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Item 1A. Risk Factors

Laclede Group’s business and financial results are subject to a number of risks and uncertainties, including those set
forth below. The risks described below are those the Company considers to be the most matertal.

RISKS AND UNCERTAINTIES THAT RELATE TO THE BUSINESS AND FINANCIAL RESULTS OF
LACLEDE GROUP AND ITS SUBSIDIARIES

As a holding company, Laclede Group depends on its operating subsidiaries to meet its financial obligations.

Laclede Group is a holding company with no significant assets other than cash investments and the stock of its
operating subsidiaries. Laclede Group, and Laclede Gas prior to Laclede Group’s formation, have paid dividends
continuously since 1946, However, Laclede Group relies exclusively on dividends from its subsidiaries, on
intercompany loans from its non-regulated subsidiaries, and on the repayments of principal and interest from
intercompany loans made to its subsidiaries for its cash flows. Laclede Group’s ability to pay dividends to its
shareholders is dependent on the ability of its subsidiaries to generate sufficient net income and cash flows to pay
upstreain dividends and make loans or loan repayments to Laclede Group. Laclede Group’s cash flows for fiscal
year 2008 included proceeds from the sale of its wholly-owned subsidiary, SM&P.

A downgrade in Laclede Group’s credit ratings could negatively affect its ability to access capital.

Currently, Laclede Group’s corporate ratings are A by Standard & Poor’s and A- by Fitch. Laclede Group has
working capital lines of credit to meet the short-term liquidity needs of its subsidiaries. If the rating agencies
lowered Laclede Group’s credit rating, particularly below investment grade, it might significantly limit its ability to
borrow and would increase its costs of borrowing. Laclede Group’s ability to borrow and costs of borrowing have a
direct impact on its subsidiaries’ ability to execute operating sirategies.

Risk of unexpected Iosses may adversely aifect Laclede Group’s financial position and results of operations.

As with most businesses, there are operations and business risks inherent in the activities of Laclede Group's
subsidiaries. If, in the normal course of business, Laclede Group becomes a party to litigation, such litigation could
result in substantial monetary judgments, fines, or penalties or be resolved on unfavorabie terms. In accordance with
customary practice, Laclede Group and its subsidiaries maintain insurance against a significant portion of, but not
all, risks and losses. To the extent a Ioss is not fully covered by insurance, that loss could adversely affect the
Company’s financial position and results of operations.

RISKS THAT RELATE TO THE REGULATED GAS DISTRIBUTION SEGMENT

Risks related to the regulation of the Utility business could impact rates it is able to charge, costs, and
profitability.

The Missouri Public Service Commission (MoPSC or Commission) regulates many aspects of the Utility’s
distribution operations, including construction and maintenance of facilities, operations, safety, the rates that the
Utility may charge customers, the terms of service to its customers, and the rate of return that it is allowed to realize;
as well ns the accounting treatment for certain aspects of its operations. For further discussion of these accounting
matters, see Critical Accounting Policies pertaining to Laclede Gas, beginning on page 28. Laclede Gas’ ability to
obtain rate increases and rate supplements to maintain the current rate of return depends upon reguiatory discretion.
There can be no assurance that it will be able to obtain 1ate increases or rate supplements or continue earning the
current authorized rates of return. In addition, the FERC regulates the interstate transportation of natural gas from
the wellhead to the Utility's city gate and establishes the terms and conditions under which it may use interstate gas

pipeline and storage capacity to purchase, store, and transport natural gas.
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