, TBCA and VSCA in respect of the Merger .

1 .08

	

Further Assurances . Each party hereto will, either prior to or after the
Effective Time, execute such further documents, instruments, deeds, bills of sale, assignments
and assurances and take such further actions as may reasonably be requested by one or more of
the others to consummate the Merger, to vest the Surviving Corporation with full title to all
assets, properties, rights, approvals, immunities and franchises of either ofthe Constituent
Corporations or to effect the other purposes of this Agreement.

ARTICLE II
EFFECT ON CAPITAL STOCK; EXCHANGE OF CERTIFICATES

2.01

	

Effect on Capital Stock . As of the Effective Time, by virtue ofthe Merger
and without any action on the part of Atmos, the Company or any holder of any of the following
securities :

(a)

	

No Conversion of Atmos Common Stock . Each share ofthe common
stock, no par value, of Atmos ("Atmos Common Stock") issued and outstanding immediately
prior to the Effective Time shall continue to be issued and outstanding Atmos Common Stock .



Any Atmos Common Stock held in the treasury of Atmos immediately prior to the Effective
Time shall continue to be held in the treasury of the Surviving Corporation at the Effective Time.

(b)

	

Cancellation of Certain Shares of Company Common Stock . All shares of
Company Common Stock that are owned by the Company as treasury stock shall be canceled
and retired and shall cease to exist, and no stock of Atmos or other consideration shall be
delivered in exchange therefor .

(c)

	

Conversion of Company.Common Stock . All of the issued and
outstanding shares of Company Common Stock (other than shares to be canceled in accordance
with Section 2 .01(b)) shall be converted into the right to receive $150,000,000, less the
adjustments, if any, provided in Section 2 .02 (as so adjusted, the "Merger Consideration") .
Subject to Section 12 .01(0 , the Merger Consideration shall be payable 50% in cash (the "Cash
Amount") and 50% in a number of shares (the "Share Amount") of Atmos Common Stock,
determined by dividing 50% of the Merger Consideration by the Stock Value, rounded up to the
nearest whole number (the "Atmos Shares") . The Merger Consideration shall be allocated
among the Shareholders and any Permitted Transferees in the manner provided in Section 2.03 .
For the purpose of the foregoing, the "Stock Value" means the average of the closing prices per
share of the Atmos Common Stock as reported for New York Stock Exchange Composite
Transactions for the 20 trading days ending on the date that is five trading days prior to the
Closing Date (the "Average Price") ; provided that if the Average Price is less than $17.65, the
Stock Value shall be $17.65 . Atmos shall promptly deliver notice of the Average Price to the
Shareholders . All shares of Company Common Stock converted in accordance with this Section
2.010c shall no longer be outstanding and shall automatically be canceled and retired and shall
cease to exist, and each holder of a certificate representing any such shares shall cease to have
any rights with respect thereto, except the right to receive the shares of Atmos Common Stock
and cash to be issued or paid in consideration therefor, upon the surrender of such certificate in
accordance with Section 3 .01 , without interest .

2.02

	

Adjustments to Merger Consideration . The Merger Consideration shall be
decreased by the following adjustments (the "Adjustments") :

(a)

	

the amount, if any, by which the aggregate amount of dividends or other
distributions made on the Company Shares after September 30, 2000 through the Closing Date
(which dividends are payable in arrears following the end of each fiscal quarter) exceeds the rate
of $500,000 with respect to each fiscal quarter (or with respect to the Company's first fiscal
quarter, $700,000) (with the dividend payable in respect of any portion of the fiscal quarter that
includes the Closing Date being appropriately prorated) ;

(b)

	

the amount, if any, by which the aggregate amount paid in satisfaction of
claims with respect to the pending lawsuit between the Company and the City of Clarksdale
Public Utility Commission described in Section 4.11 ofthe Disclosure Schedule (the "Clarksdale
Lawsuit") exceeds the Clarksdale Settlement Amount, if such claims are settled prior to the
Closing Date ; and



(c)

	

the amount, if any, by which the amount paid by the Company prior to the
Closing Date in satisfaction of any claim in any of the Actions and Proceedings described in
Section 4.11 ofthe Disclosure Schedule as "Flash Fire / Explosion Claims" or any claim in
respect of occurrences (within the meaning of the Company's insurance policies listed in the
Disclosure Schedule ) of injury to persons or property prior to the Closing Date arising from an
occurrence similar to those in such Actions and Proceedings (the "Flash Fire / Explosion
Claims") exceeds $250,000 per occurrence (exclusive of any amount funded with proceeds from
the Company's insurance policies listed in the Disclosure Schedule or any Replacement Policy) .

2 .03

	

Exchange of Certificates . At the Effective Time, each Shareholder and
Permitted Transferee shall be entitled to receive (i) a certificate or certificates representing such
Shareholder's or Permitted Transferee's pro rata share ofthe Total Issuable Shares as set forth on
Schedule I hereto (as the same may be amended from time to time to reflect the transfer of
Company Shares to one or more Permitted Transferees) plus (ii) cash representing such
Shareholder's or Permitted Transferee's pro rata share ofthe Total Payable Cash as set forth on
Schedule I hereto, reduced, in the case of each Shareholder or Permitted Transferee, by such
Shareholder's or Permitted Transferee's pro rata share of the Escrow Funds (as defined below) as
set forth on Schedule I hereto, to be deposited in escrow as set forth below . As soon as
practicable on the Closing Date after the last to occur of (i) the proper filing of the Mississippi
Articles of Merger with the Mississippi Secretary of State, (ii) the proper filing of the Texas
Articles of Merger with the Texas Secretary of State, and (iii) the proper filing of the Virginia
Articles of Merger with the Virginia Commission (the "Delivery Time"), cash included in the
Total Payable Cash in an amount equal to $10,000,000 (the "Escrow Funds") shall be delivered
by Atmos to an escrow agent selected by Atmos and approved by the Shareholders (which
approval shall not be unreasonably withheld or delayed) (the "Escrow Agent") . The Escrow
Funds shall be held and administered by the Escrow Agent in accordance with the terms and
conditions of an Escrow Agreement to be entered into on the Closing Date by the Shareholders,
any Permitted Transferee, Atmos and the Escrow Agent substantially in the form of Exhibit A
hereto (the "Escrow Agreement"), and the Escrow Funds shall be treated for all purposes of this
Agreement as having been paid to the Shareholders and any Permitted Transferees .

2 .04

	

Withholding Rights . Atmos shall be entitled to deduct and withhold from
the Total Payable Cash otherwise payable pursuant to this Agreement to the Shareholders and
any Permitted Transferees such amounts as Atmos is required to deduct and withhold with
respect to the making of such payment under the Code, or any provision of state or local Tax
Law. To the extent that amounts are so withheld by Atmos, such withheld amounts shall be
treated for all purposes of this Agreement as having been paid to the Shareholders and any
Permitted Transferees .

2.05

	

Share Adjustment . The number and kind of the Total Issuable Shares, and
determinations ofprices associated therewith, shall be subject to such customary adjustments as
shall be determined in good faith by Atmos to reflect any stock splits, reverse stock splits, stock
dividends, reclassifications, recapitalizations, mergers, consolidations or other changes in capital
structure occurring or for which a record date occurs after the date hereof.



Atmos:

Mississippi ;

3 .01

	

Deliveries at Closing .

ARTICLE III
CLOSING DELIVERIES

(a)

	

On the Closing Date, the Company and the Shareholders shall deliver to

(i) -

	

certified copies of the Company's Articles of Incorporation,
Bylaws and all corporate resolutions of the Company with respect to the execution,
delivery and performance of this Agreement and the consummation of the transactions
contemplated hereby (together with an incumbency and signature certificate regarding the
officer(s) signing on behalf of the Company);

(ii)

	

a certificate of good standing for the Company from the State of

(iii)

	

certified copies of all resolutions of the Robert M. Hearin Support
Foundation with respect to the execution, delivery and performance of this Agreement
and the consummation of the transactions contemplated hereby;

(iv)

	

a certified copy of Letters Testamentary issued by the local probate
court with respect to the Estate of Leon Hess ;

(v)

	

a certificate of the trustee(s) of the Twenty-Five Year Charitable
Lead Annuity Trust under the Will of Leon Hess (the "CLAT") with respect to the
existence and irrevocability of the trust, the identity of the trustor(s) and trustee(s), and
the authority of the trustee(s) to bind the trust ;

(vi)

	

certificates representing the Company Shares, together with letters
of transmittal with respect thereto ; and

(vii)

	

such other items as are specified in Article VIII .

(b)

	

Atmos shall deliver :

(i)

	

to the Shareholders on the Closing Date, certified copies of its
Articles of Incorporation, Bylaws and corporate resolutions with respect to the execution,
delivery and performance of this Agreement and the consummation of the transactions
contemplated hereby (together with an incumbency and signature certificate regarding the
officer(s) signing on behalf of Atmos) ;

(ii)

	

to the Shareholders on the Closing Date, certificates of good
standing for Atmos from the State of Texas and the Commonwealth of Virginia ;

(iii)

	

to each Shareholder and Permitted Transferee, as soon as
practicable on the Closing Date after the Delivery Time, a certificate for shares of Atmos



Common Stock in the name of such Shareholder (or its designee) or Permitted Transferee
(or its designee) representing such Shareholder's or Permitted Transferee's pro rata share
of the Total Issuable Shares and an amount of cash representing such Shareholder's or
Permitted Transferee's pro rata share of the Total Payable Cash (less such Shareholder's
or Permitted Transferee's pro rata share of the Escrow Funds) payable by delivery of
immediately available funds to the account as such Shareholder or Permitted Transferee
may reasonably direct by written notice delivered to Atmos by each such Shareholder or
Permitted Transferee at least three Business Days before the Closing Date, in each case to
which such Shareholder or Permitted Transferee is entitled pursuant to Section 2 .03 ;

(iv)

	

to the Escrow Agent, as soon as practicable on the Closing Date
after the Delivery Time, an amount of cash representing the Escrow Funds payable by
delivery of immediately available funds in the manner contemplated by the Escrow
Agreement ; and

(v)

	

such other items as are specified in Article IX .

3.02

	

Bank Accounts . In order to facilitate the transfer of the Total Payable
Cash (less the Escrow Funds) to the Shareholders as soon as practicable on the Closing Date
after the Delivery Time, Atmos and the Shareholders shall use commercially reasonable efforts
to open separate accounts at a bank approved by Atmos and the Shareholders (which approvals
shall not be unreasonably withheld or delayed) so as to permit an intra-bank transfer of such
cash .

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF SHAREHOLDERS

The Shareholders hereby jointly and severally represent and warrant to Atmos as
follows ; provided that any representation or warranty as to any Shareholder shall be deemed
made only by that Shareholder.

4.01

	

Power and Authority. The Robert M . Hearin Support Foundation is duly
organized, validly existing and in good standing under the Laws of the State ofMississippi . John
B. Hess, Nicholas F . Brady, Thomas H. Kean, Burton T. Lelkowitz and John Y. Schreyer have
been duly and validly appointed and are presently acting as the executors of the Estate of Leon
Hess and as trustees of the CLAT, which is a validly existing trust . The Robert M. Hearin
Support Foundation has full power and authority to execute and deliver this Agreement and to
perform its obligations hereunder and to consummate the transactions contemplated hereby. The
executors of the Estate of Leon Hess have full power and authority to execute and deliver this
Agreement and to perform the obligations of the Estate of Leon Hess hereunder and to
consummate the transactions contemplated hereby without the special authorization of the
probate or other court . The trustees of the CLAT have full trust power and authority to execute
and deliver this Agreement and to perform the obligations of the CLAT hereunder and to
consummate the transactions contemplated hereby without the special authorization of any
probate or other court . The execution and delivery by each Shareholder of this Agreement and
the performance by each Shareholder of its obligations hereunder have been duly and validly



authorized by or on behalf of such Shareholder, no other action on the part of such Shareholder
or any beneficiary thereof being necessary . This Agreement has been duly and validly executed
and delivered by each Shareholder and constitutes a legal, valid and binding obligation of such
Shareholder enforceable against such Shareholder in accordance with its terms, except as
enforceability may be limited by bankruptcy, insolvency, reorganization, moratorium or other
similar Laws affecting the enforcement of creditors' rights generally and by general equitable
principles (regardless ofwhether such enforceability is considered in a proceeding in equity or at
law) .

4.02

	

Company's Power and Authority. The Company has full corporate power
and authority to execute and deliver this Agreement, to perform its obligations hereunder and to
consummate the transactions contemplated hereby. The execution and delivery by the Company
of this Agreement, and the performance by the Company of its obligations hereunder, have been
duly and validly authorized by the Board of Directors ofthe Company and by the Shareholders
as the sole shareholders of the Company, no other corporate action on the part of the Company or
its shareholders being necessary . This Agreement has been duly and validly executed and
delivered by the Company and constitutes a legal, valid and binding obligation of the Company
enforceable against the Company in accordance with its terms, except as enforceability may be
limited by bankruptcy, insolvency, reorganization, moratorium or other similar Laws affecting
the enforcement of creditors' rights generally and by general equitable principles (regardless of
whether such enforceability is considered in a proceeding in equity or at law) .

4.03

	

Corporate Existence of the Company. The Company is a corporation,
duly organized, validly existing and in good standing under the Laws of the State ofMississippi,
and has full corporate power and authority to conduct its business as and to the extent now
conducted and to own, use and lease its Assets and Properties . The Company is duly qualified,
licensed or admitted to do business and is in good standing in the State of Mississippi, which is
the onlyjurisdiction in which the ownership, use or leasing of its Assets and Properties, or the
conduct or nature of its business, makes such qualification, licensing or admission necessary,
except for those jurisdictions in which the adverse effects of all such failures by the Company to
be qualified, licensed or admitted and in good standing could not in the aggregate reasonably be
expected to have a material adverse effect on the Business or Condition of the Company .

4 .04

	

Capital Stock. The authorized capital stock of the Company consists
solely of Three Million (3,000,000) shares of Company Common Stock, ofwhich only the
Company Shares have been issued and are outstanding. The Company Shares are duly
authorized, validly issued, outstanding, fully paid and nonassessable and have been issued free of
any pre-emptive rights . Each Shareholder or its Permitted Transferee owns its respective
Company Shares, beneficially and of record, free and clear of all Liens . Except for this
Agreement, there are no outstanding Options with respect to the Company .

4.05

	

Subsidiaries . Each Subsidiary is a corporation validly existing and in
good standing under the Laws of its jurisdiction of incorporation identified in the Disclosure
Schedule , and has full corporate power and authority to conduct its business as and to the extent
now conducted and to own, use and lease its Assets and Properties . Each Subsidiary is duly
qualified, licensed or admitted to do business and is in good standing in those jurisdictions



specified in the Disclosure Schedule , which are the only jurisdictions in which the ownership,
use or leasing of such Subsidiary's Assets and Properties, or the conduct or nature of its business,
makes such qualification, licensing or admission necessary, except for those jurisdictions in
which the adverse effects of all such failures by the Company and the Subsidiaries to be
qualified, licensed or admitted and in good standing could not in the aggregate reasonably be
expected to have a material adverse effect on the Business or Condition of the Company . The
Disclosure Schedule lists for each Subsidiary the amount of its authorized capital stock, the
amount of its outstanding capital stock and the record owners of such outstanding capital stock.
Except as disclosed in the Disclosure Schedule , all of the outstanding shares of capital stock of
each Subsidiary have been duly authorized and validly issued free of any pre-emptive rights, are
fully paid and nonassessable, and are owned, beneficially and of record, by the Company or
Subsidiaries wholly owned by the Company free and clear of all Liens, other than restrictions on
the payment of dividends arising under applicable Law and restrictions on transferability arising
under applicable securities Laws. There are no outstanding Options with respect to any
Subsidiary. Neither the Company nor any Subsidiary owns, or has any Contract to acquire, any
Investment Assets, except as disclosed in the Disclosure Schedule .

4.06

	

No Conflicts .

(a)

	

The execution and delivery by each Shareholder and the Company of this
Agreement do not, and the performance by such Shareholder and the Company of their
respective obligations under this Agreement and the consummation of the transactions
contemplated hereby will not :

(i)

	

conflict with or result in a violation or breach of any of the terms,
conditions or provisions of the instruments of organization or formation of such
Shareholder, the Company or any Subsidiary ;

(ii)

	

subject to obtaining the consents, approvals and actions, making
the filings and giving the notices disclosed in the Disclosure Schedule , conflict with or
result in a violation or breach of, in any material respect, any term or provision of any
Law or Order applicable to such Shareholder, the Company or any Subsidiary or any of
their respective Assets and Properties; or

(iii)

	

except as disclosed in the Disclosure Schedule , (i) conflict with or
result in a violation or breach of, in any material respect, (ii) constitute (with or without
notice or lapse of time or both) a default under, in any material respect, (iii) require such
Shareholder, the Company or any Subsidiary to obtain any consent, approval or action of,
make any filing with or give any notice to any Person as a result or under the terms of,
(iv) result in or give to any Person (with or without notice or lapse of time or both) any
right of termination, cancellation, acceleration or modification in or with respect to, or
(v) result in the creation or imposition of any Lien upon such Shareholder, the Company
or any Subsidiary or any of their respective Assets and Properties under, any Contract or
License to which such Shareholder, the Company or any Subsidiary is a party or by
which any of their respective Assets and Properties is bound .



fib)

	

The execution and delivery by the CLAT of this Agreement does not, and
the performance by the CLAT of its obligations under this Agreement and the consummation of
the transactions contemplated hereby will not, involve a transaction with a "disqualified person",
as such term is defined in Section 4946 of the Code.

4.07

	

Governmental Approvals and Filings . Except (i) for the filing of the
Articles of Merger with the State Agencies, (ii) for the filing of a premerger notification report
by the Company under the HSR Act, (iii) for the approval of the MPSC in accordance with the
1956 Mississippi Public Utility Act, as amended (77-3-1 et seq.), and (iv) as disclosed in the
Disclosure Schedule , no consent, approval or action of, filing with or notice to any
Governmental or Regulatory Authority on the part of any Shareholder, the Company or any
Subsidiary is required in connection with the execution, delivery and performance of this
Agreement or the consummation of the transactions contemplated hereby, except those as would
be required solely as a result of the identity or the legal or regulatory status of Atmos or any of
its Affiliates .

4.08

	

Books and Records . The minute books and other similar records of the
Company and the Subsidiaries as made available to Atmos prior to the execution of this
Agreement contain a true and complete record, in all material respects, of all action taken at all
meetings and by all written consents in lieu of meetings of the shareholders, the boards of
directors and committees of the boards ofdirectors of the Company and the Subsidiaries . The
stock transfer ledgers of the Company and the Subsidiaries as made available to Atmos prior to
the execution of this Agreement accurately reflect all record transfers in the capital stock of the
Company and the Subsidiaries . The books of account of the Company and the Subsidiaries are
complete and correct, in all material respects, and have been maintained, in all material respects,
in accordance with sound business practice and the requirements of Section 13(b)(2) of the
Exchange Act (regardless of whether or not the Company and the Subsidiaries are subject to
such section), including the maintenance of an adequate system of internal controls .

4.09

	

Financial Statements and Condition.

(a)

	

Prior to the execution of this Agreement, the Shareholders have caused the
Company to deliver to Atmos true and complete copies of the following : (i) the audited balance
sheets of the Company and its consolidated subsidiaries as of September 30, 1998, 1999 and
2000, and the related audited consolidated statements of operations, shareholders' equity and
cash flows for each of the fiscal years then ended, including the notes thereto and together with a
true and correct copy of the report on such audited information by Deloitte & Touche LLP, and
all letters from such accountants with respect to the results of such audits ; and (ii) the unaudited
balance sheet ofthe Company and its consolidated subsidiaries as of June 30, 2001 (the "June
30, 2001 Balance Sheet"), and the related unaudited consolidated statements of operations,
shareholders' equity and cash flows for the nine-month period then ended, including the notes
thereto, copies of which are also included in the Disclosure Schedule . Except as set forth in the
notes thereto and as disclosed in the Disclosure Schedule , all such Financial Statements were
prepared in accordance with GAAP and fairly present in all material respects the consolidated
financial condition, results of operations, changes in shareholders' equity and cash flows of the
Company and its consolidated subsidiaries as of the respective dates thereof and for the



respective periods covered thereby, subject, in the case of the interim Financial Statements, to
normal recurring year-end adjustments (the effect ofwhich will not, individually or in the
aggregate, be materially adverse) and the absence of notes (that, ifpresented, would not differ
materially from those included in the latest audited Financial Statements) . Except for those
Subsidiaries listed in the Disclosure Schedule , the financial condition and results of operations of
each Subsidiary are, and for all periods referred to in this Section 4.09 have been, consolidated
with those of the Company.

(b)

	

Except as set forth in the Disclosure Schedule , the Company and the
Subsidiaries have no material Liabilities other than (i) the liabilities reflected in the June 30,
2001 Balance Sheet, (ii) liabilities incurred since the date thereof in the ordinary course of
business consistent with past practices (none of which is materially adverse), and (iii) liabilities
specifically delineated as to nature and amount in the Disclosure Schedule .

(c)

	

Except for the execution and delivery ofthis Agreement and the
transactions to take place pursuant hereto on or prior to the Closing Date and as disclosed in the
Disclosure Schedule , since September 30, 2000, (i) the business of the Company and the
Subsidiaries has been operated in all material respects in the ordinary course consistent with past
practice, (ii) there has not been any material adverse change in the Business or Condition of the
Company, other than those occurring as a result of general economic or financial conditions
affecting the United States as a whole or the region in which the Company and the Subsidiaries
conduct their business or other developments which are not unique to the Company and the
Subsidiaries but also affect other Persons who participate or are engaged in the lines of business
in which the Company and the Subsidiaries participate or are engaged and (iii) the Company and
the Subsidiaries have used their commercially reasonable efforts to preserve their business and
goodwill, including the goodwill of their customers, employees, subcontractors, suppliers,
insurers, regulators and other Persons having business relations with them, and maintained their
assets and property in at least as good an order and condition as existed on such date, reasonable
wear and tear excepted, which is sufficient to continue to conduct their business as heretofore
conducted .

(d)

	

Except as disclosed in the Disclosure Schedule, since September 30,
2000, there has not been, occurred or arisen, whether or not in the ordinary course of business :

(i)

	

any change in or event affecting the Company or any of the
Subsidiaries that has had or is reasonably expected to have a material adverse effect on
the Business or Condition of the Company other than those occurring as a result of
general economic or financial conditions affecting the United States as a whole or the
region in which the Company and the Subsidiaries conduct their business or other
developments which are not unique to the Company and the Subsidiaries but also affect
other Persons who participate or are engaged in the lines ofbusiness in which the
Company and the Subsidiaries participate or are engaged ;

(ii)

	

any casualty, loss, damage or destruction (whether or not covered
by insurance) of any of the Assets and Properties of the Company or any of the
Subsidiaries that has involved or may involve a material loss to any of the Company and



the Subsidiaries in excess of all applicable insurance coverage (excepting deductible
amounts) ;

(iii)

	

any amendment of the Company's Articles of Incorporation or
Bylaws or any charter or bylaws of the Subsidiaries;

(iv)

	

any transaction between the Company or any Subsidiary and any
of the Shareholders ;

(v)

	

any declaration or payment of any dividend or distribution with
respect to capital stock of the Company or any Subsidiary (whether in cash or in kind),
other than dividends to the Company, or redemption, purchase or other acquisition of any
of its capital stock;

(vi)

	

any capital expenditure (or series of related capital expenditures)
by the Company or any Subsidiary outside the ordinary course ofbusiness or inconsistent
with past practice ;

(vii)

	

any increase in the bonus, salaries or other compensation or
benefits of any of the directors, officers, employees, agents or consultants of the
Company or any Subsidiary outside the ordinary course ofbusiness or inconsistent with
past practice or any other change in the employment terms (including severance
provisions) for any of its officers or employees outside the ordinary course of business or
inconsistent with past practice;

(viii)

	

any delay or postponement by the Company or any Subsidiary of
the payment of any accounts payable or other liabilities in a manner inconsistent with the
ordinary course of business or past practice ;

(ix)

	

any assumption, creation, guarantee or incurrence by the Company
or any Subsidiary of any Indebtedness, whether absolute or contingent (other than for
working capital in the ordinary course of business consistent with past practice) ;

(x)

	

any settlement of any lawsuit by the Company or any Subsidiary,
other than settlements that have an immaterial effect upon them ;

(xi)

	

any adverse change, in any material respect, in the Company's rate
base, its rate agreement with the MPSC (including its allowed rate of return, purchased
gas adjustments or weather normalization adjustments), or in rate adjustments ;

(xii)

	

any adverse change in the customer satisfaction surveys or
comparison of rates versus other Southeastern United States gas companies that might
affect the Company's performance adjustment in any material respect ; or

(xiii)

	

any other action by the Company or any Subsidiary which, if taken
after the date hereof, would violate Section 6.07 .



4.10

	

Taxes. Except as disclosed in the Disclosure Schedule :

(a)

	

Each of the Company and the S ,.ibsidiaries has filed (or there has been
filed on their behalf) all Tax Returns required to be filed by or on behalf of each ofthem, or
requests for extensions to file such returns have been timely filed or granted and have not
expired, and all such Tax Returns are complete and accurate in all respects . The Company and
each of the Subsidiaries has paid (or there has been paid on their behalf) all Taxes required to be
paid by them. The Company and each Subsidiary has withheld and paid over all Taxes required
to have been withheld and paid over, and complied with all information reporting and back-up
withholding requirements, including maintenance of required records with respect thereto, in
connection with amounts paid or owing to any employee, creditor, independent contractor or
other third party. The accrual for Taxes in the most recent Financial Statements equals or
exceeds the liability ofthe Company and the Subsidiaries for all Taxes payable by the Company
and the Subsidiaries for all taxable periods and portions thereof accrued through the date of such
Financial Statements . All Taxes of the Company and the Subsidiaries accrued following the end
of the most recent period covered by the Financial Statements have been accrued in the ordinary
course ofbusiness and do not exceed comparable amounts incurred in similar periods in prior
years (taking into account any changes in operating results) . Neither the Company nor any of the
Subsidiaries has taken any action not in accordance with past practice that would have the effect
of deferring a measure of Tax (including income, sales, gross receipts or payroll) from a period
(or portion thereof) ending on or prior to the Effective Time to a period (or portion thereof)
beginning after the Effective Time. No requests for waivers of the time to assess any Taxes
against the Company or any of the Subsidiaries have been granted or are pending . The Company
and the Subsidiaries have complied with all applicable Laws pertaining to Taxes .

(b)

	

Neither the Company nor any of the Subsidiaries is a party to, is bound by,
or has any obligation under, any agreement relating to the allocation or sharing of Taxes or has
any liability for the Taxes of any Person other than the Company or the Subsidiaries, as a
transferee or successor or otherwise (including any liability under Treasury Regulations Section
1 .1502-6 or any similar provision of state, local or foreign Law). Neither the Company nor any
of its Subsidiaries has entered into any closing agreement or any other agreement with any Tax
Authority that remains in effect . Neither the Company or any ofthe Subsidiaries has been a
"distributing corporation" or a "controlled corporation" in connection with a distribution
described in Section 355 of the Code.

(c)

	

Neither the Company nor any ofthe Subsidiaries has ever been a member
of an affiliated group of corporations (within the meaning of Code Section 1504(a)) filing
consolidated Tax Returns, other than the affiliated group of which the Company is the common
parent .

(d)

	

None ofthe assets of the Company or any Subsidiary are treated as "tax-
exempt use property" within the meaning of Section 168(h) of the Code.

(e)

	

Neither the Company nor any Subsidiary is a party to any agreement,
contract, arrangement or plan that has resulted or would result, separately or in the aggregate, in
the payment of (i) any "excess parachute payments" within the meaning of Section 280G of the
Code (without regard to the exception set forth in Section 280G(b)(4) of the Code) or (ii) any

-13-



amount of compensation for which a deduction would be disallowed under Section 162 of the
Code. The Shareholders have approved, in accordance with the requirements of Section 280G of
the Code, the payments under the following agreements, so that the payments under such
agreements will not be treated as "parachute payments" under said Section 280G: (i) the Change
in Control Termination Benefits Agreements dated September 11, 2000, by and between the
Company and Messrs . Hardwick, Anderson, Wise, Langley, Novick and Aven, as amended; (ii)
the Special Retirement Benefit and Severance Agreement dated as ofJanuary 1, 1996, by and
between the Company and Matthew L. Holleman,111, as amended; and (iii) the Supplemental
Pension Benefit Letter Agreement dated February 23, 1994, between the Company and Matthew
L. Holleman, 111, as amended.

(f)

	

Neither the Company nor any Subsidiary has filed any consent agreement
under Section 341(f) of the Code or agreed to have Section 341(f)(2) of the Code apply to any
disposition of a subsection (f) asset (as defined in Section 341(f)(4) of the Code) owned by the
Company or any Subsidiary.

(g)

	

No outstanding material adjustment relating to any Tax Return filed by the
Company or any Subsidiary has been proposed by any Tax authority to the Company or any
Subsidiary.

(h)

	

Neither the Company nor any Subsidiary has agreed to make any
adjustment under Section 481(a) of the Code (or any corresponding provision of state, local or
foreign Tax Law) by reason of a change in accounting method or otherwise . The Company and
the Subsidiaries use the accrual method of accounting for federal income Tax purposes .

(i)

	

No claim has been made by an applicable Tax authority in ajurisdiction
where the Company and the Subsidiaries do not file Tax Returns that the Company or any
Subsidiary is or maybe subject to Tax in that jurisdiction . The Disclosure Schedule contains a
list of all jurisdictions, whether foreign or domestic, to which a Tax is properly payable by the
Company or any Subsidiary .

(j)

	

Neither the Company nor any Subsidiary has, nor has had, a permanent
establishment in any foreign country, as defined in any applicable Tax treaty or convention
between the United States and such foreign country.

(k)

	

None of the Tax Returns filed by the Company or any Subsidiary was
required to contain (in order to avoid the imposition of a penalty and determined without regard
to the ability to file an amended Tax Return at any time after the filing of the original Tax
Return) a disclosure statement under former Section 6661 of the Code or current Section 6662 of
the Code (or any similar provision of state, local or foreign Tax law) .

(1)

	

Neither the Company nor any Subsidiary has ever been a party to a plan or
agreement that could be treated as a partnership for U.S . federal income Tax purposes .

(m)

	

The Company has made available to Atmos true and complete copies of
all income Tax audit reports, statements of deficiency, closing or other agreements received by
the Company or the Subsidiaries relating to Taxes, and all federal and state income or franchise
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Tax Returns for the Company and the Subsidiaries for all open years . No material election with
respect to Taxes has been made in any Tax Return not made available to Atmos.

(n)

	

Neither the Company nor any Shareholder has taken any action that could
prevent the Merger from qualifying as a "reorganization" within the meaning of Section 368 of
the Code.

4 .11

	

Legal Proceedings ; Orders .

(a)

	

Except as disclosed in the Disclosure Schedule , there are no Actions or
Proceedings pending or, to the Knowledge of Shareholders and the Company, threatened against,
relating to or affecting the Company or any Subsidiary or any of their respective Assets and
Properties. There are no Actions or Proceedings pending or, to the knowledge of the
Shareholders, threatened against, relating to or affecting any Shareholder that could reasonably
be expected to prevent or delay the consummation of the Merger or otherwise prevent or delay
such Shareholder from performing its obligations under this Agreement. None of the Actions or
Proceedings disclosed in the Disclosure Schedule has had or could reasonably be expected to
have, individually or in the aggregate with other such Actions or Proceedings, a material adverse
effect on the Business or Condition of the Company or to result in the issuance of an Order
restraining, enjoining or otherwise prohibiting or making illegal the consummation of any of the
transactions contemplated by this Agreement. Except as disclosed in the Disclosure Schedule , to
the Knowledge of the Shareholders and the Company, no event has occurred or circumstance
exists that may give rise to or serve as the basis for any such Action or Proceeding that could
reasonably be expected, individually or in the aggregate with other such Actions or Proceedings,
to have a material adverse effect on the Business or Condition of the Company. The Company
has delivered to Atmos all material pleadings, correspondence and other documents in the
Actions listed in the Disclosure Schedule except for those pleadings, correspondence and other
documents that, in the opinion of counsel to the Company, if delivered to Atmos would cause a
waiver by the Company of an attorney/client privilege .

(b)

	

Except as disclosed in the Disclosure Schedule, none of such Orders has
materially adversely affected or could reasonably be expected, individually or in the aggregate
with other such Orders, to materially adversely affect the Business or Condition of the Company .

4.12

	

Compliance With Laws and Orders ; Regulatory Filings .

(a)

	

Except as disclosed in the Disclosure Schedule, neither the Company nor
any Subsidiary is, or since September 30, 1997 has been, in any material respect, in violation of
or in default under any Law or Order applicable to the Company or any Subsidiary or any of
their respective Assets and Properties . Except as disclosed in the Disclosure Schedule , since
September 30, 1997, neither the Company nor any Subsidiary has received any notice or other
communication from any Governmental or Regulatory Authority regarding any violation of, or
failure to comply with, any Law or Order, in any material respect, or to undertake, or to bear all
or any portion of the cost of, any remedial action or correct any unsafe condition or practice of
any nature with respect thereto or effect a refund to customers or a recall of appliances or other
goods sold to customers .



(b)

	

Neither the Company nor any of its Subsidiaries is a "public utility
company", a "holding company", a "subsidiary company" or an "affiliate" of any holding
company within the meaning of Section 2(a)(5), 2(a)(7), 2(a)(8) or 2(a)(11) of PUHCA,
respectively.

(c)

	

The Company and the Subsidiaries (other than Mississippi Energies, Inc.)
are subject to regulation by the MPSC. Neither the Company nor any Subsidiary is subject to
regulation by FERC as a "natural-gas company" under the Natural Gas Act pursuant to a
Hinshaw exemption .

(d)

	

All material filings required to be made by the Company or any of the
Subsidiaries since December 31, 1996 under applicable federal and state Laws have been filed
with the appropriate federal or state Government or Regulatory Authority (including the MPSC),
as the case may be, including all material written forms, statements, reports and agreements and
all material documents, exhibits, amendments and supplements appertaining thereto, including
all material rates, tariffs, franchises, service agreements and related documents, all ofwhich
filings complied, as oftheir respective dates, with all applicable requirements of the appropriate
statute and the rules and regulations thereunder in all material respects .

(e)

	

Neither the Company, nor any Subsidiary, nor, to the Knowledge ofthe
Shareholders and the Company, any officer, employee or agent thereof, has directly or indirectly
given or agreed to give any gift or similar benefit to any customer, supplier, government
employee, or other Person who was or is in a possible position to help or hinder the Company or
any of the Subsidiaries, which gift or benefit (a) could reasonably be expected to subject the
Company or any of the Subsidiaries to any damages or penalties in any civil or criminal Action
or Proceeding, or (b) could reasonably be expected to have, individually or in the aggregate, a
material adverse effect on the Business or Condition of the Company if not given or continued .

Benefit Plans .

4.13

	

Benefit Plans : ERISA.

(a)

	

The Disclosure Schedule contains a true and complete list of each of the

(b)

	

Except as disclosed in the Disclosure Schedule , neither the Company nor
any Subsidiary maintains or is obligated to provide benefits under any life, medical or health
plan (other than as an incidental benefit under a Qualified Plan) which provides benefits to
retirees or other terminated employees other than benefit continuation rights under the
Consolidated Omnibus Budget Reconciliation of 1985, as amended. The Disclosure Schedule
contains a true and complete list of all retirees and other terminated employees who are receiving
pension or retiree medical benefits as of August 1, 2001 .

(c)

	

Except as disclosed in the Disclosure Schedule , neither the Company, any
Subsidiary, any ERISA Affiliate nor any other corporation or organization controlled by or under
common control with any of the foregoing within the meaning of Section 4001 of ERISA has at
any time contributed to or has any obligation to contribute to or has any liability (contingent or
otherwise) to any "multiemployer plan", as that term is defined in Section 4001 of ERISA.



(d)

	

Each of the Benefit Plans and its administration is currently in compliance
with ERISA and the Code and all other applicable Laws and with any applicable collective
bargaining agreement in all material respects, and no statement, either written or oral, has been
made by the Company or any director or officer of the Company or, to the Knowledge of the
Shareholders and the Company, any other Person with regard to any Benefit Plan that is not in
accordance with the terms of such Plan .

(e)

	

The Company and its Subsidiaries have performed, in all material
respects, all of their obligations under all Benefit Plans, and all contributions and other payments
required to be made by the Company or any Subsidiary to any Benefit Plan with respect to any
period ending before or at or including the Closing Date have been made or reserves adequate for
such contributions or other payments have been or will be set aside therefor and have been or
will be reflected in the Financial Statements in accordance with GAAP.

(f)

	

To the Knowledge of Shareholders and the Company, no transaction
contemplated by this Agreement will result in material liability to the PBGC or otherwise under
Section 302(c)(11), 4062, 4063, 4064 or 4069 of ERISA, or otherwise, with respect to the
Company, any Subsidiary, any ERISA Affiliate or any other corporation or organization
controlled by or under common control with any of the foregoing within the meaning of Section
4001 of ERISA.

(g)

	

There are no pending, or to the Knowledge of Shareholders and the
Company, threatened claims by or on behalf of any Benefit Plan, or by any Person covered
thereby, other than ordinary claims for benefits submitted by participants or beneficiaries, which,
individually or in the aggregate, could result in material liability on the part ofAtmos, the
Company, any Subsidiary or any fiduciary of any such Benefit Plan .

(h)

	

Except as disclosed in the Disclosure Schedule , no employer securities,
employer real property or other employer property is included in the assets of any Benefit Plan .

(i)

	

The Disclosure Schedule correctly sets forth, for each Subject Defined
Benefit Plan, as ofthe last day of the plan year of such plan which coincides with or first
precedes the date of this Agreement, the fair market value of the assets of such plan and the
actuarial present value of the benefit liabilities (as defined in Section 4001(a)(16) of ERISA)
under such plan at such date as established on the basis of the actuarial assumptions to be used to
calculate present values under Section 417(e)(3)(A) of the Code.

The Company has delivered to Atmos :

(i)

	

all documents that set forth the terms of each Benefit Plan and of
any related trust, including (A) all plan descriptions and summary plan descriptions of
Benefit Plans for which Shareholders, the Company or any Subsidiary is required to
prepare, file, and distribute plan descriptions and summary plan descriptions, and (B) all
summaries and descriptions furnished to participants and beneficiaries regarding Benefit
Plans for which a plan description or summary plan description is not required ;



writing;

(ii)

	

all personnel, payroll, and employment manuals and policies ;

(iii)

	

all collective bargaining agreements pursuant to which
contributions have been made or obligations incurred (including both pension and
welfare benefits) by the Company, any Subsidiary and the ERISA Affiliates, and all
collective bargaining agreements pursuant to which contributions are being made or
obligations are owed by such entities ;

(iv)

	

a written description of any Benefit Plan that is not otherwise in

(v)

	

all insurance policies which were purchased by or to provide
benefits under any Benefit Plan currently in force or for which the Company or any
Subsidiary currently has any liability (contingent or otherwise) ;

(vi)

	

all Contracts with third party administrators, actuaries, investment
managers, consultants, and other independent contractors that relate to any Benefit Plan
currently in force or for which the Company or any Subsidiary currently has any liability
(contingent or otherwise) ;

(vii)

	

all reports, including all discrimination testing reports and actuarial
reports, submitted within the four years preceding the date hereof by third party
administrators, actuaries, investment managers, consultants, or other independent
contractors with respect to any Benefit Plan currently in force or for which the Company
or any Subsidiary currently has any liability (contingent or otherwise) ;

(viii)

	

all notifications given within the four years preceding the date
hereof to employees of their rights under Section 601 et seq . of ERISA, Section 4980B of
the Code, Section 9801 et seq . of the Code, and under all other applicable federal and
state laws regulating the notice requirements of Group Health Plans (as defined in
Section 607(1) ofERISA);

(ix)

	

the Form 5500 filed in each of the most recent three plan years
with respect to each Benefit Plan, including all schedules thereto and the opinions of
independent accountants ;

(x)

	

all notices or reports that were given by the Company, any
Subsidiary or any ERISA Affiliate, or any Benefit Plan to the IRS, the PBGC or the
DOL, pursuant to statute, within the four years preceding the date hereof, including
notices that are expressly mentioned elsewhere in this Section 4 .13 ;

(xi)

	

all notices that were given by the IRS, the PBGC, or the DOL to
the Company, any Subsidiary, any ERISA Affiliate, or any Benefit Plan within the four
years preceding the date hereof and



(xii)

	

with respect to Benefit Plans that are Qualified Plans, the most
recent determination letter for each such Plan .

(k)

	

Except as disclosed in the Disclosure Schedule , neither the Company, any
Subsidiary, any ERISA Affiliate nor any Shareholder has engaged in or knowingly permitted to
occur and, to the Knowledge of Shareholders and the Company, no other party has engaged in or
permitted to occur any transaction prohibited by Section 406 of ERISA or "prohibited
transaction" under Section 4975(c) of the Code with respect to any Company Plan, except for
any transactions which are exempt under Section 408 of ERISA or Section 4975 of the Code.

(1)

	

Except for any formal written qualification requirement with respect to
which the remedial amendment period set forth in Section 401 (b) of the Code, and any
regulations, rulings or other IRS releases thereunder, has not expired, (i) each Benefit Plan that is
intended to be a Qualified Plan has received a favorable determination letter from the IRS and is
qualified in form and operation under Section 401 (a) of the Code, and each trust for each such
Plan is exempt from federal income tax under Section 501 (a) ofthe Code, and (ii) no event has
occurred or circumstance exists that gives rise to disqualification or loss of tax-exempt status of
any such Plan or trust.

(m)

	

Except as disclosed in the Disclosure Schedule , each Benefit Plan can be
terminated without payment of any additional contribution or amount and, except for any vesting
of benefits of a Qualified Plan, without the vesting or acceleration of any benefits promised by
such Plan .

(n)

	

Except as disclosed in the Disclosure Schedule , no event has occurred or
circumstance exists that could result in a material increase in premium costs of Benefit Plans that
are insured, or a material increase in benefit costs of such Plans that are self-insured .

(o)

	

Except as disclosed in the Disclosure Schedule , the Company and the
Subsidiaries have the right to modify and terminate benefits as to retirees (other than pensions)
with respect to both retired and active employees .

(p)

	

Except as disclosed in the Disclosure Schedule , the consummation of the
transactions contemplated by this Agreement will not result in the payment, vesting, or
acceleration of any benefit, assuming that no Benefit Plan is terminated, in connection with the
transactions contemplated by this Agreement .

4.14

	

Real Property .

(a)

	

Except as disclosed in the Disclosure Schedule , the Company or a
Subsidiary has good and valid title to or a valid and subsisting leasehold estate in all the real
property, easements, rights ofway and other interests in real property constituting its
transmission, distribution, storage and service systems (the "System Property") other than
imperfections in title or interest that are immaterial to the System Property as a whole and have
not adversely affected the operation of the System Property in the ordinary course of business in
any material respect . The System Property is free and clear of all Liens except for Permitted
Liens and other Liens disclosed in the Disclosure Schedule . There are no Actions or Proceedings
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or other claims pending or, to the Knowledge of the Shareholders and the Company, threatened
against the Company or a Subsidiary asserting that the Company or such Subsidiary does not
have good and valid title to or a valid and subsisting leasehold estate in, as the case may be, any
of the System Property. Except for real property leased to others as disclosed in the Disclosure
Schedule, the Company or a Subsidiary is in possession of each parcel ofreal property owned by
it, together with all buildings, structures, facilities, fixtures and other improvements owned by
Company or a Subsidiary and located thereon . All improvements on such real property lie
wholly within the boundaries of such real property and do not encroach upon the property of, or
otherwise conflict with the property rights of, any other Person in any material respect .

(b)

	

The Company or a Subsidiary has a valid and subsisting leasehold estate
in and the right to quiet enjoyment of the real property interests purported to be leased by it as
lessee for the full term of the lease thereof. The Disclosure Schedule contains a true and
complete list of all such leases . Each such lease is a legal, valid and binding agreement,
enforceable in accordance with its terms, of the Company or a Subsidiary and, to the Knowledge
of Shareholders and the Company, of each other Person that is a party thereto, and except as set
forth in the Disclosure Schedule , there is no default (or any condition or event which, after notice
or lapse oftime or both, would constitute a default) thereunder by the Company or any
Subsidiary or, to the Knowledge of the Shareholders and the Company, any other Person that is a
party thereto . To the Knowledge of Shareholders and the Company, the underground gas storage
horizons ofthe gas storage facilities leased by the Company and any Subsidiary have not been
impaired by directional drilling by the lessors thereof or any unauthorized third parties .

(c)

	

Except as disclosed in the Disclosure Schedule , the improvements on the
System Property or the other real property interests owned or leased by the Company and the
Subsidiaries are in all material respects structurally sound, in good operating condition and in a
state of good maintenance and repair consistent with past custom and practice, ordinary wear and
tear excepted, are adequate and suitable for the purposes for which they are presently being used
and there are no condemnation or appropriation proceedings pending or, to the Knowledge of the
Shareholders and the Company, threatened against any of the System Property or such other real
property interests or the improvements thereon .

4 .15

	

Tangible Personal Property ; Sufficiency .

(a)

	

The Company or a Subsidiary is in possession ofand has good and valid
title to, or has valid leasehold interests in or valid rights under Contract to use, all material
tangible personal property used in or necessary to the conduct ofthe business of the Company
and the Subsidiaries as currently conducted, including the personal property reflected in the June
30, 2001 Balance Sheet other than those disposed of since June 30 , 2001, in the ordinary course
of business consistent with past practice . All such tangible personal property is free and clear of
all Liens, other than Permitted Liens or Liens disclosed in the Disclosure Schedule , and is in all
material respects in good order and condition, ordinary wear and tear excepted, in safe operating
condition and adequate and suitable for the purposes for which they are presently being used .
Since September 30, 1997, the safety or operating condition has not been the subject of any
Action or Proceeding or been the basis for any citation, fine or notice from any Governmental or
Regulatory Authority, except as set forth in the Disclosure Schedule . The Disclosure Schedule
correctly discloses, by type, the composition of the Company's transmission, distribution and
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service lines . The Company has made available to Atmos all MPSC inspection records or
reports, leak history reports and unaccounted for gas records, in each case for the last five years,
regarding its transmission, distribution and service lines .

(b)

	

The Assets and Properties of the Company and the Subsidiaries are
sufficient in all material respects for the continued conduct of the business of the Company and
the Subsidiaries as currently conducted . The cast iron and steel pipe included in the System
Property have sufficient capacity and other features required for the operation of the System
Property in accordance with Good Utility Practice .

(c)

	

Except as set forth in the Disclosure Schedule , to the Knowledge ofthe
Shareholders and the Company, the costs to replace the Company's remaining cast iron pipe
included in the System Property will not exceed in any material respect the amount therefor set
forth in the Disclosure Schedule .

4 .16

	

Intellectual Property Rights

	

The Disclosure Schedule discloses all
material Intellectual Property used in the business of the Company and the Subsidiaries, each of
which the Company or a Subsidiary either has all right, title and interest in or a valid and binding
rights under Contract to use . Such Intellectual Property is sufficient for the continued conduct of
the business of the Company and the Subsidiaries as currently conducted . Except as disclosed in
the Disclosure Schedule , (i) all registrations with and applications to Governmental or
Regulatory Authorities in respect of Intellectual Property owned by the Company or a Subsidiary
as disclosed in the Disclosure Schedule are valid and in full force and effect, (ii) there are no
material restrictions on the direct or indirect transfer of any Contract, or any interest therein, held
by the Company or any Subsidiary in respect of Intellectual Property disclosed in the Disclosure
Schedule , (iii) neither the Company nor any Subsidiary is in default (or with the giving of notice
or lapse of time or both, would be in default) under any Contract to use the Intellectual Property
disclosed in the Disclosure Schedule in any material respect, (iv) to the Knowledge of
Shareholders and the Company, the Intellectual Property disclosed in the Disclosure Schedule is
not being infringed by any other Person in any material respect, and (v) the use of such
Intellectual Property by and the conduct of the business of the Company and the Subsidiaries do
not infringe on the Intellectual Property rights of any other Person in any material respect . None
of the Shareholders, the Company nor any Subsidiary has received any notice or other
communication that the Company or any Subsidiary is infringing any Intellectual Property of any
other Person, and no claim is pending or has been made to such effect that has not been resolved .

4.17 Contracts .

(a)

	

The Disclosure Schedule contains a true and complete list of each of the
following Contracts, to which the Company or any Subsidiary is a party or by which any of their
respective Assets and Properties is bound:

(i)

	

all Contracts (excluding Benefit Plans) providing for a
commitment of employment or consultation services for a specified or unspecified term
or otherwise relating to employment or the termination of employment, the name,
position and rate of compensation of each party to each such Contract and the expiration
date of each such Contract ;
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(ii)

	

all Contracts with any Person containing any provision or covenant
prohibiting or materially limiting the ability of the Company or any Subsidiary to engage
in any business activity or compete with any Person or prohibiting or limiting the ability
of any Person to compete with the Company or any Subsidiary;

(iii)

	

all partnership, joint venture, shareholders' or other similar
Contracts with any Person ;

(iv)

	

all Contracts relating to Indebtedness of the Company or any
Subsidiary in excess of $100,000 (other than Indebtedness owing to the Company or any
wholly-owned Subsidiary) ;

(v)

	

all Contracts with distributors, dealers, manufacturer's
representatives, sales agencies or franchisees which in any case involve a binding
payment or obligation, pursuant to the terms of any such Contract, by or to the Company
or any Subsidiary of more than $100,000 annually;

(vi)

	

all Contracts for gas supply, transportation or storage (and
commodity, hedge or similar arrangements in respect thereof) or to provide or receive
services from or to any other local distribution company which in any case involve a
binding payment or obligation, pursuant to the terms of any such Contract, by or to the
Company or any Subsidiary of more than $100,000 annually ;

(vii)

	

all Contracts involving take-or-pay obligations with respect to gas
purchases or gas marketing; and all Contracts involving weather hedges ;

(viii)

	

all Contracts relating to (A) the future disposition or acquisition of
any Assets and Properties individually or in the aggregate material to the Business or
Condition of the Company, other than dispositions or acquisitions in the ordinary course
of business consistent with past practice, (B) any merger or other business combination
(other than this Agreement), (C) the construction of any plant, pipeline, facility or other
material capital improvement or (D) the acquisition of all or substantially all of the Assets
and Properties of any Person or division or line of business of any Person ;

(ix)

	

all collective bargaining or similar labor Contracts ;

(x)

	

all Contracts (other than this Agreement) that (A) limit or contain
restrictions on the ability of the Company or any Subsidiary to declare or pay dividends
on, to make any other distribution in respect of or to issue or purchase, redeem or
otherwise acquire its capital stock, to incur Indebtedness, to incur or suffer to exist any
Lien, to change the lines ofbusiness in which it participates or engages or to engage in
any merger or other business combination or (B) require the Company or any Subsidiary
to maintain specified financial ratios or levels of net worth or other indicia of financial
condition ;



(xi)

	

all other Contracts (other than Benefit Plans, leases listed in the
Disclosure Schedule and insurance policies listed in the Disclosure Schedule) that (A) in-
volve a binding payment or obligation, pursuant to the terms of any such Contract, by or
to the Company or any Subsidiary of more than $100,000 annually and (B) cannot be
terminated within 60 days after giving notice oftermination without resulting in any
material cost or penalty to the Company or any Subsidiary; and

(xii)

	

all other Contracts the loss of which would have a material adverse
effect on the Business or Condition of the Company.

(b)

	

Each Contract required to be disclosed in the Disclosure Schedule is in full
force and effect and constitutes a legal, valid and binding agreement, enforceable in accordance
with its terms in all material respects, of the Company or a Subsidiary and, to the Knowledge of
Shareholders and the Company, of each other party thereto ; and except as disclosed in the
Disclosure Schedule , neither the Company, any Subsidiary nor, to the Knowledge of
Shareholders and the Company, any other party to such Contract is in violation or breach of or
default under any such Contract (or with notice or lapse of time or both, would be in violation or
breach of or default under any such Contract) in any material respect . Complete and correct
copies of all such Contracts have been delivered to Atmos .

4 .18

	

Licenses . The Company and the Subsidiaries have all material Licenses
required for the conduct of their business, and the ownership and operation oftheir Assets and
Properties as currently conducted, owned and operated . The Disclosure Schedule contains a true
and complete list of all such Licenses (and all pending applications for any such Licenses),
setting forth the grantor, the grantee, the function and the expiration and renewal date of each.
Except as disclosed in the Disclosure Schedule :

(a)

	

the Company or a Subsidiary owns or validly holds all such Licenses ;

(b)

	

each such License is valid, binding and in full force and effect; and

(c)

	

neither the Company nor any Subsidiary is, or since September 30, 1997
has been, in default (or with the giving of notice or lapse of time or both, would be in default)
under any such License in any material respect .

Except as disclosed in the Disclosure Schedule , neither the Company nor any Subsidiary has
received any notice or other communication from any Governmental or Regulatory Authority
regarding any material violation or failure to comply with any term or requirement of any
License or any actual proposed, possible or potential revocation, withdrawal, suspension,
cancellation, termination ofor modification to any License .

4.19

	

Insurance . The Disclosure Schedule contains a true and complete list of
all material insurance policies in effect, currently or since September 30, 1997 (or in the case of
the Company's liability policies, since June 1, 1989), that insure the business, operations or
employees ofthe Company or any Subsidiary or affect or relate to the ownership, use or
operation of any ofthe Assets and Properties of the Company or any Subsidiary and that have



been issued to the Company or any Subsidiary . True and correct copies of all such policies, and
all pending applications for policies of insurance, have been delivered to Atmos . Each such
policy is valid and binding and in full force and effect, no premiums due thereunder have not
been paid, all claims thereunder have been timely made in accordance with the terms thereof,
and neither the Company nor any Subsidiary has received notice or other communication of any
(i) cancellation or termination in respect of any such policy, (ii) default by the Company or any
Subsidiary in respect of any such policy, (iii) refusal of coverage, (iv) claim that defense under
any such policy will be afforded with reservation of rights or (v) claim that any such policy will
not be renewed . None of such policies provide for any retrospective premium adjustment or
other experience-based liability on the part of the Company or any Subsidiary . Other than the
deductibles provided in such policies, neither the Company nor any Subsidiary has any self-
insurance arrangement or any Contract, other than a policy of insurance, for the transfer or
sharing of risk by or with the Company or any Subsidiary . The Disclosure Schedule sets forth
for each liability policy (i) by year, for the current policy year and each of the preceding policy
years beginning on or after June 1, 1989, a summary of the loss experience, a list of claims
reported to the Company or any Subsidiary and claims reported to the insurance carriers, and
(ii) as of the date hereof, a list of open claims .

4 .20

	

Affiliate Transactions . Except as disclosed in the Disclosure Schedule , (i)
there is no Indebtedness between the Company or any Subsidiary, on the one hand, and any
Shareholder or any Affiliate (other than the Company or any Subsidiary) of such Shareholder, on
the other, (ii) none of the Shareholders nor any such Affiliate provides or causes to be provided
any assets, services or facilities to the Company or any Subsidiary, and (iii) neither the Company
nor any Subsidiary provides or causes to be provided any assets, services or facilities to any
Shareholder or any such Affiliate . Except as disclosed in the Disclosure Schedule, each of the
Liabilities and transactions listed in the Disclosure Schedule was incurred or engaged in, as the
case may be, on an arm's-length basis and in the ordinary course ofbusiness .

4.21

	

Labor Relations . Except as disclosed in the Disclosure Schedule :

(a)

	

No employee of the Company or any Subsidiary is presently a member of
a collective bargaining unit and, to the Knowledge of Shareholders and the Company, there are
no overtly threatened attempts to organize for collective bargaining purposes any additional
employees of the Company or any Subsidiary. Since September 30, 1997, there has been no
work stoppage, strike, slow down or other concerted action by employees of the Company or any
Subsidiary which materially adversely affected the Company or any Subsidiary.

(b)

	

There is no controversy pending or, to the Knowledge of Shareholders and
the Company, threatened between the Company or any Subsidiary and any of their respective
employees . There is no basis for any claim, grievance, arbitration, negotiation, suit, action or
charge of or by any employee of the Company or any Subsidiary, and no complaint is pending
against the Company or any Subsidiary before the National Labor Relations Board or any other
Governmental or Regulatory Authority . The Company and the Subsidiaries have complied, in
respect of their employees, in all material respects with all applicable Laws, including those
related to equal employment opportunity, non-discrimination, immigration, wages, hours,
benefits, collective bargaining, the payment of social security and similar Taxes, occupational
health and safety, and plant closing .



(c)

	

The Company has furnished Armes with copies of all claims, complaints,
reports or other documents in the Company's files concerning the Company or any of the
Subsidiaries or their employees made by or against the Company or any Subsidiary during the
past five years pursuant to workers' compensation laws, Title VII of the Civil Rights Act of
1964, the Occupational Safety and Health Act of 1970, the National Labor Relations Act of 1935
or any other Laws relating to employment of labor .

4.22

	

Environmental Matters . Except as described in the Disclosure Schedule :

(a)

	

Each of the Company and the Subsidiaries has obtained all material
Licenses which are required under applicable Environmental Laws in connection with the
conduct ofthe business or operations of the Company or such Subsidiary. Each of such Licenses
is in full force and effect and each of the Company and the Subsidiaries is in compliance, in all
material respects, with the terms and conditions of all such Licenses and with any applicable
Environmental Law.

(b)

	

No oral or written notification of a Release of a Hazardous Material has
been filed by or on behalf of the Company or any Subsidiary ; nor, to the Knowledge of the
Shareholders and the Company, have any events occurred that would have required such a
notice . To the Knowledge of Shareholders and the Company, no site or facility now or
previously owned, operated or leased by the Company or any Subsidiary is listed or proposed for
listing on the NPL, CERCLIS or any similar state or local list of sites requiring investigation or
clean-up . Neither the Company nor any Subsidiary has transported wastes to or arranged for
disposal of wastes at any such listed site .

(c)

	

To the Knowledge of the Shareholders and the Company, there have been
no material environmental investigations, studies, audits, tests, reviews other analyses conducted
by, or that are in the possession of, the Company or any Subsidiary in relation to any site or
facility now or previously owned, operated or leased by the Company or any Subsidiary which
have not been delivered to Atmos prior to the date hereof.

(d)

	

Neither the Company, the Subsidiaries, nor, to the Knowledge of
Shareholders or the Company, any previous occupant, owner, tenant, or user of the real property
owned by the Company and the Subsidiaries, has received any written notice, demand, letter,
claim or request for information alleging that it may be in violation of or liable under any
Environmental Law or License .

(e)

	

Neither the Company nor any Subsidiary has entered into or agreed to any
Order, and is not subject to any outstanding Order, relating to compliance with or liability under
any Environmental Law. Neither the Company nor any Subsidiary is subject to any indemnity or
other agreement with any third party relating to liability under any Environmental Law.

(f)

	

The real property owned or leased by the Company and the Subsidiaries
(including soils, groundwater, surface water, buildings and other structures) is not contaminated
with any Hazardous Materials, in any material respect ; and, to the Knowledge of the
Shareholders and the Company, no event has occurred or circumstance exists that presents an
imminent threat of a future Release of any Hazardous Materials on such real property.



(g)

	

To the Knowledge of the Shareholders and the Company, there are no
circumstances or conditions involving the Company or any Subsidiary that could reasonably be
e e)ected to constitute a violation of the Environmental Laws or result in claims, liability,
investigations or costs under the Environmental Laws, or which could reasonably be expected to
result in restrictions on the ownership, use or transfer of any of its Assets and Properties,
pursuant to any Environmental Law.

(h)

	

Neither the Company nor any Subsidiary has disposed or arranged for
disposal of Hazardous Materials on any third party property that, to the Knowledge of the
Shareholders and the Company, could be reasonably expected to subject the Company or any
Subsidiary to material liability under any Environmental Law.

(i)

	

To the Knowledge of the Shareholders and the Company, no underground
storage tanks, asbestos-containing material or polychlorinated biphenyls have ever been located
on real property owned, leased or used by the Company or any Subsidiary.

Q)

	

To the Knowledge of the Shareholders and the Company, the
representations and warranties in this Section 4 .22 are also correct and complete with respect to
all real property that the Company and the Subsidiaries previously owned, leased or used through
the time that the Company's or respective Subsidiary's ownership, lease, or use ceased .

(k)

	

Neither the Shareholders, the Company nor any Subsidiary is required to
make any filings under any Environmental Law in connection with the transactions contemplated
hereby .

(1)

	

The representations and warranties set forth in this Section 4.22 constitute
the exclusive representations and warranties of the Shareholders under this Agreement with
respect to any License issued under, or violation of, or liability arising under, any Environmental
Law.

4.23

	

Information Supplied . Neither the Disclosure Schedule nor the
information supplied or to be supplied in writing by or on behalfof Shareholders or the
Company and the Subsidiaries for inclusion in any documents to be filed by the Company,
Shareholders or Atmos with any Governmental or Regulatory Authority in connection with this
Agreement and the transactions contemplated hereby contain or will, on the date of its filing,
contain any untrue statement of a material fact or omit to state any material fact required to be
stated therein or necessary in order to make the statements therein, in light ofthe circumstances
under which they are made, not misleading

4.24

	

Brokers . Except for Goldman, Sachs & Co., whose fees, commissions and
expenses are the sole responsibility of Shareholders, all negotiations relative to this Agreement
and the transactions contemplated hereby have been carried out by the Shareholders directly with
Atmos without the intervention of any Person on behalf of the Shareholders in such manner as to
give rise to any valid claim by any Person against Atmos, the Company or any Subsidiary for a
finder's fee, brokerage commission or similar payment .



4.25

	

Certain Securities Matters .

(a)

	

The Shareholders understand that the Atmos Shares will be issued without
registration under the Securities Act, in reliance upon exemptions from registration under the
Securities Act including the safe harbor provided by Regulation D promulgated under Section
4(2) of the Securities Act. The Shareholders understand that such exemptions depend in part
upon, and such shares will be issued in reliance on, the representations and warranties made by
the Shareholders in this Section 4.25 .

(b)

	

Each of the Shareholders will acquire the Atmos Shares for its own
respective account for investment purposes only and not with a view to resale or other
distribution thereof, in whole or in part, except as contemplated by the Registration Rights
Agreement; provided, however, that, subject to the terms hereof, the disposition of its property
shall at all times be within their control ; and the Shareholders will not assign, sell, hypothecate or
otherwise transfer the Atmos Shares unless (i)(a) a registration statement is in effect under the
Securities Act with respect to such shares or (b) a written opinion of counsel acceptable to Atmos
is obtained to the effect that no such registration is required, and (ii) they have complied with all
applicable holding periods imposed by the Securities Act (and the regulations thereunder) . The
Shareholders acknowledge that a restrictive legend to such effect will be placed on the
certificates representing the Atmos Shares and a notation will be made in the appropriate records
of Atmos indicating that the Antics Shares are subject to such restrictions on transfer .

(c)

	

Each of the Shareholders qualifies as an "accredited investor" within the
meaning of Rule 501 under the Securities Act, because it has total assets exceeding $5,000,000 .

(d)

	

Each of the Shareholders acknowledges that it :

(i)

	

has been furnished with the articles of incorporation and bylaws of
Atmos and the Atmos SEC Reports and is capable of understanding and evaluating the
risks of acquiring the Atmos Shares ;

(ii)

	

has been given the opportunity to ask questions of, and receive
answers from, Atmos and its officers and employees concerning the terms and conditions
of the acquisition of the Atmos Shares and other matters pertaining to an investment in
the Atmos Shares, has been given the opportunity to obtain such additional information
necessary to evaluate the merits and risks of acquiring the Atmos Shares to the extent
Atmos possesses such information ;

(iii)

	

has not relied upon any representations or warranties or other
information (whether oral or written) from Atmos or its directors, officers or Affiliates,
or from any other Persons, other than the representations and warranties of Antics made
in this Agreement;

(iv)

	

is familiar with the nature of and risks attendant to investments in
the business of Atmos and securities in general and has carefully considered and has, to
the extent it believes such discussion necessary, discussed with its professional legal,
financial and tax advisers the suitability ofan investment in the Atmos Shares for its



financial and tax situations, consistent with the fiduciary duties applicable to the
management and conduct of its affairs, and has determined that the Atmos Shares are a
suitable investment for it .

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF ATMOS

Atmos hereby represents and warrants to the Shareholders, any Permitted
Transferees and the Company as follows :

5.01

	

Corporate Existence . Atmos is a corporation validly existing and in good
standing under the Laws ofthe State of Texas and the Commonwealth of Virginia .

5.02

	

Authority . Atmos has full corporate power and authority to execute and
deliver this Agreement, to perform its obligations hereunder and to consummate the transactions
contemplated hereby . The execution and delivery by Atmos of this Agreement, and the
performance by Atmos of its obligations hereunder, have been duly and validly authorized by the
Board ofDirectors of Atmos, no other corporate action on the part of Atmos or its shareholders
being necessary . This Agreement has been duly and validly executed and delivered by Atmos
and constitutes a legal, valid and binding obligation of Atmos enforceable against Atmos in
accordance with its terms, except as enforceability may be limited by bankruptcy, insolvency,
reorganization, moratorium or other similar Laws affecting the enforcement of creditors' rights
generally and by general equitable principles (regardless of whether such enforceability is
considered in a proceeding in equity or at law) .

5 .03

	

No Conflicts . The execution and delivery by Atmos of this Agreement do
not, and the performance by Atmos of its obligations under this Agreement and the
consummation of the transactions contemplated hereby will not :

(a)

	

conflict with or result in a violation or breach of any of the terms,
conditions or provisions of the Articles of Incorporation or Bylaws of Atmos;

(b)

	

subject to obtaining the consents, approvals and actions, making the filings
and giving the notices disclosed in Schedule 5.04 hereto, conflict with or result in a violation or
breach of, in any material respect, any term or provision of any Law or Order applicable to
Antics or any of its Assets and Properties; or

(c)

	

except as disclosed in Schedule 5 .03 hereto, (i) conflict with or result in a
violation or breach of, in any material respect, (ii) constitute (with or without notice or lapse of
time or both) a default under, in any material respect, (iii) require Atmos to obtain any consent,
approval or action of, make any filing with or give any notice to any Person as a result or under
the terns o£, (iv) result in or give to any Person (with or without notice or lapse of time or both)
any right oftermination, cancellation, acceleration or modification in or with respect to, or (v)
result in the creation or imposition of any Lien upon Atmos or any of its Assets or Properties
under, any Contract or License to which Atmos is a party or by which any of its Assets and
Properties is bound . .



5 .04

	

Governmental Approvals and Filings . Except (i) for the filing of the
Articles ofMerger with the State Agencies, (ii) for the filing of a premerger notification report
by Atmos under the HSR Act, (iii) for the approval of the MPSC in accordance with the 1956
Mississippi Public Utility Act, as amended (77-3-1 et seq.), (iv) for the approvals of the issuance
of the Atmos Shares by Governmental or Regulatory Authorities in the States of Colorado,
Georgia, Illinois, Kentucky and Virginia, (v) for a waiver in respect of the Merger by the
Governmental or Regulatory Authorities in the State of Iowa, and (vi) as disclosed in
Schedule 5 .04 hereto, no consent, approval or action of, filing with or notice to any
Governmental or Regulatory Authority on the part of Atmos is required in connection with the
execution, delivery and performance of this Agreement or the consummation of the transactions
contemplated hereby, except those as would be required solely as a result of the identity or the
legal or regulatory status of Shareholders or their respective Affiliates (other than the Company
or the Subsidiaries) .

5 .05

	

Capitalization . The entire authorized capital stock of Atmos consists of
100,000,000 shares of Atmos Common Stock . As of September 20, 2001, (i) 40,774,510 shares
of Atmos Common Stock are issued and outstanding, all of which are duly authorized, validly
issued, fully paid and nonassessable and free ofstatutory pre-emptive rights, and (ii) no shares of
Atmos Common Stock are held in the treasury of Atmos . As of the date hereof, other than
options granted by Atmos under its 1998 Long-Term Incentive Plan and the Long-Term Stock
Plan for the United Cities Gas Company Division and stock units under its Equity Incentive and
Deferred Compensation Plan for Non-Employee Directors or as described in the Atmos SEC
Reports, there are no Options with respect to Atmos. There are no obligations, contingent or
otherwise, ofAtmos to repurchase, redeem or otherwise acquire any shares of Atmos Common
Stock .

5 .06

	

Atmos Shares . The Atmos Shares have been duly authorized and, when
issued in accordance with this Agreement, will be (a) validly issued, fully paid and
nonassessable, free ofpre-emptive rights, and (b) listed on the New York Stock Exchange .

5 .07

	

SEC Filings ; Financial Statements ; No Adverse Change.

(a)

	

Atmos has filed all forms, reports and documents required to be filed with
the SEC since September 30, 1999, and has heretofore delivered to the Shareholders, in the form
filed with the SEC, (i) its Annual Reports on Form 10-K for the fiscal years ended September 30,
1999 and 2000, (ii) its Quarterly Reports on Form 10-Q for the periods ended December 31,
2000, March 31, 2001, and June 30, 2001, (iii) all proxy statements relating to Atmos' meetings
of shareholders (whether annual or special) held since September 30, 2000, (iv) all Forms 8-K
filed by Atmos with the SEC since September 30, 2000, (v) all other reports or registration
statements filed by Atmos with the SEC since September 30, 1999, and (vi) all amendments and
supplements to all such reports and registration statements filed by Atmos with the SEC since
September 30, 1999 (collectively, the "Atmos SEC Reports" ) . The Atmos SEC Reports are all
the documents (other than preliminary material) that Atmos and its subsidiaries were required to
file with the SEC since September 30, 1999 . The Atmos SEC Reports were prepared in
substantial compliance, in all material respects, with the requirements ofthe Securities Act or the
Exchange Act, as the case may be, and did not at the time they were filed contain any untrue
statement of a material fact or omit to state a material fact required to be stated therein or
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necessary in order to make the statements therein, in the light of the circumstances under which
they were made, not misleading .

(b)

	

Atmos has heretofore delivered to the Shareholders its audited
consolidated financial statements ofAtmos and its subsidiaries (together with the notes thereto)
for its fiscal years ended September 30, 1999 and 2000 and its unaudited consolidated financial
statements for the period ended June 30, 2001 . All such financial statements and all other
financial statements included in the Atmos SEC Reports (the "Atmos Financial Statements")
have been prepared in accordance with generally accepted accounting principles applied on a
consistent basis throughout the periods covered thereby and complied as to form, in all material
respects, with the published rules and regulations of the SEC with respect thereto . The Atmos
Financial Statements (together with the notes thereto) fairly, in all material respects, present the
financial condition and results of operations and cash flows of Atmos and its subsidiaries on a
consolidated basis at the dates and for the periods set forth therein (subject, in the case of any
such financial statements that are unaudited, to year-end adjustments in such amount and of such
type as are or will be consistent with adjustments made in prior fiscal years) .

(c)

	

Except as disclosed in the Atmos SEC Reports, since September 30, 2000,
there has not occurred or arisen, whether or not in the ordinary course of business, any change in
or event affecting Atmos or any of its subsidiaries that has had or is reasonably expected to have
a material adverse effect on the business, assets, liabilities, financial condition or results of
operations ofAtmos and its subsidiaries taken as a whole, other than those occurring as a result
ofgeneral economic or financial conditions affecting the United States as a whole or the region
in which Atmos and its subsidiaries conduct their business or other developments which are not
unique to Atmos and its subsidiaries but also affect other Persons who participate or are engaged
in the lines of business in which Atmos and its subsidiaries participate or are engaged .

5.08

	

Legal Proceedings . There are no Actions or Proceedings pending or, to
the Knowledge of Atmos, threatened against, relating to or affecting Atmos or any of its Assets
and Properties which could reasonably be expected to result in the issuance of an Order
restraining, enjoining or otherwise prohibiting or making illegal the consummation of any of the
transactions contemplated by this Agreement.

5 .09

	

Financing . Atmos has sufficient cash and/or available credit facilities to
pay the Total Payable Cash and to make all other necessary payments of fees and expenses in
connection with the transactions contemplated by this Agreement .

5 .10

	

Information Supplied . The information supplied or to be supplied in
writing by or on behalf of Atmos for inclusion in any documents to be filed by the Company,
Atmos, or Shareholders with any Governmental or Regulatory Authority in connection with this
Agreement and the transactions contemplated hereby will not, on the date of its filing, contain
any untrue statement of a material fact or omit to state any material fact required to be stated
therein or necessary in order to make the statements therein, in light of the circumstances under
which they are made, not misleading .

5.11

	

Brokers . Except for Merrill Lynch & Co., whose fees, commissions and
expenses are the sole responsibility of Atmos, all negotiations relative to this Agreement and the
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transactions contemplated hereby have been carried out by Atmos directly with Shareholders and
the Company without the intervention of any Person on behalf of Atmos in such manner as to
give rise to any valid claim by any Person against Shareholders, the Company or any Subsidiary
for a finder's fee, brokerage commission or similar payment.

ARTICLE VI
COVENANTS OF SHAREHOLDERS AND THE COMPANY

Each ofthe Shareholders and the Company covenants and agrees with Atmos
that, at all times from and after the date hereof, it will comply with all covenants and provisions
ofthis Article VI, except to the extent Atmos may otherwise consent in writing .

6.01

	

Regulatory and Other Approvals . The Shareholders and the Company
will, and will cause the Subsidiaries to, as promptly as practicable (a) take all commercially
reasonable steps necessary or desirable to obtain all consents, approvals or actions of, make all
filings with and give all notices to Governmental or Regulatory Authorities or any other Person
required of any such Shareholder, the Company or any Subsidiary to consummate the
transactions contemplated hereby, including those described in the Disclosure Schedule ,
(b) provide such other information and communications to such Governmental or Regulatory
Authorities or other Persons as such Governmental or Regulatory Authorities or other Persons
may reasonably request in connection therewith and (c) provide reasonable cooperation to Atmos
in connection with the performance of its obligations under Sections 7 .01 and 7.02 .
Shareholders will provide prompt notification to Atmos when any such consent, approval, action,
filing or notice referred to in clause (a) above is obtained, taken, made or given, as applicable,
and will advise Atmos of any communications (and, unless precluded by Law, provide copies of
any such communications that are in writing) with any Governmental or Regulatory Authority or
other Person regarding any of the transactions contemplated by this Agreement.

6.02

	

HSR Filings . In addition to and not in limitation of the covenants
contained in Section 6.01 , the Shareholders and the Company will, and will cause the
Subsidiaries to, (a) take promptly all actions necessary to make the filings required of any
Shareholder, the Company or their Affiliates under the HSR Act, (b) comply at the earliest
practicable date with any request for additional information received by any such Shareholder,
the Company or their Affiliates from the Federal Trade Commission or the Antitrust Division of
the Department ofJustice pursuant to the HSR Act and (c) cooperate with Atmos in connection
with Atmos's filing under the HSR Act and in connection with resolving any investigation or
other inquiry concerning the transactions contemplated by this Agreement commenced by either
the Federal Trade Commission or the Antitrust Division of the Department of Justice or state
attorneys general .

6 .03

	

Investigation by Atmos . The Shareholders and the Company will, and
will cause the Subsidiaries to, (a) provide Atmes and its officers, employees, counsel,
accountants, financial advisors, consultants and other representatives (together,
"Representatives") with full access, upon reasonable prior notice and during normal business
hours, to all officers, employees, agents and accountants of the Company and the Subsidiaries
and their Assets and Properties and Books and Records, but only to the extent that such access



does not unreasonably interfere with the business and operations of the Company and the
Subsidiaries, (b) in connection with and during the preparation of the audited financial
statements of the Company and its consolidated subsidiaries, permit Atmos, its independent
accounting firm and its representatives to examine and (unless prohibited by applicable
accounting standards, in the case of work papers and other documents prepared by the
Company's independent accountants) make copies ofthe work papers and other documents that
are generated or reviewed ; and to consult with the Company's independent accounting firm after
signing a reasonable nondisclosure and indemnification letter, (c) furnish Atmos with all material
pleadings, correspondence and other documents in the Actions or Proceedings listed in the
Disclosure Schedule, except for those pleadings, correspondence and other documents that, in
the opinion of counsel of the Company, if delivered to Atmos would cause a waiver by the
Company of an attorney,/client privilege, and (d) furnish Atmos and such other Persons with all
such other information and data (including copies of Contracts, Benefit Plans and other Books
and Records) concerning the business and operations of the Company and the Subsidiaries as
Atmos or any of such other Persons reasonably may request in connection with such
investigation, except to the extent that furnishing any such information or data would violate any
Law, Order, Contract or License applicable to the Company or any Subsidiary or by which any
of their respective Assets and Properties is bound .

6.04

	

No Solicitations ; Permitted Transfer of Company Shares . Except as set
forth in the following sentence, the Shareholders and the Company will not take, nor will they
permit the Subsidiaries or any of their Affiliates (or authorize or permit any investment banker,
financial advisor, attorney, accountant or other Person retained by or acting for or on behalf of
such Shareholder, the Company, the Subsidiaries or any such Affiliate) to (i) take, directly or
indirectly, any action to solicit, encourage, receive, negotiate, assist or otherwise facilitate
(including by furnishing information with respect to the Company or any Subsidiary or
permitting access to the Assets and Properties and Books and Records of the Company or any
Subsidiary) any offer or inquiry from any Person concerning an Acquisition Proposal, (ii) enter
into any agreement with respect to an Acquisition Proposal, (iii) take, directly or indirectly, any
action to solicit, encourage, receive, negotiate, assist or otherwise facilitate any offer or inquiry
from any Person concerning an acquisition of any Company Shares, or (iv) transfer, or enter into
any agreement to transfer any Company Shares . Notwithstanding anything in this Section 6.04
to the contrary, the Estate of Leon Hess shall be entitled to transfer any portion ofthe Company
Shares owned by it in accordance with the provisions of the Last Will and Testament ofLeon
Hess if such transfer does not prevent or delay the consummation of the transactions
contemplated hereby; provided that no such transfer shall relieve the Estate of Leon Hess of its
obligations under this Agreement; provided further that prior to any such transfer, each transferee
(each a "Permitted Transferee ") shall deliver an instrument reasonably acceptable to Atmos,
pursuant to which such Permitted Transferee shall (i) waive all appraisal, dissenter's and similar
rights under the MBCA, TBCA and VSCA in respect ofthe Merger, (ii) agree, either prior to or
after the Effective Time, to execute such further documents and take such further actions as may
reasonably be requested by Atmos to effect the other purposes of this Agreement, (iii) provide to
Atmos those representations and warranties set forth in Sections 4.01 , 4,04 (the third sentence
thereof), 4.46, 4.07, 4.1 Q(e) (the last sentence thereof, ifnecessary for the representation and
warranty in the first sentence thereof to be true and correct as ofthe Closing Date), 41 and
4.25, to the same extent as if it were named as a Shareholder herein, (iv) covenant and agree with



Atmos to comply with the covenants and provisions set forth in Sections 6.02 , 6.10 and 6.11, (v)
covenant and agree with Atmos to deliver to Atmos on the Closing Date the certificate(s)
repregenting the Company Shares owned by such Permitted Transferee in accordance with
Section 3 .01(a)(vi) , (vi) covenant and agree to deliver to Atmos on the Closing Date the items set
forth in Sections 8.03 , 8.09, 8.10, 8.11 and 8.12 (substantially to the effect set forth on
Exhibit D-3 ), (vii) agree to indemnify Atmos and its directors, officers, employees, stockholders
and Affiliates in accordance with the provisions of Article 11 to the extent of the Merger
Consideration received by such Permitted Transferee, and (viii) consent to jurisdiction in the
manner set forth in Section 14.10 .

6.05

	

Conduct of Business . The Company will, and will cause the Subsidiaries
to, conduct business only in the ordinary course . Without limiting the generality of the
foregoing, the Company will, and will cause the Subsidiaries to, use commercially reasonable
efforts, to (a) preserve intact the present business organization and reputation of the Company
and the Subsidiaries in all material respects, (b) keep available (subject to dismissals and
retirements in the ordinary course of business) the services of the key officers and employees of
the Company and the Subsidiaries, (c) maintain the Assets and Properties of the Company and
the Subsidiaries in working order and condition consistent with past custom and practice,
ordinary wear and tear excepted, (d) maintain the good will of key customers, suppliers, insurers,
regulators and lenders and other Persons with whom the Company or any Subsidiary otherwise
has significant business relationships, (e) maintain in full force and effect insurance coverage
from insurers, in amounts and on other terms no less favorable to the Company and the
Subsidiaries than the insurance coverage in effect on the date hereof and timely provide all
notices, make all claims and otherwise administer such insurance coverage so as to provide the
Company and the Subsidiaries the full benefits of such insurance coverage in accordance with
the terms thereof; and (1) vigorously and diligently prosecute and defend all Actions and
Proceedings, and all claims that might give use to any Action or Proceeding. In addition, the
Company will, and will cause the Subsidiaries to, advise, and upon the reasonable request by
Atmos, confer with, Atmos concerning operational matters of a material nature, including risk
management matters . Conferences shall be held during normal business hours, and only to the
extent that they do not unreasonably interfere with the business and operations of the Company
and the Subsidiaries .

6.06

	

Financial Statements and Reports,

(a)

	

As promptly as practicable and in any event no later than 45 days after the
end of each fiscal quarter ending after the date hereof and before the Closing Date (other than the
fourth quarter) or 90 days after the end of each fiscal year ending after the date hereof and before
the Closing Date, as the case may be, the Company will deliver to Atmos true and complete
copies of (in the case of any such fiscal year) the audited and (in the case of any such fiscal
quarter) the unaudited consolidated balance sheet, and the related audited or unaudited
consolidated statements of operations, shareholders' equity and cash flows, of the Company and
its consolidated subsidiaries, in each case as ofand for the fiscal year then ended or as of and for
each such fiscal quarter and the portion of the fiscal year then ended, as the case may be, together
with the notes, if any, relating thereto, which financial statements shall be prepared on a basis
consistent with the audited financial statements referred to in Section 4.09 .



(b)

	

As promptly as practicable, the Company will deliver to Atmos true and
complete copies of such regularly-prepared operating statements as mad be prepared by
Shareholders, the Company or any Subsidiary consistent with prior custom and practice relating
to the business or operations of the Company or any Subsidiary.

(c)

	

The Company shall furnish to Armes such additional consolidated
financial statements of the Company and the Subsidiaries as may be required or, in the judgment
of Atmos, are advisable to be filed by Atmos in accordance with Regulation S-X under the
Securities Act prior to the Closing Date .

(d)

	

All Financial Statements shall meet the requirements for the Financial
Statements delivered pursuant to Section 4.09 as represented and warranted in such Section .

6.07

	

Certain Restrictions . Unless otherwise consented to in writing by Armes
or expressly permitted in the Disclosure Schedule , the Shareholders will cause the Company and
the Subsidiaries to refrain from :

(a)

	

amending the certificates or articles of incorporation or bylaws (or other
comparable corporate charter documents) ofthe Company and the Subsidiaries or taking any
action with respect to any such amendment or any recapitalization, reorganization, liquidation or
dissolution of the Company and the Subsidiaries ;

(b)

	

authorizing, issuing, selling or otherwise disposing of any shares of capital
stock of or any Option with respect to the Company or any Subsidiary, or modifying or
amending any right ofany holder of outstanding shares of capital stock of or Option with respect
to the Company or any Subsidiary;

(c)

	

(i) declaring, setting aside or paying any dividend or other distribution in
respect ofthe capital stock of the Company or any Subsidiary not wholly owned, directly or
indirectly, by the Company, or (ii) directly or indirectly redeeming, purchasing or otherwise
acquiring any capital stock of or any Option with respect to the Company or any Subsidiary not
wholly owned, directly or indirectly, by the Company; provided that the Company may continue
to pay quarterly cash dividends (which dividends are payable in arrears following the end of each
fiscal quarter) consistent with past practice at the rate of$500,000 with respect to each fiscal
quarter (or with respect to the Company's first fiscal quarter, $700,000) ;

(d)

	

acquiring or disposing of, or incurring any Lien (other than a Permitted
Lien) on, any material Assets and Properties, other than (i) as contemplated by the Budget or
(ii) in the ordinary course of business consistent with past practices provided Atmos has
consented thereto in writing, which consent shall not be unreasonably withheld or delayed ;
provided that the Company may continue to conduct negotiations in connection with, enter into
agreements with respect to, and proceed with construction of, a pipeline intended to expand the
Company's supply capabilities into the Tupelo, Mississippi market, so long as all expenditures in
connection with such pipeline do not exceed $20,000,000 in the aggregate for the life ofthe
project (the "Tupelo Pipeline") and are consistent with the Company's original estimates of



capital expenditures for the project previously provided to Atmos ; and provided further that the
Company may dispose of its one-third interest in a King Air twin-engine turboprop C90 airplane,
whether in the form of a dividend to shareholders or any other means, on terms customary
therefor that are not adverse to the Company in any material respect, and regardless of the
consideration received therefor ;

(e)

	

other than in the ordinary course of business consistent with past practice,
entering into, amending, modifying, terminating (partially or completely), granting any waiver
under or giving any consent with respect to any material Contract or License ; provided (i) that
the Company and the Subsidiaries may enter into, modify, amend or terminate any material
Contract or License relating to gas supply, pipeline transportation and storage as long as (A) such
Contract or License (1) with respect to gas supply, ensures a reasonably adequate supply of gas
for ongoing operations on commercially reasonable terms, (2) with respect to transportation,
ensures that the Company will have a reasonably proper amount of transportation capacity on
commercially reasonable terms, and (3) with respect to storage, provides that the Company's gas
storage facilities are supplied with a reasonable amount of gas on commercially reasonable
terms, considering the time of year such facilities are to be utilized, and (B) such Contract or
License does not result in the Company having outstanding hedge positions at any time that are
speculative or inconsistent with (1) any applicable MPSC order in effect or (2) any existing
Company policy, and (ii) the Company may enter into Contracts with blanket contractors and
construction contractors to the extent required to effect the capital expenditures contemplated by
the Budget consistent with past practice ; provided further that the Company and the Subsidiaries
may not enter into any such Contract or License for a term greater than one year or extend the
term of any such Contract or License for more than one year ;

(0

	

(i) voluntarily incurring Indebtedness ; provided that the Company and the
Subsidiaries may incur Indebtedness that does not provide for any prepayment penalty and which
is incurred (A) in the ordinary course of business consistent with past practice to finance working
capital, or (B) as reasonably required to finance the expenditures contemplated by the Budget,
including all expenditures in connection with the Tupelo Pipeline or (ii) other than in the
ordinary course of business consistent with past practice, purchasing, canceling, prepaying or
otherwise providing for a complete or partial discharge in advance of a scheduled payment date
with respect to, or waiving any right under, any Indebtedness in an aggregate principal amount
exceeding $100,000 (in either case other than Indebtedness of the Company or a Subsidiary
owing to the Company or a wholly-owned Subsidiary) ;

(g)

	

engaging with any Person in any merger or other business combination ;

(h)

	

other than as contemplated by the Budget, making capital expenditures or
commitments for additions to property, plant or equipment constituting capital assets in an
aggregate amount exceeding $1,000,000, except as may be required by Law or deemed necessary
in the exercise of Good Utility Practice ;

(i)

	

except to the extent required by applicable Law or GAAP, making any
material change in (A) any pricing, investment, accounting, financial reporting, inventory, credit,



allowance or Tax practice or policy, or (B) any method of calculating any bad debt, contingency
or other reserve for accounting, financial reporting or Tax purposes ;

(j)

	

making any change in its fiscal year;

(k)

	

engaging in any activities which would cause a change in its status, or that
of its Subsidiaries, under PUHCA, including any action or inaction that would cause the prior
approval of the SEC under PUHCA to be required for the consummation of the transactions
contemplated hereby ;

(1)

	

enter into any new line of business or expand any immaterial line of
business as ofthe date hereof beyond the activities required by Contracts in existence as of the
date hereof,

(m)

	

agreeing or consenting to any material agreements or modifications of
material existing agreements with any Government or Regulatory Authority, including its rate
agreement with the MPSC (including its allowed rate of return, purchased gas adjustments or
weather normalization adjustments), in respect ofthe operations oftheir businesses, it being
acknowledged and agreed that the Company's allowed rate of return, which is determined using
an agreed-upon formula, may fluctuate as a result of the application of such formula ;

(n)

	

other than a settlement with respect to the Clarksdale Lawsuit in an
amount not to exceed the Clarksdale Settlement Amount and on non-monetary terms that could
not be reasonably expected to be materially adverse to the Company, settling any Action or
Proceeding, or any claim that might give rise to any Action or Proceeding, except to the extent
such settlements are covered by insurance (less a deductible not exceeding 5250,000 as to any
occurrence (within the meaning of the applicable insurance policy)) and on terms that could not
be reasonably expected to be materially adverse to the continuing insurance coverage and risk
management strategy of the Company and the Subsidiaries ;

(o)

	

taking any action that is reasonably expected to cause the representations
and warranties ofthe Shareholders in Article N not to be true and correct on and as of the
Closing Date, except as expressly contemplated by any of the foregoing ; or

entering into any Contract to do or engage in any ofthe foregoing .

6.08

	

Employee Matters .

(a)

	

Except as may be required by Law or as expressly permitted in the
Disclosure Schedule, the Shareholders will cause the Company and the Subsidiaries to refrain
from :

(i)

	

making any increase in the salary, wages or other compensation of
any officer or employee of the Company or any Subsidiary, other than increases which
are consistent with the prior practice and policy of the Company;



(ii)

	

adopting, entering into or becoming bound by any Benefit Plan,
employment-related Contract or collective bargaining agreement, or amending or
modifying (in any material respect) or terminating (partially or completely) any Benefit
Plan, employment-related Contract or collective bargaining agreement ; provided that the
foregoing is not intended to restrict the Company's ability to hire and terminate
employees in the ordinary course ofbusiness consistent with past practice; or

(iii)

	

except as consistent with the prior practices and policies of the
Company, establishing or modifying any (A) targets, goals, pools or similar provisions in
respect of any fiscal year under any Benefit Plan, employment-related Contract or other
employee compensation arrangement or (B) salary ranges, increase guidelines or similar
provisions in respect of any Benefit Plan, employment-related Contract or other
employee compensation arrangement, except for published salary information .

(b)

	

The Shareholders and the Company will, and will cause the Subsidiaries
to, administer each Benefit Plan, or cause the same to be so administered, in all material respects
in accordance with the applicable provisions of the Code, ERISA and all other applicable Laws.
Shareholders will promptly notify Atmos in writing of any receipt by Shareholders, the Company
or any Subsidiary (and furnish Atmos with copies) of any notice of investigation or
administrative proceeding by the IRS, DOL, PBGC or other Person involving any Benefit Plan,
or any notice by the Company or any Subsidiary to the IRS or the DOL regarding any voluntary
compliance procedures with respect to any Benefit Plan .

(c)

	

The Shareholders and the Company will cause the Company's Gratuitous
Pay Plan to be terminated prior to Closing and shall pay to or for the benefit of those employees
with 10 or more years of continuous service with the Company at termination of the Plan, an
amount equal to the severance benefits those employees would have been entitled to receive if
they had terminated employment at the termination o£ such Plan .

6.09

	

Notification of Certain Matters . The Shareholders and the Company shall
give prompt notice to Atmos of (i) the occurrence or nonoccurrence of any event the occurrence
or nonoccurrence of which would be likely to cause any representation or warranty contained in
this Agreement to be untrue or inaccurate in any material respect, or (ii) any failure of the
Shareholders or the Company materially to comply with or satisfy any covenant, condition or
agreement to be complied with or satisfied hereunder; provided , however, that the delivery of
any notice pursuant to this Section 6 .09 shall not limit or otherwise affect the remedies available
hereunder to the party receiving such notice .

6 .10

	

Certain Prohibited Sales . Prior to the Closing Date, neither the
Shareholders nor the Company, or any Person acting on their behalf or for their benefit, shall
offer, sell, contract to sell, pledge or otherwise dispose of, directly or indirectly, any Atmos
Common Stock or securities convertible into or exchangeable or exercisable for any Atmos
Common Stock, enter into a transaction which would have the same effect, or enter into any
swap, hedge or other arrangement that transfers, in whole or in part, any of the economic
consequences of ownership of the Atmos Common Stock, whether any such aforementioned
transaction is to be settled by delivery of the Atmos Common Stock or such other securities, in



cash or otherwise, or publicly disclose the intention to make any such offer, sale, pledge or
disposition, or to enter into any such transaction, swap, hedge or other arrangement .

6 .11

	

Certain Tax Matters . The Shareholders and the Company shall not take or
fail to take any action that would cause the Merger to fail to qualify as a reorganization under
Section 368 of the Code. The Company shall use its best efforts to execute and deliver at
Closing the certificate substantially in the form attached hereto as Exhibit G, and such other
representations as reasonably requested by counsel to the Company or Atmos, at such time or
times as reasonably requested by such legal counsel in connection with their delivery of the
opinions referred to in Sections 1 .01(b)(i) and ii . Prior to the Effective Time, none of
Company, the Subsidiaries, nor the Shareholders shall take or cause to be taken any action that
would cause to be untrue (or fail to take or cause not to be taken any action that would cause to
be untrue) any of the representations in Exhibits G or H and such other representations as so
requested .

6.12

	

Note Purchase Agreements . For each Contract set forth in Section
4.17(a)(iv)(1) of the Disclosure Schedule , the Shareholders and the Company will use
commercially reasonable efforts to cooperate with Atmos in obtaining an irrevocable waiver of
the debt limitation restrictions provided therein on terms reasonably acceptable to Atmos .

6.13

	

Fulfillment of Conditions. The Shareholders and the Company will take
all commercially reasonable steps necessary or desirable and proceed diligently and in good faith
to satisfy each condition to the obligations of Atmos contained in this Agreement and will not,
and will not permit any Subsidiary to, take or fail to take any action that could reasonably be
expected to result in the nonfulfillment of any such condition . Nothing contained in this Section
6.13 shall require the Shareholders or the Company to institute or defend any Action or
Proceeding, make any material payment or incur any economic burden, dispose of any material
asset or business or suffer any material detriment, including any change in the applicable rates or
tariffs of the business of the Company or the imposition of any other materially adverse term or
condition on the business or the Assets and Properties of the Company and the Subsidiaries .

ARTICLE VII
COVENANTS OF ATMOS

Atmos covenants and agrees with the Shareholders and any Permitted Transferees
that, at all times from and after the date hereof, Atmos will comply with all covenants and
provisions of this Article VII , except to the extent the Shareholders and the Company may
otherwise consent in writing.

7.01

	

Regulatory and Other Apnrovals . Atmos will as promptly as practicable
(a) take all commercially reasonable steps necessary or desirable to obtain all consents, approvals
or actions of, make all filings with and give all notices to Governmental or Regulatory
Authorities or any other Person required of Atmos to consummate the transactions contemplated
hereby, including those described in Schedules 5 .03 and 5.04 hereto, (b) provide such other
information and communications to such Governmental or Regulatory Authorities or other
Persons as such Governmental or Regulatory Authorities or other Persons may reasonably



request in connection therewith and (c) provide reasonable cooperation to Shareholders, the
Company and the Subsidiaries in connection with the performance of their obligations under
Sections 6.01 and 6.02 . Atmos will provide prompt notification to the Shareholders when any
such consent, approval, action, filing or notice referred to in clause (a) above is obtained, taken,
made or given, as applicable, and will advise the Shareholders of any communications (and,
unless precluded by Law, provide copies of any such communications that are in writing) with
any Governmental or Regulatory Authority or other Person regarding any ofthe transactions
contemplated by this Agreement .

7 .02

	

HSR Filings . In addition to and without limiting Atmos's covenants
contained in Section 7.01 , Atmos will (i) take promptly all actions necessary to make the filings
required of Atmos or its Affiliates under the HSR Act, (ii) comply at the earliest practicable date
with any request for additional information received by Atmos or its Affiliates from the Federal
Trade Commission or the Antitrust Division of the Department of Justice pursuant to the HSR
Act and (iii) cooperate with the Shareholders in connection with the Shareholders' or the
Company's filing under the HSR Act and in connection with resolving any investigation or other
inquiry concerning the transactions contemplated by this Agreement commenced by either the
Federal Trade Commission or the Antitrust Division ofthe Department of Justice or state
attorneys general .

7 .03

	

Investigation by Shareholders . Atmos will (a) provide the Shareholders
and their Representatives with full access, upon reasonable prior notice and during normal
business hours, to all officers, employees, agents and accountants of Atmos and its subsidiaries
and their Assets and Properties and Books and Records, but only to the extent that such access
does not unreasonably interfere with the business and operations of Atmos and its subsidiaries,
and (b) furnish the Shareholders and such other Persons with all such information and data
concerning the business operations of Atmos and its subsidiaries as the Shareholders or any of
such other Persons reasonably may request in connection with such investigation, except to the
extent that furnishing any such information or data would violate any Law, Order, Contract or
License applicable to Atmos or any ofits subsidiaries or by which any of their respective Assets
and Properties is bound .

7 .04

	

Employees, Compensation and Benefits .

(a)

	

Atmos, in its sole discretion, shall determine the job titles and duties of all
of the employees ofthe Company and its Subsidiaries immediately prior to the Effective Time
(the "Assumed Employees ') and, except as otherwise required by any collective bargaining
agreement, shall provide compensation and employee benefits to such Assumed Employees
which are comparable to the compensation and employee benefits provided to all other non-
union employees of Atmos.

(b)

	

Any Assumed Employee who continues his or her employment with
Atmos and who was a participant in a Benefit Plan and any former employee of the Company or
any Subsidiary and who was a participant in a Benefit Plan may continue to participate in such
Benefit Plan so long as such Plan is maintained by Atmos or one of its subsidiaries ; provided ,
however, that Atmos, in its sole discretion, shall have the right, subject to the terms of any
applicable collective bargaining agreement, to merge or terminate any such Benefit Plan and to
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transfer such Assumed Employees or former employees to another employee plan or program
which is maintained by Atmos or one of its subsidiaries .

(c)

	

Atmos shall credit all Assumed Employees (i) with their period of
employment with the Company or any of the Subsidiaries for eligibility, participation and
vesting (but not benefit accrual) purposes in any employee plan or program maintained by Atmos
or one of its subsidiaries and for which such employees are eligible and (ii) for any co-payments
and deductibles paid during the current plan year and prior to the Closing Date in satisfying any
applicable deductible or out-of-pocket requirements under any welfare plans in which such
employees are eligible to participate after the Closing Date and during the current plan year of
such welfare plans (it being understood that Assumed Employees who continue to be covered
under any Benefit Plan shall not, during the period of such coverage, be eligible to participate in
any other employee plan or program which provides the same or similar benefits and which is
maintained by Atmos or one of its subsidiaries) .

(d)

	

Except as otherwise provided in this Section 7 .04 and Section 7 .05 , it is
expressly understood by the parties hereto that Atmos makes no commitment for the
maintenance and continuation after the Closing of any Benefit Plan or the provisions of any
particular benefits for any Assumed Employee or former employee ofthe Company or any of its
Subsidiaries .

7.05

	

Severance Policy and OtherAgreements .

(a)

	

Except as otherwise provided in Section 7.05(b) , Atmos may, in its sole
discretion, terminate any standard severance policy covering any Assumed Employees or former
employees of the Company or any of the Subsidiaries ; provided that Atmos shall make available
severance benefits to such employees on a basis which is consistent with the past practice of
Atmos in connection with acquisitions .

(b)

	

Following the Closing Date, Atmos shall honor or cause to be honored all
severance agreements and employment-related Contracts between the Company and its directors,
officers or employees that are listed in Section 7.05 of the Disclosure Schedule .

7.06

	

Directors' and Officers' Indemnification and Insurance .

(a)

	

From and after the Closing Date and until the sixth anniversary of the
Closing Date and for so long thereafter as any claim for indemnification asserted on or prior to
such date has not been fully adjudicated, Atmos shall, to the fullest extent permitted by Law and
the Articles of Incorporation and Bylaws of Atmos as of the date hereof (but not in excess of the
extent permitted by the certificates or articles of incorporation and the bylaws (or other
comparable charter documents) of the Company and the Subsidiaries as of the date hereof),
indemnify, defend and hold harmless each Person who is now, or has been at any time prior to
the date hereof or who becomes prior to the Closing Date, a director or officer of the Company
or any ofthe Subsidiaries (the "Indemnified Agents") against all losses, claims, damages, costs
and expenses (including reasonable attorneys' fees), liabilities, judgments and settlement
amounts that are paid or incurred in connection with any claim, action, suit, proceeding or



investigation (whether civil, criminal, administrative or investigative and whether asserted or
claimed prior to, at or after the Closing Date) that is based on, or arises out of, the fact that such
Indemnified Agent is or was a director or officer of the Company or any of its Subsidiaries and
relates to or arises out of any action or omission occurring on or prior to the Closing Date
("Indemnified Liabilities ") ; provided that Atmos shall not be liable for any settlement of any
claim effected without its written consent . Any Indemnified Agent wishing to claim
indemnification under this Section 7.06 , upon learning of any such claim, action, suit, proceeding
or investigation, shall notify Atmos, but the failure so to notify Atmos shall not relieve Atmos
from any liability which it may have under this paragraph except to the extent such failure
prejudices Atmos. The Indemnified Agents as a group may retain only one law firm to represent
them with respect to each such matter unless there is, under applicable standards of professional
conduct, a conflict on any significant issue between the positions of any two or more
Indemnified Agents, in which case the Indemnified Agents may retain more than one law firm .

(b)

	

Atmos shall, until the sixth anniversary of the Closing Date and (if
required for coverage thereof) for so long thereafter as any claim for insurance coverage asserted
on or prior to such date has not been fully adjudicated, cause to be maintained in effect, to the
extent available, the policies of directors' and officers' liability insurance maintained by the
Company and the Subsidiaries as of the date hereof ($25,000,000 in coverage with a $100,000
deductible), or policies ofat least the same coverage and amounts containing terms that are no
less advantageous to the insured parties, with respect to claims arising from facts or events that
occurred on or prior to the Closing Date ; provided that in no event shall Atmos be obligated to
expend in order to maintain or procure insurance coverage pursuant to this Section 7.06(b) any
amount per annum in excess of 150% of the aggregate premiums payable by the Company and
the Subsidiaries in 2000 (on an annualized basis) for such purpose.

7 .07

	

Listing; of Stock . Atmos shall use commercially reasonably efforts to
cause the Atmos Shares to be listed, upon official notice of issuance, on each national securities
exchange on which the Atmos Common Stock is traded, on or prior to the Closing Date .

7 .08

	

Certain Tax Matters . Atmos shall not take or fail to take any action that
would cause the Merger to fail to qualify as a reorganization under Section 368 of the Code.
Atmos shall use its best efforts to execute and deliver at Closing the certificate substantially in
the form attached hereto as Exhibit H, and such other representations as reasonably requested by
counsel to the Company or Atmos, at such time or times as reasonably requested by such legal
counsel in connection with their delivery of the opinions referred to in Sections 1 .01(b)(i) and
ii . Prior to the Effective Time, Atmos shall not take or cause to be taken any action that would
cause to be untrue (or fail to take or cause not to be taken any action that would cause to be
untrue) any of the representations in Exhibits G or H and such other representations as so
requested.

7.09

	

Fulfillment of Conditions . Atmos will take all commercially reasonable
steps necessary or desirable and proceed diligently and in good faith to satisfy each condition to
the obligations of Shareholders contained in this Agreement and will not take or fail to take any
action that could reasonably be expected to result in the nonfulfillment of any such condition .
Nothing contained in Section 7.01 or 7.02 or in this Section 7.09 shall require Atmos or any of



its subsidiaries -to institute or defend any Action or Proceeding, make any material payment or
incur any economic burden, dispose of any material asset or business or suffer any material
detriment, including any change in the applicable rates or tariffs of its business or the business of
the Company and the Subsidiaries or the imposition of any other materially adverse term or
condition on the business or the Assets or Properties of Atmos or its subsidiaries or the Company
or the Subsidiaries .

7.10

	

Environmental Due Diligence .

(a)

	

All environmental due diligence (including employee interviews and
sampling of any media or wastewater) conducted by Atmos shall be conducted in accordance
with this Section 7.10 . All activities of Atmos regarding environmental due diligence shall be
conducted to minimize any inconvenience or interruption of the business of the Company and the
Subsidiaries .

(b)

	

Atmos shall provide to the Shareholders or to the Shareholders' counsel,
copies of all reports, assessments and other information composed or compiled by Atmos or
Atmos's environmental consultant(s) promptly following Atmos's receipt thereof. Atmos shalt
treat all such information delivered to, or composed or compiled by, Atmos or Atmos's
environmental consultant(s) as Environmental Data in accordance with the procedures of this
Section 7.10 .

(c)

	

Prior to the Closing, neither Atmos nor its environmental consultant(s)
shall disclose or release any audits, reports and studies delivered to or prepared by Atmos and
any other information collected and generated as a result of Atmos's environmental due
diligence ("Environmental Data") without the prior written consent of the Shareholders and all
such information shall be kept strictly confidential . Atmos expressly agrees that until the
Closing, it will not distribute the Environmental Data to any third party without the
Shareholders' prior written consent .

(d)

	

Atmos may retain one or more outside environmental consultants to assist
in its environmental due diligence concerning the Assets and Properties of the Company and the
Subsidiaries and shall notify the Shareholders of the environmental consultant or consultants
Atmos intends to retain . Thereafter, the Shareholders shall have five Business Days after receipt
of such notification to notify Atmos in writing of the Shareholders' objection (which must be
based upon reasonable grounds) and substantiate the basis for that objection. If Shareholders do
not so object within such five Business Day period, the Shareholders shall be deemed to have
consented to Atmos's selection .

(e)

	

Atmos may conduct, at its sole expense, Phase I "environmental
assessment activities" (within the meaning of the applicable ASTM standards) with respect to the
Assets and Properties of the Company and the Subsidiaries, and upon reasonable advance notice
shall be afforded access to existing environmental reports in the possession of the Shareholders,
the Company or any Subsidiary, relevant correspondence, permits issued under Environmental
Laws and related materials regarding the Assets and Properties of the Company and the
Subsidiaries and all other Phase I activities as set forth in the ASTM protocol regarding Phase I



assessments . Any permitted Phase I environmental assessment activities shall not include any
sampling or intrusive testing . All Phase I environmental assessment activities shall be conducted
in accordance with ASTM standards regarding Phase I assessments . Upon completion of such
Phase I assessment activities, Atmos's environmental consultant(s) may prepare and deliver to
Atmos a written report with respect thereto (consistent with the procedures and standards set
forth in this Section 7.10 .

(0

	

Prior to Closing, Atmos may not conduct any Phase 11 environmental
assessment activities with respect to the Assets and Properties ofthe Company and the
Subsidiaries (including the taking and analysis of soil, surface water and groundwater samples,
testing ofbuildings, drilling wells, taking soil borings and excavating) without the prior written
consent ofthe Shareholders, which consent may be withheld, conditioned or delayed by the
Shareholders in their sole discretion .

(g)

	

Atmos may conduct, at its sole expense, asbestos survey activities with
respect to the Assets and Properties ofthe Company and the Subsidiaries, including reviewing
existing reports, correspondence and other related documents, inspecting individual sites and
collecting samples of suspected asbestos-containing materials ; provided that such sampling
activities do not adversely affect property value, appearance or integrity and such sampling
locations are repaired and restored to substantially their original condition . These asbestos
survey activities shall be conducted in accordance with the provisions of Section 7 .10(e) .

(h)

	

Notwithstanding the foregoing, if prior to Closing the Shareholders, the
Company or any Subsidiary receives notice of any Action or Proceeding, pending or threatened,
arising under Environmental Laws or if any ofthe Shareholders or the Company otherwise
acquires knowledge that is reasonably likely to require a change to the Disclosure Schedule, the
Shareholders promptly shall notify Atmos of the same and Atmos may request that the
Shareholders authorize Atmos to conduct specific additional environmental due diligence
measures if and to the extent that such measures are required to determine the extent of any
potential environmental liability relating thereto . Such authorization shall not be unreasonably
withheld, conditioned or delayed by the Shareholders . Any such additional environmental due
diligence shall be conducted at Atmos's sole expense .

(i)

	

Atmos hereby agrees to indemnify and hold harmless the Shareholders,
the Shareholders' Affiliates and their respective officers, directors, employees, agents, successors
and assigns from and against any and all Losses with respect to personal injury or property
damage arising out of or in connection with any site visit by Atmos or its environmental
consultant(s) and resulting from an act or omission of Atmos or its environmental consultant(s),
including any breach of this Agreement, in the course of its environmental inspections .

7.11

	

Note Purchase Agreements . In the event that the Shareholders and the
Company are unable to obtain, for any Contract set forth in Section 4.17(a)(iv)(1) ofthe
Disclosure Schedule , an irrevocable waiver ofthe debt limitation restrictions provided therein on
terms reasonably acceptable to Atmos, then Atmos shall, on the Closing Date, repay in full the
indebtedness issued pursuant thereto in accordance with the terms thereof.



ARTICLE VIII
CONDITIONS TO OBLIGATIONS OF ATMOS

The obligation of Atmos under this Agreement to effect the Merger is subject to
the fulfillment, at or before the Closing, of each of the following conditions (all or any of which
may be waived in whole or in part by Atmos in its sole discretion) :

8 .01

	

Representations and Warranties . (a) The representations and warranties
made by Shareholders in this Agreement shall be true and correct in all material respects as of
the date hereof; (b) the representations and warranties made by Shareholders in Sections 4.10
and 4.13 shall be true and correct in all material respects on and as of the Closing Date as though
made on and as ofthe Closing Date ; and (c) the representations and warranties made by
Shareholders in this Agreement (other than Sections 4.10 and 4.13) shall be true and correct
(without regard to any materiality limitations or qualifications set forth therein) on and as ofthe
Closing Date as though made on and as of the Closing Date, except to the extent that any failure
of such representations and warranties to be true and correct on account of actions, events or
conditions arising after the date hereof, individually or in the aggregate, could not reasonably be
expected to be materially adverse to the Business or Condition of the Company or to the
Shareholders' ability to consummate the transactions contemplated hereby ; provided that the
truth and correctness of representations and warranties made as of a specified date earlier than
the date hereof shall be determined only on and as of such earlier date ; provided further that the
condition provided in clause (a) above with respect to any representation and warranty shall be
deemed satisfied if such representation and warranty is true and correct in all material respects as
of the Closing Date .

8.02

	

Performance . Shareholders and the Company shall have performed and
complied with, in all material respects, the agreements, covenants and obligations required by
this Agreement to be so performed or complied with by Shareholders and the Company at or
before the Closing .

8 .03

	

Bring-Down Certificates . Each Shareholder and the Company shall have
delivered to Atmos a certificate, dated the Closing Date and executed in its name and on its
behalfby a duly authorized representative, certifying as to the compliance by it with
Sections 8.01 and 8.02 .

8.04

	

Orders and Laws. There shall not be in effect on the Closing Date any
Order or Law restraining, enjoining or otherwise prohibiting or making illegal or providing for
damages or other relief in respect of the consummation of any of the transactions contemplated
by this Agreement, and there shall not be pending or threatened in writing any Action or
Proceeding by any Governmental or Regulatory Authority seeking any such Order .

8 .05

	

Regulatory Consents and Approvals . The MPSC shall have issued an
Order approving the transactions contemplated hereby; such Order shall not contain any
restrictions, conditions or other provisions (other than those in effect on the date hereof or
requiring that the regulatory treatment with respect to the business of the Company and the
Subsidiaries in existence as o£ the date hereof be continued following the Closing) that are
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materially adverse to the conduct of the business ofthe Company and the Subsidiaries as
operated on the date hereof; the other terms and conditions of such Order shall not be materially
adverse to Atmos ; and such Order shall have become final . In addition, all consents, approvals
and actions of, filings with and notices to any other Governmental or Regulatory Authority
necessary to permit Atmos, the Company and Shareholders to perform their obligations under
this Agreement and to consummate the transactions contemplated hereby shall have been duly
obtained, made or given on terms not materially adverse to Atmos and shall be in full force and
effect, and all terminations or expirations of waiting periods imposed by any Governmental or
Regulatory Authority necessary for the consummation ofthe transactions contemplated by this
Agreement, including under the HSR Act, shall have occurred .

8 .06

	

Third Party Consents . The consents (or in lieu thereofwaivers) listed in
Schedule 8.06 hereto shall have been obtained and shall be in full force and effect.

8 .07

	

Certificates . Shareholders shall have delivered the certificates
representing the Company Shares as contemplated in Section 3 .01 .

8 .08

	

Resignations of Directors . The members of the boards of directors ofthe
Subsidiaries shall have tendered, effective at the Closing, their resignations as such directors .

8 .09

	

Escrow Agreement . Each of the Shareholders and the Escrow Agent shall
have executed and delivered the Escrow Agreement.

8.10

	

Standstill Agreement . Each of the Shareholders shall have executed and
delivered the Standstill Agreement substantially in the form of Exhibit B hereto .

8 .11

	

Releases . The Shareholders shall have delivered the Releases of the
Company and the Subsidiaries substantially in the form of Exhibit C hereto .

8.12

	

Closing Opinions . The Shareholders shall have delivered to Atmos the
opinions of Milbank, Tweed, Hadley & McCloy LLP, Forman Perry Watkins Krutz & Tardy,
PLLC, and their respective counsel substantially to the effect set forth on Exhibits D-1 , D-2, D-3
and D-4, respectively.

ARTICLE IX
CONDITIONS TO OBLIGATIONS OF SHAREHOLDERS AND THE COMPANY

The obligation of each of the Shareholders and the Company under this
Agreement to effect the Merger is subject to the fulfillment, at or before the Closing, of each of
the following conditions (all or any ofwhich may be waived in whole or in part by Shareholders
and the Company in their sole discretion) :

9.01

	

Representations and Warranties. The representations and warranties made
by Atmos in this Agreement (a) shall be true and correct in all material respects as of the date
hereof and (b) shall be true and correct (without regard to any materiality limitations or
qualifications set forth herein) on and as of the Closing Date as though made on and as ofthe



Closing Date, except to the extent that any failure of such representations and warranties to be
true and correct on account of actions, events, or conditions arising after the date hereof,
individually or in the aggregate, could not reasonably be expected to be materially adverse to the
business, assets, liabilities, financial condition, results of operations or prospects ofAtmos and
its subsidiaries taken as a whole or to Atmos's ability to consummate the transactions
contemplated hereby; provided that the truth and correctness of representations and warranties
made as of a specified date earlier than the date hereof shall be determined only on and as of
such earlier date ; provided further that the condition provided in clause (a) above with respect to
any representation and warranty shall be deemed satisfied if such representation and warranty is
true and correct in all material respects as of the Closing Date.

9.02

	

Performance . Atmos shall have performed and complied with, in all
material respects, the agreements, covenants and obligations required by this Agreement to be so
performed or complied with by Atmos at or before the Closing .

9.03

	

Bring-Down Certificate . Atmos shall have delivered to Shareholders a
certificate, dated the Closing Date and executed in the name and on behalf of Atmos by a duly
authorized officer, certifying as to the compliance by it with Sections 9 .01 and 9.02 .

9.04

	

Orders and Laws. There shall not be in effect on the Closing Date any
Order or Law restraining, enjoining or otherwise prohibiting or making illegal or providing for
damages or other relief in respect of the consummation of any ofthe transactions contemplated
by this Agreement, and there shall not be pending or threatened in writing any Action or
Proceeding by any governmental or Regulatory Authority seeking any such Order .

9.05 Repulatory Consents and Approvals . All consents, approvals and actions
of, filings with and notices to any other Governmental or Regulatory Authority necessary to
permit Shareholders, the Company and Atmos to perform their obligations under this Agreement
and to consummate the transactions contemplated hereby shall have been duly obtained, made or
given and shall be in full force and effect, and all terminations or expirations of waiting periods
imposed by any Governmental or Regulatory Authority necessary for the consummation of the
transactions contemplated by this Agreement, including under the HSR Act, shall have occurred .

9 .06

	

Third Party Consents . The consents (or in lieu thereof waivers) listed in
Schedule 9.06 shall have been obtained and shall be in full force and effect .

9 .07

	

Escrow Agreement . Atmos and the Escrow Agent shall each have
executed and delivered the Escrow Agreement .

9.08

	

Registration Rights Agreement. Atmos shall have executed and delivered
the Registration Rights Agreement substantially in the form of Exhibit E hereto .

9.09

	

Closing Opinions . Atmos shall have delivered to the Shareholders the
opinions of Gibson, Dunn & Crutcher LLP and Hunton & Williams substantially to the effect set
forth on Exhibits F-1 and F-2, respectively.



9.10

	

Listing. The Atmes Shares shall have been duly authorized for listing on
the New York Stock Exchange (and any other national securities exchange on which the Atmos
Common Stock is then listed), subject to official notice of issuance .

ARTICLE X
SURVIVAL; NO OTHERREPRESENTATIONS

10.01

	

Survival of Representations, Warranties, Covenants and Agreements . The
representations and warranties contained in this Agreement will survive the Closing and any
investigation by the parties hereto for a period of one year from the Closing Date . Except as
provided in the following sentence, the covenants and agreements of the parties hereto contained
in this Agreement will survive the Closing and any investigation of the parties hereto without
time limit . The covenants and agreements ofthe Shareholders and the Company contained in
Article VI (other than Section 6.11 ) and of Atmos contained in Article VII (other than Sections
7.04, 7.05, 7.06, 7 .08 and 7 .10 i) will survive the Closing for a period of one year from the
Closing Date . Notwithstanding anything in this Section 10.01 to the contrary, any
representation, warranty, covenant or agreement that would otherwise terminate in accordance
with this Section 10.01 will continue to survive if a Claim Notice or Indemnity Notice (as
applicable) shall have been timely given in good faith based on facts reasonably expected to
establish a valid claim under Article XI on or prior to such termination date (but only with
respect to the claim that is the subject of such Claim Notice or Indemnity Notice), until the,
related claim for indemnification has been satisfied or otherwise resolved as provided in Article
XI .

10.02 No Other Representations . Notwithstanding anything to the contrary
contained in this Agreement, it is the explicit intent of each party hereto that neither the
Shareholders nor Atmos is making any representation or warranty whatsoever, express or
implied, at law or in equity, whether under contract, tort or other applicable Law, (a) in respect
ofthe Company, the Subsidiaries, or any of their respective Assets and Properties, liabilities or
operations, in the case of Shareholders, or (b) in respect of Atmos and its subsidiaries, or any of
their respective Assets and Properties, liabilities, or operations, in the case of Atmos, except
those representations and warranties contained in this Agreement . Atmos acknowledges that to
the extent the transactions contemplated herein are construed as the transfer of Assets and
Properties of the Company and its Subsidiaries, such transfer ofAssets and Properties is with no
warranty whatsoever, whether express or implied, other than as expressed in Article IV, the
Disclosure Schedule or in any certificate or agreement delivered pursuant to this Agreement,
including those pertaining to habitability, merchantability or fitness for a particular purpose, as
well as any warranty against apparent or latent defects of any type .

	

In addition, neither the
Shareholders nor Atmos make any representation or warranty with respect to (i) the information
set forth in the confidential offering memorandum dated October, 2000, or (ii) any financial
projection or forecast .



11 .01 Indemnification .

ARTICLE XI
INDEMNIFICATION

(a)

	

Subject to Section 11 .01(c) and the other Sections of this Article XI, the
Shareholders shall, jointly and severally, indemnify Atmos and its directors, officers, employees,
stockholders and Affiliates in respect of, and hold each of them harmless from and against, any
and all Losses suffered, incurred or sustained by any of them or to which any of them becomes
subject, resulting from, arising out of or relating to the following :

(i)

	

any breach or inaccuracy of any representation or warranty or any
nonfulfillment of or failure to perform any covenant or agreement on the part of
Shareholders or the Company contained in this Agreement;

(ii)

	

the Clarksdale Lawsuit to the extent that such Losses exceed the
sum of the Clarksdale Settlement Amount plus any adjustment in the Merger
Consideration in respect thereof pursuant to Section 2 .02 ; and

(iii)

	

the Flash Fire I Explosion Claims for occurrences (within the
meaning of the Company's insurance policies listed in the Disclosure Schedule) of injury
to persons or property prior to the Closing Date to the extent the Losses therefrom are not
funded with proceeds from the Company's insurance policies listed in the Disclosure
Schedule or any Replacement Policy and which exceed $250,000 per occurrence plus any
adjustment in the Merger Consideration in respect thereofpursuant to Section 2 .02 .

(b)

	

Subject to Section 11 .01 (c) and the other Sections of this Article XI ,
Atmos shall indemnify each of the Shareholders and Permitted Transferees and their respective
directors, officers, employees, fiduciaries, stockholders and Affiliates in respect of, and hold
each of them harmless from and against, any and all Losses suffered, incurred or sustained by
any of them or to which any of them becomes subject, resulting from, arising out of or relating to
any breach or inaccuracy of representation or warranty or nonfulfillment of or failure to perform
any covenant or agreement on the part of Atmos contained in this Agreement .

(c)

	

Notwithstanding anything to the contrary contained in this Agreement, no
amounts of indemnity shall be payable as a result of any claim in respect of a Loss arising under
Section 11 .01 (a)(i) or (b) :

(i)

	

in the case of any claim for a Loss in respect of a breach or
inaccuracy of any representation or warranty (other than a representation or warranty
contained in Section 4.10), unless, until and then only to the extent that the Indemnified
Party has suffered, incurred, sustained or become subject to aggregate Losses in respect
of all breaches or inaccuracies ofsuch representations and warranties in excess of
$1,000,000 ; or

(ii)

	

unless the Indemnified Party has given the Indemnifying Party a
Claim Notice or Indemnity Notice, as applicable, with respect to such claim, setting forth
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in reasonable detail the specific facts and circumstances pertaining thereto, prior to the
applicable Cut-off Date, if any .

11 .02

	

Method of Asserting Claims . All claims for indemnification by any
Indemnified Party under Section 11 .01 will be asserted and resolved as follows :

(a)

	

In the event any claim or demand in respect of which an Indemnified Party
might seek indemnity under Section 11 .01 is asserted against or sought to be collected from such
Indemnified Party by a Person other than any of the Shareholders or Atmos or any of their
respective Affiliates (a "Third Part Claim"), the Indemnified Party shall deliver a Claim Notice
with reasonable promptness to the Indemnifying Party and the failure to do so shall not relieve
the Indemnifying Party ofits obligations in respect thereof except to the extent it is materially
harmed thereby . The Indemnifying Party will notify the Indemnified Party as soon as practicable
within the Dispute Period whether the Indemnifying Party disputes its liability to the Indemnified
Party under Section 11 .01 and whether the Indemnifying Party desires, at its sole cost and
expense, to defend the Indemnified Party against such Third Party Claim.

(i)

	

Ifthe Indemnifying Party notifies the Indemnified Party within the
Dispute Period that the Indemnifying Party desires to defend the Indemnified Party with
respect to the Third Party Claim pursuant to this Section 11 .02(a) , then the Indemnifying
Party will have the right to defend, at the sole cost and expense of the Indemnifying
Party, such Third Party Claim by all appropriate proceedings, which proceedings will be
vigorously and diligently prosecuted by the Indemnifying Party to a final conclusion or
wilt be settled at the discretion of the Indemnifying Party (without the consent of the
Indemnified Party if a full release is obtained by the Indemnified Party and all amounts
payable in the settlement are paid by the Indemnifying Party, but only with the consent of
the Indemnified Party in any other case, including the case of any settlement that
provides for any relief other than the payment ofmonetary damages) . The Indemnifying
Party will have full control of such defense and proceedings, including (except as
provided in the immediately preceding sentence) any settlement thereof; provided ,
however , that the Indemnified Party may, at the sole cost and expense ofthe Indemnified
Party, at any time prior to the Indemnifying Party's delivery of the notice referred to in
the first sentence of this clause (i), file any motion, answer or other pleadings or take any
other action that the Indemnified Party reasonably believes to be necessary or appropriate
to protect its interests and not prejudicial to the Indemnifying Party; and provided further,
that if requested by the Indemnifying Party, the Indemnified Party will, at the sole cost
and expense of the Indemnifying Party, cooperate with the Indemnifying Party and its
counsel in contesting any Third Party Claim that the Indemnifying Party elects to contest,
or, if appropriate and related to the Third Party Claim in question, in making any
counterclaim against the Person asserting the Third Party Claim, or any cross-complaint
against any Person (other than the Indemnified Party or any of its Affiliates) . The
Indemnified Party may retain separate counsel to represent it in, but not control, any
defense or settlement of any Third Party Claim controlled by the Indemnifying Party pur-
suant to this clause (i), and the Indemnified Party will bear its own costs and expenses
with respect to such separate counsel except as provided in the preceding sentence .
Notwithstanding the foregoing, the Indemnified Party may retain or take over the control



of the defense or settlement of any Third Party Claim the defense ofwhich the
Indemnifying Party has elected to control if the Indemnified Party irrevocably waives its
right to indemnity under Section 11 .01 with respect to such Third Party Claim or the
proceedings are not being diligently prosecuted by the Indemnifying Party .

(ii)

	

Ifthe Indemnifying Party fails to notify the Indemnified Party
within the Dispute Period that the Indemnifying Party desires to defend the Third Party
Claim pursuant to Section 11 .02(a) , then the Indemnified Party will have the right to
defend, at the sole cost and expense of the Indemnifying Party, the Third Party Claim by
all appropriate proceedings, which proceedings will be vigorously and diligently
prosecuted by the Indemnified Party to a final conclusion or will be settled at the
discretion of the Indemnified Party (without the consent ofthe Indemnifying Party,
unless the Indemnifying Party confirms in writing its obligation to indemnify the
Indemnified Parties for such Claim, in which case the consent of the Indemnifying Party
shall be required but shall not be unreasonably withheld or delayed) . The Indemnified
Party will have full control of such defense and proceedings, including any settlement
thereof, provided , however, that if requested by the Indemnified Party, the Indemnifying
Party will, at the sole cost and expense of the Indemnifying Party, cooperate with the
Indemnified Party and its counsel in contesting any Third Party Claim which the
Indemnified Party is contesting, or, if appropriate and related to the Third Party Claim in
question, in making any counterclaim against the Person asserting the Third Party Claim,
or any cross-complaint against any Person (other than the Indemnifying Party or any of
its Affiliates) . Notwithstanding the foregoing provisions of this clause (ii), if the
Indemnifying Party has notified the Indemnified Party within the Dispute Period that the
Indemnifying Party disputes its liability hereunder to the Indemnified Party with respect
to such Third Party Claim and if such dispute is resolved in favor ofthe Indemnifying
Party in the manner provided in clause (iii) below, the Indemnifying Party will not be
required to bear the costs and expenses of the Indemnified Party's defense pursuant to
this clause (ii) or of the Indemnifying Party's participation therein at the Indemnified
Party's request, and the Indemnified Party will reimburse the Indemnifying Party in full
for all reasonable costs and expenses incurred by the Indemnifying Party in connection
with such litigation . The Indemnifying Party may retain separate counsel to represent it
in, but not control, any defense or settlement controlled by the Indemnified Party
pursuant to this clause (ii), and the Indemnifying Party will bear its own costs and
expenses with respect to such participation .

(iii)

	

Ifthe Indemnifying Party notifies the Indemnified Party that it
does not dispute its liability to the Indemnified Party with respect to the Third Party
Claim under Section 11 .01 or fails to notify the Indemnified Party within the Dispute
Period whether the Indemnifying Party disputes its liability to the Indemnified Party with
respect to such Third Party Claim, the Loss arising from such Third Party Claim will be
conclusively deemed a liability of the Indemnifying Party under Section 11 .01 and the
Indemnifying Party shall pay the amount of such Loss to the Indemnified Party on
demand following the final determination thereof. If the Indemnifying Party has timely
disputed its liability with respect to such claim, the Indemnifying Party and the
Indemnified Party will proceed in good faith to negotiate a resolution of such dispute, and



if not resolved through negotiations, either party may seek a resolution of such dispute by
litigation in a court ofcompetent jurisdiction .

(iv)

	

Notwithstanding the foregoing, the Shareholders shall not have the
right to defend any Flash Fire / Explosion Claim, except as to any issue of any extent of
the Company's insurance coverage in respect thereof.

(b)

	

In the event any Indemnified Party should have a claim under
Section 11 .01 against any Indemnifying Party that does not involve a Third Party Claim, the
Indemnified Party shall deliver an Indemnity Notice with reasonable promptness to the
Indemnifying Party, and the failure to do so shall not relieve the Indemnifying Party of its
obligations in respect thereof except to the extent it is materially harmed thereby. If the
Indemnifying Party notifies the Indemnified Party that it does not dispute the claim described in
such Indemnity Notice or fails to notify the Indemnified Party within the Dispute Period whether
the Indemnifying Party disputes the claim described in such Indemnity Notice, the Loss arising
from the claim specified in such Indemnity Notice will be conclusively deemed a liability of the
Indemnifying Party under Section 11 .01 and the Indemnifying Party shall pay the amount of
such Loss to the Indemnified Party on demand following the final determination thereof. If the
Indemnifying Party has timely disputed its liability with respect to such claim, the Indemnifying
Party and the Indemnified Party will proceed in good faith to negotiate a resolution of such
dispute, and if not resolved through negotiations, either party may seek a resolution of such
dispute by litigation in a court of competent jurisdiction .

(c)

	

In the event of any claim for indemnity under Section 11 .01(a) , Armes
agrees to give each Shareholder and their respective Representatives reasonable access to the
Books and Records and employees of the Company and the Subsidiaries in connection with the
matters for which indemnification is sought to the extent such Shareholder and its
Representatives reasonably deem necessary in connection with its rights and obligations under
this Article XI .

11 .03

	

Method of Calculating_Losses. For the purposes ofthis Article XI, once a
determination has been made that a specific breach of a representation, warranty, covenant or
agreement has occurred for purposes of the indemnification obligation hereunder, the calculation
of Losses with respect to such specific breach shall be made without regard to any other
limitation or qualification as to materiality set forth in such representation, warranty, covenant or
agreement . All indemnification payments under this Article XI shall be deemed adjustments to
the Merger Consideration .

11 .04 Exclusivity . After the Closing, the indemnities set forth in this Article XI
shall be the exclusive remedies ofAtmos, the Shareholders, any Permitted Transferees and their
respective officers, directors, employees, agents and Affiliates for any misrepresentation, breach
ofwarranty or nonfulfillment or failure to be performed of any covenant or agreement contained
in this Agreement, except in the case of fraud . Notwithstanding anything to the contrary in this
Agreement, after the Closing :



(a)

	

any liability of the Shareholders to indemnify any Indemnified Party
pursuant to Section 11 .01(a)(i) in respect of any representation or warranty other than a
representation and warranty contained in Section 4 .04 c- 4.10 (or in any certificate to the extent
such representation and warranty is repeated as ofthe Closing Date) or any covenant or
agreement to be performed prior to the Closing Date shall be limited to $20,000,000 in the
aggregate ; and

(b)

	

any liability of Atmos to indemnify the Indemnified Parties pursuant to
Section 1 L01(b) in respect of any representation and warranty other than a representation and
warranty contained in Section 5 .06 (or in any certificate to the extent such representation and
warranty is repeated as the Closing Date) or any covenant or agreement to be performed prior to
the Closing Date shall be limited to $20,000,000 in the aggregate .

No Person who was an officer, director or stockholder of the Company prior to the Closing or of
Atmos shall have any liability to make any payment in respect of any breach of any
representation or warranty or non-performance of any covenant contained in this Article XI,
except for the Shareholders' indemnification obligations under this Article XI .

11 .05

	

No Punitive Damages . Anything herein to the contrary notwithstanding,
no party shall be liable under this Agreement or with respect to the transactions contemplated
hereby for any punitive or exemplary damages .

11 .06 INDEMNIFICATION IN CASE OF STRICT LIABILITY OR
INDEMNITEE NEGLIGENCE. THE INDEMNIFICATION PROVISIONS IN THIS
ARTICLE XI SHALL BE ENFORCEABLE REGARDLESS OF WHETHER THE
LIABILITY IS BASED ON PAST, PRESENT OR FUTURE ACTS, CLAIMS OR LEGAL
REQUIREMENTS (INCLUDING ANY PAST, PRESENT OR FUTURE BULK SALES
LAW, ENVIRONMENTAL LAW, FRAUDULENT TRANSFER ACT, OCCUPATIONAL
SAFETY AND HEALTH LAW, OR PRODUCTS LIABILITY, SECURITIES OR OTHER
LEGAL REQUIREMENT), AND REGARDLESS OF WHETHER ANY PERSON
(INCLUDING THE PERSON FROM WHOM INDEMNIFICATION IS SOUGHT)
ALLEGES OR PROVES THE SOLE, CONCURRENT, CONTRIBUTORY OR
COMPARATIVE NEGLIGENCE OF THE PERSON SEEKING INDEMNIFICATION,
OR THE SOLE OR CONCURRENT STRICT LIABILITY IMPOSED ON THE PERSON
SEEKING INDEMNIFICATION .

ARTICLE XII
TERMINATION

12 .01

	

Termination . This Agreement maybe terminated, and the Merger and the
other transactions contemplated hereby may be abandoned :

(a)

	

at any time before the Effective Time, by mutual written agreement of the
Shareholders, the Company and Atmos;



(b)

	

at any time before the Effective Time, by the Shareholders or Atmos, in
the event that any Law or any final, nonappealable Order becomes effective restraining,
enjoining or otherwise prohibiting or making illegal the consummation of any of the transactions
contemplated by this Agreement, upon notification of the non-terminating party by the
terminating party;

(c)

	

by Atmos, upon and during the continuation of a breach in any material
respect of any of the representations and warranties of the Shareholders contained in this
Agreement or in the failure by the Shareholders to perform and comply in any material respect
with any of the covenants and agreements required by this Agreement to be performed or
complied with by the Shareholders, provided that such breach or failure is not cured by the
Shareholders in a manner reasonably acceptable to Antics within 60 days of the Shareholders'
receipt of a written notice from Atmos that such a breach or failure has occurred ;

(d)

	

by the Shareholders, upon and during the continuation of a breach in any
material respect of any of the representations and warranties of Atmos contained in this
Agreement or the failure by Atmos to perform and comply in any material respect with any of
the agreements and obligations required by this Agreement to be performed or complied with by
Atmos, provided that such breach or failure is not cured by Atmos in a manner reasonably
acceptable to the Shareholders within 60 days ofAtmos's receipt of a written notice from the
Shareholders that such a breach or failure has occurred ;

(e)

	

by the Shareholders or Atmos, as appropriate, if any Governmental or
Regulatory Authority or other Person whose approval or consent is required to fulfill a condition
precedent to Closing set forth in Sections 8.05 or 8 .06 (with respect to Atmos) or in Sections
9.05 or 9 .06 (with respect to the Shareholders) has issued any final, nonappealable Order
denying such approval or consent or containing terms or conditions (or, if such approval or
consent has been obtained, containing terms or conditions) that, in the reasonable business
judgment of Atmos or the Shareholders, as appropriate, will result in a condition precedent to
Closing set forth in Section 8.05 or 8.06 (with respect to Atmos) or in Section 9.05 or 9.06 (with
respect to the Shareholders) not being satisfied ;

(1)

	

at any time after September 30, 2002 by the Shareholders or Atmos upon
notification ofthe non-terminating party by the terminating party if the Closing shall not have
occurred on or before such date and such failure to consummate is not caused by a breach of this
Agreement by the terminating party; provided that if the Closing has not occurred by such date
because the conditions provided in Sections 8.05 and 9.05 have not been fulfilled, such date shall
be automatically extended to December 31, 2002 ; or

(g)

	

by the Shareholders, if the Average Price is less than the Stock Value ;
provided that the Shareholders deliver to Atmos written notice of the Shareholders' election to
terminate this Agreement pursuant to this Section 12 .01(g) at least three trading days prior to the
Closing Date, and Atmos does not elect, by delivering written notice to the Shareholders prior to
the Closing Date, to include in the Merger Consideration additional consideration ("Additional
Consideration"), payable at the sole discretion of Atmos in cash or shares of Atmos Common
Stock, or any combination thereof, such that the sum of(i) the aggregate amount of cash paid by



Atmos pursuant to Section 2 .01(c) and this Section 12.01(g) and (ii) the product of (A) the
aggregate number of shares of Atmos Common Stock to be issued to the Shareholders pursuant
to Section 2 .01(c) and this Section 12.01(8) and (B) the Average Price shall be equal to the
Merger Consideration.

12.02

	

Effect of Termination . Ifthis Agreement is validly terminated pursuant to
Section 12 .01 , this Agreement will forthwith become null and void, and there will be no liability
or obligation on the part ofthe Shareholders or Atmos (or any of their respective officers,
directors, employees, agents or other representatives or Affiliates) under this Agreement or in
connection with the transactions contemplated hereby, except that the provision with respect to
expenses in Section 14.03 will continue to apply following any such termination .
Notwithstanding any other provision in this Agreement to the contrary, upon termination of this
Agreement pursuant to Section 12.01 (c) or (d), the parties will remain liable for any willful
breach of this Agreement existing at the time of such termination, and any party damaged
thereby may seek such remedies, including damages and reasonable fees of attorneys, against the
other with respect to any such breach as are provided in this Agreement or as are otherwise
available at law or in equity.

13 .01 Definitions .

ARTICLE XIII
DEFINITIONS

(a)

	

Defined Terms. As used in this Agreement, the following defined terns
have the meanings indicated below :

"Acquisition Proposal" means any proposal for a merger or other business
combination to which the Company or any Subsidiary is a party or the direct or indirect
acquisition of any equity interest in, or a substantial portion of the assets of, the Company or any
Subsidiary, other than the transactions contemplated by this Agreement.

"Actions or Proceedings" means any action, suit, proceeding, arbitration or
Governmental or Regulatory Authority investigation .

"Additional Consideration " has the meaning ascribed to it in Section 12 .01(8) .

"Adjustments" has the meaning ascribed to it in Section 2.02 .

"Affiliate" means any Person that directly, or indirectly through one of more
intermediaries, controls or is controlled by or is under common control with the Person specified .
For purposes of this definition, control of a Person means the power, direct or indirect, to direct
or cause the direction of the management and policies of such Person whether by Contract or
otherwise and, in any event and without limitation of the previous sentence, any Person owning
10% or more of the equity securities of another Person shall be deemed to control that Person .



"Agreement" means this Agreement and Plan of Merger and Reorganization and
the Exhibits, the Disclosure Schedule and the Schedules hereto and the certificates delivered in
accordance with Sections 8.03 and 9.03, as the same shall be amended from time to time .

"Articles of Merger" has the meaning ascribed to it in Section 1 .03(a)(iii) .

"Assets and Properties" of any Person means all assets and properties of every
kind, nature, character and description (whether real, personal or mixed, whether tangible or
intangible, and wherever situated), including the goodwill related thereto, operated, owned or
leased by such Person .

"Assumed Employees" has the meaning ascribed to it in Section 7.04(a) .

"Atmos" has the meaning ascribed to it in the forepart of this Agreement .

"Atmos Common Stock" has the meaning ascribed to it in Section 2 .01(c) .

"Atmos Financial Statements" has the meaning ascribed to it in Section 5 .07(b) .

"Atmos SEC Reports" has the meaning ascribed to it in Section 5.07(a) .

"Atmos Shares" has the meaning ascribed to it in Section 2.01(c) .

"Average Price" has the meaning ascribed to it in Section 2.01(c) .

"Benefit Plan" means any Plan established by the Company or any Subsidiary, or
any predecessor or ERISA Affiliate of any ofthe foregoing, existing at the Closing Date or at
any time within the five year period prior thereto, to which the Company or any Subsidiary
contributes, has contributed, is obligated to contribute or otherwise has any liability, or under
which any employee, former employee or director of the Company or any Subsidiary or any
beneficiary thereof is covered, is eligible for coverage or has benefit rights .

"Books and Records" means all files, documents, instruments, papers, books and
records relating to the Business or Condition of the Company, including financial statements,
Tax Returns and related work papers and letters from accountants, budgets, pricing guidelines,
ledgers, journals, deeds, title policies, minute books, stock certificates and books, stock transfer
ledgers, Contracts, Licenses, operating data and plans and environmental studies and plans .

"Budget" means, for the fiscal year ending September 30, 2001, the Capital
Expenditure Budget of the Company (a copy ofwhich has been provided to Atmos), and for any
fiscal year thereafter, the Capital Expenditure Budget of the Company for that year as approved
by its Board of Directors ; provided , that if such budget exceeds $21,000,000 (exclusive of costs
relating to the Tupelo Pipeline), or contains any category of material expenditures not in the
Budget as of the date hereof the Company shall first obtain the consent of Atmos with respect to
such budget, which consent shall not be unreasonably withheld or delayed.



"Business Day" means a day other than Saturday, Sunday or any day on which
banks located in the State of Mississippi, New York or Texas are authorized or obligated to
close .

"Business or Condition of the Company" means the business, assets, liabilities,
financial condition or results of operations of the Company and the Subsidiaries taken as a
whole.

"Cash Amount" has the meaning ascribed to it in Section 2.01(c) .

"CERCLA" means the Comprehensive Environmental Response, Compensation
and Liability Act of 1980, as amended, and the rules and regulations promulgated thereunder .

"CERCLIS" means the Comprehensive Environmental Response and Liability
Information System, as provided by 40 C .F.R . §300.5 .

"Claim Notice" means written notification pursuant to Section 11 .02(a) of a Third
Party Claim as to which indemnity under Section 11 .01 is sought by an Indemnified Party,
enclosing a copy of all papers served, if any, and specifying the nature ofand basis for such
Third Party Claim and for the Indemnified Party's claim against the Indemnifying Party under
Section 11 .01 , together with the amount or, if not then reasonably determinable, the estimated
amount, determined in good faith, of the Loss arising from such Third Party Claim .

"Clarksdale Lawsuit" has the meaning ascribed to it in Section 2.02(b) .

"Clarksdale Settlement Amount" means that amount designated as the Maximum
Settlement Amount in the Letter Agreement, entered into as of the date hereof by and among
Atmos, the Company and the Shareholders, with respect to the Clarksdale Lawsuit .

"CLAT" has the meaning ascribed to it in Section 3.01(a)(v) .

"Closing" has the meaning ascribed to it in Section 1 .02 .

"Closing Date" means (a) the last Business Day of the month in which the last of
the consents, approvals, actions, filings, notices or waiting periods described in or related to the
filings described in Sections 8.05 and 8 .06 and Sections 9.05 and 9 .06 has been obtained, made
or given or has expired, as applicable, or (b) such other date as Atmos and the Shareholders
mutually agree upon in writing .

"Code" means the Internal Revenue Code of 1986, as amended, and the rules and
regulations promulgated thereunder .

"Company"has the meaning ascribed to it in the forepart of this Agreement .

"Company Common Stock" means the common stock, par value $5 .00 per share,
of the Company.



Agreement .
"Company Shares" has the meaning ascribed to it in the forepart of this

"Constituent Corporations " has the meaning ascribed to it in Section 1 .01(a) .

"Contract" means any agreement, contract, obligation, promise, undertaking,
lease, License, evidence of Indebtedness, mortgage, indenture, security agreement or other
agreement, whether written or oral, that is legally binding .

"Cut-offDate" means, with respect to any representation, warranty, covenant or
agreement contained in this Agreement, the date, if any, on which such representation, warranty,
covenant or agreement ceases to survive as provided in Section 10.01 .

"Defined Benefit Plan" means each Benefit Plan which is subject to Part 3 of
Title I of ERISA, Section 412 ofthe Code or Title IV of ERISA.

"Delivery Time" has the meaning ascribed to it in Section 2.03 .

"Disclosure Schedule" means the schedule of disclosures delivered to Atmos by
the Shareholders herewith and dated as of the date hereof, containing exceptions to, and other
disclosures called for by, the representations and warranties set forth in Article IV . The
statements contained in the Disclosure Schedule shall be arranged to correspond to the sections
to which they relate and shall themselves be deemed the joint and several representations and
warranties of the Shareholders .

"Dispute Period" means the period ending 60 days following receipt by an
Indemnifying Party of either a Claim Notice or an Indemnity Notice .

"DOL" means the United States Department of Labor .

"Effective Time" has the meaning ascribed to it in Section 1 .03 .

"Environmental Data" has the meaning ascribed to it in Section 7.10(c) .

"Environmental Law" means any Law or Order relating to the regulation or
protection of the environment, natural resources or human health and safety, including CERCLA
and laws relating to the Release or threatened Releases of Hazardous Materials (including into
ambient air, soil, surface water, ground water, wetlands, land or subsurface strata), or otherwise
relating to the manufacture, processing, distribution, use, treatment, storage, Release, transport or
handling of Hazardous Materials .

"ERISA" means the Employee Retirement Income Security Act of 1974, as
amended, and the rules and regulations promulgated thereunder.



"ERISA Affiliate" means any Person who is in the same controlled group of
corporations or who is under common control with any of the Shareholders or, before the
Closing, the Company or any Subsidiary (within the meaning of Section 414 ofthe Code).

"Escrow Agent" has the meaning ascribed to it in Section 2.03 .

"Escrow Agreement" has the meaning ascribed to it in Section 2 .03 .

"Escrow Funds" has the meaning ascribed to it in Section 2 .03 .

"Exchange Act" means the Securities and Exchange Act of 1934, as amended,
and the rules and regulations promulgated thereunder.

"FERC" means the Federal Energy Regulatory Commission.

"Financial Statements" means the consolidated financial statements of the
Company and its consolidated subsidiaries delivered to Atmos pursuant to Section 4.09 or 6 .06 .

"Flash Fire l Explosion Claims" has the meaning ascribed to it in Section 2.02(c) .

"GAAP" means generally accepted accounting principles, consistently applied
throughout the specified period and in the immediately prior comparable period .

"Good Utility Practice" means any of the applicable practices, methods and acts
engaged in or approved by a Governmental or Regulatory Authority or by a significant portion of
the industry within the Company's general geographic region and in which the Company and its
Subsidiaries conduct their business and operations during the relevant time period which, in the
exercise of reasonable judgment in light ofthe facts known at the time the decision was made,
could have been expected to accomplish the desired result at a reasonable cost to the party being
expected to apply Good Utility Practice, consistent with Law, good business practices and
transmission and distribution reliability, safety and expedition. Good Utility Practice is intended
to include practices, methods or acts generally accepted in the region in which the Company and
its Subsidiaries conduct their business and operations, and is not intended to be limited to
optimum practices, methods or acts to the exclusion of all others . Good Utility Practice does not
include intentional disregard of contractual commitments, even ifthose commitments are
uneconomic under current market conditions .

"Governmental or Regulatory Authority" means any court, tribunal, arbitrator,
authority, agency, commission, official or other instrumentality of the United States or any state,
county, city or other political subdivision.

"Hazardous Material" means (i) any petrochemical or petroleum products, oil,
natural gas liquids, coal ash, flammable explosives, radioactive materials, radon gas, asbestos in
any form that is or could become friable, urea formaldehyde foam insulation and transformers or
other equipment that contain dielectric fluid containing levels of polychlorinated biphenyls
(PCBs) ; (ii) any chemicals or other materials or substances which are now or hereafter become



defined as or included in the definition of "hazardous substances," "hazardous wastes,"
"hazardous materials," "extremely hazardous substances," "restricted hazardous materials,"
"toxic substances," "contaminants," "pollutants," "toxic pollutants" or words of similar import
under any Environmental Law; and (iii) any other chemical or other material or substance,
exposure to which is now or hereafter prohibited, limited or regulated by any Environmental
Law . Notwithstanding the foregoing, Hazardous Material shall not include natural gas or
propane .

"HSR Act" means Section 7A of the Clayton Act (Title II of the Hart-Scott-
Rodino Antitrust Improvements Act of 1976, as amended) and the rules and regulations
promulgated thereunder .

"Indebtedness" of any Person means all obligations of such Person (i) for
borrowed money, (ii) evidenced by notes, bonds, debentures or similar instruments, (iii) for the
deferred purchase price of goods or services (other than trade payables or accruals incurred in the
ordinary course of business), (iv) under capital leases, (v) under interest rate swaps, and (vi) in
the nature ofguarantees of the obligations described in clauses (i) through (v) above of any other
Person .

"Indemnified Agents" has the meaning ascribed to it in Section 7 .06(a) .

"Indemnified Liabilities " has the meaning ascribed to it in Section 7.06(a) .

"Indemnified Party" means any Person claiming indemnification under any
provision of Article XI .

"Indemnifying Partv" means any Person against whom a claim for
indemnification is being asserted under any provision of Article XI .

"Indemnity Notice" means written notification pursuant to Section 11 .02(b) of a
claim for indemnity under Article XI, specifying the nature of and basis for such claim, together
with the amount or, if not then reasonably determinable, the estimated amount, determined in
good faith, of the Loss arising from such claim .

"Intellectual Property" means all patents and patent rights, trademarks and
trademark rights, trade names and trade name rights, service marks and service mark rights,
service names and service name rights, brand names, inventions, copyrights and copyright rights,
know-how, trade secrets, confidential information, technical information, data, process
technology, plans, drawings and blueprints, and all pending applications for and registrations of
patents, trademarks, service marks and copyrights .

"Investment Assets" means all debentures, notes and other evidences of
Indebtedness, stocks, securities (including rights to purchase and securities convertible into or
exchangeable for other securities), interests in joint ventures and general and limited
partnerships, mortgage loans and other investment or portfolio assets owned of record or
beneficially by the Company or any Subsidiary and issued by any Person other than the



Company or any Subsidiary (other than trade receivables generated in the ordinary course of
business of the Company and the Subsidiaries) .

"IRS" means the United States Internal Revenue Service .

"June 30. 2001 Balance Sheet" has the meaning ascribed to it in Section 4.09(a) .

"Knowledge of Atmos" means the actual knowledge, after reasonable
investigation, of the following individuals : John P. Reddy; Laurie M . Sherwood and Louis P .
Gregory .

"Knowledge of Shareholders and the Comuan 'means the actual knowledge,
after reasonable investigation, of the following individuals : Matthew L. Holleman, III, Sanford
B . Novick, Hugh F . Langley and Richard W . Wise.

"Laws" means all laws, statutes, rules, regulations, ordinances, codes, common
law and other pronouncements having the effect of law of the United States or any state, county,
city or other political subdivision or of any Governmental or Regulatory Authority .

"Liabilities" means all Indebtedness, obligations and other liabilities of a Person
(whether absolute, accrued, contingent, fixed or otherwise, or whether due or to become due) .

"Licenses" means all licenses, permits, variances, certificates of authority, grants,
authorizations, approvals, exceptions, registrations, franchises, tariffs, orders (including any rate,
rate reliefand rate adjustment orders) and similar consents granted or issued by any
Governmental or Regulatory Authority .

"Liens" means any mortgage, pledge, assessment, security interest, lease, lien,
adverse claim, levy, charge, restriction, imperfection of title or other encumbrance of any kind,
or any conditional sale Contract, title retention Contract or other Contract to give any of the
foregoing .

"Loss" means any and all claims, damages, fines, penalties, deficiencies,
liabilities, losses and expenses (including claims, interest, court costs, reasonable fees of
attorneys, accountants and other experts or other reasonable expenses of litigation or other
proceedings or of any claim, default or assessment) and diminution in value, whether or not
involving a third party claim .

1 .03 a i .

"MBCA" has the meaning ascribed to it in Section 1 .01(a) .

"Merger" has the meaning ascribed to it in the forepart of this Agreement.

"Merger Consideration" has the meaning ascribed to it in Section 2.01(c) .

"Mississippi Articles of Merger" has the meaning ascribed to it in Section



1,031a)(i) .
"Mississippi Secretary of State" has the meaning ascribed to it in Section

"MPSC" means the Public Service Commission ofthe State of Mississippi .

"NPL" means the National Priorities List under CERCLA.

"Option" with respect to any Person means any security, right, subscription,
warrant, option, "phantom" stock right or other Contract that gives the right to (i) purchase or
otherwise receive or be issued any shares of capital stock of such Person or any security of any
kind convertible into or exchangeable or exercisable for any shares of capital stock of such
Person or (ii) receive or exercise any benefits or rights similar to any rights enjoyed by or
accruing to the holder of shares of capital stock of such Person, including any rights to
participate in the equity or income of such Person or to participate in or direct the election of any
directors or officers of such Person or the manner in which any shares of capital stock of such
Person are voted .

"Order" means any writ, judgment, decree, injunction or similar order ofany
Governmental or Regulatory Authority (in each such case whether preliminary or final) .

ERISA.
"PBGC" means the Pension Benefit Guaranty Corporation established under

"Permitted Lien" means (i) any Lien for Taxes not yet due or delinquent or being
contested in good faith by appropriate proceedings for which adequate reserves have been
established in accordance with GAAP, (ii) any statutory Lien (other than any ERISA Lien)
arising in the ordinary course of business by operation of Law with respect to a Liability that is
not yet due or delinquent and (iii) any minor imperfection of title or similar Lien which
individually or in the aggregate with other such Liens are immaterial in amount, do not impair
materially the value or the use of the Asset or Property subject thereto, and will not result in any
absence, loss or reversion of, or inability to transfer title or any termination of the right of use
thereof.

"Permitted Transferee" has the meaning ascribed to it in Section 6 .04 .

"Person" means any natural person, corporation, limited liability company,
general partnership, limited partnership, proprietorship, other business organization, trust, union,
association or Governmental or Regulatory Authority,

"Plan" means any bonus, incentive compensation, deferred compensation,
pension, profit sharing, retirement, stock purchase, stock option, stock ownership, stock
appreciation rights, phantom stock, leave of absence, layoff, vacation, day or dependent care,
legal services, cafeteria, life, health, accident, disability, workmen's compensation or other
insurance, severance, separation or other employee benefit plan, practice, policy or arrangement



of any kind, whether written or oral, including, but not limited to, any "employee benefit plan"
within the meaning of Section 3(3) of ERISA.

"PUHCA" means the Public Utility Holding Company Act of 1935, as amended,
and the rules and regulations promulgated thereto .

"Qualified Plan" means each Benefit Plan which is intended to qualify under
Section 401 of the Code.

"Release" means any. release, spill, emission, leaking, pumping, injection, deposit,
disposal, discharge, dispersal, leaching or migration into the indoor or outdoor environment,
including, without limitation, the movement ofHazardous Materials through ambient air, soil,
surface water, ground water, wetlands, land or subsurface strata .

"Replacement Policy" means an insurance policy of the Company that replaces
one or more insurance policies of the Company listed on the Disclosure Schedule ; provided that
such insurance policy shall satisfy the representations and warranties set forth in Section 4.19
and the covenants set forth in Section 6.05(e) .

"Representatives" has the meaning ascribed to it in Section 6.03 .

"SEC" means the Securities and Exchange Commission .

"Securities Act" means the Securities Act of 1933, as amended, and the rules and
regulations promulgated thereunder .

"Share Amount" has the meaning ascribed to it in Section 2.01(c) .

"Shareholder" has the meaning ascribed to it in the forepart of this Agreement.

"State Agencies" has the meaning ascribed to it in Section 1 .03(a)(iii) .

"Stock Value" has the meaning ascribed to it in Section 2 .01(c) .

"Subject Defined Benefit Plan" means each Defined Benefit Plan listed and
described in the Disclosure Schedule .

"Subsidiary" means any Person in which the Company, directly or indirectly
through Subsidiaries or otherwise, beneficially owns more than 50% of either the equity interests
in, or the voting control of, such Person .

"Surviving Corporation" has the meaning ascribed to it in Section 1 .01(a) .

"System Property" has the meaning ascribed to it in Section 4.14(a) .



"Tax" or "Taxes" means any federal, state, local, foreign, or other jurisdiction ad
valorem, asset, capital, customs, documentary, duty, employment, estimated, excise, franchise,
gross income, gross receipts, lease, license, net income, payroll, premium, profits, property,
occupation, sales, service, service use, social security, stamp, severance, transaction privilege,
transfer, unemployment, use, withholding or workers compensation tax, or other assessments,
charges, fees, imposts, levies, taxes imposed as a result of "self-dealing," "interested-party" or
other prohibited transactions, or taxes ofany kind whatever, together, in each instance, with any
interest and penalties thereon and any additions to tax with respect thereto, including penalties
for the failure to file any Tax Return, and any expenses incurred in connection with the
determination, settlement or litigation of any Tax liabilities .

"Tax Return" means any return, declaration, report, claim for refund, information
return, statement and other forms required to be filed with respect to any Taxes, including any
schedule or attachment thereto, and including any amendments or supplements thereof.

1 .03 a iii .

"TSCA" has the meaning ascribed to it in Section 1 .01(a) .

"Texas Articles of Merge" has the meaning ascribed to it in Section 1 .03(a)(ii) .

"Texas Secretary of State" has the meaning ascribed to it in Section 1 .03(a)(ii) .

"Third Party Claim" has the meaning ascribed to it in Section 11 .02(a) .

"Total Issuable Shares" has the meaning ascribed to it in Section 1 .01(b)(iii) .

"Total Payable Cash" has the meaning ascribed to it in Section 1 .01(b)(iii) .

"Total Stock Value" has the meaning ascribed to it in Section 1 .01(b)(iii) .

"Transfer Taxes" means all sales, use, transfer, real property transfer, reporting,
gains, stock transfer and other similar taxes and fees arising out of or in connection with the
transactions effected pursuant to this Agreement.

"Tupelo Pipeline" has the meaning ascribed to it in Section 6 .07(d) .

"Virginia Articles of Merger" has the meaning ascribed to it in Section

"Virginia Commission" has the meaning ascribed to it in Section 1 .03(a)(iii) .

"VSCA" has the meaning ascribed to it in Section 1 .01(a) .

(b)	Construction of Certain Terms and Phrases . Unless the context of this
Agreement otherwise requires, (i) words of any gender include each'other gender; (ii) words
using the singular or plural number also include the plural or singular number, respectively ; (iii)
the terms "hereof," "herein," "hereby" and derivative or similar words refer to this entire



Agreement; (iv) the terms "Article" or "Section" refer to the specified Article or Section of this
Agreement; and (v) the word "including" and its derivatives means "including without
limitation" and corresponding expressions . Whenever this Agreement refers to a number of
days, such number shall refer to calendar days unless Business Days or trading days are
specified . All accounting terms used herein and not expressly defined herein shall have the
meanings given to them under GAAP. Any representation or warranty contained herein as to the
enforceability of a Contract shall be subject to the effect ofany bankruptcy, insolvency,
reorganization, moratorium or other similar Law affecting the enforcement ofcreditors' rights
generally and to general equitable principles (regardless of whether such enforceability is
considered in a proceeding in equity or at law) . Time is ofthe essence with respect to this
Agreement.

14.01

	

Notices . All notices, requests and other communications hereunder must
be in writing and will be deemed to have been duly given only if delivered personally or by
facsimile transmission or mailed (first class postage prepaid) to the parties at the following
addresses or facsimile numbers :

If to Atmos, to :

Atmos Energy Corporation
1800 Three Lincoln Centre
5430 LBJ Freeway
Dallas, TX 75240
Attn : Louis P. Gregory
Facsimile No. : (972) 855-3080

with a copy to:

Gibson, Dunn & Crutcher LLP
2 100 McKinney Avenue, Suite 1100
Dallas, TX 75201
Attn : Irwin F . Sentilles, III
Facsimile No . : (214) 698-3400

If to the Company, to :

ARTICLE XIV
MISCELLANEOUS

Mississippi Valley Gas Company
P.O . Box 3348
Jackson, MS 39207
Attn: Matthew L. Holleman, III
Facsimile No. : (601) 961-6876



3f to the Shareholders, to :

Robert M. Hearin Support Foundation
P.O . Box 2540
Jackson, MS 39207
Attn : Daisy Blackwell
Facsimile No. : (601) 961-6876

Estate of Leon Hess
c/o Hess Group LLC
1185 Avenue of the Americas
40th Floor
New York, NY 10036
Attn : Robert Connor
Facsimile No. : (212) 536 8488

Twenty-Five Year Charitable Lead Annuity Trust under the Will of Leon Hess
c/o Hess Group LLC
1185 Avenue of the Americas
40th Floor
New York, NY 10036
Attn : Robert Connor
Facsimile No. : (212) 536 8488

with a copy to :

Milbank, Tweed, Hadley & McCloy LLP
One Chase Manhattan Plaza
New York, NY 10005
Attn : Robert S . Reder, Esq.
Facsimile No. : 212-530-5219

Baker, Donelson, Bearman & Caldwell
P.O. Box 14167
Jackson, MS 39236
Attn : James K. Dossett, Jr .
Facsimile No . : (601) 592-7482

All such notices, requests and other communications will (i) if delivered personally to the
address as provided in this Section 14 .01 , be deemed given upon delivery, (ii) if delivered by
facsimile transmission to the facsimile number as provided in this Section 14.01 , be deemed
given upon receipt, and (iii) if delivered by mail in the manner described above to the address as
provided in this Section 14.01 , be deemed given upon receipt . Any party from time to time may
change its address, facsimile number or other information for the purpose of notices to that party
by giving notice specifying such change to the other party hereto .



14.02

	

Entire Agreement . This Agreement supersedes all prior discussions and
agreements between the parties with respect to the subject matter hereof and contains the sole
and entire agreement between the parties hereto with respect to the subject matter hereof, other
than that certain confidentiality agreement between the parties dated October 13, 2000, which
shall survive the execution and delivery of this Agreement in accordance with its terms and shall
terminate at the Closing .

14.03

	

Expenses . Except as otherwise expressly provided in this Agreement
(including as provided in Section 12.02) , whether or not the transactions contemplated hereby
are consummated, each party will pay its own costs and expenses incurred in connection with the
negotiation, execution and closing of this Agreement and the Escrow Agreement and the
transactions contemplated hereby and thereby; provided that the Shareholders shall (i) pay the
fees and expenses of all investment banking firms (including Goldman, Sachs & Co .), legal
counsel (including Milbank, Tweed, Hadley & McCloy LLP and Forman Perry Watkins Krutz &
Tardy, PLLC), accountants (including Deloitte & Touche LLP), and other professional service
providers retained on behalf of the Shareholders or the Company in connection with such
transactions, and (ii) pay or reimburse the Company for any other out-of-pocket expenses
required for the performance by the Company of its obligations under this Agreement .
Notwithstanding the foregoing, all Transfer Taxes incurred in connection with the transactions
contemplated by this Agreement shall be the responsibility ofthe Shareholders ; and the
Shareholders, on the one hand, and Atmos, on the other hand, shall each pay one-half of all filing
fees under the HSR Act .

14.04

	

Public Announcements . At all times at or before the Closing, the
Shareholders and Atmos will not issue or make any reports, statements or releases to the public
with respect to this Agreement or the transactions contemplated hereby without the consent of
the other, which consent shall not be unreasonably withheld or delayed . If either party is unable
to obtain the approval of its public report, statement or release from the other party and such
report, statement or release is required by Law in order to discharge such party's disclosure
obligations, then such party may make or issue the legally required report, statement or release
and promptly furnish the other party with a copy thereof. The Shareholders and Atmos will also
obtain the other party's prior approval of any press release to be issued immediately following
the Closing announcing the consummation of the transactions contemplated by this Agreement,
which approval shall not be unreasonably withheld or delayed .

14.05

	

Waiver. Any term or condition of this Agreement may be waived at any
time by the party that is entitled to the benefit thereof, but no such waiver shall be effective
unless set forth in a written instrument duly executed by or on behalfof the party waiving such
term or condition . No waiver by any party of any term or condition of this Agreement, in any
one or more instances, shall be deemed to be or construed as a waiver of the same or any other
tern or condition of this Agreement on any future occasion . All remedies, either under this
Agreement or by Law or otherwise afforded, will be cumulative and not alternative, except as
otherwise expressly provided herein .



14.06 Amendment. This Agreement may be amended, supplemented or
modified only by a written instrument duly executed by or on behalf of each party hereto .

14.07 No Third Party Beneficiary . The terms and provisions ofthis Agreement
are intended solely for the benefit ofeach party hereto and their respective successors or
permitted assigns, and it is not the intention of the parties to confer third-party beneficiary rights
upon any other Person ; provided that the Shareholders may enforce the provisions of Section
7 .06 for the benefit ofthe Indemnified Agents .

14.08

	

No Assignment; Binding Effect . Neither this Agreement nor any right,
interest or obligation hereunder may be assigned by any party hereto without the prior written
consent of the other party hereto and any attempt to do so will be void, except (a) for
assignments and transfers by operation of Law and (b) that Atmos may assign any or all of its
rights, interests and obligations hereunder to a wholly-owned subsidiary ; provided that any such
subsidiary agrees in writing to be bound by all of the terms, conditions and provisions contained
herein, but no such assignment referred to in clause (b) shall relieve Atmos of its obligations
hereunder . Subject to the preceding sentence, this Agreement is binding upon, inures to the
benefit of and is enforceable by the parties hereto and their respective successors and assigns .

14.09 Headings . The headings used in this Agreement have been inserted for
convenience of reference only and do not define or limit the provisions hereof.

14.10

	

Consent to Jurisdiction . Each party hereby irrevocably consents to, and
agrees to accept and acknowledge, service of any and all process against such party in any
action, suit or proceeding arising out of or relating to the transactions contemplated by this
Agreement by registered or certified mail to the address for such party as set forth in Section
14.01 . Each party hereby irrevocably submits to the exclusive jurisdiction of the United States
District Court for the District of Delaware or any court of the State of Delaware in any such
action, suit or proceeding arising out of or relating to this Agreement or any of the transactions
contemplated hereby, and agrees that any such action, suit or proceeding shall be brought only in
such court, provided , however, that such consent to jurisdiction is solely for the purpose referred
to in this Section 14.10 and shall not be deemed to be a general submission to the jurisdiction of
said courts or in the State of Delaware other than for such purpose . Each party hereby
irrevocably waives, to the fullest extent permitted by Law, any objection that it may now or
hereafter have to the laying of the venue of any such action, suit or proceeding brought in such a
court and any claim that any such action, suit or proceeding brought in such a court has been
brought in an inconvenient forum.

14.11

	

Invalid Provisions . If any provision of this Agreement is held to be
illegal, invalid or unenforceable under any present or future Law, and if the rights or obligations
of any party hereto under this Agreement will not be materially and adversely affected thereby,
(a) such provision will be fully severable, (b) this Agreement will be construed and enforced as if
such illegal, invalid or unenforceable provision had never comprised a part hereof, and (c) the
remaining provisions of this Agreement will remain in full force and effect and will not be
affected by the illegal, invalid or unenforceable provision or by its severance herefrom .



14.12 Governing Law. This Agreement shall be governed by and construed in
accordance with the Laws ofthe State of Delaware applicable to a Contract executed and
performed in such State, without giving effect to the conflicts of Laws principles thereof that
would apply any other Law, except that the Merger shall be governed by the MBCA, the TBCA
and the VSCA.

14.13

	

Counterparts . This Agreement may be executed in any number of
counterparts, each ofwhich will be deemed an original, but all of which together will constitute
one and the same instrument .

14.14 Limitation on Trustee and Executor Liability . Notwithstanding anything
contained in this Agreement to the contrary, Atmos acknowledges and agrees that the trustees of
the Robert M. Hearin Support Foundation, the executors ofthe Estate of Leon Hess and the
trustees of the CLAT have executed and delivered this Agreement, and any and all documents in
connection herewith, solely as fiduciaries of such Foundation, Estate and CLAT, respectively,
and not in their personal or individual capacities . Atmos agrees that it shall have no recourse
against such trustees and executors in their individual or personal capacities under this
Agreement, or under any certificate, representation, warranty, indemnification or other
instrument delivered in connection herewith .

[SIGNATURE PAGES FOLLOW]



IN WITNESS WHEREOF, this Agreement has been duly executed and delivered
by the duly authorized officer of each party hereto as of the date first above written .

ATMOS ENERGY CORPORATION

By :

By :

By :

By :

By :
Name:

	

hn P. Reddy
Title :

	

Senior Vice President and
Chief Financial Officer

MISSISSIPPI VALLEY GAS COMPANY

By:
Name : Matthew L. Holleman, III
Title :

	

President and
ChiefExecutive Officer

ROBERT M. HEARIN SUPPORT FOUNDATION

Name: Daisy S . Blackwell
Title : Trustee

Name: Matthew L. Holleman, III
Title : Trustee

Name: Robert M. Hearin, Jr .
Title : Trustee

By :
Name : Laurie McRee
Title : Trustee

Name: E . E . Laird, Jr .
Title : Trustee

By:
Name: Alan W. Perry
Title : Trustee

fA
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IN WITNESS WHEREOF, this Agreement has been duly executed and delivered
by the duly authorized officer of each party hereto as ofthe date first above written .

ATMOS ENERGY CORPORATION

By:

MISSISSIPPI VALLEY GAS COMPANY

By:

ROBERTM. HEARIN SUPPORT FOUNDATION

By:

By:

By:

By:

By:

By:

Name:
Title :

Name: Matthew L . Holleman, III
Title:President & CEO

Name: Daisy S. Blackwell
Title : Trustee

Name: Matthew L. Holleman, III
Title : Trustee

Name: Robert M. Hearin, Jr .
Title: Trustee

Name: Laurie McRee
Title : Trustee

Name: E. E . Laird, Jr .
Title : Trustee

Name: Alan W. Perry
Title : Trustee
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SEP-21-01 FRI 01 :51 PM
59-21-2001 0818pm From-

TN WITNE69 W13PRE01", this Agreement has been duly axcsuted and dcliveed
by the duly authorized officer of each pany hwcw as ofthe date firsT above wrirtea.

ATMOSENERGY CORPORATION

By,.-
Name:
Ti4e:

MISSISSIPYI VALLEY GAS COMPANY

By:
Name :
Title:

N=O-. Daisy . Blackwell
Title: Trustee

By:

FAX :

ROSIRTM.HEAAIN SUPPORT FOUNDATION

Name: Mtew P . Ho11eman, Ill
Tille .. Trustee

By:
,

sme: Rob

	

1.

	

adn�Jr.
Title: Trustee

_A.t agL-A ..
Name. Laurie McRae
Title: Trustee
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By: ..S
Name: AlanW. Parry
Title: Trustee
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ESTATE OFLEON HESS

By:

By:

By:

By:

Name: NicholasF.Brady
Title : Executor

Nam : ohn B. Has
Title.-Executor

Name: Thomas H. Icean
Title: Executor

Name. BurtonT. Le~tz
Title : Executor

Name: JohnY. Sehryer
Title: Executor
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ESTATE OFLEON TTE83

8r.
Namrw N>cbo>ae F. Brady
Tit1w, 1?xaeolor

Sy:

Br-

NW= Jobs H. Hess
Titles Eucubor

Nears: 13
Tine: Exmmr

By:
amc: DohaY 8alavyer

T1I1c: Executor
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SCHEDULEI

NYI:#3298448v1

Pro Rata Share Shareholder or Permitted Transferee

Total Issuable Shares Robert M. Hearin Support Foundation - 50%

Estate o£Leon Hess - 25%

Twenty-Five Year Charitable Lead Annuity Trust
Under The Will of Leon Hess - 25%

Total Payable Cash Robert M. Hearin Support Foundation - 50%

Estate ofLeon Hess - 25%

Twenty-Five Year Charitable Lead Annuity Trust
Under The Will of Leon Hess - 25%

Escrow Funds Robert M. Hearin Support Foundation - 50%

Estate of Leon Hess - 25%

Twenty-Five Year Charitable Lead Annuity Trust
Under The Will of Leon Hess - 25%



FORM OF ESCROW AGREEMENT

THIS ESCROW AGREEMENT (this "Agreement") is made as of
by and among Atmos Energy Corporation, a Texas and Virginia corporation ("Atmos"), the
shareholders (each a "Shareholder" and collectively, the "Shareholders") of Mississippi Valley Gas
Company, a Mississippi corporation (the "Company"), and

	

(the "Escrow
Agent").

RECITALS

A.

	

Atmos, the Company and the Shareholders have entered into an Agreement and Plan
of Merger and Reorganization dated as of September 21, 2001 (the "Merger Agreement") that
provides, among other things, that (i) the Company will be merged with and into Atmos, with
Atmos being the surviving corporation, and (ii) the common stock, par value $5 .00 per share, of the
Company outstanding immediately prior to the merger will be converted into the right to receive
shares of common stock, no par value, of Atmos and cash . All initially capitalized terms used but
not defined in this Agreement shall have the meanings assigned to them in the Merger Agreement.
A copy ofthe Merger Agreement is attached hereto as Exhibit A .

B .

	

The Merger Agreement contemplates that a portion of the Merger Consideration will
be deposited in escrow with the Escrow Agent, to be held and distributed by the Escrow Agent on
the terms and conditions set forth herein .

C .

	

The Escrow Agent is willing to hold and administer such amount and any income
thereon and additions thereto, and to pay and distribute the amounts held by it in accordance with
the agreement of Atmos and the Shareholders and/or arbitral orjudicial orders and decrees as set
forth in this Agreement.

501360055 .00C

AGREEMENT

EXHIBIT A

NOW, THEREFORE, in consideration of the foregoing recitals and the mutual covenants
and agreements set forth in this Agreement and for other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows :

1 .

	

Deposit of Escrow Amount. As soon as practicable on the Closing Date after the
Delivery Time, Atmos will, pursuant to Sections 2.03 and 3 .01(b)(iv) of the Merger Agreement,
deposit with the Escrow Agent an aggregate of $10,000,000 in cash (the "Escrow Amount") . The
Escrow Amount shall constitute an escrow fund (the "Escrow Fund') for the satisfaction of the
indemnification obligations of the Shareholders pursuant to Article I I ofthe Merger Agreement .
As used hereinafter, the term "Escrow Fund" shall mean (i) the Escrow Amount initially deposited
with the Escrow Agent, less (ii) any amounts paid to Atmos pursuant hereto .

2 .

	

Investment of Escrow Fund. Until the release of the Escrow Fund pursuant to
Section 3 hereof, the Escrow Agent shall invest and reinvest the Escrow Fund at, and pursuant to,
the written direction of the Shareholders, solely in (a) obligations issued or guaranteed by the



United States ofAmerica or any agency or instrumentality thereof (provided that the full faith and
credit of the United States is pledged in support thereof), (b) obligations (including certificates of
deposit and banker's acceptances) of any domestic commercial bank having capital and surplus in
excess of $500,000,000 ; or (c) shares of the funds identified on Exhibit 8 attached hereto . If the
Shareholders do not give such written direction to the Escrow Agent, the Escrow Agent shall invest
and reinvest the Escrow Fund pursuant to clause (c) of the immediately preceding sentence . All
earnings received from the investment of the Escrow Fund shall be for the account of the
Shareholders and shall be distributed at the end of each calendar quarter during the term ofthis
Agreement and on the Escrow Termination Date ; provided that if there shall have been any loss to
the Escrow Fund from the investment thereof, then such distribution shall be reduced by the amount
of any such loss, and the amount of the reduction shall become part of the Escrow Fund. The
Escrow Agent shall have no responsibility or liability for any diminution of the Escrow Fund which
may result from any investment made pursuant to this Section 2, including any losses on any
investment required to be liquidated prior to maturity in order to make a payment required
hereunder .

3 .

	

Payments_ ofthe Escrow Amount.

(a)

	

If, at any time prior to 5 :00 p.m., Central Time, on the first anniversary ofthe
Closing Date (the "Escrow Period Termination Date"), Atmos shall deliver to the Escrow Agent
written notice (an "Escrow Event Notice") that Atmos has delivered to the Shareholders a Claim
Notice or an Indemnity Notice within the meaning ofthe Merger Agreement (together with a copy
ofthe Claim Notice or Indemnity Notice, as the case maybe, and written evidence of the
transmission to the Shareholders of such Claim Notice or Indemnity Notice, which evidence may be
in the form of a certified postal receipt, fax transmission confirmation, written statement ofpersonal
delivery or other evidence), then, subject to delivery of an Escrow Dispute Notice pursuant to
Section 3(b) below, the amount ofthe Escrow Fund specified in the applicable Claim Notice or
Indemnity Notice as necessary to compensate Atmos, its directors, officers, employees,
stockholders or Affiliates (or any ofthem) for the Losses subject thereto shall, automatically and
without further action of any kind by the parties hereto, be paid by the Escrow Agent to Atmos and
shall be deemed a reduction ofthe Merger Consideration.

(b)

	

If, within the period ending 60 days following receipt by the Shareholders of
a Claim Notice or an Indemnity Notice, as the case may be (the "Escrow Dispute Period"), the
Shareholders give notice (an "Escrow Dispute Notice") to the Escrow Agent and Atmos (together
with written evidence ofthe transmission to Atmos ofsuch Escrow Dispute Notice, which evidence
may be in the form of a certified postal receipt, fax transmission confirmation, written statement of
personal delivery or other evidence) disputing Atmos's determination of the occurrence o£ the
Escrow Event described therein or the amount of Losses arising therefrom, then Atmos and the
Shareholders shall use commercially reasonable efforts to resolve such dispute in accordance with
the Merger Agreement and Law. If no Escrow Dispute Notice is received by the Escrow Agent
within the Escrow Dispute Period, then on the first day following the Escrow Dispute Period, the
Escrow Agent shall pay to Atmos from the Escrow Fund the amount specified in the Escrow Event
Notice in accordance with Section 3(a) above, subject to the deductible set forth in Section
11 .01(c)(i) of the Merger Agreement. In the event a timely Escrow Dispute Notice is received by
the Escrow Agent (together with timely evidence of the transmission to Atmos of such Escrow
Dispute Notice), the Escrow Agent (i) shall not distribute to Atmos the portion of the Escrow Fund
subject to dispute and distribute to Atmos the portion ofthe Escrow Fund that is not in dispute,
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(ii) shall withhold from the amount otherwise distributable to the Shareholders pursuant to
Section 3(c) below that portion of the Escrow Amount which is sufficient to satisfy the portion
thereof subject to dispute until the Escrow Agent shall have received either (x) mutual written
instructions of Atmos and the Shareholders or (y) a non-appealable order or decree of any court or
arbitrator having jurisdiction over the matter and (iii) shall notify Atmos and the Shareholders in
writing with regard to the foregoing . Upon receipt by the Escrow Agent ofany such written
instructions or order or decree, the Escrow Agent shall distribute the Escrow Fund, or portion
thereof, in accordance therewith .

(c)

	

The Escrow Period shall terminate at 5:00 p .m., Central Time, on the Escrow
Period Termination Date ; provided however that the Escrow Period shall not terminate with respect
to such portion of the Escrow Fund that is necessary to satisfy any unsatisfied claims for Losses for
which Atmos has delivered an Escrow Event Notice concerning facts and circumstances existing
prior to the Escrow Period Termination Date . If at any time after the Termination Date the entire
balance remaining in the Escrow Fund exceeds the sum at that time of the amounts of any
unresolved claims received by the Escrow Agent prior to the Termination Date that have not been
cancelled, the Escrow Agent shall promptly pay over to the Shareholders from the Escrow Fund
their pro rata share (as set forth on Schedule I attached hereto) of the amount of such excess .
Promptly after the Escrow Period Termination Date or as soon thereafter as all such claims have
been resolved, the Escrow Agent shall deliver to the Shareholders theirpro rata share (as set forth
on Schedule I attached hereto) of the remaining portion of the Escrow Fund not required to satisfy
any unsatisfied claims for Losses for which Atmos has delivered an Escrow Event Notice
concerning facts and circumstances existing prior to the Escrow Period Termination Date .

5 .

	

Responsibility of Escrow Agent ; Indemnification .

(a)

	

Atmos and the Shareholders acknowledge and agree that the Escrow Agent
(i) shall not be responsible for any of the agreements referred to or described herein (including the
Merger Agreement), or for determining or compelling compliance therewith, and shall not
otherwise be bound thereby ; (ii) shall be obligated only for the performance of such duties as are
expressly and specifically set forth in this Agreement on its part to be performed, and no implied
duties or obligations of any kind shall be read into this Agreement against or on the part of the
Escrow Agent ; (iii) shall not be obligated to take any legal or other action hereunder which might in
its judgment involve or cause it to incur any expense or liability unless it shall have been furnished
with acceptable indemnification ; (iv) may rely on and shall be protected in acting or refraining from
acting upon any written notice, instruction (including wire transfer instructions, whether
incorporated herein or provided in a separate written instruction), instrument, statement, certificate,
request or other document furnished to it hereunder and reasonably believed by it to be genuine and
to have been signed or presented by the proper person, and shall have no responsibility for
determining the accuracy thereof; (v) may consult counsel satisfactory to it, including in-house
counsel, and the opinion of such counsel shall be full and complete authorization and protection in
respect of any action taken, suffered or omitted by it hereunder in good faith and in accordance with
the opinion of such counsel ; and (vi) shall not be responsible for delays or failures in performance
resulting from acts beyond its control, including without limitation, acts of God, strikes, lockouts,
riots, acts of war, epidemics, governmental regulations superimposed after the fact, fire,
communication line failures, computer viruses, power failures, earthquakes or other disasters .

Escrow Agreement
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(b)

	

The Escrow Agent shall not be liable to anyone for any action taken or
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omitted to be taken by it hereunder, except in the case of the Escrow Agent's gross negligence, bad
faith or willful misconduct . In no event shall the Escrow Agent be liable for indirect, punitive,
special or consequential damages .

(c)

	

The Escrow Agent shall have no more or less responsibility or liability on
account of any action or omission of any book-entry depository, securities intermediary or other
subescrow agent employed by the Escrow Agent than any such book-entry depository, securities
intermediary or other subescrow agent has to the Escrow Agent, except to the extent that such
action or omission of any book-entry depository, securities intermediary or other subescrow agent
was caused by the Escrow Agent's own gross negligence, bad faith or willful misconduct .

(d)

	

The Escrow Agent's fees for its services hereunder shall be as specified on
Exhibit C attached hereto, for so long as any portion of the Escrowed Fund are held by the Escrow
Agent hereunder . The fees and expenses of the Escrow Agent (including fees and disbursements of
counsel) shall be borne one-half by Atmos and one-half by the Shareholders .

(e)

	

Atmos and the Shareholders shall jointly and severally indemnify the Escrow
Agent and hold it harmless from and against any loss, liability, damage, cost and expense of any
nature incurred by the Escrow Agent arising out of or in connection with this Agreement or with the
administration of its duties hereunder, including reasonable attorneys' fees and other costs and
expenses of defending or preparing to defend against any claim of liability, unless and except to the
extent such loss, liability, damage, cost and expense shall be caused by the Escrow Agent's gross
negligence, bad faith or willful misconduct. The foregoing indemnification and agreement to hold
harmless shall survive the termination ofthis Agreement.

6 .

	

Resignation ofEscrow Agent; Removal . The Escrow Agent may, at any time, resign
as Escrow Agent hereunder by giving sixty (60) days' prior written notice of resignation to Atmos
and the Shareholders . The Escrow Agent may be removed at any time by Atmos and the
Shareholders by giving the Escrow Agent prior written notice of removal signed by Atmos and the
Shareholders . Prior to the effective date of the resignation or removal, as the case may be, as
specified in the applicable notice, Atmos will issue to the Escrow Agent a written instruction
authorizing redelivery of the Escrow Fund to a bank or trust company that it selects as successor to
the Escrow Agent hereunder, subject to the consent ofthe Shareholders (which consent shall not be
unreasonably withheld or delayed) . Such bank or trust company (or, in the case of a subsidiary of a
bank holding company, its parent) shall have capital, surplus and undivided profits in excess of
$100,000,000 . If, however, Atmos shall fail to name such a successor escrow agent within thirty
(30) days before the effective date of the resignation or removal, as the case may be, ofthe Escrow
Agent, other than as a result of the fault of the Shareholders, the Shareholders shall be entitled to
name such successor escrow agent . If no successor escrow agent is named by Atmos or the
Shareholders, the Escrow Agent may apply to a court of competent jurisdiction for appointment of a
successor escrow agent .

7 .

	

Tax-Related Terns.

(a)

	

Tax Reporting . Atmos and the Shareholders agree that, for tax reporting
purposes, the Escrow Fund shall be treated as a "grantor trust" and all interest or other taxable
income earned from the investment of the Escrow Fund in any tax year shall be taxable to the
Shareholders .

Escrow Agreement
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(b)

	

Certification ofTax Identification Number. Atmos and the Shareholders
agree to provide the Escrow Agent with a certified tax identification number by signing and
returning a Form W-9 (a copy of which is attached hereto as Exhibit D to the Escrow Agent prior
to the date on which any income earned from the investment ofthe Escrow Amount is credited to
the Escrow Amount. Atmos and the Shareholders understand and agree that, in the event their tax
identification numbers are not certified to the Escrow Agent, the Internal Revenue Code, as
amended from time to time, may require withholding of a portion of any interest or other income
earned on the investment of the Escrow Funds .

8 .

	

Representations and Warranties . Each of Atmos, each Shareholder and the Escrow
Agent represents and warrants to the other parties hereto as follows: (a) it has full legal right, power
and authority to enter into and perform all of their respective obligations under this Agreement;
(b) the execution, delivery and performance of this Agreement, and the consummation of the
transactions contemplated hereby, do not and will not violate any other agreement to which it is a
party; (c) this Agreement has been duly and validly executed and delivered and constitutes its legal,
valid and binding agreement, enforceable against it in accordance with its terms ; and (d) its
execution and delivery of this Agreement and its consummation of the transactions contemplated
hereby do not require the consent, waiver, approval, license or authorization of or any filing with
any Governmental or Regulatory Authority or other Person and will not violate, result in a breach of
or the acceleration of any obligation under, or constitute a default under, any provision of its charter
documents, or any indenture, mortgage, lien, lease, agreement, contract, instrument, order, law, rule,
regulation, judgment, ordinance, decree, or restriction by which it or any ofits properties or assets is
bound .

9 .

	

Dispute Resolution . Subject to Section 3(b) hereof, it is understood and agreed that
should any dispute arise with respect to the delivery, ownership, right of possession and/or
disposition of the Escrow Fund, or should any claim be made upon the Escrow Agent or the Escrow
Fund by a third party, the Escrow Agent, upon receipt ofnotice of such dispute or claim, is
authorized and shall be entitled (at its sole option and election) to retain in its possession without
liability, all or any of said Escrow Fund until such dispute shall have been settled either by the
mutual written agreement of the parties involved or by a final order, decree or judgment of a court
or arbitrator ofcompetent jurisdiction, the time for perfection of an appeal ofsuch order, decree or
judgment having expired . The Escrow Agent may, but shall be under no duty whatsoever to,
institute or defend any legal proceedings which relate to the Escrow Fund.

10.

	

Notices and Communications ; Wire Instructions .

(a)

	

All notices, requests and other communications hereunder must be in writing and
will be deemed to have been duly given only if delivered personally or by facsimile transmission or
mailed (first class postage prepaid) to the parties at the following addresses or facsimile numbers :

Escrow Agreement
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If to Atmos, to: -

Atmos Energy Corporation
1800 Three Lincoln Centre
5430 LBJ Freeway
Dallas, TX 75240
Attn : Louis P . Gregory
Facsimile No . : (972) 855-3080

with a copy to:

Gibson, Dunn & Crutcher LLP
2 100 McKinney Avenue, Suite 1100
Dallas, TX 75201
Attn : Irwin F. Sentilles, III
Facsimile No. : (214) 698-3400

Ifto the Shareholders, to:

Robert M. Hearin Support Foundation
P.O. Box 2540
Jackson, MS 39207
Attn : Daisy Blackwell
Facsimile No. : (601) 961-6876

Estate ofLeon Hess
c/o Hess Group LLC
1185 Avenue of the Americas
40th Floor
New York, NY 10036
Attn : Robert Coimor
Facsimile No. : (212) 536 8488

Twenty-Five Year Charitable Lead Annuity Trust under the Will of Leon Hess
c/o Hess Group LLC
1185 Avenue of the Americas
40th Floor
New York, NY 10036
Attn : Robert Connor
Facsimile No. : (212) 536 8488

with a copy to :

Milbank, Tweed, Hadley & McCloy LLP
One Chase Manhattan Plaza
New York, NY 10005
Attn : Robert S . Reder, Esq.
Facsimile No. : 212-530-5219

Escrow Agreement
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Baker, Donelson, Bearman & Caldwell
P.O. Box 14167
Jackson, MS 39236
Attn : James K. Dossett, Jr .
Facsimile No. : (601) 592-7482

If to the Escrow Agent, to :

[name of Escrow Agent]
[address]
Attn :
Facsimile No. :

All such notices, requests and other communications will (i) if delivered personally to the address as
provided in this Section 10(a), be deemed given upon delivery, (ii) if delivered by facsimile
transmission to the facsimile number as provided in this Section 10(a), be deemed given upon
receipt, and (iii) if delivered by mail in the manner described above to the address as provided in
this Section 10(a), be deemed given upon receipt . Notwithstanding the foregoing, notices addressed
to the Escrow Agent shall be effective only upon receipt . Any party from time to time may change
its address, facsimile number or other information for the purpose of notices to that party by giving
notice specifying such change to the other party hereto .

(b)

	

Wiring Instructions . With respect to the below-listed parties, any funds to be paid to
or by the Escrow Agent hereunder shall be sent by wire transfer pursuant to the following
instructions (or by such method of payment and pursuant to such instruction as may have been
given in advance and in writing to or by the Escrow Agent, as the case may be):

Escrow Agreement
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if to Atmos, to :
Bank:
ABA#:
A/C# :
Ref:

if to the Shareholders, to :

Bank:
ABA # :
A/C #:
Ref:

ifto the Escrow Agent, to:

ABA # :
A/C # :
Cr :
Attn :
Ref:
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11 .

	

No Assignment ; Binding Effect . Neither this Agreement nor any right, interest or
obligation hereunder may be assigned by any party hereto without the prior written consent ofthe
other party hereto and any attempt to do so will be void, except (a) for assignments and transfers by
operation ofLaw and (b) that Atmos may assign any or all of its rights, interests and obligations
hereunder to an Affiliate, provided that any such Affiliate agrees in writing to be bound by all ofthe
terms, conditions and provisions contained herein . Subject to the preceding sentence, this
Agreement is binding upon, inures to the benefit of and is enforceable by the parties hereto and their
respective successors and assigns .

12 .

	

NoThird Party Beneficiary . The terms and provisions of this Agreement are
intended solely for the benefit of each party hereto and their respective successors or permitted
assigns, and it is not the intention of the parties to confer third-party beneficiary rights upon any
other Person .

13 .

	

Term ; Modifications ; Waiver. This Agreement shall continue until the date on
which all of the Escrow Fund has been distributed as provided in Section 3 hereof. This Agreement
may be amended, supplemented or modified only by a written instrument duly executed by or on
behalfof each party hereto . Any term or condition of this Agreement may be waived at any time by
the party that is entitled to the benefit thereof, but no such waiver shall be effective unless set forth
in a written instrument duly executed by or on behalf of the party waiving such term or condition .
No waiver by any party of any term or condition of this Agreement, in any one or more instances,
shall be deemed to be or construed as a waiver of the same or any other term or condition of this
Agreement on any future occasion . All remedies, either under this Agreement or by Law or
otherwise afforded, will be cumulative and not alternative, except as otherwise expressly provided
herein .

14 .

	

Section Headings . The headings used in this Agreement have been inserted for
convenience of reference only and do not define or limit the provisions hereof.

15 .

	

Governing Law. This Agreement shall be governed by and construed in accordance
with the Laws of the State ofDelaware applicable to a Contract executed and performed in such
State, without giving effect to the conflicts of Laws principles thereof that would apply any other
Law.

16 .

	

Consent to Jurisdiction . Each party hereby irrevocably consents to, and agrees to
accept and acknowledge, service ofany and all process against such party in any action, suit or
proceeding arising out ofor relating to the transactions contemplated by this Agreement by
registered or certified mail to the address for such party as set forth in Section 10(a) . Each party
hereby irrevocably submits to the exclusive jurisdiction ofthe United States District Court for the
District ofDelaware or any court of the State of Delaware in any such action, suit or proceeding
arising out ofor relating to this Agreement or any of the transactions contemplated hereby, and
agrees that any such action, suit or proceeding shall be brought only in such court, provided,
however, that such consent to jurisdiction is solely for the purpose referred to in this Section 16 and
shall not be deemed to be a general submission to the jurisdiction of said courts or in the State of
Delaware other than for such purpose . Each party hereby irrevocably waives, to the fullest extent
permitted by Law, any objection that it may now or hereafter have to the laying of the venue of any
such action, suit or proceeding brought in such a court and any claim that any such action, suit or
proceeding brought in such a court has been brought in an inconvenient forum .

Escrow Agreement
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17.

	

Invalid Provisions . If any provision ofthis Agreement is held to be illegal, invalid or
unenforceable under any present or future Law, and if the rights or obligations of any party hereto
under this Agreement will not be materially and adversely affected thereby, (a) such provision will
be fully severable, (b) this Agreement will be construed and enforced as if such illegal, invalid or
unenforceable provision had never comprised a part hereof, and (c) the remaining provisions of this
Agreement will remain in full force and effect and will not be affected by the illegal, invalid or
unenforceable provision or by its severance herefrom .

18 .

	

Counterparts . This Agreement may be executed in any number ofcounterparts, each
of which will be deemed an original, but all of which together will constitute one and the same
instrument.

19 .

	

Limitation on Trustee and Executor Liability. Notwithstanding anything contained
in this Agreement to the contrary, Atmos acknowledges and agrees that the trustees ofthe Robert
M. Hearin Support Foundation, the executors of the Estate of Leon Hess and the trustees of the
Twenty-Five Year Charitable Lead Annuity Trust Under the Will Of Leon Hess, have executed and
delivered this Agreement, and any and all documents in connection herewith, solely as fiduciaries
of such Foundation, Estate and Trust, respectively, and not in their personal or individual capacities .
Atmos agrees that it shall have no recourse against such trustees and executors in their individual or
personal capacities under this Agreement, or under any certificate, representation, warranty,
indemnification or other instrument delivered in connection herewith .

Escrow Agreement
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IN WITNESS WHEREOF, this Agreement has been duly executed and
delivered by the duly authorized officer of each party hereto as of the date first above written .

Escrow Agreement
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ATMOS ENERGY CORPORATION

By:

ROBERT M. HEARIN SUPPORT FOUNDATION

By:
Name: Daisy S. Blackwell
Title : Trustee

By:

By:

By:

By:

Name:
Title :

Name: Matthew L. Holleman, III
Title : Trustee

Name: Robert M. Hearin, Jr .
Title : Trustee

Name : Laurie McRee
Title : Trustee

By:
Name : E. E. Laird, Jr .
Title : Trustee

Name: Alan W. Perry
Title : Trustee
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ESTATE OF LEON HESS

By:

By:

By:

By:

By:

Name : Nicholas F. Brady
Title : Executor

Name: John B. Hess
Title : Executor

Name: Thomas H. Kean
Title : Executor

Name: Burton T. Lefkowitz
Title : Executor

Name: John Y. Schreyer
Title : Executor



TWENTY-FIVE YEAR CHARITABLE LEAD ANNUITY
TRUST UNDER THE WILL OF LEON HESS

Nicholas F . Brady, as Trustee of the Leon Hess 25 Year
Charitable Lead Annuity Trust under Article SIXTH of the
Last Will and Testament of Leon Hess

John B . Hess, as Trustee of the Leon Hess 25 Year Charitable
Lead Annuity Trust under Article SIXTH of the Last Will and .
Testament of Leon Hess

Thomas H. Kean, as Trustee of the Leon Hess 25 Year
Charitable Lead Annuity Trust under Article SIXTH of the
Last Will and Testament ofLeon Hess

Burton T. Lefkowitz, as Trustee of the Leon Hess 25 Year
Charitable Lead Annuity Trust under Article SIXTH of the
Last Will and Testament of Leon Hess

John Y. Schreyer, as Trustee of the Leon Hess 25 Year
Charitable Lead Annuity Trust under Article SIXTH of the
Last Will and Testament of Leon Hess
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SCHEDULEI

Pro Rata Shares
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EXHIBIT A

Merger Agreement
[See attached]



MoneyMarket Funds

1 Day Rate

7 Day Rate-Simple

7 Day Rate-Compound

30 Day Rate-Simple

30 Day Rate-Compound
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EXHIBIT B

OBJECTIVE

	

PRIMARYINVESTMENTS

GOVT MMF

	

TREASURY

	

TREASURY
PLUS



SCHEDULE OF FEES
to act as ESCROW AGENT for

ATMOS ENERGY CORPORATION
and

the SHAREHOLDERS of MISSISSIPPI VALLEY GAS COMPANY
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EXHIBIT C



Payer's Name:

EXHIBIT D

NOTE: FAILURE TO COMPLETE AND RETURN THIS FORM MAY RESULT IN BACKUP WITHHOLDING OF 31%
OF ANY PAYMENTS MADE TO YOU PURSUANT TO THE OFFER. PLEASE REVIEW THE ENCLOSED
"GUIDELINES FOR CERTIFICATION OF TAXPAYER IDENTIFICATION NUMBER ON SUBSTITUTE FORM
W-9" FOR ADDITIONAL DETAILS .
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YOU MUST COMPLETE THE FOLLOWING CERTIFICATE IF YOU CHECKED THE BOX
IN PART 3 OF SUBSTITUTE FORM W-9

SUBSTITUTE
Part 1 - PLEASE PROVIDE YOUR TIN
IN THE BOX AT RIGHT AND CERTIFY

W-,7 BY SIGNING AND DATING BELOW .Form (Social Security Nun'ber or
Ert'ployeridenliricalion Number)

Department ofthe Treasury internal
Revenue Service Part 2 - CERTIFICATION - Under the penalties of Part 3-

perjury, I certify that:
(1) The number shown on this form is my correct Awaiting -

Taxpayer Identification Number (or I am waiting
for a number to be issued to me) and

(2) I am not subject to backup withholding either
because I have not been notified by the Internal TIN
Revenue Service ("IRS") that I am subject to
backup withholding as a result of failure to report
all interest or dividends, or the IRS has notified
me that I am no longer subject to backup
withholding .

Certificate instructions-You must cross out item (2) in part 2 above if you have been

Payer's Request for Taxpayer notified by the IRS that you are subject to backup withholding because of underreporting

Identification Number interest or dividends on your tax return . However, if after being notified by the IRS that you
are subject to backup withhoding you received another notification stating that you are no
longer subject to backup withholding, do not cross out item (2) .

SIGNATURE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . DATE . . . . . . . . . . . . . . . . . . .

Name . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
(Please Print)

Address . . . . . . . . . . . . . . . . . . . . . .. . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
.~nclude .Zip Code)



CERTIFICATE OF AWAITING TAXPAYER IDENTIFICATION NUMBER

I certify under penalties of perjury that a Taxpayer Identification Number has not been issued to me and
either (a) I have mailed or delivered an application to receive a Taxpayer Identification Number to the
appropriate Internal Revenue Service Center or Social Security Administration Office or (b) I intend to mail or
deliver an application in the near future . I understand that if I do not provide a Taxpayer Identification
Number within sixty (60) days, 31 % of all reportable payments made to me thereafter will be withheld until I
provide a number .

signature

	

Date
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