BEFORE THE PuBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

The Staff of the Missouri Public Service
Commission,

Complainant,

Case No. GC-2011-____

Laclede Gas Company, Laclede Energy
Resources and The Laclede Group,

)
)
)
)
)
V. )
)
)
)
)
)

Respondents.

COMPLAINT

COMES NOW, the Staff of the Public Service Commission (Staff), by and through the
Chief Staff Counsel and undersigned counsel, pursuant to Section 386.390," and for its
Complaint states:

Introduction

Staff’s complaint is that Laclede Gas Company (Laclede) has failed to comply with the
Commission’s Affiliate Transactions Rules (Rules) ? in its dealings with its gas marketing
affiliate Laclede Energy Resources (LER) in transactions pricing. The Laclede Group, Laclede
and LER share common management resulting in, among other things, improper sharing of
information in violation of the Rules prohibition against preferential treatment of affiliates.’

On its face, Laclede’s Cost allocation Manual (CAM)(see Attachment A)” is in violation
of the Commission’s Rules because it does not require Laclede to price certain affiliate

transactions with its gas marketing affiliate in accord with the Rule’s pricing standards. Because

L All references are to the Revised Statutes of Missouri 2000 (as currently supplemented, unless otherwise noted.)
2 4 CSR 240-40.016 is the Commission’s Rule for Gas Marketing Affiliates and is almost identical to 4 CSR 240-
40.015, except for the Non-discrimination standards in Section (2). Unless noted, references to the Commission’s
Rules should be considered reference to both for purposes of this Complaint.

% 4 CSR 240-40.015(2)(B). (...the regulated utility shall not provide preferential treatment to an affiliate.)

* Attachment A contains portions of Laclede’s 2004 CAM.
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of this failure, the Rule deems Laclede to be giving LER a prohibited financial advantage. 4 CSR
240-40.016(3)(A).

Staff will also demonstrate that Laclede’s CAM fails to comply with CSR 240-40.016
(Marketing Affiliate Transactions) (Rules) in that, among other things, the CAM does not
contain or require Laclede to comply with the affiliate transactions cost standards.” “A regulated
gas corporation shall not provide a financial advantage to an affiliated entity. For the purposes
of this rule, a regulated gas corporation shall be deemed to provide a financial advantage to an

affiliated entity if—"°

it fails to price those transactions in accord with the Rule. 4 CSR 240-
40.016(3).” (emphasis supplied.) The Rule’s asymmetrical pricing standards are designed to
prevent Laclede from improperly cross-subsidizing its gas marketing affiliate Laclede Energy
Resources (LER) to the detriment of its captive customers.

Laclede is also violating the Rule by engaging in transactions that are not in compliance
with the Rule, without requesting a variance. “The regulated [utility]shall not participate in any
affiliated transactions which are not in compliance with this rule, except as otherwise provided in

section (10) of this rule [which provides a procedure by which Laclede could have obtained a

variance from these standards].” 4 CSR 240-40.015(2)(D).

® 4 CSR 240-40.016(3)(A).
® (3) Standards.
(A) A regulated gas corporation shall not provide a financial advantage to an affiliated entity. For the purposes of
this rule, a regulated gas corporation shall be deemed to provide a financial advantage to an affiliated entity if—
1. It compensates an affiliated entity for goods or services above the lesser of—
A. The fair market price; or
B. The fully distributed cost to the regulated gas corporation to provide the goods or services for itself; or
2. It transfers information, assets, goods or services of any kind to an affiliated entity below the greater of--
A. The fair market price; or
B. The fully distributed cost to the regulated gas corporation. (emphasis supplied.)
" 4 CSR 240-40.016 is the Commission’s Rule for Gas Marketing Affiliates and is almost identical to 4 CSR 240-
40.015. Unless noted, references to the Commission’s Rules should be considered reference to both for purposes of
this Complaint.



Complainant

1. Complainant is the Staff of the Missouri Public Service Commission (the Staff),
acting through the Chief Staff Counsel, as authorized by Commission Rule 4 CSR 240-2.070(1)
and Sections 386.240 and 386.390.

Respondent

2. Laclede Gas Company (Laclede) is a monopoly utility company operating in
eastern Missouri, serving approximately 630,000 customers.

3. Respondent, Laclede is a Missouri general business corporation in good
standing, incorporated on March 2, 1857, as Laclede Gas Light Company. Its principle place of
business is located at 720 Olive Street, St. Louis, Missouri 63101 and its registered agent is Mary
Caola Kullman, 720 Olive Street, Suite 1517, St. Louis, Missouri 63101.

4, On its website Laclede describes itself as “primarily a regulated natural gas
distribution utility” and the “largest natural gas distribution utility in Missouri, serving
approximately 630,000 residential, commercial and industrial customers” in “the Missouri
portions of the St. Louis Metropolitan area and several nearby counties in Southeastern

Missouri.” www.lacledegas.com “About Laclede Gas” and “Mission Statement.”

5. Laclede is a wholly-owned subsidiary of The Laclede Group, Inc. (Group), a
Missouri general business corporation in good standing, incorporated on October 18, 2000.
Group’s principal place of business is also located at 720 Olive St. St. Louis, Missouri 63101 and
its registered agent is Mary Caola Kullman, 720 Olive Steet, Suite 1517, St. Louis, Missouri
63101.

6. In its latest 10-k filing with the Securities and Exchange Commission, Group

describes itself as:



a public utility holding company formed through a corporate restructuring that
became effective October 1, 2001. Laclede Group is committed to providing
reliable natural gas service through its regulated core utility operations while
engaging in non-regulated activities that provide sustainable growth. All of
Laclede Group’s subsidiaries are wholly owned. The Regulated Gas Distribution
segment includes Laclede Gas Company (Laclede Gas or the Utility), Laclede
Group’s largest subsidiary and core business unit. Laclede Gas is a public utility
engaged in the retail distribution and sale of natural gas. Laclede Gas is the largest
natural gas distribution utility in Missouri, serving approximately 630,000
residential, commercial, and industrial customers in the City of St. Louis and parts
of ten counties in eastern Missouri.

7. Laclede Energy Resources (LER) is a Missouri corporation in good standing,
incorporated on May 28, 1981. Its principal place of business is 720 Olive Street, St. Louis,
Missouri 63101 and its registered agent is Mary Caola Kullman, 720 Olive St., Suite 1517, St.
Louis, Missouri 63101.

8. In its 10-K SEC filing, LER is described as follows:

The Non-Regulated Gas Marketing segment includes Laclede Energy Resources,
Inc. (LER), a wholly-owned subsidiary engaged in the marketing of natural gas
and related activities on a non-regulated basis. LER markets natural gas to both
on-system Utility transportation customers and customers outside of Laclede Gas.

9. The holding company, the Laclede Group, is described in the 10-K as:

The Laclede Group (NYSE: LG) provides a flexible way to operate and grow our
business. It is the parent organization of the regulated core utility component —
Laclede Gas Company — and of a non-regulated component being developed to
achieve sustainable growth in a measured and manageable manner. The Laclede
Group's largest non-regulated activity is Laclede Energy Resources, a subsidiary
engaged in non-regulated efforts to market natural gas and related activities.

10. LER markets natural gas and related activities both on system to utility
transportation customers and customers outside of Laclede Gas’ traditional service territory,

including large retail and wholesale customers. (Laclede’s 10-K SEC filing, p. 5-6;

http://www.snl.com/irweblinkx/docs.aspx?iid=4002506.)




Jurisdiction

11. Laclede is a natural gas corporation as defined in §386.020(19), RSMo.

12. The Commission has authority to hear and determine complaints against gas
corporations pursuant to §386.390.1. “Complaint may be made . . . in writing, setting forth any
act or thing done or omitted to be done by an corporation . . . in violation, or claimed violation,
of any provision of law, or of any rule or order or decision of the Commission . . .”

Background of the Commission’s Rules

13. The Commission’s affiliate transactions rules, including 4 CSR 240-40.015 and 4
CSR 240-240-40.016, were promulgated and were affirmed by the Missouri Supreme Court in
State ex rel. Atmos Energy Corp. v. Public Service Com'n, 103 S.W.3d 753 (Mo. 2003),
rehearing denied (May 27, 2003).

14, The Court described the purpose of the rules: ““As long as a [public utility] is
engaged in both monopoly and competitive activities, it will have the incentive as well as the
ability to ‘milk’ the rate-of-return regulated monopoly affiliate to subsidize its competitive
ventures... To counter this trend, the new rules, and in particular, the asymmetrical pricing
standards, prohibit utilities from providing an advantage to their affiliates to the detriment
of rate-paying customers. In addition, to police compliance, the rules require the utilities to
ensure that they and their affiliates maintain records of certain transactions.” Atmos at 764 (Mo.
2003)(emphasis supplied).

15. As the Atmos Court noted, the Rules were promulgated because of: the
emergence of a profit-producing scheme among public utilities termed “cross-subsidization,”
in which utilities abandon their traditional monopoly structure and expand into non-regulated

areas” to the detriment of ratepayers. Atmos 103 S.W.3d at 764 (emphasis added).



Background of Laclede’s CAM

16. In Case No. GM-2001-342, Laclede Gas applied to the Commission seeking
authority to restructure as a holding company. The Direct Testimony of Patricia A. Krieger, in
that case contained a proposed CAM. (Krieger CAM)

17. When Laclede filed the restructuring case, the Commission’s Affiliate
Transactions Rules were on appeal. Several companies, including Laclede, challenged the
Commission’s authority to promulgate the rules. In 2003, the Missouri Supreme Court, in a
unanimous decision, affirmed the Commission’s jurisdiction, authority and process used to
promulgate the Rules. Atmos Energy Corp. v. Public Service Com'n, 103 S.W.3d 753 (Mo.
2003), rehearing denied (May 27, 2003).

18. Since the Rules were on appeal at the time Laclede sought to restructure, one of
the conditions in Stipulation and Agreement (S&A) resolving that case, required that “[t]he
CAM shall be in the form contained in the direct testimony of Patricia A. Krieger, provided that
the CAM” shall also contain additional information . . . as listed in the S&A. (Attachment B)

19. Notably, the Krieger CAM (Attachment C) contains asymmetrical pricing
provisions for affiliate transactions of both “fair market” pricing provisions and “fully distributed
cost” to determine the pricing of charges paid by Laclede to LER for goods and services and
payments made to Laclede by LER for goods and services. Laclede’s current CAM, originally

submitted in 2004, is not in the form contained in the direct testimony of Patricia A. Krieger.



History of Laclede’s Non-compliance

20. Complainant hereby realleges and incorporates herein by reference
Paragraphs 1 through 19.

21. Staff recognized problems with Laclede witness Krieger’s proposed CAM as
early as GM-2001-342 and made suggested changes to the CAM to address those issues.

22. After the Missouri Supreme Court affirmed the Commission’s Affiliate
Transactions Rules, (Rules) Staff met with all companies with affiliates, including Laclede in an
attempt to address CAM issues and questions related to the Rules. Nothing was resolved in the
initial Laclede meeting.

23. In 2004, Laclede submitted a CAM, which it described as being “updated” to
reflect the outcome of any final judicial resolution of the Commission’s affiliate transactions
rules. “This version of the Cam seeks to accomplish that goal.”

24, Laclede’s CAM does not reflect the outcome of the Atmos case. It fails to
include the Fully Distributed Cost (FDC) of Laclede in determining the appropriate price of gas
supply purchases and pipeline transportation and storage capacity release when LER sells to
Laclede (Attachment A, page 13) and when Laclede sells gas supply to LER that CAM provision
does not include asymmetrical pricing (Attachment A page 14). These pricing provisions
determine when a financial advantage is given to an affiliate. 4 CSR 240-40.015(2).

25. Recognizing the fact that Laclede’s CAM did not comply with the Commission’s
Rules and were not in the form of the Krieger CAM, in Laclede rate Case No. GR-2007-0208,
the Parties to that case agreed to meet to discuss issues with the CAM:

1. Within ninety (90) days of the effective date of the Commission’s
Report and Order in this case, Laclede, Staff and Public Counsel shall begin

meeting to discuss any issues or concerns they may have relating to Laclede’s
Cost Allocation Manual (“CAM”), the compliance of the CAM with the



Commission’s affiliate transactions rules, and transactions between Laclede
and its affiliates. Such meetings shall not be construed as placing any
restrictions on Staff’s or Public Counsel’s ability to investigate and file
complaints concerning such matters.

26. The parties did meet, but, despite a lengthy discussion of the issues, no progress
was made in resolving any differences.

217, In Laclede’s most recent rate case, the parties have attempted to resolve the
corporate allocations issues,® but were unable to resolve the issues of Laclede’s non-compliant
gas procurement pricing still contained in Laclede’s CAM causing the CAM to violate the
Commission’s affiliate transactions rules.

28. The parties, Laclede, the Office of the Public Counsel and Staff, met as recently
as September 7, 2010, to discuss issues with the Company’s CAM, but were unable to make any
progress toward reaching any agreement as to the issues regarding Laclede’s CAM and the
Company’s compliance with the Affiliate Transactions Rules.

29. The Commission has never approved Laclede’s CAM and neither the
Commission nor its Staff is bound in any way by provisions in Laclede’s unlawful CAM.

Laclede’s violation of the Rule’s Asymmetrical Pricing Provisions

30. Laclede’s CAM for Energy-Related Goods and Services indicates that “[t]o
ensure compliance with both the transfer pricing and anti-discrimination provisions of the
affiliate transactions and marketing affiliate transactions rules . . . the following standards will be
applied to the purchase and sale of energy-related goods and services including natural gas

supplies, transportation and storage capacity, between Laclede Gas Company and affiliated and

unaffiliated entities alike.”

8 See Partial Stipulation and Agreement in GR-2010-0171, paragraph 17 and Attachment C (attached hereto as
Attachment E).



31. When it compensates LER for goods or services related to gas supply, if Laclede
is not calculating both the fair market price® for the goods or service, and Laclede’s fully
distributed cost'® for the goods or service, and paying the lower of the two values, it is
overpaying LER in violation of the Commission’s affiliate transactions rules. 4 CSR 240-40-015
(2)(A)(1) and (3)(A).

32. When Laclede transfers information, assets, goods or services related to gas
supply to LER and Laclede is not calculating both the fair market value and Laclede’s fully
distributed cost, documenting both calculations, and charging LER the higher of the two values,
Laclede is in violation of the Commission’s affiliate transactions rules. 4 CSR 240-40.015
(2)(A)(2) and (3)(B).

33. In other words, Laclede’s current CAM does not require Laclede’s gas supply
purchases from LER to be the lower of Laclede’s fully-distributed cost or the fair market value
but only requires “fair market price.”

34, Laclede’s provision for gas supply sales to affiliates does not require the sale to
be the higher of fair market value or Laclede’s fully distributed cost. Contrary to the Rules, the
CAM defines fair market price as the average price'* of other similar sales. (Attachment A, page

14)

° Fair market value is traditionally considered to be the amount something would sell for in an open market between
a willing buyer and a willing seller who are both knowledgeable, informed and prudent and who are acting
independently of each other.

1% Fully distributed cost (FDC) means a methodology that examines all costs of an enterprise in relation to all the
goods and services that are produced. FDC requires recognition of all costs incurred directly or indirectly used to
produce a good or service. Costs are assigned either through a direct or allocated approach. Costs that cannot be
directly assigned or indirectly allocated (e.g., general and administrative) must also be included in the FDC
calculation through a general allocation.

1 Gas supply sales shall be the fair market price which shall be determined as the average price of similar purchases
made by Laclede Gas Company or other firms from non-affiliated entities entered into at similar times for similar
duration and location of such purchases. If such purchases do not exist, the fair market price will be determined for
the location and period in question by using an industry accepted index or index prices applicable to such location
published in either Gas Daily, Inside FERC, or other similar publication widely accepted in the industry for
determining the value of such gas supplies.



35. Laclede’s CAM does not control its affiliate practices when it violates the
Commission’s Rules.

36. If a gas utility determines a non-compliant transaction is in the interest of its
customers, the rules make provision for the utility to present its case to the Commission. 4 CSR
240-40.015(11)

37. Laclede has never requested a waiver or variance of the application of the
asymmetrical pricing rules to its non-compliant transactions or for its unlawful CAM provisions.

38. If Laclede truly believes its transactions are to its customers’ benefit instead
benefitting its unregulated operations to the detriment of its customers , it should have filed for a
variance.

39. If Laclede believes FDC is same as FMV it should ask for a waiver.

Laclede’s Violation of the Rules Preferential Treatment Prohibitions

40. Laclede also violates 4 CSR 240-40.015(2)(B) and (C) by providing information
to its affiliate not available to non-affiliates.

41. To meet its customers’ reliability needs, Laclede needs firm supply. LER may
be using interruptible supply which it sells to Laclede to meet Laclede’s firm gas sales
requirements.

42. LER has access to information about Laclede’s gas operations including, but not
limited to: Laclede’s gas buying strategies, hedging operations, gas purchasing needs, customer
usage, suppliers, storage and peaking facilities and operations, to which no non-affiliated entity
has access.

43. Laclede and LER share corporate directors:

Laclede Gas Company:
Douglas H. Yaeger - Chairman of the Board, President and CEO
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Kenneth J. Neises - Executive VP - Energy and Administrative Services (retired October 1)
Mark D. Waltermire - Senior Vice President and Chief Financial Officer

Mark C. Darrell - Senior Vice President and General Counsel

Mary Caola Kullman - Chief Governance Officer and Corporate Secretary

Michael C. Geiselhart - Vice President - Strategic Development and Planning

Lynn D. Rawlings - Treasurer and Assistant Secretary

Laclede Energy Resources

Douglas H. Yaeger - President

Kenneth J. Neises - Vice President

Mark D. Waltermire - Vice President

Scott E. Jaskowiak - Vice President - General Manager and former Laclede gas buyer
George Godat - Vice President - Resource Management former Laclede gas buyer
Lynn D. Rawlings - Treasurer and Assistant Secretary

Mary Caola Kullman - Corporate Secretary

44, Mr. Neises has had, and other top and mid-level executives have unreasonable
conflicts of interest because they have executive compensation incentives to benefit both Laclede
and LER. (SEC Proxy statement, Attachment D.)

45. Laclede attorneys represent LER, giving LER an advantage over non-affiliates in
its understanding of Laclede’s legal strategies at both this Commission and the Federal Energy
Regulatory Commission.

46. Because of the perceived conflicts and the ability that the top executives have of
sharing valuable and confidential information between the two companies, giving the affiliated
entity an advantage a manner that discriminates in favor of the affiliated entity, Commission
Staff asserts that Laclede is in violation of the Commission’s affiliate transactions rules for this
and all of the above stated reasons.

WHEREFORE, the Staff moves the Commission to accept Staff’s complaint and grant

any and other relief as reasonable in this case.
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Respectfully submitted,

/sl Lera L. Shemwell
Lera L. Shemwell
Missouri Bar No. 43792
Annette Slack

Missouri Bar No. 50601
Kevin Thompson
Missouri Bar No. 36288

Attorneys for the Staff of the
Missouri Public Service Commission
P. O. Box 360

Jefferson City, MO 65102

(573) 751-7431 (Telephone)

(573) 751-9285 (Fax)
lera.shemwell@psc.mo.gov

Certificate of Service

I hereby certify that copies of the foregoing have been mailed, hand-delivered, or transmitted by
facsimile or electronic mail to all counsel of record this 6™ day of October 2010.
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MANUAL

COST ALLOCATION

The Laclede Group, Inc.
Laclede Gas Company
Laclede Investment LLC
Laclede Development Company
Laclede Pipeline Company
Laclede Energy Resources, Inc,
Laclede Venture Corp.
Laclede Gas Family Services, Inc.
SM&P Utility Resources, Inc.

i 720 Olive Street - St. Louis, MO 63101

Attachment A




L INTRODUCTION

On August 14, 2001, the Missouri Public Service Commission issued an Order in
Case No. GM-2001-342 authorizing the Company to restructure itself into a holding
company (.Thc Laclede Group, Inec.), a regulated utility company (Laclede Gas
Company), and unregulated subsidiaries. As part of that Order, the Company agreed to
periodically submit a revised Cost Allocation Manual (CAM) to Staff, Public Counsel
and the Company’s Union (PACE) in order to preserve and supplement existing
protections against improper cross-subsidization between Laclede Gas Company and itg
affiliated entities. To that end, Laclede Gas Company submitted a revised Cost Allocation
Manual (CAM) to these parties in December, 2001 which set forth the policies and
procedures to be followed when Laclede Gas Company engages in any transactions with
its affiliates. Laclede Gas Company also committed to resubmitting the CAM  to Staff,
Public Counsel, and PACE on or before April 15, 2003 and on an annual basis thereafter,
for the twelve-month period ended September of the prior year.

The CAM submitted by Laclede Gas Company addressed some, but not all, of
the regulations adopted by the Commission in its Affiliate Transactions Rules which
were then under appeal, It was noted, however, that the CAM could be readily updated
to reflect the outcome of any final judicial resolution of the Commission’s affiliate
transactions rules. This version of the CAM secks to accomplish that goal.

1L SCOPE OF AFFILIATE TRANSACTIONS

The number and scope of affiliate transactions are limited. Laclede Gas Company
is the largest company in the new structure and remains devoted to providing high quality

gas service,




Nonetheless, there are or may be opportunities to share certain administrative and
other functions among system companies to introduce efficiencies to purchasers of
regulated and unregulated services alike, This CAM is designed to ensure that such cost-
saving opportunities are accounted for in a manner that, consistent with applicable law
and regulation, reasonably prevents inappropriate cross-subsidization.

Y. SERVICES AND FACILITIES AGREEMENT

The Laclede Group and each affiliate taking or receiving services, sharing
facilities or having other affiliate transactions with Laclede Guas will sign and béecome a
party to a Services and Facilities Agreement (“SFA”). The SFA establishes procedures,
terms and conditions for providing shared services and facilities and other activities, A
copy of the SFA is attached hereto as Appendix 1,
1IV. ACCOUNTING PROCEDURES

Laclede Gas Company shall maintain adequate books and records with respect fo
the transactions described in this CAM and in the SFA to record the costs to be
apportioned to the other Parties, Laclede Gas Company shall be responsible for ensuring
that the costs associated with transactions covered by this CAM are properly and
consistently allocated and billed in accordance with the terms and provisions of the SFA.

Laclede Gas Company, each affiliate and The Laclede Group, Inc. will maintain
records supporting its affiliated transactions for at least five years. Laclede Gas
Company shall conduc;t audits of this CAM and the SFA on a periodic basis. Computer
systems, billings and source documentation will be examined to ensnre the services,

facilities or other activities provided are authorized, documented and acourately recorded.




V. SERVICES, FACILITIES AND ACTIVITIES

Each company will determine the appropriate level of services, facilities or other
activities it requires and will make such tequests as it deems appropriate.
A. Facilities. Upon the terms and subject to the conditions of the CAM and SFA,
a Party may request, without limitation, the use of;
(a) facilities, including office space, warehouse and storage space, natural
gas transportation and storage facilities, including third party facilities reserved
for Laclede's use pursnant to contract, repair facilities, manufacturing and

production facilities, fixtures and office furniture and equipment;

(b} computer equipment (both stand-alone and mainframe) and networks,
peripheral devices, storage media, and software;

(¢) communications equipment, including andio and video equipment, radio
equipment, telecommunications equipment and networks, and transmission and
switching capability;

(d) wvehicles, including awtomobiles, trucks, vans, ftrailers, transport
equiptnent, material handling equipment and construction equipment; and

(e) machinery, equipment, tools, paﬁs, and éupplics.

A Party shai] have no obligation to provide any of the foregoing to the extent that
such item or items are not available (either because such Party does not possess the item
or the item is otherwise being used). A Party has sole discretion in scheduling the use of
facilities, equipment or capabilities so as to avoid interference with that Party’s
operations.

B. Services. Upon the terms and subject to the conditions of the CAM and the
SFA, a Party may request, without limitation:

(a) Administrative and management services, including accounting (i.e,
bookkeeping, billing, accounts receivable administration and accounts payable
administration, and financial reporting); audit; executive; finance; insurance;

information systems services; investment advisory services; legal; library; record
keeping; secretatial and other general office support; real estate management;




security holder services; tax; treasury; and other administrative and management
services;

(b) Persomnel services, including recruiting; training and evaluation
services; payroll processing; employee benefits administration and processing;
labor negotiations and management; and related services;

(c) Purchasing services, including preparation and analysis of product
specifications, requests for proposals and similar solicitations; vendor and vendor-
product evaluations; purchase order processing; receipt, handling, warchousing
and disbursement of purchased items; contract negotiation and admimstration;
inventory management and disbursement; and similar services; and

(d) Operational services, including drafting and technical specification
development and evaluation;« consulting; engineering; environmental;
construction; design; resource planning; economic¢ and strategic analysis;
research; testing; traiming; “public and govemmental relations; and other
operational services.

A Party shall have no obligation to provide any of the foregoing to the extent that
it is not capable of providing such service (either because such Party does not have
personnel capable of providing the requested service or the service is otherwise being
used). A Party has sole discretion in scheduling of services so as to avoid intetference
with the Party’s operations,

C. Joint Purchasing. A party may also request that another Party or Parties enter
into arrangements to effect the joint purchase of goods or services from third patties.
Under the SFA, Laclede Gas will only participate in such amrangements if its fully
distributed cost for such goods or services is not thereby increased.

No Party shall be required to purchase a service that it is otherwise capable of
providing or obtaining. In the event that any such arrangements are established, one
Party may be designated as, or serve as, agent for the other Parties to the arrangement and

may administer the atrangement (including billing and collecting amounts due the

vendor(s)) for the other Parties,




D. Cash Management. The Parties may enter into one or more arrangements
providing for the central collection, management, investment and disbursement of cash
by a Party. If such an arrangement is established, then pursuant to the SFA:

(a) the Parties participating in such arrangement shall establish appropriate
inter-company accounts to track the amount of cash transferred and/or received by
each Party to such arrangement and the pro rata portion of the oarhings received
or interest paid by each such party from the investment or borrowing of cash; and

(b) the Party responsible under the srrangement for the management and
investment of such cash shall sstablish' a separate account or accounts for such
putpose, which account(s) and the records associated therewith shall clearly
indicate that other Parties have an interest in said account(s) and the proceeds
thereof and shall not be subject to set-off by the bank or other institution holding

the same except to the limited extent of expenses arising from the management,
handling and investment of the account(s).

E. Agreements, Ete. A Party may evidence their agreement with respect to
the availability, provision or use of the facilities, services and activities described in this
CAM by entering into an agreement, lease, license or other written memorandum or
evidence consistent with the ferms of the SFA.

VI, ASSET TRANSFERS

Laclede Gas Company shall not sell, lease, assign or transfer to any affiliate or
third party any of its utility assets that are used and useful in the performance of
Laclede’s public utility obligations without obtaining Commission approval.

VIL. CHARGES; PAYMENT

A, Charges. Charges for the use of facilities, equipment, capabilities or services
shall be determined in accordance with the section below regarding cost principles, By
requesting the use of facilities, equipment, capabilities and/or services, a Party shall be
deemed to have agreed to pay, and shall pay, to the Provider or Providers the charge

determined therefor in accordance with the CAM and the SFA,




B. Payment. Payment for the facilities, services and other activities shall be
accounted for on a monthly basis and shall acerue interest if not made by the last day of
the month following the month in which the service was rendered. Late payments shall
bear interest at a simple rate per annum equal to the prime bank lending rate as published
in The Wall Street Journal (on the first day of the month) minus one percentage point.

Such interest shall be based on the period of time that the payment is late.

VIII. ANNUAL REPORTING REQUIREMENTS

The following information, as required 'fo aamin_ister, gudit, and verify the
Transfer Pricing and Costing Methodologies set forth in Section IX of this CAM or such
other Transfer Pricing and Costing Methodologies as may become applicable to the
company in the future, shall be submitted on an annual basis to Staff, the Office of the
Public Counsel and PACE beginning April 15, 2003 and continuing each year thereafter.

(A.) For all Laclede Gas Company functions that provide support to
nonregulated affiliates and the holding company:

{a) A list and description of each function;

(b) The positions and numbers of employees providing each
function; and

{c) The procedures used to measure and assign costs to nonrepulated
affiliates and the holding company for each function.

(B) A list and description of cach service and good provided to Laclede
Gas Company from ¢ach affiliate and the holding company.

(C) A list and description of each service and good provided by Lacleds
Gas Company to each affiliate and the holding company.

(D) The dollar amount of each service and good charged to each affiliate
and the holding company by Laclede Gas Company, and the total cost
related to each service and good listed,




(E) The doltar amount of each service and pood purchased from each
affiliate and the holding company by Laclede Gas Company, and the
total cost related to each service and good listed.

(F.) For each line of business engaged in by Laclede Gas Company with
non-affiliated third party customers following formation of a holding
company and that would not reasonably be considered as a component
of its regulated ntility business, Laclede shall provide:

(a) A list and description of each nonregulated activity;

(b) The total amount of revenues and expenses for each nonregulated
activity for the last fiscal year; and

(©) A listing of all Laclede Gas Company cost centers and/or
functions that directly assign cost, indirectly assign cost and/or
allocate cost to each nonregulated activity engaged in by Laclede
Gas Company with non-affiliates.

(G.) As part of its CAM submittal, Laclede Gas Company will provide a list
of all jurisdictions in which Lacleds Gas Company, the holding
company, affiliates, and service company, if formed, file affiliate
trangaction information.

(H.) As patt of its CAM submittal, Laclede Gas Company will also provide
Organizational Charts for The Laclede Group, Inc. (corporate
structure), Laclede Gas Company and any other affiliate doing
business with Laclede Gas Company and a copy of the annual holding
company filing The Laclede Group, Inc. is required to file with the
Securities and Exchange Commission.

IX. TRANSFER PFRICING/COSTING METHODOLOGY

A. Use of Facilities or Services. (i) Facilities or services provided to Laclede Gas
Company by an affiliated Provider shall be charged at the lesser of the fair market price
for such facilities or services or the fully distributed cost to Laclede Gas Company to
provide the goods or services for itself, if different,

(ii) Facilities or services provided by Laclede Gas Company to an affiliate shall

be charged by Laclede Gas Company at the tariffed rate or, if no such tariffed rate exists,

at the preater of the fair market price of such good or service or the fully distributed cost




allocation of indirect costs for rent will be made based on an annual cost per manhour of
rent expense as applied to direct payroll hours charged to each affiliate.

Vehicle costs = The operating costs related to applicable vehicle groups will be
allocated based on direct payroll hours charged to each affiliate and/or through the
allocation of administrative and general expense described above,

Energy-Related Goods and Services — To ensure compliance with both the
transfer pricing and enti-discrimination provisions of the affiliate transactions and
marketing affiliate transactions rules as well as the requirements of federal law, the
following standards will be applied to the purchase and sale of energy-related goods and
services, including natural gas supplies, transportation and storage capacity, between
Laclede Gas Company and affiliated and unaffiliated entities alike.

The following energy-related goods and services that are provided to Laclede Gas
Company by affiliates will be priced in accordance with the following provisions:

Gias supply purchases — shall be the fair market price which shall be
determined as the average price of similar purchases made by Laclede Gas
Company or other firms from non-affiliated entities entered into at similar times
for similar duration and location of such purchases. If such purchases do net
exist, the fair market price will be determined for the location and period in
question by using an industry accepted index price or index prices applicable to
such location published in either Gas Daily, Inside FERC, or ofher similar

publication widely accepted in the industry for determining the value of such gas

supplies.
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Pipeline transportation and storage capacity releases — shall be the fair
market price which shall be determined as. the price of similar capacity
transactions made by Laclede Gas Company or other firms with non-affiliated
entities entered into at similar times for similar duration and location of
transportation capacity. If such transactions do not exist, the fair market price
will be u price as posted on the applicable pipeline’s bulletin board for similar
capacity for a similar duration. If such postings do not exist, the fair market price
shall be determined by using an indvstry accepted index price or index prices
published in either Gas Daily, Inside FERC, or other similar publication widely
accepted in the industry for determining the value of such capacity.

The following energy-related goods and setvices that are provided by Laclede Gas
Company to its affiliates will be allocated costs and priced in accordance with the
following provisions:

Gas supply sales — shall be the fair market price, which shall be
determined as the average price of similar sales made by Laclede Gas Company
or other firms to non-affiliated entities, entered inte at similar times for similar
duration and Jocation of such sales, provided that such price shall, at a minimum,
reflect the reasonable allecation of costs for off-system sales of gas established
under Laclede Gas Company’s approved tariffs applicable to such sales. If such
sales do not exist, the fair market price for the location and period in question will
be determined using an industry accepted index price or prices applicable to such
location published in either Gas Daily, Inside FERC, or other similar publication

widely accepted in the industry for determining the value of such gas supplies,
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provided that such price shall, at a minimur, reflect the appropriate allocation of
costs for off-gystom sales of gas established under Laclede Gas Company's
approved tariffs applicable to such sales,

Pipeline transportation and storage capacity releases — shall be the
higher of: (a) a fully distributed cost calculation in which the price charged to an
affiliate is equal to all variable costs, if any, incurred by Laclede Gas Company to
complete the transaction plus an appropriate allocation of joint and common costs
given the nature, location and timing of the transaction, or (b) the fair market
price as determined through a posting and bidding process in accordance with the
capacity release provisions contained in the pipeline’s FERC approved tariff or
through similar capacity transactions made by Laclede Gas Company or other
firms with non-affiliated entities; provided that if the resulting price for the
specific transaction as determined under (a) or (b) exceeds the maximum price
authorized by Federal law, the price charged to the affiliate shall equal such
maximum lawful price.

CUSTOMER REQUESTS ABOUT GOODS AND SERVICES

Where requirements relating to customer requests for information concerning the
goods and services provided by an affiliated entity are applicable, Laclede Gas
Company will provide customers with an oral or written disclaimer indicating that
regulated services are not tied to the use of the affiliated entity and that other

service providérs may he available.
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L INTRODUCTION

Laclede Gas Company (““Laclede Gas”) has filed an Application with the Missouri Pubjic
Service Commission (“Commission”) sceking to restructure its operations and to form a holding
company, The Laclede Group, Inc. (*Laclede Group™). As more fully described in the
Application, the restructuring is being undertaken in order to provide further separation between
utility and non-utility operations. |

In order to preserve and supp}ement existing protections against improper cross-
subsidization, Laclede Gas Company submits this Cost Allocation Manual (*CAM") which i
proposes to implement post-restructuring. The CAM sets forth policies and procedures to be
followed when Laclede Gas Company engages in any (ransactions with its affiliates. The CAM
and procedures set forth herein will facilitate Commission audits and provide assistance in
evaluating the cost of regulated sewi;:es.

The present version of the CAM addresses some, but not all of the regulations adopted by
the Commissjon in its recent Rulemaking on affiliate transactions. Those rules are currently
under appeal and their implementation has been stayed during this process, However, this CAM
can readily be updated to reflect the outcome of any final judicial resolution of the Commission's

affiliate transactions rules.

II. SCOPE OF AFFILIATE TRANSACTIONS

The number and scope of affiliate transactions post-restructuring will be limited. Laclede
Gas Company will be the largest company in the new structure and wiil have the greatest number
of employees who will remain devoted to providing high quality gas service.

Nonetheless, there may be opportunities to share certain administrative and other

functions among system ¢ompanies to introduce efficiencies to purchasers of regulated and



unregulated services alike.  This CAM is designed to ensure that such cost-saving opportunities
are accounted for in a manner that, consistent with applicable law and regulation, reasonably

prevents tnappropriate cross-subsidization,

[II.  SERVICES AND FACILITIES AGREEMENT

The Laclede Group and each affiliate taking or receiving services, sharing facilities or
having other affiliate transactions with Laclede Gas will sign and become a party to a Services
and Facilities Agreement (“SFA”). The SFA establishes procedures, terms and conditions for
providing shared services and facilities and other activities. A copy of the SFA is attached

hereto as Appendix 1.,

IV.  ACCOUNTING PROCEDURES

Laclede Gas Company shall maintain adequate books and records with respect to the
transactions described in this CAM and in the SFA to record the costs to be apportioned to the
other Parties. Laclede Gas Company shall be responsible for ensuring that the costs associated
with transactions covered by this CAM are properly and consistently allocated and billed in
accordance with the terms and provisions of the SFA.

During the term of the SFA and for any period thereafter required by law, Laclede Gas
Company shall maintain, and provide the Commission Staff and the Office of the Public Counsel
with reasonable access to, any and all books, documents, papers and records of Laclede Gas
Company which pertain to services and facilities provi‘ded to or received by Laclede Gas
Company. Laclede Gas Company shall conduct audits of this CAM and the SFA on a periodic
basis. Computer systems, billings and source documentation will be examined to ensure the
services, facilities or other activities provided are authorized, documented and accurately

recorded.




V.  SERVICES, FACILITIES AND ACTIVITIES

Each company will determine the appropriate level of services, facilities or other
activities it requires and will make such requests as it deems appropriate,
A. Facilities. Upon the terms and subject to the conditions of the CAM and SFA, a Party
may request, without limitation, the use of:
(a) facilities, including office space, warehouse and storage space, natural gas
transportation and storage facilities, including third party facilities reserved for Laclede's
use pursuant to contract, repair facilities, manufacturing and production facilities, fixtures

and office furniture and equipment;

(b) computer equipment (both stand-alone and mainframe) and networks,
peripheral devices, storage media, and software;

(¢) communications equipment, including audio and video equipment, radio
equipment, telecommunications cquipment and networks, and transmission and switching
capability,

(d) vehicles, including automobiles, trucks, vans, trailers, transport equipment,
maferial handling equipment and construction equipment; and

(e) machinery, equipmént, tools, parts and supplies.

A Party shall have no obligation to provide any of the foregoing to the extent that such
item or items are not available (either because such Party does not possess the item or the item is
otherwise being used). A Party has sole discretion in scheduling the use of facilities, equipment
or capabilities so as to avoid interferénce with that Party’s operations,

B, Services. Upon the termé and subject to the conditions of the CAM and the SFA, a
Party may request, without limitation:

(a) Administrative and management services, including accounting (i.c.,
bookkeeping, billing, accounts receivable administration and accounts payable

administration, and financial reporting); audit; executive; finance; insurance; information
systems services; investment advisory services; legal; library; record keeping; secretarial




and other general office support; real estate management; security holder services; tax;
treasury, and other administrative and management services;

(b) Personnel services, including recruiting; fraining and evaluation services;
payroll processing; employee benefits administration and processing; labor negotiations
and management; and related services;

(c) Purchasing services, including preparation and analysis of product
specifications, requests for proposals and similar solicitations; vendor and vendor-product
evaluations; purchase order processing; receipt, handling, warehousing and disbursement
of purchased items; contract negotiation and administration; inventory management and
disbursement; and similar services; and

(d} Opcrétional services, including drafting and technical specification
development and evaluation; consulting; engineering; environmental; construction;
design; resource planning; economic and strategic analysis; research; testing; training;
public and governmental relations; and other operational services,

A Party shall have no obligation to provide any of the foregoing to the extent that it is not
capable of providing such service (either because such Party does not have personnel capable of
providing the requested service or the service is otherwise being used). A Party has sole
discretion in scheduling of services so as to avoid interference with the Party’s operations.

C. Joint Purchasing. A party may also request that another Party or Parties enter info
arrangements to effect the joint purchase of goods or services from third parties. Under the SFA,
Laclede Gas will only participate in such arrangements if its fully distributed cost for such goods
or services is not thereby increased.

No Party shall be required to purchase a service that it is otherwise capable of providing
or obtaining. In the event that any such arrangements are established, one Party may be

designated as, or serve as, agent for the other Parties to the arrangement and may administer the

arrangement (including billing and collecting amounts due the vendor(s)) for the other Patties.




D. Cash Management. The Partics may enter into one or more arrangements providing
for the central collection, management, investment and disbursement of cash by a Party. If such

an arrangement is cstablished, then pursuant to the SFA:

(a) the Parties participaling in such arrangement shall establish appropriate inter-
company accounts to track the amount of cash transferred and/or received by each Party
to such arrangement and the pro rata portion of the earnings received or interest paid by
each such party from the investment or borrowing of cash; and

(b) the Party responsible under the arrangement for the management and
investment of such cash shall establish a separate account or accounts for such purpose,
which account(s) and the records associated therewith shall clearly indicate that other
Parties have an interest in said account(s) and the proceeds thereof and shall not be
subject to set-off by the bank or other institution holding the same except to the limited

extent of expenses arising from the management, handling and investment of the
account(s).

E. Agreements, Etc. A Parly may evidence their agreement with respect (o the
availability, provision or use of the facilities, services and activities described in this CAM by
entering into an agreement, lease, 1ic;cnse or other written memorandum or evidence consistent
with the terms of the SFA.

VI. ASSET TRANSFERS

Any asset transfers with Laclede Gas shall follow and comply with controlling law and

regulation.

VII. CHARGES:; PAYMENT

A. Charges. Charges for the use of facilitics, equipment, capabilities or services shall be
determined in accordance with the seétion below regarding cost principles. By requesiing the
use of facilities, equipment, capabilities and/or services, a Party shall be deemed to have agreed
1o pay, and shall pay, to the Provider or Providers the charge determined therefor in accordance

with the CAM and the SFA.




B. Payment. Payment for the facilities, services and other activities shall be accounted
for on a monthly basis and shall accrue interest if not made by the last day of the month
following the month in which the sefvicc was rendered. Late payments shall bear interest at a
rate per annum cqual to the rate of interest announced from time to time by [set pn;;xy rate] and

such interest shall be based on the period of time that the payment is late,

VIII. TRANSFER PRICING/COSTING METHODOLOGY

A. Use of Facilities or Services. (i) Facilities or services provided to Laclede Gas
Company by an affiliated Provider shall be charged at the lesser of the fair market price for such
facilities or services or, the fully distributed cost to Laclede Gas Company to provide the goods ot
services for itself.

(ii) Facilities or services provided by Laclede Gas Company to an affiliate shali be
charged by Laclede Gas Company at the tariffed rate or, if no such tariffed rate exists, the fully
distributed cost incurred by Laclede Gas Company in providing such facility or service, unless
an alternative method for determining such charges is provided by faw.

B. Fair Market Price. The fair market price of an asset or service as used in subsection
A (i) means: (1) the prevailing price for which the same or similar facilities, services or goods
are offered for saie by the affiliate or, if no such prevailing price exists, (2) the price at which
nonaffiliated vendors offer the same or similar facilities, services or goods for sale determined by
reference to quoted market prices, independent appraisals, benchmarking studies or other
objectively determinable evidence. |

C. Fully Distributed Costs. The fully distributed cost of an asset or service as used in
subsections A (i) and (ii), means: (1) Laclede Gas Company's cost of labor, materials and

services that can be directly attributed and charged to the asset or service; and (2) an allocated




share of Laclede Gas Company's indirect joint or common labor and administrative and general
costs. The fully distributed cost of an asset or service shall be identified and charged or allocated
to the asset or service in accordance with these general principles, as more fully outlined below:

(i) Direct Costs. Cosls incurred that are specifically attributable to an asset or service
shall be directy charged to that asset‘or service.

(i) Direct Labor. Amounts of direct labor used in providing or attributable to a service
shall be based on actual direct labor rates. All direct labor charges apportioned to a service shall
be increased by a loading factor to reflect, if applicable, the payroll taxes; medical, dental and
vision insurance costs; pension and other post-retirement health care benefits costs; incentive
compensation plan costs; and employee savings plans' costs associated with such direct labor, |
These loading factor shall be determined periodically. For most employees, direct labor shall be
charged under a positive time repoxlting methodology under which an employee shall repoit each
pay period the number of hours incurred in performing the service. Based on the time reported
each pay period, the regular, predeterlmined account distribution for the employee shall be
adjusted to reflect the distribution of direct labor charges to the service.

Some departments or organizétions are expected to provide a recurring, predictable level
of services to a Party or Parties. For these departments or organizations, periodic reviews shall
be performed to determine a normal distribution of time to such services. The distribution
percentages derived from such reviews shall then be used to allocate time with respect to each
pay period. For these departments or organizations, direct labor shall be charged to the service
under an exception time reporting methodology. That is, significant deviations of actual activity
from these predetermined percentages shall be reported and shall result in adjustments to the

predetermined distribution of direct labor charges to the affiliate functions. Officers of Laclede



Gas Company shall also utilize cithe;r a positive time or an exception time reporting
methodology.

Overtime shall be reflected in the direct labor rates charged to a service. . Direct labor
shall be charged based either on the base and overtime pay amounts actually incurred by Laclede
Gas Company or, as adjusted on a departmental or organizational basis, to reflect estimated
overtime incurred based on an overtime review performed periodically.

All charges for direct labor charges shall reflect a cost for nonproductive time. The cost
for nonproductive time shall be based either on actual nonproductive time incurred by Laclede
Gas Company, or as adjusted on a departmental or organizational basis, to reflect estimated
nonproductive time derived from a periodic review. The cost for nonproductive time reflects
time incurred for vacations, holidays, and other paid absences.

(iii) Direct Materials and Purchased Services. Amounts incurred for materials or
purchased services directly attributable to a service provided to a Party shall be charged directly
fo the appropriate Party using standard voucher account distribution pracedures.

(iv} Indirect and Allocated Costs. Costs apportioned to a service shall include, where
applicable, an allocated share of the Company's indirect and otherwise allocated costs, including
administrative and general costs and a share of the cost of facilities, equipment, machinery,
furniture or fixtures used to provide the service. Such costs shall be proportionate and based on

appropriate cost causative measures,

IX. DISPUTE RESOLUTION

If there is a dispute between Laclede Gas Company and any affiliate regarding a billing,

representatives of all involved parties will meet to resolve the issues. Managers and other



executives of the affected parties may also be consulted. In the cvent that a resolution cannot be

reached, the issue will be referred to senior management for final resolution.

X,  EXCEPTIONS TO APPLICATION OF METHODOLOGIES

The methodologies set forth in this CAM provide general guidelines to govern how
Laclede Gas Company will allocate costs to or pay for services received from or provided to
affiliates. Such guidelines shall not be applicable in the event another methodology is prescribed
by law for allocating costs to or pricing such services. Laclede Gas Company may also employ a
different allocation or pricing methodology than those described herein in the event it determines
that application to thexmethodologies or costing principles described herein would not be in the
best interests of its utility customers, provided that Laclede Gas Company shall maintain
information sufficient o show how costs would have been allocated to such services pursuant to
the methodologies set forth in this CAM, and provided further that such alternative methodology
will be subject to review and adjustment in any subsequent rate case proceeding.

Submitted,

The Laclede Group, Inc.
Laclede Gas Company

Laclede Investment Corporation
Laclede Development Company
Laclede Pipeline Company
Laclede Energy Resources, Inc.

Laclede Venture Corp.
Laclede Gas Family Services, Inc.
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Laclede Development Company
Laclede Pipeline Company
Laclede Energy Resources, Inc,
Laclede Venture Corp.
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SERVICES AND FACILITIES AGREEMENT

THIS SERVICES AND FACILITIES AGREEMENT (this "Agreement") is made and entered
into as of the __ day of 2001, among The Laclede Group, Inc., Laclede Gas Company,
Laclede Investment Corporation, Laclede Development Company, Laclede Pipeline Company,
Laclede Energy Resources, Inc., Laclede Venture Corp., Laclede Gas Family Services, Inc.,

and each of the cntities identified on Exhibit A hereto, as such Exhibit A may be amended from
time to time in accordance with the provisions of this Agreement.

WITNESSETH:

WHEREAS, the parties are related by virtue of common ownership, directly or
indirectly, of their equity securities by The Laclede Group, Inc.; and

WHEREAS, the parties believe that the central management of ¢ertain services and
the provisions to each other of certain services and facilities are or may be efficient and cost

effective, and the parties desire to make provision for these and other transactions as between
Laclede Gas Company and another Laclede Group Entity or Entities;

NOW, THEREFORE, in consideration of the foregoing and the mutual covenants
contained herein, the parties hereby agree as follows:

ARTICLEI

" Definitions and Interpretation

Section 1.1. Definitions. As used in this Agreement, the following terms shall have
the respective meanings set forth below unless the context otherwise requires:

"Commission" means the Missouri Public Service Commission.

“Cost Allocation Manual” or “CAM’™ means the then effective version of the
Laclede Gas Company Cost Allocation Manual.

"Laclede Group Entity" means The Laclede Group, Inc. and any of the entities
identified on Exhibit A,

"Party" means each, and "Parties" means all, of the entitics who are from time to
time a party to this Agreement.

“Provider" means a Party who has been requested to, and who is able and willing
to, furnish facilities, provide services or have other transactions with a Requestor under
the terms of this Agreement,



"Requestor" means a Party who desires to use facilities, receive services or have
other transactions with a Party and has requested another Party to furnish such facilities,
provide such services or transactions.

Scetion 1.2, Purpose and Intent; Interpretation. (a) The purposes and intent of this
Agreement are to set forth procedures and policies to govern (i) transactions between a Laclede
Group Entity and Laclede Gas Company, whether such transactions occur directly or indirectly
as the end result of a series of related transactions and (ii) the allocation of certain joint service
costs. It is not intended (o govern transactions between Laclede Group Entities that do not
involve Laclede Gas Company, although such entities may elect to apply the provisions of this
Agreement to ftransactions among themselves. This Agreement shall be interpreted in
accordance with such purposes and intent.

(b} The headings of Arlicles and Sections contained in this Agreement are for
reference purposes only and shall not affect in any way the meaning or interpretation of this
Agreement.

ARTICLE I
Use of Facilities and Services

Section 2.1. Facilities. Upon the terms and subject to the conditions of this
Agreement, a Requestor may request a Provider or Providers to make available or provide
facilities and equipment as described in the CAM. A Provider shall have no obligation to
provide any facilities to the extent that such item or items are not available (¢ither because such
Provider does not possess the item or the item is otherwise being used); and it is understood that
a Provider has sole discretion in scheduling the use by a Requestor of facilities, equipment or
capabilities so as to avoid interference with such Provider's operations.

Section 2.2. Services. Upon the terms and subject to the conditions of this
Agreement, 2 Requestor may request a Provider or Providers to provide services as described in
the CAM. A Provider shall have no obligation to provide any service to the extent that it is not
capable of providing such service (¢ither because such Provider does not have personnel capable
of providing the requested service or the service is otherwise being used); and it is understood
that a Provider has sole discretion in scheduling the use by a Requestor of services so as to avoid
interference with such Provider's operations.

Section 2.3, Joint Purchasing. A Party may aiso request that another Party or
Parties enter into arrangements to effect the joint purchase of goods or services from third
parties. Under the SFA, Laclede Gas will only participate in such arrangements if its fully
distributed cost for such goods or services is not thereby increased,

Section 2.4. Cash Management. The Parties may enter into one or more
arrangements providing for the central collection, management, investment and disbursement of

cash by a Party, If such an arrangement is established, then such procedures as are set forth in
the CAM will apply.




Section 2.5. Agreements, Etc. A Party may evidence their agreement with respect
to the availability, provision or use of the facilities, services and activities by entering into an

agreement, lease, license or other written memorandum or evidence consistent with the ferms of
this SFA.

ARTICLE III

Charges: Payment

Section 3.1, Charges. (a) Charges for the use of facilities, equipment, capabilities
or services provided to or by Laclede Gas Company shall be determined as set forth in the CAM.

Section 3.2. Accouniing. Bach Party shall maintain adequate books and records
with respect to the transactions -subject to this Agreement and shall be responsible for
maintaining internal controls where applicable to ensure the costs associated with such
transactions ave properly and consistently determined and billed in accordance with the terms
and provisions of this Agreement and the CAM,

Section 3.3, Payment. Payment for the facilities, services and other activities shall
be on a monthly basis and shall be made in accordance with the procedures set forth in the CAM.

ARTICLE IV

Cost Apportionment Methodology

The cost allocation and pricing principles and methods specified in the then
effective CAM shall be used to price and allocate costs relating to services provided to or by
Laclede Gas Company under this Agreement.

ARTICLE V

Limitations of Liability

Section 5.1. No Warranties for Facilities or Services. Each Party acknowledges
and agrees that any facilities, equipment or capabilitics made available, and any services
provided, by a Provider to a Requestor hereunder, ar¢ so made available or provided WITHOUT
ANY WARRANTY (WHETHER EXPRESS, IMPLIED OR STATUTORY AND
NOTWITHSTANDING ANY ORAL OR WRITTEN STATEMENT BY A PARTY'S
EMPLOYEES, REPRESENTATIVES OR AGENTS TO THE CONTRARY) WHATSOEVER.
ALL SUCH WARRANTIES (INCLUDING, WITHOUT LIMITATION, THE WARRANTIES
OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) ARE HEREBY
DISCLAIMED AND EXCLUDED.

Section 5.2. No Partnership. The Parties acknowledge and agree that this
Agreement does not create a partnership between, or a joint venture of, a Party and any other



Party. Each Party is an independent contractor and nothing contained in this Agreement shall be

construed to constitute any Party as the agent of any other Party except as expressly set forth in
Sections 2.3 and 2.4, '

Section 5.3, No Third Party Beneficiaries. This Agreement is intended for the
exclusive benefit of the Parties hereto and is not intended, and shall not be deemed or construed,
to create any rights in, or responsibilities or obligations to, third parties,

ARTICLE VI
Term

Section 6,1, Term. This Agrcement will be effective on the date it is signed and
shall continue, unless terminated as provided in Section 6.2 or renewed as hereinafier provided,
until the tenth anniversary of such date (the "Initial Term"). Unless written notice that this
Agreement shall terminate on the last day of the Initial Term or any then current renewal term is
provided by a Party a} least 30 days prior to the expiration of the Initial Term or such renewal
term, this Agreement shall continue for successive renewal terms of five years as to such Party
and any other Parties not providing any such termination notice.

Section 6.2, Termination. Any Party may terminate this Agreement as to it by
providing at least 30 days prior written notice to the other Parties of the effective date of such
termination. Any such termination shall not affect the terminating Party's accrued rights and
obligations under this Agreement arising prior to the effective date of termination or its
obligations under Section 8.4, '

ARTICLE VIl
Confidential Information

Each Party shall treat in confidence all information which it shall have obtained
regarding the other Parties and their respective businesses during the course of the performance
of this Agreement. Such information shall not be communicated to any person other than the
Parties to this Agreement, except fo the extent disclosure of such information is required by a
governmental authority. If a Party is required to disclose confidential information to a
governmental authority, such Party shall take reasonable steps to make such disclosure
confidential under the rules of such governmental authority. Information provided hereunder
shall remain the sole property of the Party providing such information. The obligation of a Party
to treat such information in confidence shall not apply to any information which (i) is or becomes
available to such Party from a source other than the Party providing such information, or (ii) is or
becomes available to the public other than as a result of disclosure by such Party or its agents.



ARTICLE VIII
Miscellaneous

Section 8.1. Entire Agreement; Amendments. Upon its effectiveness as provided in
Section 6.1, this Agreement shall constitute the sole and entire agreement among the Parties with
respect to the subject matter hereof and shall supersede all previous agreements, proposals, oral
or written, negotiations, representations, commitments and all other communications between
some or all of the Parties. Except as provided in Section 8.2 with respect to new Parties and
except that Laciede Group may amend Exhibit A to this Agreement to delete any terminated
Party, this Agreement shall not bé amended, modified or supplemented except by a written
mstrument signed by an autborized representative of each of the Parties hereto.

Section 8.2. New Parties. Any other entity which is or may become an affiliaie of
The Laclede Group or any of the other Parties to this Agreement may become a party to this
Agreement by executing an agreement adopting all of the terms and conditions of this
Agreement. Such agrgement must be signed by The Laclede Group in order to become effective,
but need not be signed by any other Party to this Agreement. Upon such execution by The
Laclede Group, such entity shall be deemed to be a Party and shall be included within the
definition of "Party"” for all purposes hereof, and Exhibit A shall be amended to add such entity.

Section 8.3. Assignment. This Agreement may not be assigned by any party
without the prior written consent of The Laclede Group.

Section 8.4, Access to Records. During the term of this Agreement and for any
period thereafter required by law, Laclede Gas Company shall maintain and provide reasonable
access to any and all books, documents, papers and records of Laclede Gas Company which
pertain to services and facilities provided to or received by Laclede Gas Company.

Section 8.5, Partial Invalidity. Wherever possible, each provision hereof shall be
interpreted in such manner as to be effective and valid under applicable law, but in case any one
or more of the provisions contained herein shall, for any reason, be held to be invalid, iliegal or
unenforceable in any respect, such provision shall be ineffective to the extent, but only to the
extent, of such invalidity, illegality or unenforceability without invalidating the remainder of
such invalid, illegal or unenforceable provision or provisions or any other provisions hereof,
unless such a construction would be unreasonable.

Scction 8.6, Waiver. Failure by any Party to insist upon strict performance of any
term or condition herein shall not be deemed a waiver of any rights or remedies that such Party
may have against any other Party nor in any way to affect the validity of this Agreement or any
part hereof or the right of such Party thereafter to enforce each and every such provision. No
waiver of any breach of this Agreement shall be held to constitute a waiver of any other or
subsequent breach,

Section 8.7. Governing'Law. This Agreement shall be governed by, construed and
interpreted pursuant to, the laws of the State of Missouri.




IN WITNESS WHEREOQF, the Partics have each caused this Agreement to be
execuled by a duly authorized representative as of the day and year first above written,

The Laclede Group, Inc. Laclede Venture Company
Laclede Gas Company ' Laclede Gas Family Services, Inc.
Laclede Investment Company ' Laclede Pipeline Company

L]

Laclede Development Company

Laclede Energy Resources, Inc.



EXHIBIT A

The Laclede Group, Inc.

Laclede Gas Company

Laclede Investment Corporation
Laclede Development Company
Laclede Pipeline Company
Laclede Energy Resources, Inc.
Laclede Venture Corp.

Laclede Gas Family Services, Inc.




that for purposes of acquisitions by the Holding Company only, public utility shall mean
a natural gas or electric public utility.

2. Laclede Gas Company shall not sell, lease, assign or transfer to any
affiliate or third party any of its utility assets that are used and useful in the performance
of Laclede's public utility obligations without obtaining Commission approval,

SECTION VI
COST ALLOCATION MANUAL CONDITIONS

1. Upon implementation of the Proposed Restructuring, transactions
involving transfers of goods or services between Laclede Gas Company and one or more
of the Company's affiliated entities shall be conducted and accounted for in compliance
with the provisions of a Cost Allocation Manual ("CAM") which shail be submitted to
Staff, Public Counsel and PACE on or before April 15, 2003, and on an annual basis
thereafier, The CAM shall be in the form contained in the direct testimony of Patricia A.
Krieger, provided that the CAM, and the information that the Company is required to
maintain and submit thereunder, shall be revised and supplemented within 120 days of
the approval of this Stipulation and Agreement to include any and all of the following
information as required to administer, audit and verify the Transfer Pricing and Costing
Methodologies set forth in Section VIII of the CAM or such other Transfer Pricing and
Costing Methodologies as may become applicable to the Company in the future:

(a)  Forall Laclede Gas Company functions that will provide support to

nonregulated affiliates and the holding company:
(I)  Alist and déscription of each function;
(2) The positioné and numbers of employees providing each function;

and
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(b)

()

(d)

(e

D

(3)  The procedures used to measure and assign costs to nonregulated
affiliates and the holding company for each function.

A list and description of each service and good that will be provided to

Laclede Gas Company from eéch affiliate and the holding company.

A list and description of each service and good that will be provided by

Laclede Gas Company fo each affiliate and the holding company.

The dollar amount of each service and good charged to each affiliate and

the holding company by Laclede Gas Company, and the total cost related

to each service and good listed.

The dollar amount of each service and good purchased from each affiliate

and the holding company by Laclede Gas Company, and the total cost

related to each service and good listed.

A detailed discussion of the basis for determining the charges from

Laclede Gas Company and each affiliate and the holding company,

including:

(1)  If costs are allocated, a detailed description of the allocation
process employed for each service and good,

(2)  Detailed descriptions of how direct, indirect and common activities
are assigned for each service and good,

(3) A detailed description of how market values are determined for

each service and good; and

11




(4) A dctailed discussion of the criteria used to determine whether
volume discounts and other pricing considerations are provided to
Laclede Gas Company, affiliates, and the holding company.

(g}  For each line of business that will be engaged in by Laclede Gas Company
with non-affiliated third party customers following formation of a holding company and
that would not reasonably be considered as a component of its regulated utility business,
Laclede shall provide:

(1)  Alist and description of each nonregulated activity;

{2)  The total amount of revenues and expenses for each nonregulated
activity for the last calendar year; and

3) A ]isting of all Laclede Gas Company cost centers and/or functions
that directly assign cost, indirectly assign cost and/or allocate cost
to each nonregulated activity engaged in by Laclede Gas Company
with non-affiliates.

2. Laclede agrees to make compliance with the procedures and requirements
set forth in the CAM and the other terms of this Stipulation and Agreement a standard
element of its Code of Conduct and to provide employee training and oversight in a
manuner that is reasonably designed to achieve such compliance. Laclede will conduct
regularly scheduled audits to confirm compliance with its CAM and will annually review
and update the CAM where necessary and submit such updates with its next CAM filing.
Laclede will identify a function or position with responsibility for enforcing and updating

the CAM,

12



) . .

3. As part of its CAM submittal, Laclede Gas Company will provide a list of
all jurisdictions in which Laclede Gas Company, the holding company, affiliates, and

service company, if formed, file affiliate transaction information,

4, As part of its CAM submittal, Laclede Gas Company will also provide
Organizational Charts for The Laclede Group, Inc. (corporate structure), Laclede Gas
Company and any other affiliate doing business with Laclede Gas Company and a copy
of the annual holding company filing the Laclede Group, Inc. is required {o file with the

Securities and Exchange Commission.

SECTION VII
MISCELLANEQUS CONDITIONS

1. Laclede Gas Company will not seek to recover any costs related to the

Proposed Restructuring from ratepayers. These costs will be identified, described and i
accounted for in a manner that would enable the Staff and Public Counsel to seek
disallowance from rates, if necessary, in a future proceeding. ‘
2, Laclede Gas Company will provide the Staff and Public Counsel with an
explanation for any final reorganization journal entry that deviates by more than ten
percent (10%) from the estimated proforma entries provided in Exhibit 4 of the
Application. Copies of the actual journal entries will be provided to the General
Counsel’s Office no later than thirty days following the preparation of the final merger
closing entries.
3. The Laclede Group and its affiliates (including Laclede) will provide the
following documents to Staff and Public Counsel on an annual basis:
(@  Allnew, revised and updated business plans for The Laclede Group and

its affiliates (including Laclede);

13



(b)

(©)

(d)

()

4,

Descriptions of any and all joint marketing/promotional campaigns
between Laclede and The Laclede Group and any of its affiliates;
Narrative description of all products and services offered by The Laclede
Group and its affiliates (including Laclede), provided that Laclede shall
not be required to provide narrative descriptions of its tariffed products
and services;

All information provided under this subsection shall be considered “highly
confidential” or “proprietary” as those terms are used in 4 CSR 240-2.085,
and shall be treated as highly confidential or proprietary information by
the Staff and Public Counsel;

The Laclede Group, Inc. and its affiliates (including Laclede) shall also
notify Staff, Public Counset and PACE in the event and at such time as
they commence a line of business that neither Laclede nor its affiliates
were actively engaged in at the time of the Proposed Restructuring. Such
notification can take the form of public announcements, press releases or
other means of notification provided to the parties.

Laclede Gas agrees to notify the Staff, Public Counsel, and PACE in the

event and at such time as any decision is made to transfer any department or function

relating to the Company’s provision of regulated utility services from the regulated gas

corporation to a non-regulaied affiliated entity or other third party; provided that nothing

herein shall be construed as limiting or modifying in any manner any notice or other

requirement Laclede may have relating to the transfer of bargaining unit employees or the

work performed by such employees pursuant to the existing collective bargaining unit

14
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and

PROXY STATEMENT

January 28, 2010

Fime

Place
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oL aclede Group

710 Olive Street
St. Louis, MO 63101

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
10:00 a.m, contral standard time on Thuesday, January 28, 2010

Renatssance S1. Louis Grand Hotel
800 Washington Avenue
8t. Lonis, Missour 63101

[ Foclect three members of the Board of Directors to serve for a three-year term.

2. Toratify the appointment of Deloitie & Touche LLP as our independent registered public accountant for the 2010 fiscal year.

Attachment D,



3. Tetransact such ofhier business as may properly come before the meeting and any adjournment or postponement,
Record Date You can vote if you are a commeon sharcholder of record on December 1, 2009,

Annuat Report Qur 2009 annual report was delivered with this proxy statement.

Your vote is important, Whether or not you plan to attend the annual nieeting, PLEASE, VOTE IN ONE OF THREE WAYS: (1) use the toll-free telephone number shown on your
proxy card; (2} visi¢ the website shown on your proxy card to vote via the Internet; or (3) mark, sign, date and prompily return the proxy eard in the enclosed, pre-addressed, postage-
paid envelope. I your shares are held by a broker, bank or nominee, it is important that you give them your voting instructions,

By the order of the Board of Dircctors,

Mary Caola Kultman
Secrefary
December 18, 2009
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mlacled Group

PROXY STATEMENT
INFORMATION ABOUT THE ANNUAL SHAREHOLDERS MEETING

Important Notice Regarding Availability of Proxy Materials for the Shareholders Meeting to be held on January 28, 2010, The proxy statement is available a¢
wiw.thelacledegronp.comfannualmeseting, :

This proxy statement is furnished to solicit proxies by the Board of Directors of The Laclede Group for usc at the annual miceting of its sharcholders to be held on January 28, 2010,
and at any adjournment er posiponement of the meeting. The meefing will be held at the Renaissance S, Louis Grand Hotel, 800 Washingfon Avenue, St. Louis, Missouri 63101 at 10:00
a.m. central standard time, The Company expects to nwail this proxy statement with the anneal report for its fiscal year 2009 on or about December 18, 2009,

Annuaf hMeeting Admission

H you are a sharcholder of record and plan to attend the annual mecting, please check in with Company representatives at the meeting. If your shares are held by someonc elsc an
your behalf, suci as a bank or braker, and you plan fe attend the meeting, please bring a lelter or statement from that firm that shows you were a beneficial holder on December 1, 2009,
Please also bring personal identification.



Yoling Matters

How you can vote

You may simplify voting and save the Company expense by voting by telephone or by Internet. Telephone and Internet voting information is provided on your proxy card, A
control menber on the proxy card is designed to verify your identily and allow you to vote your shares and confirm that your voting instructions have been properly recorded. Ifyon
vote by telephone or fnternet, you need not mail back your proxy card.

If you choose to vote by mail, please return your proxy card, propetly signed, in the postage-paid envelope provided.

If you hold your shares through a broker, bank or other holder of record, ptease follow its directions for providing voting instructions. The availability of telephone or Internet
voting will depend on that firm's processes.

If you participate in The Laclede Group dividend reinvestment and stock purchase plan or in the Cempany Stock Fund of the Laclede Gas Wage Deferral Savings Plan, Satary
Deferral Savings Plan, or Missouri Natural Wage Deferral Savings Plan and you do net give voting instructions for shires ewned by you through any of these plans, none of your
shares held in the plans will be voted. Te allow sufficient fime for voting by the administrators and trustec of the plans, your voting instructions must be received by January 25, 2010.

How yan may reveke or change your vote
You may revoke your proxy at any time before it is voted at the meeting by:

¢ sending timely written notice of revocation to the corporate sceretary;
o submitting another timely proxy by telephone, infemet or paper ballot; or

o attending the annual meeting and voting in person. If your shares are held in the nante of a bank, broker or other holder of record, you nusst obtain a proxy exccuted in your favor
from the holder of record to be able to vote at the meeting.

Other voting matters

Holders of record of The Laclede Group common stock at the clese of busincss on December F, 2009 are entitled to receive this proxy statement and to vote at the mecting. As of
that date there were 22,250,225 shares of The Laclede Group common stock outstanding. You arc entitled to one vote for cach share owned of record on that date.

All shares that have been properiy voted and not revoked will be voted at the annual mecting in accordance with your instructions. If you sign your proxy card but do not give
voting instructions, the shares represented by that proxy will be voted by those named in the proxy card in accerdance with the recommendations of the Board of Dircctors.

[f any other matters are properly presented at the annual mecting for consideration, the persons named in the eaclosed proxy card will have the discretion to vote on those matters
for you. As of the printing of this proxy statement, we do nof know of any other matter 1o be raised at the annual meeting.

We hired Broadridge Investor Conmunications as an independent tabulator of votes to ensure confidentiality of the voting process. However, if you write comments on your proxy
card, the comments will be shared with us. We have also hired IVS Associates, Inc, to serve as independent inspector of ¢lections.

How votes are comited and voting requirements

Holders of a majority of the shares entitled to vole at the antual meeting, present in person or represented by proxy, will constitute a quorum for the meeting. ¥ a quorum is present,
the affimative vele of a majority of the shares entitied to vote that are present in person of by proxy is required fo elect directors (Proposal 1), and to ratify the appointment of the
independent registercd public accountants (Proposal 2}, Shares represented by proxies that are marked or voted:

+ “withhold" with respect to the clection of direetors,
+ "abstain” on the ratification of the appointment of the independent registered public accountant, or
» todeny discretionary authority,

will be counted to determine a quorum but wilk have the effect of voling against the nominee(s) and the ratification of the appointment of the independent registered public accountant
and dis¢retionary authority.

The Company may receive “broker non-votes,” A broker non-vote occurs when a broker submits a proxy card with respect to shares of common stock held in a fidueiary capacity
(typically referred to as being held in “strect name™), but cannot vote on a particular matier because the broker has not received voting instructions from the beneficial owner. Under the
rules governing brokers who are voting with respeet to shares held in street name, brokers no longer have the diseretion to vote such shares on the election of directars, but may
exercise discretion Lo vete such shares on the ratification of the appeinttment of the independent registered public accountants. Broker non-votes will be considered present for
determining whether a quorum exists but will not be considered as votes cast.

PROPOSAL 1

ELECTION OF DIRECTORS

The Board of Directors is divided into three classes. Directors Newberry, Van Lokeren, and Yacger, whose tenms will expire upen the efection on January 28, 2010, will stand for
reclection for terms expiring in 2013. The persons named in the enclosed proxy card intend to vote proxics FOR the election of the three nominces. If any nominee becomes unavailable



for any reason before the meeting, which is not anticipated, the proxies received for that nomince will be voted for a person to be selected by our Board of Directors.
Information abouf {he nominees and directors

Neminees for term explring in 2013;

Brenda . Newberry, 56, Chairman of the Beard of The Newberry Group. From 2006-2009, she served as its Chaieman and Chief Executive Officer. From 1996-2005, she served as its
President and Chief Exccutive Officer. Ms. Newberry founded The Newberry Group in 1996 with her husband, The Newberry Group provides 1T consulting services on a global basis,
specializing in cyber-seeurity services, information systems consulting, and project management services. She is also a director of Enterprisc Financial Services Corp.

Directer since 2007

MaryAnn Van Lokeren, 62, retired as Chairman and Chief Executive Officer of Krey Distributing Co., an Anheuscr-Busch wholesaler, in October 2006. She had served in that
capacity since December 1986. She is a ditcetor of Masco Corporation,

Director since 2000

Douglas H, Yaeger, 60, has been Chairman of the Board, President and Chief Exceutive Officer of The Lactede Group since its inception in Ocleber 2000. He has been Laclede Gas’
Chairman of the Board since January 1999, Chief Exceutive Officer since January 1999 and President since December 1997. He is a dircetor of First Banks, Ine,

Director sitnce 20600

The Board of Directors recommends a vofe “FOR”
¢lection of ihese nominees as directors.

Directors with terin expiring in 2011:

Edward L. Glotzbach, 61, became Vico Chaitman of Information Services Group in November 2007 when it acquired Technology Partners International, Ine. From December 2004 10
November 2007, he served as President and CEC of Technology Partners International, Inc., an organization that assists clients with the evaluation, negotiation, implementation and
maragement of 1T and business process sourcing initiatives. From October 2003 to Becember 2004, he served as Vice President and Chief Financial Officer of the finn, From 1970 te
September 2003, he served in many positions with SBC Communications, with his most recent position there being Exceutive Vice President and Chief Tnformation Officer for six years,

Director since 2005

W. Stephen Maritz, 51, has been Chairman of the Board of Maritz Inc. since February 2001 and Chief Exccutive Officer since November 1998, Marilz Inc. provides performanee
improvement, marketing research and travel services on a global basis.

Director since 2000

John P. Stupp, Jr,, 59, has been President of Stupp Bros,, Tnc. since March 2004 and Chief Exceutive Officer of Stupp Corporation since August 1995. He previously served as
Exceutive Vice President from April 1995 — March 2004 and Chief Operating Officer from April 1996 — March 2004, Stupp Bros., Inc, has two operating divisions: Stupp Bridge Company,
a fabricator of stecl highway and railroad bridges; and Stupp Corporation, producer of custom-made HFW (high frequency weld) and spiral weld pipe for gas and oil transmission; and
three subsidiaries: Hammert’s Iron Works, Inc., a fabricator of structural steel; Bayou Coating LLC, coating applicators for steel Eine pipe; and Midwest BankCentre, a Missouri bank
holding company. He scrves as a director of Stupp Bros., Ine, and Atrion Corporation,

Dircctor since 2005

Directors with term expiring in 2012:

Arnold W, Donald, 54, served as President and Chief Executive Officer of Juvenile Diabeies Rescarch Foundation International, the leading charitable funder and advocate of type [
fjuvenile) diabetes research worldwide, from January 2006 to March |, 2008. He served as Chairman of the Board of Merisant Company froin March 2000 to November 2005 and as its
CEOQ from March 2000 to June 2003, He is a dircctor of Crown Holdings, Inc., Oil-Dri Corporatien of America, and Carnivat Corporation.

Director since 2003

Anthony V., Leness, 69, was Managing Dircctor Investment Banking — Global Power & Encrgy Group at Memill Lynch & Co., Inc., in New York City from 1978 to his retirentent on
June 30, 2006, Merrill Lyneh provides wealth management, capital market, investment banking and consulting services. He served as a relationship manager on a broad range of large
and small companies, including industrial, communications, eil and gas exploration, natural gas pipeline, and, since 1990, exclusively on power and natural gas distribution companics,

Director since 2006

William E. Nasser, 70, was, until October 2003, CEO of SouthWest NanoTechnologies, Inc., & privately held specially chemical fimt, He served as Chairman of Enchira
Biotechnology Corp. fremn Aprit 1998 to January 2003, He retired as Chairman of the Board, Chief Exceutive Officer and President of Petrolite Corporation in November 1995.

Dircctor since 2000

PROPOSAL 2




RATIFICATION OF APPOINTMENT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTANT

The Board of Dircctors, upon recommendation of its Audit Committee, recommends that you ratify the appointment of Deloitte & Touche LLP, independent registered public
accountant, to audit the books, records and accounts of The Laclede Group and its subsidiaries for the fiscal year ending September 30, 2018, Tt is expected that a representative of
Deloitte & Touche LLP will be present at the annual meeting, will have an opportunity to make a statement if he or she desires to do so and wilf be avaifable to respond to appropriate
questions,

Your Board of Directors Recommends a Vofe “*FOR" The Rafification of
The Appointment of Deloilie & Touche LLP as
Independent Registered Public Accountant,

BENEFICIAL OWNERSHIP OF LACLEDE GROUP COMMON STOCK

The table below shows as of Nevember 30, 2009 the nnber of shares of our conmon stock beneficially owned by (i) cach person known to the Company to be the beneficial owner
of more than five percent of the Company’s comnzon stock, (i1} cach current director and director naminee, (jii) each named excentive officer listed in the Summary Compensation Table,
and {iv} all directors, nominees and cxccutive officers as a group,

Amount and Nature of Ownership

Shares
BeneHelally Pereent
Ohvned (1) of Chass

A, W. Donald 6,400 (3) *
E.L.Gl

A. V. Leness
W, E, Nasser

K. J; Neisee
B. D, Newhe

3. 7. Stupp, Jr. LIGOGOD(DET) 5%

M, D, Waltermire

alIn esiorsZ N .}'Barcla.\s G_lo aj
Barclays Gloha! Investors Ltd/Barclays Global Envestors Australla Limifed 1,470,490 (6) %

1,669,029

(1}  Except as otherwise indicated, cach person has sole voling and investment power with respeet to ail of the shares listed.

{2} Includes options excrcisable currently and within 60 days for the follewing number of sharcs under the Equity Incentive Plan: M. C, Darrell — 0; K. J. Neises — 9,250; M. R.
Spetanski — 12,000; M. D. Waltermire -- 14,000; D. H. Yaeger— 90,000. Includes restricted non-vested shares granted under the 2003 Equity Incentive Plan and the 2006 Equity
Incentive Plan, as to which a recipient has sole voting power and no current investment power as foltows: M. C. Darrel — 17,000 K. 1. Neises — 25,000; M. R. Spotanski — 16,000;
M. D. Waltermire — 16,000, and D, H, Yaeger — 59,000,

(3)  Includes restricted, non-vested shares granted under the Restricted Stock Plan for Non-Employee Dircctors, as to which each recipient has sole voting power and no current
invesiment power, as follows: A. W. Donald ~ 6,400; E. L. Glotzbach — 5,600; A. V. Leness — 2,500; W. S. Maritz — 7,350; B. D. Newberry —4,000; and 7. P. Stupp, Jr. — 5,600.

(4  Stupp Bros., Inc. owns 1,155,000 shares. Mr. Stupp is a director and exceutive officer of Stupp Bros., Inc. and has an interest in a voting trust that controls 100% of the stock of
Stupp Bros., Inc., which is located at 3800 Weber Road, S1. Louis, MO 63125, These shares are pledged as collateral to seeure credit facilities for Stupp Bros., Inc. and are
currently held by Bank of America,

{8} Includes 20 shares held in spouse’s name.

(6} Information provided as of December 31, 2008 in Schedule 13G filed by these sharcholders, whose address is 400 Howard Strect, San Francisco, CA 94105. The shareholdings
were reported as follows:

Sole
Sole Vating  Dlspositive

Powier Power

696,724

948,458

Barclays Global Investors Australia Limited




*  Less than one pereent,
Steck Ownership Guidelines for Non-employee Directors and Executive Officers i

To provide a direct link between Directors, executives and sharcholder interests, the Company has adopted stock ownership guidelines. Within five years of entrance into a covered
position, non-employee Directors arc expected to own shares with a market value cqual (o two times the annuat retainer, the CEO is expected to own shares with a vafue equal to two
times his basec salary, and the other named exceutive officers are expected to own shares with a value cqual to one times their base salary, as determined when the officer first becomes
subject to the guidelines. In addition te achieving the share owncership guidelines, directors and exceutives are expected to retain any award of restricted shares under the Restricted
Stock Plan for Non-Employee Directors and under the Equity Incentive Plan for a minimum of three years after the restrictions lapse.

Corporate Governance

Board and Commitice Siructure

During the 2009 fiscal year, there were seven meetings of our Board of Dircctors. All directors attended 75% or more of the aggregate number of meetings of the Board and
applicable Committee meetings, and alf dircctors attended the tast annual mecting of sharcholders.

The standing commitices of the Board of Directors include the Audit, Compensation, Cormorate Governance, Investment Review and Capital Funds Commiltees.

Awdit Commitiee

The Audit Committec assists the Board of Directors in fulfilling the Board®s oversight responsibilities with respect 1o the quality and integrity of the Fnancial statements, financial
reporting process, and systems of internal controls, The Audit Commitiee afso assists the Board in monitoring the independence and performance of the independent registered public
accountant, the internat audit department and the operation of ethics programs. At fiscal year end, the Committec members wers Mr, Glotzbach as Committee chair and audit committes
financial cxpert, and Birectors Leness, Newberry, Stupp, and Van Lokeren. Alf Commiitee members were determined by the Board to be independent and financially literate in 1;
accordance with The New York Stock Exchange reguirements, The Committee met five times in fiscal year 2009. ;
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Compensation Committee

The Compensation Committee assists the Board in the discharge of its responsibility relative to the compensation of the Company’s exceutives, reviews and makes
recommendations to the Board relative to the Company’s incentive compensatien and equity-based plans, and makes recommendations 1o the Board regarding director compensation.
At fiscal year end, the Committee members, all of whom were detennined to be independent, were Directors Donald {chair), Glotzbach, Nasser, and Stupp. The Commitice met five times
in fiscal year 2009, There are ne Compensation Conmittee interlocks. The Commilice’s retention of a compensation consultant is discussed Fater in the Compensation Discussion and
Analysis.

Corporate Governaice Conminitiee

The Cerporate Governance Committee considers and makes recommendations to the Board relative to corporate governance and its corporate governance guidelines, assists the
Board in ideatifying individuals qualificd to become Board members, assists the Board in the oversight of siceession planning for exceutive officers and approves any relfated party
transactions, The Commitiee also recommends committee appainiments to the full Board. At fiscal year end, the Committec members, all of whom were determined to be independent,
were Dirccters Nasser (chair), Donald, Glotzbach, Maritz, and Van Lokeren. The Committee met two times in fiscal year 2009,

Capital Fuids Connmiittee

The Capital Funds Committee oversees the Company’s significant mufti-year contributions to charitable and civic organizations. It also cstablishes ceriein criterin for the corporate
giving progeam, At fiscal year end, the Commitice members were Directors Mariiz {chair}, Newberry, and Yaeger, The Commitice met onee in fiscal year 2009.

Tnvestment Review Conunittee i

The Investment Review Commitice oversees the investments of the defined benefit qualificd pension plans of the Company’s subsidiaries. At fiscal year end, the Committee .
members were Directors Leness {chair), Glotzbach, Maritz, Nasser, Newberry, and Yaeger, The Committee met eight times in fiscal year 2009,

Director Independence

The Beard of Directors believes that a majority of the directors should be indeperdent and determined that the following members were independent: Donald, Glotzbach, Leness,
Maritz, Nasscr, Newberry, Stupp, and Van Lokeren. Mr. Yacger, the Chairman, President and Chief Executive Officer, is the only non-independent member of the Board. In determining
the independence of directors, the Board found that none of the dircetors, other than Mr. Yacger, has any material relationship with the Company other than as a dircctor, In making
these determinations, the Board considers all facts and circumstances as well as certain preseribed standards of independence, which are included with our Corporate Governance
Guidelines in the Investor Scrvices portion of our website (www.thelacledegroup.com). The dircctor independence standards adopted by the Board largety reflect The New York Stock
Exchange standards except the Board chose to use five-year “cooling off" periods, which is longer than The New York Stock Exchange’s three-year period; further the standards
provide that the Board dees not consider material Laclede Gas Company's provision of ratural gas service to any dircctor or immediate family member of the director or director-refated
company pursuant te Laclede Gas Company's tariffed rates,

The independent members of the Board meet in execwlive session at least quarterly, which sessions are ted by Mr. Nasser, the current Lead Director, Each quarter, the Lead Director
solicits from other Board members topics for discussion in those scssions. Topics include, from fime to time, the performance of the Chicf Exceutive Oflieer, execulive succession
planning, executive compensation matters, and the Company’s strategy.

All of the members of the Audit, Compensation and Cerporate Governance Committees are independent under our director independence standards as well as under the standards
of The New York Stock Exchange. Mr. Glotzbach has been determined to be the audit commitice financial expert for the Audit Committee and furiher, Dirceters Leness, Newberry, Stupp



ard Van Lokeren, who scerve on the Audit Committee, meet the andit committee financial expert requirements,

Coerporate Governance Dociiments
Our key corporate governance documents include:

¢ Corporate Governance Guidelines, ineluding Director Independence Standards;

¢ Charters of cach of the Audit, Compensation, and Corporate Govemnance Committees;
¢ Code of Business Conduct;

¢ Finaneial Code of Ethics;

¢ Related Party Transaction Policy and Procedures; and

¢ Policy Regarding the Approval of Independent Registered Fublic Accountant Provision of Audit and Non-Audit Services.

All of these documents, other than the Policy Regarding the Approval of Independent Registered Public Accountant Provision of Audit and Non-Audit Services, are available on
our website at www.thclacledegroup.com in the investor services section and a copy of any of these documents will be sent to any sharcholder upon reguest,

Corporate Governance Guldelines
The Beard generally condugts itself in accordance with its Corporate Govemnance Guidelines. The Guidelines, among other matters, provide:

o the independent directors may elect a Lead Director,

» cach independent director must notify the Corporate Gevernance Commitiee Chair and the Chairinan of the Board as soon as practicable of any cvent, situation or condition that
may affeet the Board's evaluation of his or het independence,

o independent directors will not be paid for consulting, the Company will not retain their fimms for consulting or services without approval of the full Board nor with any personal
loans or extensions of credit be made by the Company 1o any director ather than on the same terms as foans or credit are available to customers generatly,

¢ adirector who materiatly changes his or her job responsibilities must submit a written offer to resign from the Board, which will then take info account the circumstances at that
point in time and take such appropriate action as it deems necessary,

o adirector is not cligible for clection after reaching age 71,

» direciors are respansible for aftending Board and Comumittee meetings as well as the annual meeting of sharcholders and expected 1o attend at a minimum 75% of such meetings,
¢ the Board and its Committees conduct annuat assessments of their performance as well as assessments of the performance of each individual director,

s dircetors have complete access to management,

+ the Board has the ability to retain consultants, experts, and advisors as it deems necessary, at Company expense, and

+ cncouragement to attend educational pregrams at Company cxpense,

Related Party Transaction Policy and Procedures

We have adopled the Related Party Transaction Poticy and Procedures under which our Corporate Governance Committee generally pre-approves transactions involving morc than
$100,000 with our directors, executive officers, 5% or greater sharcholders, and their immediate family members. Based on its consideration of all of the relevant facts and circumstances,
the Commiitice will decide whether or not to approve the transaction and witt approve onty those transactions that it determines to be in the best interests of the Company. I the
Company beconies aware of an existing lransaction with a related party that has net been approved under the policy, the matter will be referred to the Commiittee. The Committee will
evaluate all options available including ratification, rovision or termination of such transaction, The policy includes certain teansactions that are deermed pre-approved because they do
not pose a significant risk of a conilict of interest, Such pre-approved transactions include the provision of natural gas service {o any of the related parties by our wtility subsidiary in
accordance with its tariffed rates, transactions entered into pursuant to the competitive bid process, and those transactions af such a level as not to be material to the Company or the
refated party. There were no related party transaciions in fiscal year 2009 requiring Comimittec action.

Policy Regarding the Approval of Independent Registered Public Accowntant Provisien of Andit and Non-Audit Services

Consistent with Seeuritics and Exchange Commission requirements regarding accountant independence, the Audit Commiittee recognizes the importance of maintaining the
independence, in fact and appearance, of our independent registered public accountant. To this end, the Audit Committee adopted a policy to pre-approve all audit and permissible nen-
audit services provided by the independent accountant. Under the policy, the Conunittee or its designated member must pre-approve services prior to commencement of the specified
service, provided that all fees relative to compliance with Section 464 of the Sarbanes-Oxley Act may only be pre-approved by the Cominitlee. Any pre-approvals by the designated
member between meetings witk be reporied to the Audit Committee at its next meeting. The requests for pre-approval are submitted to the Audit Committee or its designated member, as
applicable, by both the independent accountant and the Company's Chief Financial Officer with a joint statement as to whether in their view the request fs consistent with the Securitics
and Exchange Commission’s rules on accountant independence. At each Commitice mecting, the Audit Commiltee reviews a report summarizing the services, including fees, provided
by the indepeadent accountant; a listing of pre-approved services provided sinee its Iast meeting: and a current projection presented similar to that included in this proxy statement, of
the estimated annual fees to be paid fo the independent accountant.

Sharehiolder Nominee Recommendations



Sharcholders who wish to recommend nominees to the Corporate Governance Committee should make their submission te the Committee by the September 30 preceding the annual
meeting by submitting it to Corporate Govemnanee Committee Chair, ¢fo The Laclede Group, 720 Olive Street, Room 1517, St. Louis, MO 63401, Candidates properly recommended by
sharchotders will be evatuated by the Commiltee using the same criteria as applicd to other candidates. While there is no set of specific criteria for nominees, the Corporate Governance
Commitiee gencrally will consider the appropriate skills and characteristics needed in light of the current make-up of the Board, including an assessment of the expericnee, diversity, age
and skills represented on the Board. Generally, the Committee Jooks for persons who evidence personal characteristics of the highest personal and professional ethics, integrily and
values; an inguiring and independent imind and practical wisdom and mature judgment; and experiisc that is useful fo the Company and complementary to the background and
experience of other Board members, The Company does not typically hire of pay any third party {o assist in this process.
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Correspondence with the Board

Those who desire to communicate with the independent directors shoutd send comrespondence addressed fo the Lead Director, ¢fo The Lactede Group, 720 Olive Strect, Roem 1517,
St. Louis, MO 63191, All appropriate correspendence is forwarded directly to the Lead Director, The Company docs not, bowever, ferward spam, sales, marketing or mass mailing
materials; praduct or scrvice complaints or inquiries; new product or service suggestions; resumes and other forms of job inquiries; or surveys, However, any filtered information is
available to any dircctor upon request,

Section 16{a) Beneficial Ownership Reporting Compliance

Section 16(a} of the Securitics Exchange Act of 1934 requires our dircctors and exceutive officers to fite reports of holdings and transactions in The Laclede Group shares with the
Sccuritics and Exchange Commission and The New York Stock Exchange. Based on our records and information, in fiscal year 2009 our directors and exceutive officers met all applicable
Securitics and Exchange Commission reporting requirements.

Aundit Committee Repore

The primary function of the Audit Committee is oversight, Management is responsible for the preparation, presentation and integrity of the Company’s financial statements.
Management is also responsible for maintaining appropriate accounting and financial reporting practices and policics; for establishing internal centrols and procedures designed to
provide reasonable assurance that the Company is in compliance with accounting standards and applicable laws and regulations; and for assessing the effectiveness of the Company's
internal contrel over financiak reporting. The independent registered public accounting firm (the “firm”) is responsible for planning and performing an independent audit of the financial
statements in accordance with the standards of the Public Company Accounting Oversight Board and to issue a repert thercon, The Audit Commiltce is responsible for overseeing the
canduct of these activities by Company management and the firm.

In this centext, the Audit Committee has reviewed and discussed the audited financial statements for fiscal year 2009 with management and the firm, Deloitie & Touche LLP. The
Committce has also discusscd with the finm the matters required to be discussed by Statement on Auditing Standards No. 61, as amended, {AICPA, Professional Standards, Vol. 1, AU
Section 380), as adopled by the Public Company Accounting Oversight Board in Rule 3200T.

Deloitte & Touche LLP has provided the Committee with the written disclosures and letter requited by the applicable requirements of the Public Company Accounting Oversight
Board regarding the independent registered public accounting fimi's communications with the Audit Committee cencerning independence.

Based on the reviews and discussions referred to above, the Committee recommended to the Board of Dircetors that the audited financial statements referred to above be included in
the Annual Report on Form 10-K for the year ended September 30, 2609,

Audit Committee

Ldward L, Glotzbach, Chairperson
Anthony V. Leness

Brenda D, Newberry

John P. Stupp, Jr.

MaryAnn Van Lokeren
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Fees of Independent Registered Public Accountant

The following table displays the aggregate fees For professional audit services for the audii of the financial statements for the fiscat years ended September 30, 2009 and 2008 and
fees billed for other serviees during those periods by the Company’s independent registered public accounting firm, Deloilte & Touche LLP.

2049 P

fiil&ll r;iatcd fees (1

(1) Auditrelated fees consisted of comfort letters, consents for registration statements and work paper reviews.
{2)  Tax fees consisted primarily of assistanee with tax planning, cempliance and reposting.

{3} Al other fees in 2008 consisted of accounting and tax advice relative to the sale of SM&P Utility Resources, Inc. and adoption of a new accounting pronouncement.

The Audit Conmittee pre-approved atk of the fees disclosed for fiscal years 2008 and 2069, The policy regarding the approval of independent registered pubtic accountant provision
of audit and non-audit services is described carlier in this proxy statement.



Direetors' Compensation

The Coempensation Committee periodically reviews director compensation refative to data provided by the Committee’s independent consultant, Frederic W. Coek & Co. Inc., of the
Company’s comparator group and publicly traded companics based in 8t. Louis, Missouri. The basic retainers and fees payable are set forth below. No retainers or fees are paid to
dircetors who are exccutives or cinployees of the Company and its subsidiaries.

Board and Commiitee Fees and Relainers

Commitiee Mecting Fee for Personal Attendance 1,000
Commiiftee Mes ¢

(I}  Effective Febmary |, 2010, the annual retainer will increase to $55,000,

The table below discloses the compensation paid or camed by all those who served as Company directors in fiscal year 2609, Not included in the table is the retirement plan for non-
cmployce dircctors in which participation and benefits have been frozen since November |, 2002, Under that plan, a non-cmployee dircctor who had at 1east five years of service asa
director as of November t, 2002, qualified for an annual payment after retirement in an amount equal to the board retainer at November 1, 2002, (518,000} with such payments being made
for the lenger of 10 years or life. The enly current dircctors eligible for benefits under the ptan are Nasser and Van Lokeren,

Noenquatified
Beferred
Fees Earned or Stoek Compensation All Other
Paid in Cash Avwards (I} Farnlags {2) Compensatian (3)
E564:500

53,500 51,668 39,511 144,679

(1} Amounts calculated using the provisions of Financial Accounting Standards Board {(FASB) Accounting Standards Codification {ASC) Topic 718, “Compensation-Stock
Compensation” (FASB ASC Tapic 718), except that these mmnounts are exclusive of the estimate of forfeitures. Sce Note 1, Summary of Significant Accounting Policies, Stock-
Based Compensation, of the consolidated financial statements in each of the Company's anawal reports on Form [0-K for the years ended September 30, 2005 - 2009 for a
discussion regarding the manner in which the fair value of these awards are calcutated, including assumptions used,

The table below provides more details relative to the restricted stock awards made under the Restricted Stock Plans for Non-Empleyee Directors:

Falr Valne of Shares Aggregate No. of
No. of Shares Awarded Awarded in Shares Awarded

in Fiscal Year 2009 Yiseal Year 2009 at 2009 Fiscal Year End

Van Lokeren 1,450 67454 2,700

Under the plans, each of these directors who dees not have benefits under the frozen retirement plan for non-employee directors received a grant of 1,600 restricted shares, Fach
of these directors with beacfits under the frozen retirement plan received a grant of 1,450 shares.

(2} Represents above-market carnings in fiscal year 2009 on deferrals of fees and retainers by participating dircctors in the Deferred Income Plans.

3y Includes dividends paid on restricted shares of stock.




The Company’s Restricted Stock Plan for Non-Employee Dircctors, approved by sharcholders in January 2009, provides an initial award of 800 restricted shares to each new non-
employce director. Annually thereatter, each non-cmpleyee director who is not a participant in the retirement plan for nen-employee directors receives an additional grant of 1,600
shares for service rendered during the year preceding the annual meeting, while each non-employee director who is a participant in the reticement plan for non-employee directors
receives an annual grant of 1,450 shares on the annual mecting date for the prior year’s service. The Plan trusice purchases shares for grants on the open market and holds them in trust
for the account of the pasticipants until they are vested. Forfeited shares are held by the trustee and available for future grants. Participants reccive cash dividends on the Company’s
contmon stock and may vote the shares awarded even while the shares are sestricted, but the restricied shares may not be sotd, pledged or otherwise transferred, except in accordance
with the ters of the Plan, Dircetors Nasser and Van Lokeren are fully vested in their awards under the Plan. Mr. Leness is fully vested in one-half of his awarded shares and the other
half will vest on his 701h birthday in 2010. The table below shows the vesting schedule for the other directors,

HalE of Plan Shares Vest All of Plan Shares Vest
: ting:Jangary 2015
Annual Meeting Fanuary 2017

On 65" birthday in 2013

On 65 birthday in 2018
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COMPENSATION DISCUSSION AND ANALYSIES (CD&A)

Overview of Execulive Compensation Program and Philosoply

The Company's Compensation Committee {the “Committec™) establishes the exceutive compensation phitosophy and assists the Board in the development and oversight of all
aspects of executive compensation.

Company’s Compensation Philosephy
In determining compensation of our named executive officers and ather key employees, the Company’s compensation philosophy is to pay for performance by;

¢ Making campensation decisions based on what promotes our corporate strategy, creates shareholder value, and remains equitable for the Company, its executives and its
sharcholders.

¢ Providing an exccutive compensation program to attract, motivate and retain key cxecutives, and fo drive the devetopment of value for the sharchelders.

Rote of the Compensation Commitiee
In implementing the Company’s compensation philosophy, the Committec:

+ Bvaluates the design and adminisration of each of the components of our executive compensation program, in conjunction with an analysis of total compensation for executives
through revicws of tally sheets, and makes adjustments as needed to refleet the execution of our corporate strategy and the creation of sharcholder value.

s Reviews the performance of the Company for the mest recently comptleled fiscal year and the degree of attainment of pre-established performance goals by the executives,
including the named executive officers.

» Reviews executive compensation data, as preparced by its independent compensation consultant (“Consultant™} from various soutces including published surveys from major
independent compensation survey providers containing market data from general industry and energy/utitities industry companies, and publicly available data from our
compatater group made up of companics of similar size and industry, $o ensure our compensation levels and opporlunities are competitive.

+ Reviews results ef internal audit’s review of the CEO’s expenses during the past year.

+ Consistent with its charter, approves or makes recommendations to the independent members of the Board as to compensation matiers,

During the course of the year, the Committce requests and receives from managenient information regarding the attaiminent of Company objectives and the performance of individuat
excentive officers. However, the Committce obtains its own information regarding the attainment of goals by the CEO.

Role of the Compensation Consulfani

The Committee continued in fiscal ycar 2009 to retain the firm of Frederic W, Cook & Co., Inc. to serve as its Consuliant, Frederic W, Cook & Co., Ing, is a completely independent
firm, providing only compensation consulting services to the Committee. The Consultant reports {o the Comimittee and attends most Cemmittee meetings either in person or by phene.
Specifically, the Consultant advises the Comnmittee on performance meteies and linkage between pay and performance, makes recommendations te the Committec on companies to be
used as a comparator group, and presents findings refative to the competitiveness of the Company’s executive compensation. However, the Committee and the Board retain alt decision-
making authority.
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Role of the CEQ in Compensation Matters

The CEQ makes recommendations o the Commitiee on compensation changes for all Company officers {other than himself), including the other named executive officers. The CEO
docs not play any role in the establishment of his own compensation opportunity. Each year the CEO provides the Committee with:

« His cvaluation of the performance of all Company officers;




s His recommendations for base salary adjustments for those offtcers;

» Recommendations for promotions, as appropriate;

+ His review of the individual objectives for those officers in the Annual Incentive Plan;

* Recommendations for awards under the Annual Incentive Plan based on the officers’ performance; and

* Recommendations for equity grants under the Equity Incentive Plan to these officers based on the officer’s performance and role in executing the corporate strategy to buikd
long-term shareholder value.

Our Named Executive Officers
The Company’s named cxecutive officers for fiscal year 2009 consisted of the following individuals:
s Mr. Douglas H. Yaeger, our President, Chief Executive Officer and Chairman of the Board;
o Mr Mark D. Waltermire, our Chief Financial Officer;
+ Mr. Kenneth 1, Neises, our Executive Vice President of Laclede Gas;
& Mr. Mark C, Darrefl, our General Counsel; and
» Mr. Michacl R. Spotanski, our Senior Vice President of Operations and Marketing of Laclede Gas.
Componenis of Exceutive Compensation
Fhe Company’s exccutive compensation program is comprised of the following five basic components;
* Basesalary;
¢ Amual incentive;
* Long-lerm incentives;
* Post-termination compensation; and

¢ Other Company provided bencfits.

The Committee uses the processes described in this Compensation Discussion and Analysis (CDé&A) to determine the appropriate balance among the components of exeewtive

compensation that witt result in an effective fotal compensation package, and does not solely rely on the use of formulaie, targeted allocations between eash and cquity based
compensation or annuat and leng-tenn incentive compensation,

Benchmarking and Comiparator Groups

Each year the Commitiee evaluates a number of factors when determining executive compensation levels to help ensure that pay opportunities being delivered 1o our executive
officers arc competitive with labor markets in which the Company competes for talent, The use of market data from surveys and publicly available sources are elements of this decision-
making process, The Cemmiltee reviews the data fo sce how the Company’s exceutive compensation levels compare to the labor market. Tfany meaningful deviations compared 1o the
market data are identificd, the Committee revicws further to ensure that there is rationale to support this.
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To assist the Conumittec in its annual market review of exceutive officer compensation, Frederic W. Cook & Co., Inc., the Committee’s independent consabtant (the “Consultant™),
prepares an analysis of the marked competitiveness of compensatien for cach officer. The Consultant uses a combination of survey and peer company pay information 1o establish
competitive market rates for base salary and annuat and long-term incentives for the officer positions to ensure our competitive market is as robust, reliable and objective as possible on

an on-geoing basis. For 2009 compensation decisions, the Commiliee used the following sources to develop an understanding of the comipensation paid to officers holding similar
positions:

1. Cemparator group data, as disclosed publicly, from AGL Resources Inc., Atmos Energy Corporation, New Jersey Resources Corporation, Nicor Ine., Northwest Natural Gas
Company, Picdmont Natural Gas Company, South Jersey Industrics, Inc,, Southwest Gas Corporation, UGI Corporation and WGL Holdings, Inc., which provides information
regarding the pay levels and programs at the companies competing in our industry, with whom we compeie fer exceutive talent;

2. American Gas Association (AGA)annual compensation survey, which provides an additional broader source of reliable and consistent industry-speeific data; and
3. General industry data from muitiple survey sources, including Mercer and Waison Wyatt, whieh provides an additicnal reference market for coasideration.

Of the sources listed above, the Commiltee places more emphasis en our dircct comparator greup and broader energy industry sources.

The AGA compensation survey and general industry data are proprictary third party surveys, and the specific identity of respondents for any given position s nof provided to the
Company. Beeausc of the large variance in size among participating companies within the general industry surveys, the Consultant conducted analyses, including regression, to adjust
the compensation data for differences in revenue size. These adjustiments are necessary to allow for appropriate size comparisons between our Company and the participating
companies in the third-party surveys, These adjusted data were used as the basis for comparison between us and the companies participating in the third parly surveys.

The Comunitiee reviews cach exceutive's total {arget compensation to sce if there is sufficient compensation o retain and motivate the executive. [fadjustments are needed to ereate



greater aligament with the stated compensation philosophy, the Committee cvaluates cach compenent of total compensation (base, annual incentive fargets, long-term incensives) to
determine where such adjustments may be required. In addition, the Committee considers other subjective factors in its compensation decistons, such as individual performance,
experience, future polential, expertise, and a comparison of the specific job {o the benchmark position.

Base Salary

The Company's base salary program is designed to provide competitive salarics to attract and retain key exccutive falent and to reward leadership effectiveness. Base salaries for
execulive officers are gencrally based on the following factors (nonc of which is given any particular weight), including:

¢ The cxecutive’s job responsibilities and performance in his or her position;
s The exeeutive’s level of expertise in a given area;

¢ The exccutive’s role in developing and exceunting corporate strategy;

e The cxecutive’s potential to lead the Company in the future; and

¢ A comparison of salaries for similarly situated positions.

Effective February 1, 2069, based on the factors described above, the Commitice approved merit increases in the salaries for the named exceutive officers ranging from 3.0% - 4.4%.
In addition to consideration of merit-based increases, the Conumittee reviewed the market pay data and determined to make cerfain market adjusiments to base salaries that, when
combined with annual incentives and long-ferm incentives, preduce {otal targe! compensation that is consistent with the stated compensation philosophy. As a result of this review, the
Commitiee approved additional base salary inereases in the amount of 3.4% for Mr, Waltermire and Mr, Spotanski,

Annual Incentive Plan

The Company’s Annual Incentive Plan (“AIP”) is designed to motivate and seward participants for short-term, annual results tied to corporate financial, operational and customer
objectives, as well as (o individual performance objectives. At the beginning of the fiscal year performance targets are set based on the corperate business and strategic plan for the
upceming year. The level of attainment of these measurcs, which is calculated after completion of the fiscal year, determines the extent to which the AP is funded. Awards for
exceuntives ate based on the following formula:

AIP Farget Opportunity MULTIPLIED BY Individuat Performance.

The AIP Target Opportunity is a dollar value expressed as a pereentage of the participant’s basc salary, and the actual award may go up or down based on performance against pre-
defincd goals and ebjectives, As discussed under the “Role of the Compensation Committee” and “Benchmarking and Comparator Groups” above, the Committes secks to establish
AIP Target Opportunitics at levels that, when combined with base salary and long-ierm incentives, produce total compensation that is censistent with the stated compensation
phitesophy. The AIP Target Qpportunily percentages were approved by the Committee following an assessaent by its Consultant of the total target compensation packages for the
executive officers.

Individuat Performance is the weighted percentage of performance achievement of the individual’s ebjectives. Individual objectives for cach named exccutive officer are sct at the
beginning of the fiscal year and are related 1o cach executive’s functional area of responsibilily.

For fiscal year 2009, the Board sct the following corporate-level performance measures and weightings and determined the actual performance level attained:

Potential Performance Levels/Funding Rate

High Actual
Threshold Target Performanes Pecfornsance

Performance Xeasure Welghtlng 50% 140% 150%% Level

Earnings Per Share
4.0, Pover Customer Satisfaction 15% Rank in fop Rank in top Rank in top Rank in top;
Survey — Midwest Local Gas 60% 40% 20% 50%

Distribution Conpanies

(I}  Represcats earnings from continuing operations in fiscal year 2009,

The table below indicates for the named exeeutive officers their range of payout opportunities for the fiscal vear 2009, their target opportunities and the awards paid based on
Cempany and individual performance resuits:

Threshold Target IRigk Actual

Performance Performance (1} Performance AP Award




Waltermire W% A% 87400 60%  S3% 116440
128,520
120620

Darrell 20%  40% 97,000 60% 53%
Spotanski 5%

{I}  Represents pereentage of base salary.

Performance status is reviewed periodically during the year, and the Commiitee reviews and approves the finat evaluation shostly after the end of the fiscal vear. Some discretionary
adjustments may be applied where appropiiate, and there are instances where objectives may be modified during the year, when warranted, Afler evaluating the performance of the
Company and the named excenlive officers, the Board approved annual incentive awards above target for each officer, The award for Mr, Yaeger reflected his feadership role in reaching
several strategic plen milestones and in achicving record carnings for scven consecutive years, excluding the fiscal year 2008 operating results and net gain on the sale of SM&P Utility
Resources. Mr. Neises” award reflected his contributions in the growth of Lactede Energy Resources’ business and resulting record carmings as well as his role in both the LER long-
ferm implementation plan and Laciede Gas Company’s gas supply analysis, Mr, Waltermire's award wes based on his involvement in several significant negotiations, including cettain
real estate transactions, and his feadership role in key projects, including cnterprise risk management. Mr. Darrell’s award reflceted his leadership in several key fegat, regulatory and
insurance initiatives. Mr. Spotanski's award was reflective of his leadership role in driving efficiencies throughout the organization and his rele in the implementation of the Continuous
Improvement Project.

Long-term Incentives

Equity Incentive Plan

The Company provides fong-term incentive compensation under the Bquity Incentive Plan te further atign the interests of exceutives with sharehotders and the long-term strategy,
as well as provide a retention incentive. Generally, the Committee approved equity grants with approximately 75% of the value of long-term incentives being awerded in performance
cenlingent restricted shares (PCRS) and approximately 25% of the value being awarded in tinte-vested restricted shares. The time-vested restricted shares are betieved to contribute to
share ownership and serve as an effective retention approach.

Fiscal Year 2009 Gramts

On November 5, 2008, the Committee granted fime-vested restricted shares and PCRS 1o 18 executives, inctuding all of the named executive officers, Both the time-vested restricted
shares and the PCRS are included in the Grants of Plan-Bascd Awards tablc in this proxy statement, The time-vested restricted shares fully vest on the third enniversary of the grant
date if the recipient continues employment with the Company through that date.

The PCRS awarded in fiscal year 2009 included threshold, target and high performance levels that may be carned. The threshold level is 50% of the target levet and high performance
tevel is [50% of the farget fevel. During the performance period, participants receive dividends and voling rights on the target number of shares.
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The performance criteria for the Fiseal 2009 PCRS are cumulative three-year average carnings per share growth over fiscal years 2009 — 2011 and business portfolio development
metrics that are weighted at 80% and 20%, respectively. Performance under the cumulative average carnings per share growth metric is measured by adding the eamings per share for
each of the three fiscal years in the performance period and dividing that sum by threc, Eamings per share in fiscat year 2009 was $2.93. Earnings per share for fiscal years 2010 and 201 1
will be added to the 2009 camings per share amounts for catculating the threc-year average camings per share to determine if performance at any level has been achieved. Performance
under the portfolio development metric is determined by measuring the level of organic camings and/or investments or acquisitions made in new businesses during the three-year
performance period. While we continue to explore various develapment options, no acquisitions or investments were made in fiscal year 2009,

Fo fusther emphasize the focus on buitding sharchokder value, the Contmittee included a modifier to the 2009 PCRS award based on a review of the Company’s relative total
sharcholder retuen compared to the previously identified comparator group ever the three-year performance period. The awards may be subject to forfeiture of up to 25% if relative total
sharcholder reiurn is befow the median of the comparator group. In sefting the targets for these metrics, the independent members of the Board established measuees that are
chatlenging, yct achicvable.

The targets require specific levels of growth on each metric over the threc-year performance period. The performance fargets are considered to be confidential and competitive
information, particularly e the extent the performance fargeis relate to prejected company financial data and strategy, neither of which the Company publicly discloses. An analysis of
ihe fiscal years 2007 — 2009 targets compared to actual performance is covered later in this section, As the metries have since changed, weo have no history of performance relative to
these types of awards from which to provide an analysis of past difficulty in meeting various performance levels, The Commiltee belicves that targeted tevels of performance for the EIP
grants are chatlenging, yet allainable, and thus would not be achicved all of the time. The Committee alse belicves, at the time the performance goals were set, that high performance is
sct at levels that would reguire exeeptional performance that is very difficult to achieve.

Description and Example of Interpolation

Determination of performance between threshold and target performance and between target and high performance is based on straight-line interpolation, certified by the Committee.
The foltowing example illustratcs how we compute the number of shares of PCRS carned by a participant under a hypothetical award, For purposes of the example, assume the following
terms for a grant:

Three year performance period
Maximue shares able to be camed under the award: 3,000
Metrics:
Far lllustrative Purposes Oaly
Number of shares as to which 143 x 3,000 x 3,000 aximumor

restrictions tapse {1,000) x 80% {2,000) x 80% 3,000 x 80%
weighting = 800 weighting= 1,600 weighting =200

Threshold Target ligh Performance




shares eligible shares eligible shares ¢ligible at
at threshold at target high performance

Number of sharcs as fo which 143 x 3,000 2/3x 3,000 Maximum or
restrictions lapse {1,000y x 20% £2,000) x 20% 3,000 x 20%
weighting = weighting = weighting =
200 shares 400 shares 600 shares
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Sharehotder Return Madificr: Committee refains the diserction to reduce the totat award of performance contingent restricted stock by up to 25% based on totad sharcholder retumn
performance relative to the comparator group stated above,

Total Sharcholder Retarn for the Company and for comparator companies shall be caleutated as:

Total Share Value at the end of MINUS Average Share Price Immediately
230
the Performance Period Prior to the Grant

Average Sharc Price Immediately Prior to the Grant.

Total Share Value at the end of the Performance Period is calculated as the average share price for the last guarter of the perforimance period (7/1/1F - 9/30/11) plus the value of
reinvested dividends. Average Share Price Tmmediately Prior to the Grant is caleulated using the average share price for the last quarter immediadely prior to the grant {7/1/08 - 9/30:08).

Using the hypothetical grant, outlined in the table above, assunie the actual performance results in average EPS over the three-year period of $1.08 and portfolio development
investment of $1.25 million at the end of the performance period.

The EPS performance exceeded the threshold level, so the participant earned the 800 shares cligible to be earned for the thresheld level pesfermance. Since the actual EPS reached
19% of the range between threshold and targed, the participant also earned 10% x 80% weighting x the 1,000 share difference between threshold and target, or 80 additional shares, Thus
under the EPS metric, the participant has camed 889 shares.

For the porifolio development metric, the performance excecded the farget, so the participant carncd the 400 shares cligible to be carned at target; and since the aciual investment
reached 50% of the range between target and high pesformance, the participant alse camed 50% x 20% weighting x the 1,000 share difference between target and high performance, or
100 additional shares. Thus under the portfolio development metric the participant eamed 500 shares.

The total sharcs camed, prior to total sharcholder retumn resulfts are considered, is 1,380 (880 + 500) shares. However, if the Company’s total sharehotder return felf below the median
of the comparator group, up to 345 (25% of 1,380) shares eamed may be forfeited.

With regard to the Compensation Commmittee’s certification of performance, the Committee, which is comprised solely of independent directors, reviews and discusses the
calcutations of the metrics to verify compliance with the terms of the award agreement, determines the lovet of performance achicved and the number of shates carned, The Commitice
thea approves resolutions that reflect the Commiltee’s determinations, The PCRS will vest upon the Conumitice’s certification as to performance.

Vesting of Shares Granted in Prior Fiscal Years

En Nevember 2006, the Committee granted shares of PCRS to [2 current executives for the performance period of FY 2007 — 2009. The vesting of those shares was contingent upon
the attainment of carnings per share growth and dividend growth measuses over the three-year performance period, In reviewing the Company’s performance over the performance
period and inaccordance with the terims of the Equity Incentive Plan, the Committee determined the Company's performance fevel at the cnd of the period by averaging the eataings per
share for fiscal year 2007 and only the continning operations camings per share for fiscal year 2008 so as not to include the gain from the sale of SM&P, and fiscal year 2009, The
metries and actual performance for these PCRS were as follows:

Actuaf

Weighting Threshold Target Performance

Dividend Growth o h ) 30% SI48  $1.54 SLs4

20

This grant did not have a high perforiance level.

As shown by the above table, the Committee certified that performance met or excceded the target level on both metrics, resulting in a tetal of 30,000 PCRS shares vesting on
November 2, 2009 for the named executive efficers as follows:

[railco
Waltermire

Spotanski 3,000




In December 2007, the Commiittee made a special two-year PCRS award to Mr. Neises based in anticipation of his retirement in December 2009. The vesting of thosc shares was
contingent on attaining specific strategic objectives; including LER expansion in which Mr, Neises received & high performance rating. The threshold, target, and high performance
number of shares for this award were 5,000, 10,000, and 15,000 In reviewing Mr. Neiscs’ performance on the strategic objectives over the performance periad, the Commiitee determined

that in the aggregate he exceeded target and reached 25% of the range between target and high performance. Based on this achievement, § 1,250 shares became vested on October 30,
2009.

Tncentive Compensation Plan

Laclede Gas Company offers an Incentive Compensation Plan that was designed to provide a long-term incentive for certain senior executives. The plan previded for the award of
share units with two payment features: quarterly dividend equivalent payments and an annuat deferred compensation amount based on changes in consolidated retained carnings, The
Laclede Gas Incentive Compensation Plan was frozen in 2003. Under the plan, Messrs. Yacger and Neises are cureently the only active employee participants and have 73,465 and 34,750
fully vested share units, respectively. There are also other retired executives recciving benefits under this plan. The dividend equivalents and deferred compensation amounts are
reflected in the all other compensation 2nd non-equity incentive plan compensation columns, respectively, of the Summary Compensation Table.

Post-Termination Compensation

The Company believes it is important to provide officers the payment of benefits in the event of a ternination, resignation or retirement afier a change in centrol, particularly since it
generatly does not enter into employment agreements, As a vesult, variows Company plans include provisions relative to vesting or payments in the cvent of a termination after a
change in control. More details on these various provisions arc discussed tater in the Potential Payments Upon Termination or Change in Contrel section,

The Company’s Management Continuity Protection Plan provides for lump sum severance payments if an officer is terminated for any reasen (other than death, disability or for
actions involving moral furpitude) within a certain period following a change in control. For more discussion of the details of these plan provisions, see the discussion in Potential
Payments Upon Termination or Change in Centrol below,

Executive Salary Profection Plan

The executive salary protection plan entitles the designated beneficiaries of a participating executive officer to reccive cortain payments npon the executive officer’s death. The
amount of the payment is determined based upon the annual salary of the execuiive officer, whether the executive officer was setively employed or refired and the age of the exceutive
officer, all as of the time of the executive officer’s death, Tf the exeeutive officer dics prior to retirement, his beneficiary receives, payable monthly, an aggregate amount cqual to his
annual salary at death for the first year foltowing the officer’s death. In cach of the nine years following that first year, his beneficiary receives, payable monthly, an aggregate amount
equal to ' his annual salary at death.
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If the officer dics after retirement, but before age 70, his beneficiary receives, payable in four equal installments, an aggregate amount equal to twice the officer’s annuzl safary at
retivement. If the officer dics afler retirement and after age 70, his beneficiary receives, payable in two equal instattments, an aggregate amount cqual to the officer*s annual salary at
reliremesd. Of the named executive officers, only Messts. Yacger and Neises are pariicipants in this plan. The Company provides a lifc insurance benefit for the other named executive
officers in an ameunt equal to: (i) double their base salary up to a maximum benefit of $500,000 while they are employed by the Company and prior o age 65, () 65% of double their base
safary while they are employed on and after age 65 but before age 70, (iii) 50% of double their base selary afler retivement but before age 790, and (iv) 25% of double their base salary after
age 70, The costs for this coverage arc included in the ail other compensation column of the Swinmary Cemgensation Table,

Deferred Income Plans

Since 1986, the Company has offered its dircctors, officers and certain key employces the opportunity to defer income under deferred income plans, More details on the plan are
provided in the Nonqualified Deferred Compensation section later in this proxy statement.

Other Company Provided Benelits

The Company believes retirement, health and welfare benefits serve an important role in the total compensation and benefits package offered to employees to assist in attracting and
retaining key talent. The Company, through its subsidiary, Laclede Gas Company, provides both Coempany-paid and voluntary health and welfare programs. The programs are reviewed
periodically pursuant to the Company’s infent to be comnpetitive within the industry in 1erms of total compensation,

Retirensent Plans

The Company offers its employees defined contribution 401k} plans that provide Company matches for alf employees, including the named exccutive officers. All of the named
excewlive ofticers participate in the Laclede Gas Cempany Salary Deferral Savings Plan.

Laclede Gas Company provides a qualified defined benefit retirement plan for its employees. Benefit payments under this plan are based upon a participant’s “average final
compensation” and years of service, Effective January 1, 2009, the Company froze the years of service component of the formula and introduced a new quatified defined benefit
refirement formuka derived from cash balance pay credits based on a participant’s age. Laclede Gas Company also provides ronqualified supplemental retirement plan benefits. More
detaits relative to these plans are included in the Pension Benefits and Nonqualified Deferred Coempensation sections later in this proxy statement.

On Mareh 7, 2008, the Company entered into a Suppltemental Pension Agreement with Mr. Netses to refain his services, Under the terms of the qualified pension plan described
above, Mr, Neises was subject to mandatory retirement if the Board had not authorized the extension of his employment. More details on the Agreement are included in the
Nengualified Deferred Compensation section.

Perquisites

As a matler of business philosophy, the Cempany provides linited perquisites or persenal benefits to exceative officers (including the CEQ). These Hmited perquisites include the
personal use of a Company automobile, parking at the Company headquarters, spousal travel to industry asseciations that encourage spousal attendance, ¢lub memberships that are
used primarily for business purpeses, and Company paid 2nnual physical exams.
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Inlernal Revenue Code

The Conuniliee considers Section 162(m} of the Internal Revenue Code in the design of incentive plans to preserve the corporate tax deductibility of compensation, In some
circumstances, however, the Committee recognizes that factors other than tax deductibility should be considered in determining the forms and levels of exccutive compensation most
appropriale and in the best interests of the Company and its shascholders, Annually, the Commiitee reviews sll compensation programs and payments, including the tax impact on the
Company.

Accounting Information

The Company accounts for cquily incentive grants under FASB ASC Topic 718 and uses the binomial option-pricing model to estimate the fair value of awards of stock options,
The fair vadue of restricted stock awards is estimated using the closing price of the Company’s common stoek on the grant date er, for those with the total sharcholder retumn medifier,
as valued by a Monte Carle simulation model that assesses probabilitics of various cutcomes of market conditions. Each year an independent third pariy rns the Monte Carlo
simulation, which is subject to the audit procedures of the Company’s independent registered public accounting fitm. During fiscal year 2009, the Company did not make any
modifications to cquily grants that resulted in a re-measurement of expense under the accounting rues.

Compensation Commitiee Report

The Compensation Committee has reviewed and discussed with Company management the Compensation Discussion and Analysis {“CD&A”) scetion included in this Proxy
Statement. Based on this review and discussion, the Comntittee recommended to the Board {and the Board has approved) that the CD&A be included in this proxy statcnsent and in the
Company’s Annual Report on Fonn 10-K for the fiscal year ended September 30, 2009,

COMPENSATION COMMITTEE
Arnold W, Donald, Chairman
Edward L. Glotzbach

William E. Nasser

Johu P, Stupp, Fr.
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EXECUTIVE COMPENSATION

Summary Compensation Table
The table that follows presents information about compensation for the Company’s named execufive officers for the tast fiscal year.

Satary — Salary inctudes amounts eamed in the most recent fiscal year. The Board considers adjustments to salaries of officers at its January meeting after the appointment of
officers, with any adjustment effective February 1. The amounts in this column also include any amounts of satary that the named execative officer may have defeered under the Lactede
Gas Company Salary Deferral Savings Plan and deferred income plans. Salary deferred under the deferred income plans also appears in the “Exccufive Centributions in Last FY” column
of the Nongualified Deferred Compensation table.

Stock Awards — The amounts in this column represent amounts caleulated wsing the provisions of FASB ASC Topic 718, except that these amounts are exclusive of the estimate of
forfeitures for awards of performance contingent restricted stock, time vested restricted stock and restricted stock units in fiscal years 2006, 2007, 2008, and 2009,

Option Awards -- Like the Stock Awards colunmn, the amounts in this column represent catcutations in accordance with FASB ASC Topic 718. These amounts are for option awards
made in fiseal years 2003, 2004 and 2003, alf of which are now vested. All of the options have exereise prices cquat to the closing market price on (he respective grant dates.

Non-Equity Incentive Plan Compensation — This column includes benuses carned by the named executive officers under the Annuval Incentive Plan, as well as deferred
compensation aimounts carned under the Lactede Gas Incentive Compensation Plan, Further details retative to the Plan arc in the CD&A.

With regerd to the Lactede Gas Incentive Compensation Plan, share units were awarded that provide for the payment of dividend equivalents and the acerval of annual deferred
compensation ameunts, The amounts in this colwnn represent the aceruals of deferred compensation amounts in 2009. The dividend equivalent payments are in the Al Other
Compensation colwmn. The plan has been frozen as to new participants and no awards have been made sinee 2002, Of the named cxecutive officers, only Messrs. Yacger and Neises
have eutstanding awards urder this plan, Messrs. Yacger and Neises are now fully vested in their awards of 73,465 and 34,750 share units, respectively. They wilk forfeit all rights to the
share units, rowever, if their emptoyment ends for any reason other than retirement, death, disability or resignation following = hostite change in control of the Company. Because
Messrs, Yacger and Neises are fully vested, they, and their spouses afier their deaths, are entitled to continuc reeeiving dividend equivatent payments for life. The deferred
compensation amounts are payable upon retirement in 10 annual installments with interest credited afler retirement based on the then current prime rate. These amounts are also
included in the “Company Contributions in Last FY™ column of the Nonqualified Deferred Compensation Table later in this proxy statement.

Change in Pension Value and Nonqualified Deferred Compensation Earnings — This cofunmn inctudes the aggregate change in the actuarial present value of the named officers’
accumulated benefit under the Employees’ Retirement Plan of Laclede Gas Company and the Supplemental Retirement Plans, as well as the above market or preferentiel carnings in fiscal
year 2009 on deferrals in the Deferred Income Plans, In fiscal year 2009, the Company adopted the measurement date provisions of Statement of Financial Accounting Standard (SFAS)
No. 158, as codified in ASC Topic 715, “Comgensation - Retirement Plans™ (FASB ASC Topic 715). ASC Topic 715 required the measurement date for the pension plans be changed
from June 30 to September 30, resulting in a 15-month measurement period. Beeanse of this change in the measurement date, the aggregate change in the acinarial present value has
been annualized for fiscal year 2009,
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Summary Compensation Table

Change in
Pension Value

And



Nenqualified

Non-Fquity Peferred Al Other
Stock Option H tive Plan Conp il Comp f
Name Year Salary Awards (1) Awards (1) Compensatlon () Earnlngs (3) €3] Tatal
-\—’a_c-j-gcr 2009 $623,333 3 5,612 8702,116 51,389,223 5246,142 £3,967475
Chairman of the Board, N } & 55 - ‘ b6 oTE Ty
President & CEQ 546,667 143,987 754910 184,792
Waltermire
Chief Financial Officer 215,667 126,859 11,138
Nelses 5 ]
Executive Vice President, 338,333 267,813 27,198 316,725
Laclede Gas ! 5390 17485
Darrell 525 | ' 19,527
General Counsel : i} ) 507
Spotanski T 435,480 48385 1,076,702

Sr. Yice President of
Operations & Marketing,
Laclede Gas

{I)  Amounts calculated using the provisions of FASB ASC Topic 718, except that these amounts are exclusive of the estimate of forfeitures. See Note 1, Summary of Sigaificant
Accounting Polici¢cs, Stock-Based Compensation, of the consolidated financial statements in the Company’s annual reports on Form 10-X for cach of the years ended September
30, 2005 -- 2809 for discussions regarding the manner inn which the fair value of these awards are caleulated, including assumptions used.

{2} Infiscal year 2009, the named exceutives carned awards under the Annual Incentive Plan and acerued deferred compensation amounts under the Laclede Gas Company Incentive
Compensation Plan and Laclede Gas Company Incentive Compensation Plan 11, which represents the incentive compensation plan as modified to comply with section 409A of
Internal Revenue Code. The details are below:

Incenlive Compensation

Plan - Deferred
Annual Incentive Plan Compensation

Award Earned Amounts Accrved Total

Waliermire

128520
50630

128,520
20,430
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(3)  Infiscal year 2009, the Company adopted the measurement date provisions of SFAS No. 158, as cedified in ASC Topic 7t5. ASC Fopic 715 required the measuzement date for the
pension plans be changed from June 39 to September 30, resulting in a 15-month measurement period. Because of this change in the measurensent date, the aggregate change in
the actuarial present value has been annualized for fiscal year 2009. The amounts shown below in the “Above-Market Interest” column arc alse included in the amounts in the
“Aggregate Eamnings in Last FY" column of the Nongualified Deferred Compensation table for the deferred income plans,

Inceease In Penslon Valve Above-Marked Enferest Tetat

119,527
35,4580

Darrlt
Spotanski

{4}  The table below provides details on the amounts incleded in this column:

Dividend Equivalents under Dividends on
Laclede Gas Incentive Restricted Stock
401k Match Compensation PE

Awards Perquisises Total

Perquisites inchude personal use of sports boxes, Company automobiles, and club memberships not used wholly for business purposes; life insurance premiums, physical exams,
parking, and spousal travel. Values for perquisites are bascd on aggregate incremental costs to the Company and its subsidiaries, No individual perquisite exceeds $25,600,

This colunm atso includes for Mr. Neises $90,622 of deferred compensation he acerued in fiscal year 2009 under his supplemental pension benefit agreement as described furiher
under Monquatified Deferred Compensation.
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Granis of Plan-Based Awards

The plans under which grants in the table befow were made are gencrally described in the Compensation Discussion and Analysis in the Annual Incentive Plan and Equity Incentive
Plan sections. Under the Annual Incentive Plan, grants of potential awards are typicatly made in November with the determinations of earned award amounts made in the following
October based upon individual and corporate performance in the most recently completed fiscal vear. Equity awards are generally considered for award in October each year, with the
grani date being the fourth business day after the eamings refcase for the fiscal year is issued. Under the Equity Incentive Plan, performance awards, stock appreciation rights, stock
oplions, restricted stock grants, and restricted stock units may be awarded,

Grants of Plan-Based Awards Table

Estimated Possible Payouts Under Estimated Fudure Payouts Under
Non-Eqauliy [ncentlve Plan Awards (1) Egulty Incentive Plan Awards (2)
A Other
Grant Action (In Shares) Stock Grant Date

Name Date Date Threshold Target Masimum  Threshold Fargef Maximum  Awards (3} Falfr Valoe ()

Yaeper 5. £
3250 16500 24750 $ 1,447,460
Wallermire 3 ( Hi inE cEEm e
11/508  10/30/08 ) - 2,500 5,000 7,500 1,580 430,141
Neises ?
FE5/08  10/30/08 - 107,613
Darrell ]
Spotanski

/5108 10/30/08 \ 410,141

{1}  These columns show the range of payouts for performance in fiscal year 2009. The amounts paid in fiscal year 2010 but earncd based upen performance in fiscal year 2009 are
included in the Noa-Equity Incentive Plan Compensation column in the Summary Compensation Teble and are based on the metrics described in the Compensation Discussion
and Analysis.

{2} These columns show the range of payouts for the performance-contingent restricted stock granted in fiseal year 2009. The doblar amounts recognized by the Company for these
awards are shown in the Stock Awards colunn in the Summary Compensation Table with the valuation calculated using the assumptions referenced in footnote 1 to that table.

(3} This column shows the nuntber of shares of time-vested resteicted stock granted in fiscal year 2009 as to which the restrictions wiil lapse on November 5, 201 1.

{4} This cobumn provides the maximum number of shares valued using the provisions of FASB ASC Topic 718, except that these amounts are exclusive of the estimate of forfeitures.

In November 2008 awards were made to all of the named exceutive officers, These awards included performance-contingent restricted shares (“PCRS”), which arc restricted shares
that vest upon the atiainment of nuelti-year performance results, Under the ferms of the awards, these shares may vest if certain corporate performance metrics for the 2009 — 2811 fiscal
year performance period are met er exceeded. The performance criteria for the PCRS awarded in fiseal year 2609 arc (he average earnings per share as measured at the end of 2 three-year
period and portfolic development metrics weighted at 80% and 20%, respectively, subject to reduction by up to 25% if the Company’s relative sharcholder retumn is below the median of
the comparator group described in the CD&A, If the performance contingency is not satisfied for the fiscal year 2009-201 | performance period, the shares will be forfeited. At the
conctusion of the performanee period, payouts can range
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from 0% to 150% of target. Exccutives are expeeted to retain any vested shares, except for the payment of taxes on such shares, for an additienal three-year peried. In the cvent of 2
change i control, vesting will accelerate at the target level an & pro rata basis if the shares have not already been forfeited and the sucecessor does not assumne the award or provide a
comparable award, provided that the assumed or replacenient award must provide that the vesting will be acceterated i the participan Is ferminated withont cause within 24 months of
the change in control, If a participant leaves the Company due to death, disability er retirement, the participant’s shares may vest on a pro rata basis if the performance melrics are met,
Prior to vesting, participants atc entifled to reccive the dividends payable en and to vote the shares at the target level, More details on these awards are included in the CD&A.

In addition to the PCRS, the named executive officers were also awarded time-vested restricted stock on November 5, 2008, The restrictions will fapse as to these shares on
November 5, 201 1. Prior 1o vesting, participants are entifled to receive the dividends payable on and to vote the shares, If the exceutive is terminated without causc within two years
after a change in control, the executive will become vested in the restricted shares at that time. I the cxeeutive feaves the Cempany's employment prior to the vesting date due 1o
mandatory retirement, the executive will vest pro rata in the restricted shares on the mandatory retirement date, More details on these awards are included in the CD&A.
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Quistanding Equity Awards Table

OFTION AWARDS STOCK AWARDS
Equity
Equity Ineentive
Incentive Flan Awards:
Market Plan Awards: Market or
Number Yalue of No. of Payout Value

Number of  Nuwber of of Shares Shares or Unearned of Pnearned




Securitles Securitles orF Units of Units of Shares, Units Shares, Unils

Underlying  Underlying Stock  Stock That  Stoek Fhal or Other or Other
Optlen Unesercissd  Unexerched Option Qplion Award  TTave Not lave Not Rights That Rights That
Granl Options QOplions Eserclse  Explration Grant Vested Vested Have Not Have Not
Name Date Eaerclsable Unexerctsable Price Date Date [£3] 2) Vested (3) Vested {2}
Yaeger R Temy T TrA s - —
11/5/13
Waltermire
11/3/14
Neises 1475113
11/5/08
Darrell
12/5/07
Spotanski 1145103 t1/5/13 11/2/06

169,800

160,860
(i) Vesting dates for these awards arc provided below:
Grant Date Yesting Date
" 214008
(2)  The dollar amounts in these cobumns reflect the value caleulated using the closing price of the Company stock on September 30, 2009 (532.16).
{3}  Vesting dates, performance peciods and levels of awards, assuming performance metrics are met, ar provided below:
Perflormtance
Grant Dale Pertod Vestiog Date Nameg Threshold Target Maximum
1112106 1071106 — 9/30/00 11162109 Yacger
Neises
12/5/07 10/1/07 — 9/30/0% 10/30/09
12507 1071707 - 9/30/10 Datein Y 2011 of
certification
performance
metrics mck
11/5/08 /408 — 9/30/1 ] Datein FY 2012 of Yacger 8,250 16,500 24,750
certification h i )
performance Neises

metries met

Spotanski 2,500 5,000 7,500
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Option Exercises and Stock Vested in Fiscal 2009 Talite {1

Option Awards Stock Awards

No. of Shares Acquired Value Realized on No. of Shares Aequired Value Realized on
Name on Exerclse fixerclse on Yesting Vesting
X 8022

AW =
213,920

Darrell

8

{1}  The table above reflects shares granted under the Equity Incentive Plan in November 2005 that vested on November 2, 2008 but does not reflcet shares that vested after the close
of fiscal year 2009,




Pension Plan Compensation

Laclede Gas Comypany maintains the Employees’ Retirement Plan of Laclede Gas Company, a tax-qualified defined benefit plan. Effective Januvary 1, 2009, Laclede Gas amended its
plan {o change the way benefits are cafculated, Prior to January 1, the Plan provided benefits based on a final pay formula that used a participant’s years of credited service and average
final compensation. The average final compensation is the highest consecutive three-year average of the final ten years of employment. After December 31, 2008, participants’ years of
credited service under the ptan are frozen, However, the average final pay was not frozen and will continue 10 be based on the highest three-year average in the final ten years of
employment. Benefits under the plan formula in effect prior to January 1, 2009 are referred to as “grandfathered benefits.” While normal retirement age under the plan is age 65,
paricipants may retire at age 60 with 10 or more years of service without reduction of the grandfathered benefit for early retirement. Thus, as directed by the Securities and Exchange
Commission, we assumed retirement at age 60 in caleulating the grandfathered benefits for all the excentives except Messrs. Yaeger and Neises, who are age 60 or over and for whom we
used actual ages. Grandfathered benefits for participants who retire between age 55 and age 60 with 10 or more years of service arc reduecd by 1.4% per year for each year below age 60.

On and after January 1, 2009, the plan uses a cash balanee formula that provides: (i} a cash balance credit from between 4-10% of compensation depending on the participant's age
and (it} interest credits using a rate equal to an average of corperate bond rates published by the Internal Revenue Service, Benefits under the plan formula in effect on and after January
1, 2009 are referred to as “eurrent benefits”. The cash balance credit and interest eredit are spplied as of December 31 of each year, on an average monthly basis, with interest
compounded nronthly, During 2009, Messrs, Yaeger and Neises received 10% cash balance eredits, Messes. Waltermire and Darrell received 8% cash balance credits, and Mr. Spotanski
received & 7% eash balance credit. The early refirement amount of the current benefits will be the amount credited in the participant’s cash balance account in the case of a Famp sum
payment. If an annutity is {aken at early retirement, the benefit will be the actuarial equivalent of the lump sum amount,

The Internal Revenue Cede gencrally places a limit on the amount of the annual pension that can be paid from a tax-gualified plan as well as on the amount of annual carnings that
can be used to calculate a pensien benefit, Since 1977, Laclede Gas has maintained a Supplemental Retirement Benefit Plan, a nonqualified plan that covers benefits that aceried
through December 3, 2004 and that pays cligible employces the difference between the ameunt payable under the tax-qualified plan and the amount they would have received without
the Hmits on the qualified plan. The Company adopted the Supplemental Retirement Benefit Plan II to comply with Section 409A of the Intemal Revenue Code, which eovers benefits
acerved from January 1, 2005 through December 31, 2008. 1 also adopted Supplementat Reticement Benefit Plan T to provide similar supplemental benefits for those that accrue on and
afler January 1, 2009 under the new pension plan formuda.

Please note the following relating to the benefits shown in the table below:
o The Supplemental Retircment Beacfit Plan is unfunded and subject {o forfeiture in the event of bankruptey.
+ The years of credited service in the fable are the same as the exceutives® years of actual service.
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¢ The compensation used to determine current and grandfathered benefits under the Plan inelude the amounts in the Salary column and the amount attributable to payments under
the Annual Incentive Plan in the Non-Equity Incentive Plan Compensation cotumn in the Summary Compensation Table.

¢ Exccutives at the Company are subject to nandatory retirement at age 65 unless the Board of Directors asks them to continue working past that age, as it did with Me. Neises,

o The pension benefits in the table below were caloulated using

o the September 30, 2689 measurement date;

o

the same assumptions as described in Note 3, Pension Plans and Other Postretirement Benefits, of the conselidated financiat statements in the Company’s annuat report for
the year ended September 30, 2009, except we used retirement at the greater of 60 or the exccutive’s actual age as noted above for the grandfathered benefit and, as required,
we did not usc an income growth assumption nor any forfeiture assumption;

> for the grandfathered benefit, the greater of

s years of service, muktiplied by the sum of 1.7% of Social Security covered conipensation {a 35-year average of Social Security maximum bases} plus 2.0% of the highest
average nonmal compensation during a 36-menth peried in the 10 years prior to the measureient date in excess of Sociat Security covered compensation; and

s the highest average nonnal compensation during a 36-month period in the 10 years prior {o the measurement date, multiplied by (i) years of service and (i) the benefit
factor of 2.1%, less the executive’s estimated Social Sceurity benefit multiplicd by £.25% for cach year of service up to a maximum of 40 years;

2 the assumption of a 90% probability that the participant elects a lump sum cquivalent of the monthly annuity amount described above.

Pension Benefils Table

No, of Years Present Value Payments
Credited of Accumulated During
Name {1} Plan Name Service {2) Benefit Last Year

Yaeger

Supplemental Retirement Benefit Plans 18.08 4,641,423 -

Waltermire

Neises 32,56
2,045,708

Darreli

Spotanski 20 pl medt

Supﬁié&cﬁlat Retirement Benefit Plans 309,43¢ -




(1} Mr. Yacger is currently eligible for carly retirement benefits because he has reached age 55 and has 10 or more years of service, Because he has reached age 60, his grandfathered
benefit under the plans wilt not be reduced. Mr. Neises is currently cligible for normal retirenient benefits,

{2)  Asnoted above, years of credited service were frozen as of December 31, 2008,
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Nonquatified Deferred Contpensation

The amounts in the table betow inchude contributions by the executive and camnings en thosc contributions under the Lactede Gas Company Deferred Income Plan 1, which covers
deferrals through December 31, 2004, and The Laclede Group Deferred Income Plan, which covers deferrals on and after January 1, 2005 and represents the deferred income plan as
modified to comply with Section 409A of the Internal Revenue Cede, The amounts relative to these plens arc in the first line of the table for cach exceutive.

The Deferred Income Plan 11;

o Allows participants, including the named exeeutive officers, to defer up to 15% of salary and dircctors to defer up to 100% of fees and retainers,

* provides carnings on the deferrals based on Moody’s corporate bond average rate plus a percentage ranging from 1% to 3%, which percentage varies depending on the age of
the participant at the beginning of that plan year,

* provides for death and disability incorme benefits that are payable in annual installinents over a 15-year period following tennination of employment due to total disability or
death,

¢ provides retirement income benefits under the plan payable in annual installments over a 15-year period, but the payments continue for the life of the participant if the pacticipant
redires al age 65 or later for employees or age 70 or later in the case of directors,

+ provides fora Jump sum payment to the participant in the event of termination within two years following a change in contrel, The lump sum payment will be equal to the greater
of (i) the present vatue of the deferral aceount balance projected under the minimum retirement income formula through age 65 or {ii) the actual deferral account accumulated
through the teemination date,

The Laclede Group Deferred Income Plan provides similar benefits, except that the retirement benefits in all circumstances are payable in 15 annuat installments and benefits payable
in the event of death or disability are payable in a lump swm. However, in 2008 participants were offered a one-fime opportunity under the transitional relief issued by the IRS under
Scciton 40%A to clect a lamp sum payment alternative for retirement benefits.

For Messrs. Yacger and Neises, the second lines represent the deferred compensation amounis accrued in the last fiscal year on the share units awarded to them under the Laclede
Gas Company Incentive Compensation Plan, which covers those units vested as of December 31, 2004, and Laclede Gas Company Incentive Compensation Plan 11, which covers those
units that vested on and after January 1, 2005, as well as the aggregate deferred compensation amounts at fiscal year end that they have accrued under the plans, The Laclede Gas
Company Incentive Compensation Plan 1 was adopted to comply with Section 409A of the Intemal Revenue Code.

On March 7, 2008, Laclede Gas Company entered into a Supplemental Pension Agreement with Mr, Neises that triggers payment upon his death, disability or retirement, The amouat
of the payment will be in an amount equat to: the sum of his benefit under the pension plan and the Supplemental Retirement Plans as of his mandatery refirement date of November 1,
2005, plus the incremental difference between that amount and the amount he would have received under the plans on November 1, 2007 — the first date to which his mandatory
retirement date was extended by the board, plus the incremental difference between the immediately preceding amount and the benefit calculated as of his death, disability or retirement;
all offset by the actual benefit payable to him under the terms of the plans on the datc of his death, disability or retirement. The amount of benefit that he accrued under this agreement
in fiscal year 2009 is in his third line of the table.
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Nongualified Deferred Compensation Table

Executive Company Apgregate ApEregate Aggregate
Contributions Contributions Earalogs in Withdrawalst Baltance at Last
Name in Last FY {1} in Last FY {(2) Last FY (3} Distributions FYE

Yaeger D o 41
Incentive Compensation Plan - 102,116 - - 539,666
Waltermire
Melses
. : 25403
Supplemental Pension Agrecment - - 90,622 - 465,954
Darrelt i
Spotanski Deferred Income Plans 38,300 - 9,985 - 132,740

(1) Thec amounts in this column are also inchided in the Salary column of the Summary Compensation Table,

2} The amounts i this column are also included in the Summary Compensation Table in the “Non-Equity Incentive Plan Compensation” columnn for Messzs. Yacger and Neiscs,

¢3)  The amounts attributable to above market interest on non-qualified deferred compensation in the “Change in Pension Value and Nonqualified Deferred Compensation Eaenings”
column in the Summary Compensation Table and identificd in footiote 4 to that table are also included in this column,

Potential Payments Upon Terminalion or Change In Control



The following discussion describes the potential payments and benefits under the Company’s compensation and benefit plans and arrangements to which the named executive
officers woulkd be entitled upon termination of employment if such termination were to occur on Scptember 30, 2009 and using the closing price of $32.16 per share of the Company’s
steck on the New York Stock Exchange on September 30, 2009, the last trading day of the fiscal year. The discussion does not include payments and benefils to the extent they are
provided on a nen-discriminatory basis fo salaried employees generatly upon fermination of employment.

The distributions of plan balances under the Company's deferred income plans are discussed in the Nonqualified Deferred Compensation scetion of this proxy statement and the
payments under the incentive Compensation Plan are discussed in the narrative to the Summary Compensation Table in this proxy statement,

Management Continnity Protection Plan

The Management Continuity Protection Plan, adopted in 1991 and restated in the first quarter of fiscal year 2009 10 be compliant with Section 40%A of the Internal Revenue Code,
provides for the payizent of benefits 1o officers in the event of termination, resignation or retirement after a change in control, The agreements exceuted pursuant to the plan are form
agreements that are not separately negotiated with executives. The Compensation Commiftee considers the benefits under this plan, including the terms and conditions of the
agreements, as parl of the total compensation for the executives. Some key terms are listed below.

L. Change in conirol is defined in the plan as when someone acquires more than 50% of the voting power of securitics of The Laclede Group or if someene acquires between 30%
and 50% of the veoting power and the Board determines that a de facto change in control has occurred.

2. The plan docs not provide benefit payment to those pasticipants who have reached nermal retirement age of 65, such as Mr. Neises. Further, the plan limiss the awmount of the
benefit payable 1o an amount equal to the participant’s average monthly compensation for the five-year period immediately preceding the cessation of employment multiplicd
by the aumber of months until the date the participant woutd reach normal resirentent age of 65,
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3. Nobenefits are payable if the officer is terminated for cause, with cause defined as ireversible incapacity or disability for six months that renders the officer unable to perform
the services for which he was employed, any eonduct in the performance of dutics that involves morat turpitude, or death,

4. Tothe cxtent that any payment under the plan would trigger an adverse tax consequence under Section 280G or 4999 of the Internal Revenue Code or an excise tax by the
participant, the officer decs not receive any gross-up payment, and the amoust of the benefit is reduced to the exient necessary to aveid such adverse tax consequence.

If, afier a change in control, a participant is terminated other than for cause, resigns or retires within 54 months in the case of the President and any Exccutive Vice President, or
within 42 months in (he case of all other officers, then the participant is entitted to a Fump-sum payment of an amount equal to the average annual compensation paid to the participant
for the five-year period immediately preeeding ecssation of employment multiplied by 2.99 for the President or an Executive Vice President, or 2,00 for the other officers. Payments to the
named executive offieers under this plan must be defayed for six menths upon termination to comply with the requirements of Internal Revenue Code Section 4094, The amount of the
benefit is reduced for each month the participant remains employed by the company starting wilh the seventh month afier the change in control, The amount of the reduction is 48 per
month for the President or an Executive Vice President and 1/36 for all ather officers. The potential payments to the named executive officers under the plan are as follows assuming a
change in contrel and termination other than for cause on September 30, 2089:

Waltermire 525,289

Darrel

Sp

Equity Incentive Plan

Under the Company's Equity Incentive Plan, participants, including the named exccutive officers, have received awards of nonqualificd stock optiens, performance-contingent
restricted stock, restricted stock and restricted stock units. The participant’s termination of employment or a change in contrel of the Comipany may cause ceriain events to occur under
the awards, Some key teems are defined by the plan:

Change in cantrol;
* Onc or more persons acquiring 30% or more of the voting power of the Company’s outstanding securities;
* Replacement of 2 majority of the board by individuals whose neminations were net approved by a majority of the board; or

+ Consunumation of a reorganization, merger or consolidation that results in the Company's sharcholders no tenger owning more than 50% of the voting power of the surviving
entity’s outstanding securities,

Termination for cause: Termination of the participant’s ecmployment with the Company or any of its subsidiaries upon:
»  Willful and continued failure of the participant to perform substantially the duties of employinent assigned by the Company (ether than failire resulting from incapacity due to
physical or mentat iliness) after the Company has given & demand of subsiantial performance that identifies the manner in which it belicves that the participant has not
substantially perfornmed such duties; or

+ Wilful engagement by the pacticipant in misconduct thai is materfally infurious to the Company.
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The participant's actions or omissions will be considered willful if donc in bad faith or witheut reasonable belief that the actions or omissions were in the best interests of the
Company and ifs subsidiarics. Any action er omission based upon autherity in a board resolution, instructions from the CEO or other senior officer, or advice of Company counsel is
conclusively presumed to be done or omitted in good faith and in the best interests of the Company,




Nougualified stock options

Some of the named executive officers have vested nonqualified stock options, as reflected in the Outstanding Equity Awards Table. In the event of a change in control without
cause, the vested options will expire upon the carlicr to ocenr of:

+ The date the participant veluntarily quits employinent, other than by retirement or disability;

+ Temmination by the Company for cause;

+ 90 days after the date the parlicipant’s employment is terminated for disability or any reason ether than voluntary termination, cause, death or retirement;

* 18 months after the date the participant’s employment ceases due to death;

o Three years afler the date of the participant’s retirement;

o The date the participant violales the provision regarding protection of confidential Company information and non-soficitation of Company employecs; and
o Thelot anniversary of the grant datc.

Performance-contingent restricted stock (PCRS)

These shares gencrally provide for vesting on the third anniversary of the grant date that falls after the ¢nd of the performanee period, and only to the extent that the Compensation

Commiltee determines that the performance contingency has been met or exceeded. A participant forfeits all non-vested shares upon the participant’s termination of employment for
cause.

If during the performance period a partieipant dics or leaves the Company due to retircment or disability, the participant remains cligible to carn a prorated award based on the
number of full months as a participant during the performance period, as the administrator may determine, if the performance contingency is satisficd.

Under the awards granted in fiscal year 2007, if a participant’s employment is terminated by the Company within two years of a change in control without cause, the awards arc
deemed earned at target and the shares become vested in such number as determined by mwltiplying the total shares in the award by a fraction the numerator of which is the number of
months in the performance period to the date of the change in control and the denominator of which is the total number of months in the performance period. Under the awards granted
in fiscal years 2008 and 2009, a change in control triggess a benefit at target as calculated above if the award is not assumed or replaced with a comparable award by the successor or
surviving entity. If the successor or surviving entity dees assume or replace the award, the award will trigger a benefit at target as caleulated above if the participant is involuntarily
terminated without causc within two years of the change in control, Assuming a change in control teemination that triggers a benefit described abeove for the eutstanding PCRS grants
from fiscat years 2007, 2008 and 2009, the fellowing tablc represcats the value of the vesting of the awards. The same anyounts would be payable in the event of a participant's death,
retirement or termination of employmient due to disability if the target level of performance is achieved.

i.Vh]len‘mrc
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Restricted stock

These shares generally provide for vesting on the third anniversary of the grant date. A participant forfeits all non-vested shares upon the participant’s termination of employment
for any reason prior to vesting, other than as a result of a change in control.

If a participant’s employment is terminated by the Company without cause within two years of a change in control, the shares beeome vested oa the earlier of the vesting date or the
datc of the change in control. Assuming a change in control and termination without cause on Seplember 30, 2009, the table befow indicates the total value of shares of restricted stock.
Mr. Neises has nenc of these restricied shares,

Waltermire

N

Restricted stock wiits

En February 2008, Mr. Yacger reccived an award of restricted stock units, Under the terms of the award, the restricted stock units gencrally vest on December 1, 2011, The restrictions
do not lapse solely upon a change in control, If his employment is terminated by the Company without cause prier to the vesting date, the restrictions lapse upen the date of such
termination, Assuming Mr. Yacger's termtination without cause on September 30, 2009, the value of the 15,000 restricted stock units is $482,400.

Amnual Incentive Plan

Annual incentive awards under the Annual Incentive Plan are deciied camced on a pro rata basis af target upon a change in control, The Grants of Plan Based Awards Table
discloses the target level for the named execotive officers under this plan. The plan defines change in control as:

+ One or more persons acquiring 20% or more of the voting power of the Company's outstanding sccuritics;




+ Replacement of 2 majority of the board by individuals whose nominations were not approved by a majority of the board; or

¢ Consummation of a reorganization, merger or consolidation that results in the Company’s shareholders no longer owning morc than 50% of the voting power of the surviving
enlity's outstanding sceurities.

IFa participant’s cmployment ceases due to fermination other than for cause or by death, disability or retirement, the participant is eligible to camn an award on a pro rata basis based
upan Company performance and the participant’s achicvement of individual metrics. The foltowing table shows the range of threshold to target amounts that coutd be payabie upen
termination other than for cause or upon retirement, death or disability assuming a termination without cause en September 30, 2009:

Waltenmine

Darrell 48,500- 97,000

A0
Termination for cause under the Annuval Incentive Plan has the same meaning as in the Equity Incentive Plan.
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Deferred Income Plans

Under the terms of the deferred income plans, if a participant’s employment is terminated within two years of a ehange it control, the participant will receive a lump sum payment
equal to the greater of (i) the present value of the account batance projected under the minimum retirement income formula through age 65, or {ii} the actuat account balance accumulated
through the fermination date. Since Mr. Neises is past age 65, he would receive his current acconnt balance for any termination,

Presest
Value

Profected Aclual

Through Acconnt -
Age 65 Balance

Yacg:

Waltermire

K

ﬁancl]

5

12,625 11,970

OTHER MATTERS

Internal Revenue Code Sectlon 409A Compliance

In the first quarter of fiscal ycar 2089, the Company adopted new or restated versions ef certain nonqualified plans to meet the reguircments of Section 409A of the Intemal Revenue
Code for benefits that accrue on and after January 1, 2005, Scetion 402A required that plans be made compliant by Decenber 31, 2008. The following list reftects the new or restated
plans for 409A compliance, which were fited as exhibits to the Company's quarterly report on Form 10-Q for its first fiscal quarter:

¢ The Laclede Group Deferred Income Plan

* Laclede Gas Company Incentive Compensation Plan 1

» The Laclede Group Management Continuity Protection Plan

¢ Laclede Gas Company Supplemncntal Retirement Benefit Plan IE
Delivery of Proxy Materials and Annual Report

Only one proxy statement, proxy card and annual report for 2009 arc being delivered by the Company to multiple sharcholders sharing an address, unless the Company receives
contrary instructions. The Company will deliver, promptly upon written or oral request, a scparate copy of this proxy statement and accompanying materials to sharcholders at a shared
address to which a single copy was delivered.

A sharcholder who wishes to reccive a separate copy of this proxy statement, proxy card or the annual report for 2609, now or in the futuse, or sharchelders sharing an address who
are recciving mulliple copies of proxy materials and wish to reecive a single copy of such materials, should submit a request to Investor Services at 314-342-0873, or Investor Services,
The Laclede Group, Inc., 720 Clive Strect, Room 1517, St. Louis, Missouri 63101,

Requirensents, ineluding deadlines, for submission of proxy preposals, nomination of direcfors and other business of shareholders

Under the rules of the Securities and Exchange Connnission, sharchotder proposals intended to be included in the proxy statement fer the annual meeting of sharcholders in January
204 | must be reccived by the corporate secretary of The Laclede Group at its principat office at 720 Olive Street, St. Louis, Missouri 63101 by August 24, 2010,
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Also, the procedures te be used by sharcholders te recommend nominecs te the Corporate Governance Committee are outlined on page 10 of this proxy statenient. If a sharcholder




sceks to nominate a person or make a sharcholder proposat from the floor of the annual meeting in Januwary 2011, notice must be reccived by the corporate secretary at the Company’s
principal exccutive offices no fater than November 28, 2010 and not before Octaber 29, 2010 (not less than 60 days nor more than 90 days, respectively, prior to January 27, 2611}, Also,
such proposal must be, under law, an apprepriate subject for sharcholder action te be brought before the meeting.

The Chairman of the Board may refuse to allow the transaction of any business or to acknowledge the nomination of any person not made in compliance with the procedures sct
forth in the bylaws of The Laclede Group.

Proxy solicitation

We will pay the cxpense of soliciting proxies, Proxies may be selicited on our behalf by officers or employees in persen or by telephone, cleetronic transmission or facsimile
transmission. We have hired Morrow & Co., LLC, 470 West Avenue, Stamford, CT 06902, to assist us in the solicitation of proxics for a fee 0f $7,000, plus expenses for those services.
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s VOTE BY INTERNET - www.proxyvole.com
. Use the Internet to transmit your voting Instructions and for electronic delivery of
information up until 1§:39 P.M, Eastern Time the day before the cut-off date or
meeting date. Have your proxy card in hand when you access the web site and follow
the instructions to obtain your records and to create an electronic voting instruction
nbichd oy form,
C/0 COMPUTERSHARE TRUST, N.A.
P.O. BOX 43004 ELECTRONIC DELIVERY OF FUTURE PROXY MATERIALS
PROVIDENCE, RI 02940 If you weuld like to reduce the costs incurred by our company in mailing proxy

materials, you can consent to receiving atl future proxy statements, proxy cards and
annual reporls electronically via e-mail or the Internet, To sign up for electzonic
delivery, please follew the instrucifons above to vote using the Internet and, when
prempied, indicate that you agres o receive or access proxy materials elecironically
in future years,

|
|
\
|
|
VOTE BY PHONE - 1-800-690-6903
Use any touch-tone telephone to transmit your veting instructions up untif 11:59
P.M. Eastern Time the day before the cut-off date or meeting date. Have your proxy
card in hand when you call and then follow the Instructions.

|

YOTE BY MAIL

Mark, sign and date your proxy card and retum it in the postage-paid envelope we
have provided or rstum it to Vote Processing, ofo Broadridge, 5F Mercedes Way,
Edgewood, NY 717,

TIANK YOU FOR YOUR VOTE




Affiliate Transactions Rules
Annual Reporting/Affiliate Allocations and Transactions

17.  The Parties agree and recommend that Laclede shall implement the
various reporting (Affiliate Transactions Rules Annual Reporting) modifications and
commitments relating to the Company’s Cost Allocation Manual and affiliate allocations
as set forth in Attachment C to this Partial Stipulation and Agreement.

Billing Determinants

18.  The Company agrees to use Staff’s billing determinants, without prejudice
to the Company’s right to pursue at hearing Laclede witness Michael Cline’s Customer
Usage Refund proposal as part of the Rate Design issue.

Rate Switching

19.  The Company shall provide documentation to Staff and Public Counsel on
customers who are rate-switched as a result of this case. Such rate-switched customers
shall remain in the same rate classification untif the time of the Company’s next rate
proceeding, unless the customer requests and is eligible to be switched in between cases,

Other Provisions

20.  None of the signatories to this Stipulation and Agreement shall be deemed
to have approved or acquiesced in any ratemaking or procedural principle, including,
without limitation, any method of cost determination or cost allocation, depreciation or
revenue-related method, or any service or payment standard; and none of the signatories
shall be prejudiced or bound in any manner by the terms of this Stipulation and
Agreement in this or any other Commission or judicial review or other proceeding,
except as otherwise expressly specified herein. Nothing in this Stipulation and

Agreement shall preclude the Staff in future proceedings from providing

Attachlﬁent 1A




Attachment C

Affiliate Transactions Rule Annual
Reporting Requirements

This agreement relating to affiliate transactions rule annual reporting requirements shall not
waive the record keeping requirements of Laclede Gas Company (L.GC) or its parent, The
Laclede Group, or any of its affiliates as required by the affiliate transactions rules including 4
CSR 240-40.015 (4) and (5), or the access to records of affiliated entities in 4 CSR 240-40,015
(6) or the requirements contained in 4 CSR 240-40.016. Pursuant to staff witness Lisa
Hanneken’s direct testimony, this reporting requirement agreement does not include the Energy-
Related Goods and Services category, which is addressed through the PGA/ACA.

A report listing each and every affiliate transaction (including but not limited to each purchase,
sale or service, including management services, provided by/to LGC from/to any affiliates) by
affiliated entity, by type of transaction, by amount, by month will be included with the affiliate
transactions rule required annual report, This listing will include the methodology used to record
each type of affiliate transaction (e.g. 3-factor, payroll, fair market price, etc.). Documentation to
support the basis used and to verify the price charged will be maintained by LGC in accord with
the affiliate transactions rules recordkeeping requirements and copies of such documentation
shall be made available to Staff and the Office of the Public Counsel (OPC) upon request.

Laclede shall provide the monthly management payroll and distributions on an annual basis with
a highly confidential designation, in the same format as in the response to DR 233 in Case No.
GR-2010-0171. Documentation to support the distributions shall be maintained by LGC in
accord with the affiliate transactions rules recordkeeping requirements and copies of such
documentation shall be made available to Staff and the OPC upon request. Staff and the OPC
shall provide names of any Staff or OPC person who views the monthly payrol! data.

Laclede shall provide a list of each work order that has charges to its parent or any affiliate,
denoting both payroll and non-payroll charge accounts, amounts charged to each account and a
description of the purpose of the work order.

Laclede shall provide a list of each intercompany accounts reccivable transaction between
Laclede and its parent or any other affiliate, with details including: the date, each account, the
amount of each transaction, and the general ledger description of each transaction. If a general
ledger description requires additional explanation, copies of this information shall be made
available to the Staff and OPC within 20 business days upon request.

Laclede shall provide the annual calculation of all allocation factors including: all components
used in the development of each and every CAM allocation factor, all source documents to
support the basis used and to verify the price charge shall be maintained by L.GC in accord with
the affiliate transactions rules recordkeeping requirements and copies of such documentation
shall be made available to the Staff and OPC upon request,

Laclede shall work with Staff and OPC on the forimat of the affiliate transactions rule required
annual report, with such work to be completed within nine months of the effective date of new
rates established in this case.




Laclede shall update its procedures and employee training related to time reporting to better
document the actual time spent by employees working for the parent, LGC, and any of its
affiliates and shall provide a copy of the procedures to Staff and OPC within nine months of the
effective date of new rates established in this case.

LGC shall meet with Staff and OPC in a working group to review and discuss the allocations
between LGC, its parent, and its non-regulated affiliates. This item shall also provide for a
review of allocations within LGC for regulated services and unregulated services.

LGC shall request and the Staff and OPC shall support a waiver from the Commission of the
calendar year affiliate transactions report and submission date of March 15" requirements of the
affiliate transactions rule.




