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HIGHLIGHTS 2000
Jfam..gm et Dioriolersids:

Netlncome . .....ovvireineriacinnnan. $ 25,965,000
Earnings Per Share of Common Stock... .. $1.37
Dividends Per Share of Common Stock. . . $1.34

Renenues, Jales;, and Customers
Utility Operating Revenues............. $ 531,152,000

Therms Sold and Transported . ... ... ... 1,035,152,000

Customers, Endof Period.............. 626,000

Househeating Customers, End of Period. . 576,000
%Wzgz avecd Farts

Utility Plant, End of Period. . . ... ... ..... $ 921,378,000

Utility Construction Expenditures. . .. . .. $ 51,635,000

Sharetolders.
Common Shareholders, End of Period. . . . 8,541
Preferred Shareholders, End of Period. ... ‘ 176
Employees, End of Period.............. 1,985
Payroll and Related Expenses, Chargeable
to Operations and Construction. . . . .. $ 120,606,000

DESCRIPTION OF BUSINESS

1999

$ 26,062,000
$1.43
$1.34

$ 473,710,000
1,025.935.000
622,000
572,000

$ 876,431,000
$ 48,698,000

9,278
207

2,040

$ 111,958,000

Laclede Gas Company is a public utility engaged in the retail distribution of
natural gas. The Company serves an area in eastern Missouri, with a population
af approximately 2.0 milfion, including the City of St Louis, St Louis County,
and parts of ejght other counties. As an adjunct to its gas distribution business,
the Company operates underground natural gas storage fields and is engaged

in the transportation and storage of liquid propane.
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Year in, year out,
- clean-burning
natural gas helps
- you enjoy the
pleasures of a lifetime




TO OQUR
SHAREHOLDERS
AND EMPLOYEES:

You are an essential component of a high-
quality natural gas utility that is in the process
of becoming an even better corporation.

Laclede Gas is the largest natural gas dis-
tribution comparny in Missouri, serving more
than 630,000 customers in St, Louis and
southeastern Missouri. Our sales are driven
primarily from residential and commercial
heating requirements, which means, among
other things, that our customer base is stable
and not very susceptible to fuel switching.
70% of our utility operating revenues normally
come fram the residential segment. 98% of
new homes in our service area are heated with
natural gas, and, overall, we have more than
an B5% saturation in the total heating market.

That's great news.

It also means, however, that our primary
heating market is very susceptible to the
vagaries of weather cycles and swings in our
service area, Moreover, our dominant share
of a mature market leaves us with limited
room for organic growth in our core business
operations. Our growth, then, must come from
beyond the core. We believe we can do this
in 3 manner that does nothing to detract from
our core natural gas distribution business
and may well offer additional opportunities
to improve it.

As your Chief Executive Officer, my goal
has been to chart our future through a
three-pronged approach: improving the core
business by making it more efficient and
customer-oriented. taking an innovative,
norHraditional approach to our gas supply
strengths; and developing a strategy to add a
sustainable growth component to cur income
stock. [ am pleased to be able to report that
we are moving forward on all three fronts.

* We are streamlining the way we conduct
our core business so as to serve our utility
customers better and more effectively.

Our Process Redesign Program works
through teams of employees - from manage-
ment and our bargaining units - that examine
and redesign key processes in our utility
operations. We are adding technological

resotrces and using them to refine our efforts,
and we are beginning to see impressive
results through more active employee par-
ticipation and responsibility. Moreover, while
we believe in using technological devetop-
ments where appropriate, we also believe
that personal touches remain important in a
service-oriented approach. Thus, we continue
to have well-trained customer service
representatives answer telephone inquiries
rather than require custemers to use imper-
sonal and potentially annoying electronic
telephone response devices.
* Owr innovative, incentive-based asset-
management programs are benefiting
customers and shareholders.

._ We will further
~enhance
shareholder returns

byaddinga
growth component *
- to our core
“business income.

Our Gas Supply Incentive Program is just
one example, and in four years, it has pro-
duced gas-cost savings of mare than $120
million - $94 million to our customers and
$26 million to our shareholders. We commend
the Missouri Public Service Commission,
which regulates our utility operations, for
demonstrating an openness to such
approaches. We feel these methods can
offer more identifiable and more sustainable
customer benefits than the extensive
deregulation approaches being tried in some
other states - with limited, if any, success -
that are generally isolated to a certain
customer class to the detriment of another,
I might add. However, our large industriat
customers have had “deregulated” transpoita-
tion service options for more than a decade,
which we believe is appropriate for such

entities. We believe that the State of Missouri

is wise in taking a cautious, deliberate

approach to the question of bringing further

deregulation to the residential level

+ We have begun a managed growth
process by developing a comprehensive
strategy to leverage our existing
strengths, skills and knowledge into
new enterprises that are familiar to us
and that fit well together.

We will move in a deliberate manner,
doing nothing precipitously while avoiding
mistakes we have seen others make, We
cannot and will not jeopardize the safety or
reliability of the service we provide our
utility customers, nor will we risk the orga-
nization's finandial integrity. But we will grow
the enterprise. it will take time, and there will
be a period of transitien. But, the company
now has a well-defined growth strategy that
takes us beyond our core gas distribution
business, and we have begun to implement it

The key ta providing the {lexibility we
need to expand beyond our core distribution
business is shareholder approval of a holding
company structure, and [ urge you to review
the details provided in the Proxy Statement.
Your Board of Directors unanimously
approved Management's recommendation
to form a holding company. Under the new
structure, Laclede Gas would become the
major wholly owned subsidiary of The Laclede
Group, Inc., but would continue to operate,
as it has in the past, as a regulated natural
gas distribution utility. Existing corparate
subsidiaries of Laclede Gas - Laclede Energy
Resources, Inc., Laclede Venture Corp,,
Laclede Development Company, Laclede
Investment Corporatien, Laclede Gas Family
Services, Inc., and Laclede Pipeline Company -
would become independent subsidiaries of
The Laclede Group, Inc., and would remain
unreguiated. Creating a corporate structure
that more clearly separates Laclede Gas'
traditional utility functions from its unregu-
lated business activities will allow for a better
defined utility operation while reinforcing
and protecting the financial strength of the
regulated utility. At the same time, such
separation will provide The Laclede Group's
unregulated subsidiaries with additional
financial and operational flexibility to pursue
additional growth opportunities.




The corporate reorganization is the result
of the strategic development process we
undertook this year. We examined ourselves
dispassionately and in depth. The fact is that,
despite serving some of the fastest-growing
areas in Missouri, there is more customer
mavement or relocation activity within our
service area than there is net new customer
growth. Therelore, traditional core growth
alone will not be enouph to achieve our goals.
Further, as you are well aware, our core
earnings are highly weather dependent,
which means that, to a large degree, they are
unpredictable and can vary greatly from one
year to the next. This year's financial results
are a good example. We did a very good job
managing the areas of our business where we
could this year, and as a result, fiscal 2000
earnings were essentially the same as last
year ($25.9 million versus $26.0 million last
year) despite heating season temperatures in
our service area that were the third warmest
on record (5% warmer than last year and 16%
warmer than normal}.

Given our recent history of having sus-
tained sequential warmer-than-normal
winters, we must take measures to largely
take the impact of weather fluctuations out of
the equation because we simply cannot have
reliable, sustainable earnings levels to operate
our core business and provide sale, reliable
services for our customers without doing so.

" To the extent we are able to stabilize core
earnings from the uncertainties of weather,
we will be able to generate solid results that
are based on factors we can actually manage.

We will manage your company in a
twofold manner:

* In our core utlity business, we will
endeavor to stabilize core earnings and, at
the same time, continue to improve opera-
tional performance and customer service.

+ Then we will further enhance shareholder
returns by adding a growth component to
our core business income. We will identify
and implement sustainable growth oppor-
tunities in areas that are familiar ta us,
unfolding competitive businesses from
today's capabilities while improving the
organization by developing skills in people
we have and bringing in people with new
skills we need.

Beyond our strategy for the future, 1 would
be remiss if [ did not inform you of all that we
achieved this year, for it was an extremely
active and productive period.

» We obtained regulatory approval to extend
our successful Gas Supply Incentive Plan
at least another year.

= When whalesale gas prices soared, we took
the lead in going to the Missouri Public
Service Commission and gaining approval

. {or a special mid-summer PGA adjustment
that was iater adopted by other gas utilities
in the state to help ease the impact of these

' gas cost increases on winter bills. Then

' we went out into the community to brief

various sociat service organizations -

again taking the initiative to let people know
what's going on and what they can do to
- help themselves and those in need.

* We are inidating and leading a multi-
organizational effort to develop and enact
* enforceable legislative and regulatory
' policies with teeth in them that will require
from unregulated contracters the same
high degree of safety consciousness that
we use in subsurface construction.

» We negotiated an unprecedented, four-year
labor agreement that includes provisions -
agreed to by our Unions - that will let us
seriously work together toward increasing
our operational flexibility.

+ We continued taking an aggressive approach
to encourage the development of emerging
specialty markets for the use of natural

gas. We have committed rescurces to this
effort and have developed significant
expertise within our organization. As a
result, we have seen dramatic growth in
gas cooling sales, particularly in desiccant
dehumidification where annual usage is now
in excess of one million therms. We have
expertise in distributed electric generation
and have developed a number of key part-
nerships to fuel various fleet and transit
operations with compressed natural gas.

In summary, Laclede Gas is a solid,
dependable natural gas distribution compary.
The Laclede Group will be even better by
improving our core operations and by maxi-
mizing the use of strategic assets and incentive
opportunities to grow non-core activities.

We believe int ourselves - more than 15% of
our stock is owned by emplayees, officers and
directors. Others have indicated they believe
in us. Last year, investors purchased $25
million in a new common stock issuance. We
were selected by Standard & Poor's for inclu-
sion in the S&P SmallCap 600 Index, to which
about $8 billion of investment is indexed.
And we received approval for a $350 million
universal shelf registration - a vehicle that
coffers us a high degree of flexibility in obtain-
ing access to significant capital resources.

Laclede is looking to the future - to growth
beyond that within the confines of a tradi-
tional natural gas distribution company. The
next 18 months will be our launching pad for
The Laclede Group and our future.

On a final note: Following the Annual
Meeting in January 2001, Mr. H. Edwin
Trusheim will retire as a Director of the
Company under our Directer’s retirement pol-
icy. Mt Trusheim was first elected to Laclede's
Board in 1986 when he was Chairman, President
and Chief Executive Officer of General
American Life Insurance Compary. He has
served Laclede long and well, with wisdom
and distinction, and his counsel will be missed.

On behalf of the Board of Directors,

s 24—

DCUGLAS H. YAEGER
Chairman of the Board,
President and Chief Executive Officer




AN ACTIVE AND
IMPORTANT YEAR

Dlividends

Laclede Gas Company, the largest
natural gas distribution company in
Missouri with more than 630,000
customers, has paid dividends on a
continuous basis since 1946.

On November 16, 2000, the Board
of Directors approved a quarterly
dividend of 33¥: cents per share on
common stock payable January 2,
2001, to shareholders of record
December 11, 2000. This quarterly
dividend rate, ifkcorirjm;ed for a full
year, would resulit in total annual
dividends of $1.34 per share.

Since fiscal 1980, the Company has
provided a dividend reinvestment
plan for its common sharcholders.
Many shareholders have increased
their investment in the Coinpany by
taking advantage of this plan. The Jast
page of this Annual Report provides
more information about the plan.

Revenues, Expenses,
and Farnings

Temperatures in the Laclede Gas
service area during fiscal 2000 were
the third warmest in the last 100
years - 16% warmer than normal
and 5% warmer than last year. These
near-record temperatures significantly
diminished the demand for heating
energy with a resulting detrimental
impact on the financial results of
Laclede’s core business operations.
Sales to on-system utility customers in
fiscal 2000 were 916.1 million therms,
down from 970.3 million therms last

year. However, off-system therm
sales - which are primarily made to
larger commercial and industrial
customers whose needs are less
weather sensitive than those of resi-
dential customers - were 63.4 million
therms ahead of last year. Qverall,
Laclede delivered 1,035.2 million
therms of gas this year, compared
with 1,025.9 million therms last year.
We also were able to mitigate the
impact of weather on our financial
results through our ongoing efforts
to operate more effectively and effi-

 Babies depend
on their mothers,
and mothers

* depend on the
warmth and comfort
" of clean-burning
~_natural gas heat.

ciently, the general rate increase that
became effective December 27, 1399,
and with higher earnings from our
off-system sales efforts and our Gas
Supply Incentive Plan (GSIP).
Operating revenues and expenses
were significantly affected by higher
purchased gas costs - the cost of
acquiring natural gas from producers
and marketers in an unregulated,
highly competitive national market,
and then arranging for its storage and
transportation to our service area.

However, increases and decreases
in these wholesale gas costs are
passed through to our customers.

Operating revenues for fiscal 2000
were $566.1 million, which was $74.8
million, or 15.2%, more than last
year. The increase resulted primarily
from the higher purchased gas costs,
higher off-system sales, and revenues
from the general rate increase - all
partially offset by the effects of the
warmer weather.

Operating expenses in fiscal 2000
were $502.8 million, which was $72.7
million, or 16.9%, more than last
year. The increase again primarily
resulted from the higher purchased
gas costs for both our utility and
off-system sales customers, Increases
in other expenses were mitigated by
Laclede's successful ongoing cost-
control efforts, :

Other income, net of income
deductions, increased by $1.0 million
compared with fiscal 1999. This
improvement is largely due to a non-
recurring charge in September 1999
to record the sale of the Company's
interest in Clark Enterprises, partially
offset by a gain recognized in 1999
on the sale of property by Laclede
Development Company, a wholly
owned subsidiary.

Interest charges were $24.0 million,
an increase of $3.4 million from the
previous year, a result of higher
short-term borrowings and interest
rates and higher long-term debt.

Earnings for fiscal 2000 were
essentally the same as last year. In
fiscal 2000, Laclede Gas earned $25.9
million, compared with $26.0 million







in fiscal 1999. On a per-share basis,
however, earnings in fiscal 2000 were
$1.37 per share (on average shares
outstanding of 18,877,987), compared
with $1.43 per share last year

(on average shares outstanding of
18,138,261).

Gas Suppfy

The gas supply process has
changed dramatically in recent years.
The federal deregulation of producer
prices created an open and higfﬂy
competitive market in which the price
of natural gas supplies is established
by the economic balancing of nation-
wide supply and demand - along with
all the other vagaries that influence
a commodity market. Then, with the
complete unbundling of the pipeline
transmission process, local distribu-
tion comnpanies such as Laclede were
forced to make their own supply, stor-
age, and transportation arrangements,
assuming greater responsibility and
greater risk.

Laclede's fundamental gas supply
strategy remains unchanged: to ensure
that the gas supplies we acquire are
dependable and will be delivered
when needed and. insofar as it is
compatible with that dependability.
purchasing gas that is economically
priced. In structuring our natural gas
supply portfolio, we continue to focus
on a diverse group of suppliers that
are strategically positioned to meet
our primary objectives, We utilize
both Mid-Continent and Gulf Coast
gas sources to provide a level of
supply diversity that facilitates the
optimization of pricing differentials, as
well as protection against the potential

of regional supply disruptions.

We continue to receive the major-
ity of our natural gas through the
Mississippi River Transmission
Corporatien (MRT) system, but we
also hold firm transportation on
several interstate pipeline systems
that access gas supplies upstream of
MRT. This year, we entered into a
new, long-term agreement for firm
transportation on the Koch Gateway
pipeline system, which used to
provide a sizeable portion of the gas
supply to the St. Louis region but has

| _Fathers and sons
~need room to
play and bond.

- Natural gas space
and garage heaters
~ keep rooms warm
* <. year-round.

been utilized infrequently during the
past decade. We release firm trans-
portation capacity to third parties
when we do not need this capacity for
our own customers, an opportunity
that has provided benefits to both
our customers and shareholders.
During fiscal 2000, Laclede pur-
chased natural gas from 24 different
supp:liers to meet our current gas
sales and storage injection require-
ments. Natural gas purchased by
Laclede for delivery to our service
area through the MRT system during

the fiscal 2000 period totaled 58.1
billion cubic feet (Bef). Our western
takepoints received an additional 9.9
Bcf of gas from Panhandle Eastern
through the Missouri Pipeline system
and 10.1 Bef from the Williams Gas
Pipeline system. Also, during fiscal
2000, some of our commercial and
industrial customers purchased
their own gas and delivered to us
approximately 18.7 Bcf for trans-
portation to them through our
distribution system.

The fiscal 2000 peak day sendout
of gas to our customers occurred on
January 25, 2000, when the average
temperature was 21 degrees
Fahrenheit. On that day, our customers
consumed 825,809 MMBtu of gas.
About 83% of the peak day demand
was met with natural gas trans-
ported to St. Louis through the MRT,
Missouri Pipeline, and Williams
transportation systems, and 17% was
met with gas withdrawn from our
underground storage field.

Laclede Energy
Resources

During fiscal 2000, Laclede Energy
Resources (LER). an unregulated
marketer of natural gas that is a
wholly owned subsidiary of Laclede
Gas Company, entered into an
arrangement with UtiliCorp United,
Inc., to provide a significant portion
of the gas supply for a 600-megawatt,
natural gas{ired power plant currently
under construction in Pleasant Hill,
Missouri, near Kansas City.

During the course of the four-year
agreement, which is scheduled
to go into effect in June 2001, LER
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will provide UtiliCorp with up to
20 billion cubic feet of natural gas
and will manage fluctuations in
gas-purchase requirements on an
as-needed basis to satisfy summer
power needs.

Regulatory Matters

After we litigated several key
issues, the Missouri Public Service
Commission, on December 14, 1999,
approved a general rate increase
designed to increase our revenues by
$11.24 million annually.

In June 2000, the Commission
approved an agreement we had
reached with the Commission Staff
to modify and extend our Gas Supply
Incentive Plan {GSIP) for an additional
year, from October 1, 2000. through
September 30, 2001. Under the GSIP,
Laclede shares certain gains and
losses relaied to the acquisition and
management of its gas supply assets.
Further, since October 1, 1999, we
are permitted to retain all revenues
resulting from sales made outside of
our traditional service area. These
activities continue to provide signifi-
cant benefits to both our customers
and our shareholders. During the
year ended September 30, 2000, our
efforts in this area resulted in cost
savings of $19.3 miilion for our cus-
tomers and $9.6 million in pretax
income to our shareholders. In
addition to the financial benefits of the
program, the Innovative structure
under which the Company operates
allows our customers to retain the
reliability inherent in Laclede’s long-
standing supply relationships.

In July 2000, the Commission

approved the Company's request
for a waiver of the Purchased Gas
Adjustment (PCA) provisions of the
Company’s tariff so that it could
make an unscheduled, out-of-cycie
PGA change effective July 15, 2000.
Through the PGA clause in our tariff,
we flow through to customers the
cost of purchased gas supplies. The
clause provides for only two sched-
uled PGA filings each year, one for

Industrial planners
~ know that
“natural gas burns
. cleanly without
. creating many

of the by-products
 that are major
~ sources of

air pollution and -
- acid rain.

the summer months and another for
the winter period, with one unsched-
uled filing during the winter if certain
conditions are met. However, this
summer an additional PGA filing was
necessitated by the significant and
unforeseen increase in natural gas
prices that occurred since we had
made our scheduled summer PGA
filing in early April 2000. The run-up
in prices was so steep that, without
the requested adjustment, our gas

supply costs would have exceeded
the gas supply portion of our rates
by approximately $100,000 per day
during the remainder of the summer
and by even more in the early fall.

Gas prices continued to climb
throughout the summer and fall, and
we were forced to adjust rates even
higher, effective November 15, 2000,
to cover the increased cost of natural
gas supplies for the current winter.
We hope increased production of
natural gas, stimulated by higher
wholesale prices, will eventually
bring those prices down.

Laclede has an incentive-based
Price Stabilization Program (PSP)
under which we purchase certain
financial instruments to protect the
Company and our customers from
unusually large increases in the cost
of natural gas during the heating
season, However, the PSP, like our gas
costs, has been adversely affected by
inflated natural gas prices because
of the related increases in the cost
of these financial instruments. The
steady rise in costs last spring effec-
tively eliminated any opportunity
for us to share in cost reductions or
gains under the PSP. Also, in an effort
to obtain more meaningful winter-time
price protection for our customers,
we reached an agreement with the
Commission Staff and the Office of the
Public Counsel in September 2000
to reduce the quantity of natural gas
purchases that would be covered
under the PSP.

Marketing

Laclede Gas Company, named for
the founder of St. Louis - Pierre







Laclede - has been serving the city
and surrounding areas for nearly
150 years. We provided gas to light
city streets during the Civil War.
During the Columbia Exhibition of
1892, our gas lit an archway featuring
portraits of the Presidents that was
constructed across the intersection
of Broadway and Pine in downtown
St. Louis, only three blocks from our
current headquarters. The use of our
gas for domestic applications such
as cooking and water heating helped
solve a community soot crisis in the
1930s caused by the burning of soft
coal. In 1949, we converted our entire
system to the distribution of straight
natural gas, which generated a grow-
ing demand for our clean-burning
product that continues today. In
response to that demand, we devel-
oped a 13,000-acre underground
storage field and, later, cone of the
couniry's largest propane storage
caverns. Today, about one-third of our
throughput on a normal peak day is
provided by gas from the underground
storage field and the propane cavern.
In the 1960s and 1970s, we expanded
west and south beyond the core
metropolitan area into what are now
some of the fastest-growing areas of
Missouri. We delivered gas to our firm
customers during the energy crisis
of the 1970s when many distribution
companies were forced to curtail
service. More recently, as federal
regulators made fundamental changes
to the traditional, regulated supplier-
transporter-distributor relationship,
we initiated innovative, incentive-based
programs that have significantly
benefited our customers and share-

holders, while continuing to provide
safe and reliable service.

In St. Louis, natural gas is the heat-
ing energy of choice and Laclede Gas
is lmown as “the gas experts” because
we have a history of adapting to
changing conditions while providing
solutions to changing customer needs.

We continue this commitment 10
meet or exceed customer expectations
by focusing on customer service.
This year, we made significant

‘The finest chefs
“cook with natural
. gastokeep
complete control

- of the flame —

equally important
~ for fine dining

~ and backyard

~ barbecues.

progress in streamlining internal
processes to better coordinate the
timely installation of new gas facilities
in rapidly developing, but outlying,
areas. We also maintained our
approach of having highly focused
expertise in specialized markets to
create solutions for our customers -
whether their needs involve natural
gas for fleet vehicles, desiccant cool-
ing for food retailers, or gas-fired
power generation. We provide valu-

able consumer education programs
and are active participants in the
planning and professional communi-
ties, allowing us to be involved from
a project’s inception and helping
decision-makers to “go gas” from
the beginning.

The residential market remains our
core segment, and natural gas is the
overwhelming energy of choice for
residential space heating and water
heating, which account for about
90% of a typical home's overall gas
usage. Qurs is a mature but mobile
market, requiring us to provide cen-
stant reinforcement of our product in
established areas while aggressively
approaching areas of expansion.
This year, residential additions were
slowed by a concrete labor interrup-
tion and several interest rate hikes.
But, of those new residential cus-
tomers added to our system, fully
half live in St. Charles County, the
fastest-growing county in Missouri.
Nearly 7% of our new customers took
advantage of the expansion of our
distribution system to convert to
natural gas from other energy sources.

We also are focusing particular
attention on expanding the use of
natural gas equipment beyond
traditional space heating and water
heating. Gas fireplace logs, in partic-
ular, are becoming a popular part of
many new and existing homes, and we
continue to promote the advantages
of natural gas ranges, dryers, lights,
grills, patio heaters, and garage
heaters. Through direct marketing
and advertising programs, builders,
developers, real estate agents, and
customers learn of the newest, most
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convenient and cost-effective tech-
nologies, as well as first-cost and
operating-cost benefits of natural
gas equipment,

To help buyers of new appliances
manage their budgets, we offer the
Laclede Energy Wise financing pro-
gram. Available to homeowners and
small commercial customers, this
program finances the purchase and
installation of high-efficiency gas
furnaces and other gas appliances, as
well as high-efficiency air conditioners.
Since its inception in 1995, more than
150 contractors and nearly 2,000
customers have participated, resulting
in the installation of more than $8
million in new gas equipment. The
program has proven to be a win-win-
win for Laclede, HVAC contractors,
and our customers.

The multifamily housing market is
highly sensitive to first-cost capital
expenses, and we are aggressively
assessing non-conventional gas-fired
systems and installation methodolo-

- gles to compete with alternative
energy systems. Laclede is developing
competitive model systems for pre-
sentation to architects, engineers, and
mechanical designers for demonstra-
tion and installation in prospective
new projects.

Our commercial and industrial
markets continued to grow steadily.
with new service additions increasing
by more than 8% - double the growth
rate of the two previous years, We are
witnessing an interesting momentum
aimed at redeveloping and repopu-
lating the central city area with a mix
of new and rehabilitation projects.
Residential loft developments are

emerging, accompanied by retail,
business, and recreational facilities to
create attractive new living opportu-
nities in the heart of the city. These
are customers we can serve relatively
inexpensively, primarily from existing
lines, meeting space-conditioning
needs with new individual systems,
central systems, and conversion
systems formerly operated on the
so-called downtown "steam loop.” In
these central city developments and
others throughout our service area,

- Nothing beats
relaxing in a hot
 bath, and natural
~gos heats water

nearly twice as fost
 as electricity, so
you'll have plenty

- when you need it.

we are actively promoting the use of
Corrugated Stainless Steel Tubing or
“flexible pipe” that is shaped easily
by hand, thereby reducing the num-
ber of pipefittings and lessening the
installation time to make a building
“gas ready.”

Commercial and light industrial
development maintained its pace
throughout our service area.
Government and educational facilities
were our major new additions, with
new office construction and retail

complexes also adding significantly
to the total. Collectively, about 10
million therms of new annual demand
was added to Laclede's system. Qur
heavy industrial market experienced
annual growth of about 2 million
therms in processing requirements
for automobile, food, chemical, and
paper production.

Laclede complemented its new
growth in the commercial and
industrial markets with continued
success in converting customers
from competitive fuels. For the sec-
ond consecutive year, approximately
10% of new commercial and industrial
additicns resulted from customers
switching to natural gas.

Laclede also continued its devel-
opment and support of natural gas
specialty markets. In fiscal 2000, we
redesigned and installed a new
compressed natural gas (CNG) fuel-
ing system at our field operations
center in St. Louis. New compressors
now supply our expanded refueling
stations, tripling our capability to
meet the needs of our CNG fleet.
The Missouri Department of
Transportation (MoDOT) also made
new investments in its CNG fleet by
replacing all of its Motorist Assist
Program vehicles with new equip-
ment. Lambert St. Louis International
Ajrport became the newest member
of our CNG fleet community. The
airport facility will operate 50 new
CNG vehicles initially for tarmac
service and on-ramp operations.
Expansion plans already call for CNG
use for airport shuttles and mainte-
nance vehicle operations. The
airport's refueling facility will be the







third private refueling facility in our
service area - joining similar facilities
operated by MoDOT and the Bi-State
Development Agency, the region’s
local transit authority, as well as a
public facility operated by Shell Oil
Company.

Laclede is a leading participant in
the American Gas Cooling Center
and a recognized leader in the devel-
opment of new gas cooling markets.
This year, we added a record number
of new desiccant dehumidification
systems to our market base, and for
the fourth consecutive year these
systems provided a major increase in
natura] gas consumption. Desiccant
dehumidification provides superior
humidity control and is being used
successfully by all of the major retail
grocery chains in the St. Louis area.
New industrial installations are also
in place in our plastics, chemical, and
food and beverage market segments.

We also see and are encouraging
increasing interest in on-site power
generation among our commercial and
industrial customers - particularly our
larger customers, including power-
generating municipal systems. We
intend to equip our customers with
the lmowledge necessary to navigate
their way through evolving energy
markets, believing informed decisions
will lead them to even greater use of
our product.

Capita] Investment
and [ inancing
Capital expenditures for new utility
plant in fiscal 2000 were $51.6 million,
compared with $48.7 million in fiscal
1999. We invested approximately

$29.5 million in the purchase and
installation of mains and services, and
$5.9 million in new computer systems
and hardware. We spent $16.2 million
for meters, trucks, construction
equipment, and other general plant
itemns and property.

In September 2000, Laclede issued
$30.0 million of 7.90% First Mortgage
Bonds maturing September 15, 2030
The proceeds from this financing
were used to repay short-term debt.

Our short-term borrowing require-

* Natural gas
fireplaces give you
comfort, charm,
and convenience —

“without all the
hassles of firewood,
ashes, and
chimney cleaning

ments typically peak during colder
months, principally because we must
pay for natural gas before we receive
payment from our customers for the
use of that gas. We met these short-
term borrowing needs, which peaked
at $158.2 million in fiscal 2000, through
the sale of commercial paper sup-
ported by lines of credit with banks.

Management

Mr. Andrew B. Craig, HI. Mr. C. Ray
Holman, and Mr. William E. Nasser

were elected to three-year terms on
Laclede’s Board of Directors at the
Annual Meeting of Shareholders on
January 27, 2000.

QOn March 23, 2000, the Board of
Directors elected Mr. Ralph L. Russell
to the position of Senior Vice
President - Chief Operations Officer.
Mr. Russell, 63, is a veteran of 44
years with Laclede Gas, having served
for the previous two years as Senior
Vice President - Operations and
Marketing. He now has primary
responsibility for the day-to-day line
function operations of the Company
and, among other things, directs
Laclede’s activities in the areas of
Operations, Marketing, Customer
Service, and Information Systems.

The Board also elected, effective
January 1, 2000, Mr. Michael C.
Pendergast to the position of
Assistant Vice President - Associate
General Counse} and Mr. Michael R.
Spotanski to the position of
Assistant Vice President - Finance.
Mr. Pendergast, 44, joined Laclede in
1993 and had been Associate General
Counsel since December 1997. Mr.
Spotanski, 41, joined Laclede in 1981
and has held various positions in
the accounting and financial depart-
ments. He had been Assjstant to
the President since March 1993.

On February 15, 2000, Ms. Lynn D.
Rawlings, an executive with 17 years
of treasury experience, joined
Laclede as Assistant Treasurer.

Ms. Rawlings, 47, had most recently
served as Vice President and
Assistant Treasurer at Mercantile
Bancorporation, which became
Firstar Corp. in September 1999.
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FINANCIAL REVIEW

Management Report

Management is responsible for the
preparation, presentation and
integrity of the consolidated financial
statements and other financial
information in this report. The state-
ments were prepared in conformity
with accounting principles generally
accepted in the United States of
America and include amounts that
are based on management’s best
estimates and judgments. In the
opinion of management, the financial
statements fairly reflect the
Company's financial position, results
of operations and cash flows.

The Company maintains internal
accounting systems and related
administrative controls that are
designed to provide reasonable
assurance, on a cost-effective Basis.
that transactions are executed in
accordance with management's
authorization, that consolidated
financial statements are prepared in
conformity with accounting principles
generally accepted in the United States
of Amerijca and that the Company's
assets are properly accounted for
and safeguarded. The Company's
Internal Audit Department, which
has unrestricted access to all levels
of Company management, monitors
compliance with established controls
and procedures,

Deloitte and Touche LLP. the
Company's independent auditors,
whose report is contained herein, are
responsible for auditing the Company's
financial statements in accordance
with auditing standards generally
accepted in the United States of

America. Such standards include
obtaining an understanding of the
internal control structure in order
to design the audit of the financial
statements.

The Audit Committee of the Board
of Directors, which consists of five
outside directors, meets periodically
with management, the internal audi-
tor, and the independent auditors to
review the manner in which they
are performing their responsibilities.
Both the internal auditor and the
independent auditors periodically
meet alone with the Audit Committee
and have access to the Audit
Committee at any time.

DOUGLAS H. YAEGER

Chairman of the Board,
President and Chief Executive Officer

Msenttf] e Nowees

GCERALD T. McNEIVE, JR.
Senior Vice President
Finance and General Counsel

I ndependent
Auditors” Report

Laclede Gas Company:

We have audited the consolidated
balarice sheets and statements of con-
solidated capitalization of Laclede
Cas Company and its subsidiary
companies as of September 30, 2000
and 1999, and the related statements
of consolidated income, retained
earnings, comprehensive income,

and cash flows for each of the three
years in the period ended
September 30, 2000. These financial
statements are the responsibility of
the Company's management. Our
responsibility is to express an opin-
ion on these financial statements
based on our audits.

We conducted our audits in
accordance with auditing standards
generally accepted in the United
States of America. Those standards
require that we plan and perform the
audit to obtain reasonable assurance
about whether the financial statements
are free of material misstatement.
An audit includes examining. on a
test basis, evidence supporting the
amounts and disclosures in the
financial statements. An audit also
includes assessing the accounting
principles used and significant esti-
mates made by management, as well
as evaluating the overall financial
statement presentation. We believe
that our audits provide a reasonable
basis for our opinion.

In our opinion, such financial state-
ments present fairly, in all material
respects, the financial position of
Laclede Gas Company and its sub-
sidiary companies as of September 30,
2000 and 1999, and the results of
their operations and their cash flows
for each of the three years in the
period ended September 30, 2000 in
conformity with accounting principles
generally accepted in the United
States of America.

St. Louis, Missouri
November 16, 2000
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STATEMENTS OF CONSOLIDATED INCOME

{Thousands Except Per Share Amounts)

Years Ended September 30 2000 1999 1998
Operating Revenues:
Utility operating revenues . .. .. ..o vnntnmnn i $531,152 $473,710 $548,192
Non-utility operating revenues . . ... . ........c.couuoeaan. 34,976 17,608 13,651
Total operating revenues 566,128 491,318 561,843
Operating Expenses:
Utility operating expenses :
Natural and propane gas ....... e e 295,263 246,350 311,869
Other operation expenses. . ... .. L 87,063 83,762 86,183
Maintenance . . .. ... ... ... 18,644 19,583 18,720
Depreciation and amortization. . ... ...... .. ... i 24,774 21,490 25310
Taxes, other than iNcome taxes. .. ... ... ... ocveven.... 42,799 41,669 43,782
Total utility operating expenses 468,543 412,854 485,864
Non-utility Operating eXpenses . . . .......vveunranenenenns 34,269 17,245 12,659
Total operating expenses 502,812 430,099 498,523
OperatingIncome. ....... ... ... . i 63,316 61,219 63,320
Other Income and Income Deductions - Net (Note 10}. ... ......... 762 (203} 1,283
Income Before Interest and Income Taxes. .. .................. 64,078 61,016 64,603
Interest Charges:
Interestonlong-termdebt . .. ......... ... o 15,164 13,966 14,797
Otherinterest charges . ... ... ittt i, 8,844 6.627 6,473
Total interest charges 24,008 20,593 21,270
Income Before Income Taxes . .............................. 40,070 40,423 43,333
Income Taxes (Note 8} .. ............. e e 14,105 14,361 15,441
NetIncome ... .. ... ... .. ... .. ... . . . .. . .. ... ... ... 25,965 26,062 27,892
Dividends onPreferred Stock . .. .............. ... ... .. .... 93 97 97
Earnings Applicable to Common Stock ......... .. .. .......... $ 25,872 $ 25,965 $ 27,795
Average Shares of Common Stock Qutstanding . ... .. ........... 18,878 18,138 17,598
Earnings Per Share of Common Stock (after preferred dividends} . . . . . . $1.37 $1.43 $1.58

See the accomparnying notes to financial statements,
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STATEMENTS OF CONSOLIDATED RETAINED EARNINGS

{Thousands Except Per Share Amounts)

Years Ended Septernber 30 2000 1999 1998
Balance at Beginningof Year. . . .. ............ ... ... ... .. ... $199,848 $198,342 $193,776
Add ~ Net Income, perstatements . .. ................... P 25,965 26,062 27,892
Total 225,813 224,404 221,668
Deduct - Cash Dividends Declared:
Preferred stock at required annualrates . ... .. ... ............ 93 97 97
Common stock, $1.34 per share in 2000 and 1999;
$1.32persharein1998. .. ... ... ... . ... .. ..., 25,297 24,459 23,229
Total 25,390 24,556 23,326
Balance at Endof Year . . . . . .. . . ... .. .. $200,423 $199,848 $198,342
See the accompanying notes to financial statements.
STATEMENTS OF CONSOL‘DATED COMPREHENSIVE INCOME
{Thousands of Dollars)
Years Ended September 30 o 2000 1999 1998
Netlncome .. ........................ S $ 25,865 $ 26,062 $ 27,892
Other Comprehensive Income (Loss):
Minimum pension liability adjustment . . ... ................. 125 (125) —
Income tax expense (benefit) . . .. ........ ... .. ... . ... ..., 48 (48) —
Other Comprehensive Income (Loss). . . ...................... 77 (7N —
Comprehensive Income . .. ... ... ... .. .. e $ 26,042 $ 25,985 $ 27,892

See the accompanying notes to financial statements.
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CONSOLIDATED BALANCE SHEETS

(Thousands of Dellars)
September 30 2000 1999
Assets .
Udlity Plant. . . ... ..o $921,378 $876,431
Less - Accumulated depreciation and amortization. .. .................. 372,545 357,053
Net utility plant 548,833 519,378
Other Property and Investments, at Cost or Less
(net of accumulated depreciation and amortization, 2000, $2,314;
1999, 82,2370 . . 26,546 26,122
Current Assets:
Cashand cashequivalents. .. ... ... .. .ot iiaaaann 4215 9,352
Accounts receivable:
Gas customers - Billed andunbilled . . .. ....... ... .. ... ... ... 49,777 38,051
OHheT. . o 11,488 13,218
Less — Allowances for doubtful accounts . . .. ... v viin e (6,058) (6,241)
Inventories:
Materials, supplies and merchandise at averagecost. . .. ... .......... 5,491 5,680
Natural gas stored underground for current use at LIFO cost. .. ... .. .. 94,787 64,112
Propane gas for current use at FIFOcost .. ......... ... ... ... .. .. 12,201 11,697
Prepaymemts and Other . .. ... ... ... ... e 3,303 2,309
Unamortized purchased gas adjustments . . ............... .. ... ....... 14,907 —
Deferred income taxes (Nate 8). .. .. ... ... 2,485 10,216
Total current assets 192,596 145,394
Deferred Charges:
Prepaid pension cost . . ... .. ... 97,229 80,994
Regulatory assets . . ... .. .. .. e 64,336 64,069
L1 2,200 1,707
Total deferred charges 163,765 146,770
Total Assets $931,740 $837.664
Capitalization and Liabilities
Capitalization, per statements:
Common Stock BQUILY. . . ..o v vt ettt et e $282,985 $282,324
Redeemable preferredstocke . . ... .. .. L 1,763 1,923
Longtemmdebt. ... ... .. e 234,408 204,323
Total capitalization 519,156 488,570
Current Liahilities:
Notespayable (Note ). . . . . .. ... 127,600 84,700
Accountspayable. . ... ... ..., 45,660 31,716
Refunds due cUSIOMETS . . . . ... e 176 1,425
Advance customer billings . . ... .. ... e e 15,290 15,665
Current portion of preferred stock ... .. ..ot 50 35
Wages and compensationaccrued .. . ... .. ..l i 9974 10.620
Dividends payable. ... ..... .. ... .. . . ... ... ... 6,421 6,391
Customer deposits . . ... ... e 4,302 3,961
Interest acerued . . ... ... . e 7,939 8.092
Taxes accrued . .. ...t 12,044 5,804
Unamortized purchased gas adjustments .. .. .. ... .. ................... — 8,956
Other current liabilities. . ... .. ... ... L e 2,248 2,085
Total current liabilities 231,104 179,450
Deferred Credits and Other Liabilities:
Deferred income taxes (Note 8) . .. ... ... ... .. . ... . ... . .., 134,944 124,756
Unamortized investment tax credits . .. ... ... ... o, 6,267 6,586
Pension and postretirement berefitcosts . ... ... .. ... .. oL 20,261 19,259
Other . .. 20,008 19,043
Total deferred credits and other labilities 181,480 169,644
Commitments and Contingencies {Note 12)
Total Capitalization and Liabilities $931,740 $837,664

See the accompanying notes to financial statements.
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STATEMENTS OF CONSOLIDATED CAPITALIZATION

(Thousands of Doilars}
September 30 2000 1999
Common Stock Equity (Note 4):
Common stock, par value $1 per share:
Authorized - 2000 and 1999, 50,000,000 shares
Tssued — 2000 and 1999, 20,743,625 shares . .. . .................. $ 20,744 $ 20,744
Pald-incapital . . . ... ... e 85,835 85,826
Retained earnings, per staterments. . . .. ... ...t e 200,423 199,848
Accumulated other comprehensive income {minimum pension liability adjustment} . — (77
Treasury stock, at cost — 2000 and 1999, 1,865,638 shares. .. .. .............. (24,017 (24,017
Total common stock equity 282,985 282,324
Redeemable Preferred Stock,
par value $25 per share (1,480,000 shares authorized)
issued and outstanding (Note 5):
5% Series B - 2000, 66,012 shares; 1999, 71,820 shares. .. ................ 1,600 1,760
4.96% Series C - 2000, 6,507 shares; 1999, 6,510shares. . .............. 163 163
Total redeemable preferred stock 1,763 1,923
Long-Term Debt (Note 6):
First mortgage bonds:
6 4% Series, due May 1,2003. . . ... ... 25,000 25,000
84%Series, due Novemnber 15,2004 . .. ... ... . ... .. ... .. s 25,000 25,000
8 %%Series, due May 15,2006 . . .. . ... ... ..o 40,000 40,000
7 %%Series, due November 1, 2007. .. ... ... ... ... .. ... ... ... 40,000 40.000
6 4% Serdes, due Novernber 15,2010, . . ... ... .. . . i 25,000 25,000
6 %% Series, due October 15,2012 . .. ... ... ... ... ... ... ... ..., 25,000 25,000
T%Series,dueJune 1,2029 . ... ... ... ... ... 25,000 25,000
7.90% Series, due September 15,2030 . ... ... ... . . L 30,000 —
‘ Total 235,000 205,000
Unamortized discount, net of premium, on long-term debt ... ............. .. (592) 677
Total long-term debt 234,408 204,323
Total $519,156 $488,570

Long-term debt and preferred stock amounts are exclusive of current obligations.

See the accompanying notes to financial statements.
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STATEMENTS OF CONSOLIDATED CASH FLOWS

(Thousands of Dollars}
Years Ended September 30 2000 1999 1998
Operating Activities:
Net Ineome . . ..o e e e e e $ 25,965 £ 26,062 $ 27,892
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization. . . ................... 24,875 21,592 25403
Deferred income taxes and investment tax credits. . . .. ... 14,295 14,486 B.891
OtNEr — MBt. © o . oottt e e 112 911 (675)
Changes in assets and liabilities:
Accounts receivable—net. .. .................... (13,179) 4,027 1877
Unamortized purchased gas adjustments . .. ........ (23,863) (6.859) 2,793
Deferred purchased gascaosts. ... ................ 4,028 (67) (3.863)
Accountspayable. .. ..., ... ... . L il 13,944 11,024 {8.936)
Refunds due CUSIOITETS . . o v v v v v e e eaenanns {(1,249) (6,164) 6,858
Taxes accrued . . . ... ... e 6,240 {2.886} 1,842
Natural gas stored underground . . .. ... ........... (30,675) (9,139) 1,894
Other assets and liabilities . . .. ............. ... .. (17,447) {9.922) (15,087}
Net cash provided by operating activities 3,046 43,065 48,889
Investing Activities: ‘
Construction expenditures. . . .. ... ..o, (51,635) {48.698) {47.254)
Employee benefittrusts . . ... ... ... .o (448) (997) {(2.560)
Investments ~non-utility . . . ... ... ... . (656) 2,215 (2,569)
Other. .« . e (2,221) (1,211) (413)
Net cash used in investing activities (54,960) (48,691) (52,796)
Financing Activities:
Issuance of first mortgagebonds . .. .. ... ... ... L 30,000 25,000 25,000
Issuance of short-termdebt-net . ...........0 v, 42,300 (13,800} 24,500
Issuance of commonistock . . . ... — 24,110 1,832
Dividendspaid . . ... .. ... . . (25.387) (24,048) (23,215)
Redemption of first mortgagebonds .. . ..................... —_ — (25,000}
Redemption of preferred stock . . . . . .. P (136) (2) —
Net cash provided by financing activities 46,777 11,260 3117
Net Increase (Decrease) in Cash and Cash Equivalents .. ... ... ... (5,137) 5.634 (790)
Cash and Cash Equivalents at Beginningof Year. .. .. ... ... ..., 9,352 3,718 4,508
Cash and Cash Equivalents at Endof Year. . . .................. $ 4,215 $ 9,352 $ 3718
Supplemental Disclosure of Cash Paid (Refunded) During the Year for:
Interest . .. .. o $ 23,631 $ 19,003 $ 20,005
Income taxes. . ... .. ... ... {6,721) 4,768 4,110

See the accompanying notes to financial statements.
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SCHEDULE OF INCOME TAXES (NOTE 8)
(Thousands of Dollars)
Years Ended September 30 2000 1999 1998
Included in Statements of Consolidated Income:
Federal
BT ¢ o=+t A $ 202 $ 310 $ 5514
Deferred. . . oo e 11,987 12,291 7.777
Investment tax credit adjustments-net. ............... (319) {347 (347)
State and local
CUITBOL . . o o e e e e e e (392) {435) 1,036
DeEferred. . .. o e 2,627 2.542 1,461
Total $14,105 $14,361 $15,441

See the accomparying notes to financial statements.

SCHEDULE OF INTERIM FINANCIAL INFORMATION

(UNAUDITED) (NOTE 13)
(Thousands of Doflars Except Per Share Amounts)

Three Months Ended Dec. 31 March3l June30  Sept. 30
2000
Total Operating Revenues. . .........cviiiinininennnnn... $151,354 $238,311 $95,293 $81,170
OpRrating MICOMIE - -+« « o e e e ee e e e e eeaee e 19935 38431 5611  (661)
NetIncome (Loss)..........conueennns et 9,581 19,454 322 {3,392)
Earnings (Loss) Per Share of Common Stock

(after preferred dividends}. ... ........ ... innnn. $ 51 $1.03 $ .02 $(18)
Three Months Ended Dec. 31 March3l  June 30 Sept. 30
1999
Total Operating Reveres. . . . .., ... ... ...... ... ........ $153,477 $211,856 $70.319 $55,666
OperatingIncome .. ............ ... ... ... . ... .. ... ...... 18,577 37.933 3,664 1,045
NetIncome (Loss) . ... ... e 9,707 20,138 195 (3.978)

Earnings (Loss) Per Share of Commen Stock

(after preferred dividends) ............ U $ .55

See the accompanying notes to financial statements.

LACLEDE GAS COMPANY AND SUBSIDIARY COMPANIES

24

$1.14 $ 01  $(21)



NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Basis of Consaolidation - The consolidated financial statements Include
the accounts of the Laclede Gas Company and Its subsidiary companies
(Company). All subsidiaries are wholly owned and material Intercomparny
transactions have been eliminated. '

Nature of Operations - Laclede Gas Company is a public utliity
engaged In the retall distribution of naturat gas. The Company serves an
area in eastern Missourl, with a population of approximately 2.0 million,
including the City of St. Louis, St. Louis County, and parts of eight other
countles. As an adjunct to lts ges distribution business, the Company operates
underground natural gas storage flelds and is engaged In the transportation
and storage of liquid propane. The Campany has also made Investments in
some non-utllity businesses as part of a diversification program.

Use of Estimates - The preparation of financial statements in conformity
with accounting principles generally accepted In the United States of
America requires management to make estimates and’ assumptions that
affect the reported amounts of assets and labilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

System of Accounts — The accounts of the Company are malntalned tn
accordance with the uniform system of accounts prescribed by the Missourd
Public Service Commission (MoPSC), which system substantially conforms
to that prescribed by the Federal Energy Regulatory Commission.

Utllity Plant, Depreclation and Amortization - Utility plant Is stated at
originat cast. The cost of addittons to utility plant Includes contracted work,
direct labor and materials, allocable overheads, and an allowance far funds
used during construction. The costs of units of property retired, replaced, or
renewed are remaved from utility plant and such costs, plus removal costs,
less salvage are charged to accumulated depreciation. Maintenance and repairs
of property ar replacemnent and renewal of items determined to be less than
units of property are charged to maintenance expenses.

Utility plant s depreciated on the straight-line basls at rates based on
estimated service lives of the various classes of property. Annual depreciation
and amortization In 2000, 1999, and 1998 averaged approximately 2.8%,
2.6% and 3.1%, respectively, of the original cost of depreciable and amortizable
property. The increase In the composite rate in 2000 {over 1999} primarily
reflects an increased proportion of amortization related to shorter-lived
property. The decrease In the fiscal 1998 compasite rate {from 1998) Is
mainly attributable to settlement of the Company’s 1998 rate case, In which
the MoPSC authorized a decrease in depreciation rates for the Campany
which was instituted July 1, 1998.

Regulated Operations - The Company accounts for its reguiated operations
In accordance with Statement of Financial Accounting Standards (SFAS) Na., 71,
"Accounting for the Effects of Certain Types of Regulation.” This staternent
sets forth the application of accounting principles generally accepted in the
United States of America for those companies whase rates are established by or
are subject to approval by an indeperxent third-party regulator. The provisions
of SFAS Na. T1 require, among other things, that financial statements of a
regulated enterprise reflect the actions of regulators, where appropriate.
‘These actions may result In the recognition of revenues and expenses in time
periods that are different than non-regulated enterprises. When this occurs,
costs are deferred as assets in the balance sheet {regulatory assets) and
recorded as expenses when thase amounts are reflected in rates. Also, regutators
can impose liabilities upon a regulated company for amounts previously
collected from customers and for recovery of casts that are expected to be
Incurred in the future (regulatory liabilities). ;
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The following regulatory assets and regulatory labilitles were reflected in
the Consolidated Balance Sheets as of September 30:

{Thousands of Dotlars) 2000 1999
Regulatory Assets:

Future income taxes due from customers . . . . . $44,353 $42,339
Unamortized purchased gas adjustments . . . . 14,907 —
Pension and postretirement benefit costs . . . . 7175 7,558
Purchased gascosts ... .. ........ooen e — 3.092
Compensated absences ................. 6,295 6,045
Other. ..o 8,257 5,608
Total Regulatory Assets. ................. $80,987 $64,644
Regulatory Liabilitles:

Unamortized Investment tax credits . ........ $ 6,267 $ 6.586
Unamortized purchased gas adjustments . . . . — 8,956
Purchased gas costs . .. .. .covevnianenans 936 —
Other. ... ..o 287 260
Total Regulatory Liabilities ... ............ $ 7,490 $15,802

On December 14, 1999 the MoPSC issued Uts report and order in the
Companys 1999 rate case, in which the MoPSC approved a partial settlement
reached earlier in the year by the parties on some issues. Under the partial
settlement, the Company discontinued deferring certain costs for future
recovery, as expenses associated with those specific areas are included in the
newly approved rates. Previously deferred costs, of $10,529,000 and
$2,064,000 are being recovered and amortized aver fifteen-year and ten-year
periods, respectively, without return on investment, effective with rates
implemented December 27, 1998,

Gas Stored Underground - Inventory of gas In storage is priced on a
last-in, first-out (LIFO) basis. The replacement cast of gas stored underground
for current use at September 30, 2000 and 1999 was more than the LIFOQ
cost by $31,747,000 and $15,450,000, respectively. The inventory carrying
value is not adjusted to the lower of cost or market prices because, pursuant
to the Companys Purchased Gas Adjustment Clause, actual gas costs are
recovered in customer rates.

Operating Revenues — The Company records revenues from gas sales
and transportation service on the accrual basis which includes estimated
amounts for gas delivered, where applicable, but not yet billed.

Purchased Gas Adjustments and Deferred Account - Pursuant fo the
provisions of the Campanys Purchased Gas Adjustment (PGA) Clause, increases
and decresses In gas costs are passed on to its customers. The Company
makes twa scheduled PGA filings each year, one for the winter period and
one for the summer. In addition, the Company may make one unscheduled
adjustment during the winter if significant, unforeseen increases or decreases In
gas costs occur. [n order to better match customer billings with higher than
anticipated natural gas prices, the Company also requested and received
approval to implement a special unscheduled summer PGA filing allowing
the Company to change rates charged to Its customers effective July 15, 2000.

The provisions of the PGA Clause also include the operation of the Gas
Supply Incentive Plan, which has been approved, as modified, to extend
through September 30, 2001. The Plan allows the Company to record income
as part of a sharing mechanism related to utilization of the Company’s gas
supply assets, with certain amounts being passed on to the Companys
customers. See Note 3 for more information on the operation of the Plan.

The provisions of the PGA Clause also include the operation of the Price
Stahtlization Program. Under those provisions, the MoPSC authorized the
Company to purchase financial instruments for the fiscal 1998 and fiscal 1999
heating seasnns to protect the Company and its customers from unusually large
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winter period gas price increases, The costs of purchasing these instruments
and financial gains derived from such activities are passed on to the
Company’s customers through the operation af its PGA Clause. Accardingly,
there was no earnings Impact as a result of the use of these financial instruments
in fiscal 1998 and fiscal 1999. In July 1998, the MoPSC approved modifications
to the PGA Clause with respect to the purchase of financial instruments for
the fiscal 2000-2002 heating seasons. As modified, the Plan continues to
provide significant price protection for the Company and its customers
above a predetermined level, but it also has an additional opportunity to
benefit from gains and cost reductions achieved under the program. During
fiscal 2000, the Company recarded $27,000 pretax income under the provislors
of the program. Due to market conditions, the Company notified the MoPSC
an June 2, 2000, that it would nat be participating In one of the programs
provisions to share in gains achieved under the program with respect to
financial instruments purchased for the fiscal 2001 heating season.

Pursuant to the provisions of the PGA Clause, the difference between
actual costs Incurred and costs recovered through the application of the PGA,
amounts due to or from customers related to the operation of the Incentive
Plan, and amounts related to the Price Stabilization Program are reflected as
a deferred charge or credit until September 30, at which time the balance Is
classified as a current asset or lability and is recovered from or credited to
customers over an annual period commencing in Novernber. The balance in
the current account s amortized as amounts are reflected in customer billings.

Income Taxes - The Company has elected, for tax purposes only, various
accelerated depreciation provisions of the Internal Revenue Code. In addition,
certaln other costs are expensed currently for tax purposes while being
deferred for book purposes. The provision for current income taxes reflects
the tax treatment of these iterns. The Company records deferred tax liabilitles
and assets measured by enacted tax rates for the net tax effect of all ternporary
differences between the carrying amounts of assets and liabilities for financial
reporting purposes, and the amounts used for income tax purposes. Changes
in enacted tax rates, If any, will be reflected by entries to regulatory asset or
liability accounts. )

Investment tax credits utilized prior to 1986 have been deferred and are
belng amortized in accordance with regulatary treatment over the useful life
of the related property.

Cash and Cash Equivalents - For the purpose of the statements of cash
flows, the Company considers all highly liquid debt instruments purchased to
be cash equivalents. Such instruments are carried at cost, which approximates
market value. ’

Reclassification - Certain prior-period amounts have been reclassified
1o conform to current-period presentation. These reclassifications did not affect
consolidated net income for the perlods presented. i

Accounting Changes - The Company has adopted Statement of Position
{SOP) No. 98-1, "Accounting for the Costs of Computer Software Developed
or Obtained for Internal Use,” lssued by the American Institute of Certified
Public Accountants {AICPA). SOP No. 98-1 provides guidance on accounting
for the costs of computer software developed or obtained for internal use,
including criterla for capitalization of certain costs. Its adoption In fiscal
2000 did not have a significant effect on the Companys financial position or
results of operations. :

The Company also adopted Emerging Issues Task Foree (EITF) 98-10,
*Aceounting for Energy Trading and Rick Management Activities." EITF 88-10
requires energy contracts associated with trading activities to be recorded at
fair value on the balance sheet, with the changes in fair value included in
earnings. The flsca} 2000 adoption of EITF 98-10 had no effect on the
Company's financial position or results of operations.

The Financial Accounting Standards Board (FASB) issued Statement of
Financial Accounting Standards (SFAS) No. 133, “Accounting for Derlvative
Instruments and Hedging Activities.” This statement establishes accounting
and reporting standards for derivative instruments, including certain derivative
instruments embedded in other contracts, and for hedge accounting. It requires
that an entity recognize all derivatives as either assets or liabilities in the state-
ment of financial position and measure those instruments at falr value. SFAS
No. 133 requires that changes in the fair value of a derivative be recognized

currently in earnings, unless specific hedge accounting criteria are met. SFAS
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No. 133 would have been effective in fiscal 2000, however, Its effective date
was delayed until fiscal 2001 as a result of the issuance of SFAS No, 137, In
June 2000, the FASB issued SFAS No. 138, *Accounting for Certain Derivative
Instruments and Certain Hedging Activities.” This statement amends portions
of SFAS No. 133. Among other things, SFAS No. 138 provides an exception
for contracts intended for the normal purchase and normal sale of something
other than a financial Instrument ar derivative Instrument, for which physical
delivery s probable. Some of the Companys gas supply and transportation
contracts are derivative Instruments as defined under SFAS No. 133; however,
all of these contracts qualify for the normal purchases and normal sales
exception pravided by SFAS No. 138. The financlal Instruments purchased by
Laclede under its Price Stabilization Program are derivative Instruments
under SFAS No. 133. These financial instruments are purchased as hedges
against significant Increases in the price of natural gas, as approved by the
MoPSC, and are accounted for in accordance with the Companys Purchased
Gas Adjustment Clause. The effect of the Companys adoption of these
statements on October 1, 2000 did not have a significant impact on the
Company's inancial position and results of operations as of that date.

2. PENSION PLANS AND OTHER
POSTRETIREMENT BENEFITS

The Company has non-contributory defined benefit, trusteed forms of
pension plans covering substantiatly all employees over the age of twenty-one.
Benefits are based on years of service and the employees compensation during
the last three years of employment. The Company’s funding policy Is to
contribute an amount not less than the minimum required by government
funding standards, nor more than the maximum deductible amount for
federal income tax purpases. Plan assets consist primarily of corporate and
U.S. government obligations.

In February 1998, the Financial Accounting Standards Board issued SFAS
No. 132, "Employers’ Disclosures about Pensions and other Postretirement
Benefits.” This statement revises employers disclosures about pension and
other postretirement beneflt plans and requires additional information on
changes in the benefit obligations and fair values of plan assets. Restatement of
disclosures for earlier periods provided for comparative purposes is required.

Pension costs in 2000, 1999 and 1998 amounted to $(7,620,000),
$(10,653,000) and $(3,345.000), respectively, including amounts recorded
In eonstruetion.

‘The net periodic pension costs {credits) include the following components:

(Thousands of Doliars) 2000 1999 1998
Service cost - benefits earned

during the periad . ... ..... $ 9281 § 5909 $ 8,866
Interest cost on projected

benefit obligation .. .. ... .. 14,714 14,355 14,327
Expected returnon plan assets ... (25,649}  (25.689) (21,100)
Amortization of transition

obligation. . ............. (718) (760) (826)
Amortization of prior

servicecost . ............ 1,024 1,082 1,143
Amortization of actuarial gain. . . . {6,606) {8.975) {4,994)
Regulatory adjustment . .. ... ... 332 (575} (761
Net persion cost {credit). .. ..... $ {7.620) $(10,653) $(3,345)

The MoPSC ordered in the 1998 general rate case, effective October 27,
1998, certain pension costs to be recovered on a payment basis up to a
$314,000 allowance, with the difference between actual payments and the
allowance to be deferred. The allowance was previously $313,000 effective
September 1, 1996. Such deferrals terminated July 31, 1999. In the 1999
rate case, the Commission authorized amounts deferred pursuant to the
Septernber 1, 1996 and October 27, 1998 allowances to be included in rates
without return on Investment and amortized over a fifteen-year pertod,
effective with the implementation of new rates on December 27, 1999, The
MaPSC also ordered in the 1998 rate case that, beginning July 1, 1998, the
return on plan assets be based on the market value of plan assets. Previously,
such calculations were based on a market-related value of plan assets, which
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method recognized certain gains and losses in assets over a three-year period.
Also, beginning July 1, 1998, the unrecognized net gain or loss balances
subject to amartization are based upon the most recent five-year average of
the unrecognized gain or loss balance. Such methodology was implemented
prospectively. Net gains and losses subject to amortization are amortized
over a five-year perlod, as ordered by the MoPSC. Other varlances in net pension
costs are primarlly attributable to actuarlal and investment experlence.

The following table sets forth the reconciliation of the beginning and
ending balances of the pension benefit obligation at Septermnber 30:

substantially all employees, amounted to $2,648,000, $2,480,000 and
$2,304,000 for the years 2000, 1989 and 1998, respectively.

The Company also provides certain life insurance benefits at retirement.
Medical insurance is available after early retirement until age 65.

Missouri state taw provides for the recovery in rates of SFAS Na. 106,
“Employets’ Accounting for Postretirement Benefits Other Than Pensions”
(OPEB), accrued costs provided that such costs are funded through an inde-
pendent, external funding mechanism. The Company established Voluntary
Employees' Beneficiary Association {VEBA) and Rabbl trusts as its external
funding mechanisms. VEBA and Rabbi trusts assets consist primarily of

(Thousands of Dollars) 2000 1938 money market securities. The unrecognized transition obligation Is being
Beneftt obligation at beginning of year . . . . ... $205,174 $237,938 amortlzed over 20 years.
Servicecost .. ....... ... il 9,281 9.808 Postretirement benefit costs in 2000, 1999 and 1998 amounted to
Interestecost. . ............ e 14,714 14,355 approximately $5,962,000, $3,856,000 and $4,265,000, respectively, including
Pian amendments ........... ..o i.e. 3112 — amounts charged to construction.
Actuarfal gain .. ... ... ... iaaaan (9,224) (26,932) Net periodic postretirement benefit costs consisted of the following
Settlements. . . ...t e (13.899} (20.929) co mponents:
Grossbenefitspatd .. .. ..ovvvniiiiia e (8,695) {9,167}
Benefit obligation atend of year. . . ... ... .. $200,463 $205,174 {Thausands of Dollars) 2000 1999 1998
Service cost - benefits earned
The foliowing table sets forth the reconciliatlon of the beginning and durlng the period .. ............ $1973 $1958 $1354
ending balances of the [air value of plan assets recognized in the Companys Interest cost on accumulated
consalidated balance sheets at September 30: postretirement benefit
ohligation . .. ................. 2814 2478 2327
(Thousands of Dolfary) 2000 1399 Expected return on plan assefs . . . . . . . . (574)  (43) (337
Fair value of plan assets at beginning of year . $310,158 $309,288 Amortization of transition
Actual return on plan assets. ... .......... 14,895 22428 OBHGAtON « v v e eeerreens 1267 1267 1267
Employer contributions . . ............... 5,361 8,538 Amortization of prior service cost . . . .. . 165 365 365
Settlements. .. ........ i (13,899) (20,929) Amortization of actuarial (gain)/iass . . . . 64 52 (L150)
Gross benefits paid . ... ........c.0vuenn.. {8,695) (9.167) Regulatory adjustment . .. ........... 53 (1,834) 440
Falr value of plon assets at end of year . ... 307.820 310,138 Net postretirement benefit cost . .. . .. . $5.962_ 53,856 5 4.265
Furded status atend of year. . ........_ ... 107,357 104,984
Unrecognized net actuarial gain. .. ........ (34,629) {44.925) The following table sets forth the reconciliation of the beginning and
Unrecognized prior servicecost. . ......... 15,897 13,810 ending balances of the postretirement benefit obligation at September 30
Unrecognized net transition asset. . . .. .. ... (1,572 (2.377)
Fourth quarter contribution adjustment . . . . . 56 56 (Thousands of Dollars) 2000 1999
Net amount recognized at end of year .. .. . . . 87,109 71,548 Benefit obligation at beginning of year . .. ... $35,843 $36.813
; ServiCB COSE . vt 1,973 1959
Amounts recognized in the consotidated Interesteost. ... ... ... 2814 2478
balane sheets consist f: Actuariat {gain)/loss. . ... ............... 527 (1.986)
Prepald pension Cost. .. .. ... .ovenn. ... 97,229 80,994 Gross benefits paid. . ...l {4,039) (3.421)
Accrued benefit Dability .. ............... {10,368) {9.895) Benefit obligation atend of year. .. ........ $37,123 $35,843
Intangibleasset. . ...................... 248 324
gz:ﬂﬁidr;t:er Comgr:nman;‘f;r@?: T ]0_9 7 Iéig The following table sets forth the reconciitation of the beginning and

The projected benefit obigation, which is based on a June 30 measurement
date, was determined using a weighted average discount rate of 8.00% for
2000 and 7.50% for 1999, and a weighted average rate of future compensation
increase of 4.25% for bath 2000 and 1999. The effect of the above changes
In pension assumptions was to decrease the projected beneflt obligation by
$10.472,000. The expected long-term rate of return on plan assets was
8.50% for bath 2000 and 1999.

The aggregate projected benefit obligation and falr value of plan assets
for plans with benefit obligations in excess of plan assets were $55,925,000 and
$37.701,000, respectively, for fiscal 2000 and $56,881,000 and $39,163,000,
respectively, for fiscal 1999, The aggregate accumulated benefit obligation
and fair value of plan assets for plans with accumulated benefit obligations
in excess of plan assets were $42,044,000 and $37,701,000, respectively,
for fisca] 2000, and $3,944.000 and $0, respectively, for fiscal 1998,

Pursuant to the provisions of the Companys pension plans, pension
obligatiors may be settled by lump-sum cash payments. Settlements in 2000,
1999 and 1998 resulted In pretax gains of approximately $2,248,000,
$1,641,000 and $3,771,000, respectively

The cost of the Company’s defined contribution pians, which cover
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ending balances of the fair value of plan assets recognized In the Company’s
consolidated balance sheets at September 30;

{Thousands of Dollars} 2000 1999
Fair value of plan assets at beginning of year. .. § 6,222 § 4305
Actual return on plan assets. . .. .. ........ 298 211
Employer contributions . . . .............. 5,380 5127
Gross benefits paid. .. .................. {4,034} {3.421)
Fair value of plan assets atend of year . .. . . . 7.866 6,222
Funded status at end of year. . ... ......... (29,257) {29,620)
Unrecognized net actuarial gain . . .. ........ (286) (1,026)
Unrecognized prior servicecost. . ......... 3,204 3.569
Unrecogritzed net transition asset .. ... ... .. 16,446 17,713
Net amount recognized st end of year

as postretirement benefitcost . .. ....... $ (9,893) $ (9.364)

The assumed health care cost trend rate used In measuring the accumulated
postretirement benefit obligation was 5% for both 2000 and 1989, and for
future years. A one-percentage-point increase or (decrease) in the assumed
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health care cast trend rate for each future year would have ‘increased or
{decreased) the aggregate of the service and interest cost components of the
2000 net periodic postretirement benefit cost by appraximately $280,000
or $(260,000) and would have increased or {decreased) the postretire-
ment benefit obligation by $1,340,000 or ${1,280,000). The accumulated
postretirement benefit obligation was determined using a welghted average
discount rate of 8.00% for 2000 and 7.50% for 1999, and a welghted
average rate of future compensation increase of 4.25% for both 2000 and
1999. These changes in assumptions decreased the postretirement benefit
oblgation by $1,399,000. The weighted average rate for the expected
return on medical plan assets was 7.75% for both 2000 and 1999 and the
welghted average rate for the expected return on iife insurance plan assets
was 8.50% for both 2000 and 1999.

The 1998 rate case settlement provided for the deferral, net of any
appilcable tax effects, of the difference between the costs funded by the
Company and a $3,825.000 allowance of annualized OPEB costs Included in
rates effective October 27, 1998. The allowance was previously $4,265,000
effective September 1, 1996. In the 1939 rate case settlement, the Commission
authorized previously deferred costs ta be included in rates without return
on Investment and amortized over a fifteen-year period, effective with the
implementation of new rates on December 27, 1999. Deferrals ceased
September 30, 1999 and all OPEB costs are being charged to expense.

3. INCENTIVE PLAN AND OFF SYSTEM SALES

The MoPSC exterxled the Companys Gas Supply Incentive Plan with
spectfic modifications effective for fiscal 2000. Under the modified Plan, the
Company continued to share with its customers certain galns and losses
related to the acquisition of gas supply assets. Effective October 1, 1999,
Laclede Is also permitted ta retain all income resulting from sales made outside
of its traditional service area. Under the provisions of the Plan during fiscal
2000, the Company and Hts customers shared as foflows:

- releases of pipeline capaclty, of which 70% to 90% of the revenues
are allocated to Lacledes customers and the balance is allocated to
its shareholders

- savings from discounts off of maximum pipeline transportation rates,
of which the excess over a predetermined baseline of $13 million
15 allocated 70% to Laclede5 customers and the balance to its
shareholders :
gains and losses as measured against a benchmark level of gas cost, of
which 50% to 90%, depending on the change from a predetermined
cost, is allocated to Lacledes customers and the balance to its
shareholders, and _

Increases or decreases in costs related to changes in the mix of
pipeline services, of which 70% Is allocated to Laclede$ customers
and the balance to its shareholders.
Under the provisions of the Plan during fiscal 1999 and fiscal 1998, the
Company and its customers shared as foliows:
- sales of gas outside of the Company’s traditional service area, of
which 70% of the income was allocated to Lacledes customers and
the balance was allocated to its shareholders
releases of pipeline capacity, of which 70% to 90% of the revenuss
were allocated to Lacledes customers and the balanice to lts
shareholders
- savings from discounts off of maximum pipeline transportation
rates, of which 80% to 30% of the savings was allocated to
Laclede’s customners and the balance to its shareholders, and

- gains and losses as measured against a benchmark level of gas cost,
of which §0% was allocated to Laclede’s customers and the balance
to its shareholders.

v
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Incentive plan and off system sales revenues are included In the utility
operating revenues line in the Companys financial statements. Expenses
related to the incentive plan and off system sales are included in the natural
and propane gas expense line in the financial statements. Results of the Plan
and off system sales activities are set forth below:

(Thousands of Dollars) 2000 1999 1998
Net Benefits to Custorners
and Shareholders. ... .......... $28.909  $28362  $31.028
Shareholder Benefits:
Off Systern and

Ircentive Plan Revenues . . .. .. $40,136  $16217  $29.851.
Off Systern and

Incentive Plan Gas Expense. .. 30,493 10,806 23.482

Company Share-Pretax Income ... $ 9,643  $ 5411  § 6369

Cn June 8, 2000, the MoPSC ssued an order appraving a recommendation
made by the Company; staff of the MoPSC and other parties to extend the
Plan as modified for another year. As a result, the term of the Plan now runs
through September 30, 2001. The parties who recommended an extension
of the Gas Supply Incentive Plan also agreed to cooperate on the development
of a mutually acceptable, multi-year incentive plan that includes a fixed
price mechanism for implementation once the current plan expires. As
modifled, total pretax income derived from all sharing provisions of the
Plan, excluding income generated by sales outside the Companys service
area, cannot exceed $9.0 million for fiscal 2001, Of that amount, pretax
Income derived from sharing galns and losses as measured against a bench-
mark level of gas costs cannot exceed $5.3 million. While previous results
of the Plan and off system sales may not be representative of fiscal 2001
results due to modifications and the seasonal and volatlle nature of such
efforts, the Company believes that both the Company and its customers wilt
continue to benefit.

4. COMMON STOCK AND PAID-IN CAPITAL

No additional commaon stock shares were Issued in fiscal 2000. During
1999, the Company tssued 1,250,000 shares of common stock through a
public offering. The net proceeds of the offering, after deducting discount
and expenses, were $24.1 million.

Paid-in capital increased $9,000 in 2000 due to gains recorded on
reacquired preferred stock. The $22,860,000 Increase in paid-in capital in
1998 was due to the sale of common stock in the above-menticned 1999
public offering.

Total shares of common stock outstanding were 18877987 at
Septerber 30, 2000 and September 30, 1998.

On Mareh 14, 1596, the Company declared a dividend of one Common
Shiare Purchase Right for each outstanding share of common stock as of May 1,
1996, each of which comman share purchase rights gives the Rightholder
the right to puichase one common share for a purchase price of $60, subject
to adjustment. The rights expire on May 1, 2006, and may be redeemed by
the Company for one cent each at any time befare they become exercisable.
The rights will not be exercisable or transferable apart from the common
stack, untll ten days after a person or group acquires or obtalns the right to
acquire 20% or more of the common stock, or commences or announces its
Intention to commence a tender or exchange offer for 20% or more of the
common stock. Following the former event, a right will entitle Its holder to
purchase, at the purchase price, the number of shares equal to the purchase
price (initlally $60 per share) divided by one-half of the market price.
Alternatively, the Company may exchange each Right for one share of
Company common stock. A tota of 18,877,987 rights were outstanding at
September 30, 2000,
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S5.REDEEMABLE PREFERRED STOCK

The preferred stock, which Is non-vating except in certain circumstarices,
may be redeemed at the option of the Board of Directors. The redemption
price Is equal to par of $25.00 a share.

During 2000, 5,808 shares of 5% Serles B preferred stock and 3 shares
of 4.56% Series C preferred stock were reacquired; in 1999, 70 shares of 5%
Series B preferred stock were reacquired, '

Any default in a sinking fund payment must he cured before the Company
may pay dividends on or acquire any common stock. Sinking fund requirernents
on preferred stack for the five years subsequent to September 30, 2000 are:
2001, $50,300; 2002-2005, $160,000 per year.

6. LONG-TERM DEBT

Maturities or sinking fund requirements on long-term debt for the five
fiscal years subsequent to September 30, 2000 are as follows: 2001-2002,
nane; 2003, $25 mitlion; 2004, none; 2005, $25 million.

On June 28, 2000, the Company filed a registration statement with the
Securitles and Exchange Commission on Form S-3 relative to the sale of up
to $350 milllon of first mortgage bonds, debt securities and comman stock.
On August 10, 2000 the MoPSC provided authorization to issue debt and
equity up to this amount.

On September 21, 2000, the Compariy issued $30 million of first mortgage
bonds under this authorizatlon with an interest rate of 7.90%, at an overall
cost to the Company of 7.987%. The bonds were dated September 15, 2000
and mature September 15, 2030. The proceeds were used to repay short-term
debt. The amount, timing and type of financing remaining to be lssued under
this shelf registration will depend on cash requirements and market condltions.

On April 8, 1999 the Company received approval from the MoPSC for
a two-year extension, to April 21, 2001, of its previously granted authority
to sell additional first mortgage bonds. The original autharization was for
$100 million of first mortgage bonds of which $75 million had already been
tssued and sold. On June 2, 1999, tha Company Issued the remaining $25
million of first mortgage bonds with an interest rate of 7%, at an overall cost
to the Company of 7.04%. The proceeds were used to repay short-term debt.

On May 15, 1998, the Company redeemed, at its first opportunity, $25
milllon of 9-5/8% first mortgage bonds due May 15, 2013. The funds for
this redemption were supplied by short-term borrowing agreements.

Substantially all of the Company’s utility plant s subject to the liens of
its mortgage.

The Coampanys mortgage contalns provisions which restrict retained
earnings from declaration or payment of cash dividends. As of September 30,
2000, all of the Company’s consolidated retained earnings were free from
such restrictions.

7. FAIR YALUE OF FINANCIAL .
INSTRUMENTS

The carrylng amounts and estimated Fair values of the Companys financial
Instruments at September 30, 2000 and 1999 are as follows:

Fair
(Thousands of Dollars) Amount Value
2000: '
Cash and cash equivalents .. ........... $ 4215 $ 4215
Shorttermdebt. ......oovtiuienn... 127,000 127,000
Longtermdebt .. ........cooivvvnnnn. 234408 233676
Redeemable preferred stock . ... ......., 1,813 1640
1999:
Cash and cash equivalents . .. ............ ¥ 9352 $ 9352
Short-termdebt. ... .. ... L, 84,700 84,700
Longtermdebt ... ... Lol 204,323 201,659
Redeemable preferred stock .. .. .. ........ 1.958 1812
Non-utility financial instruments . . ... .. ... 131 86

The carrying amounts for cash and cash equivalents and short-term
debt approximate fair value due to the short maturity of these investments.
Fair vaiue of long-term debt and preferred stock Is estimated based on market
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prices for similar Issues. The fair value of non-utility financial instruments
reflects trading prices at September 30, 1999,

8. INCOME TAXES

Net provisions for Income taxes were charged durlng the years ended
September 30, 2000, 1999 and 1998 as shown on the Schedule of Income
Taxes. The effective income tax rate varied from the federal statutory income
tax rate for each year due to the following:
2000 1998 1998
35.0% 350% 35.0%

Federal income tax statutory rate . . ... .....
State and local income taxes,

net of federal income tax benefits .. .. ... 38 34 37
Certain expenses capitatized on books

and deducted ontaxreturn .. ... ..., .. 25 (2 (20
Taxes related to prior years. . .. ........... 2 5 (1.2)
Other ftems - et ..o veveavrnnerneans (1.1} (.2) 1
Effective Income taxrate. .. .......ovounn- 35.2% 35.5% 35.6%

The significant ltems comprising the Company’s net deferred tax Uabllity
recogrized in the corsolidated balance sheets as of September 30 are as follows!

{Thausands of Dollars) 2000 1999
Deferred tax assets:
Reserves not currently deductible. . ... .. $ 18,100 $ 18777
Deferred gascost. . ......ovvvvninns- — 3678
Unamortized investment tax credits. . . . . 3,946 4,147
Other. ..o e e 2,779 2.339
Total deferred tax assets. .. ......... 24,825 26.942
Deferred tax liabilities:
Relating to utility property. .. ......... 107,604 102,870
Pension. .. .....couiiiiiiniiain. - 36,384 30,196
Deferred gascost. .. .. ..ol 4,598 —
Other. ..o 8,698 8,416
Total deferred tax liabilities. .. ....... 157,284 141,482
Net deferred tax liability. . ... .. .......... 132,459 114,540
Net deferred tax asset -curent. . .. .......- 2,485 10,216

Net deferred tax liabllity - non-current. ., . . $134,944 $124,756

9. NOTES PAYABLE AND CREDIT AGREEMENTS

In January 2000, the Company renewed three lines of bank credit under
which it may borrow tp to an aggregate of $30 million prior to January 31, 2001,
with repayment of any loans outstanding on that date permitted from April 30,
2001 to June 30, 2001. The borrowings may be repaid a any time without
penalty. This, along with $160 million of supplemental lines of credit, provided
the Company total lines of credit of up to $190 million for fiscal year 2000-
At this writing, the Cornpany has aggregate lines of credit totaling $210 million.

Alternatively, the Campany bas an agpeement for the kssuarce of commercial
paper which s supported by the bank lines of credit. During fiscal year 2000,
the Company’s short-term borrowing requiremenits, which peaked at $158.2
mitlion, were met by the sale of commerclal paper. The Company had
$127.0 million in commercial paper outstanding as of September 30, 2000 at
a welghted average interest rate of 6.6%, and $84.7 millicn ouistanding as
of September 30, 1999 at a welghted average interest rate of 5.4%.

10.OTHER INCOME AND
INCOME DEDUCTIONS - NET

{Thousands of Dollars) 2000 1999 1998
Tnvestmentt Losses ... ..oovoeyeneennann ., $ — $(3409) 8 —
Gains on Sale of Property . ............. — 2275 —
Allowance for Funds

Used During Canstruction .. . . ... .. 397 738 609
OtherIncome ... ........... ... .. 1,209 1530 1,346
Other Income Deductions. .. ........... (844 (1,33B) (672)

Other Income and

Income Deductions—Net. .. ...... .. $ 762 § (203) $1,283
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In fiscal 1999, the Company recorded a $3.2 million pretax investment
lass. This non-recurring loss resulted from the Companyt minority participation
in Clark Enterprises, an entity comprised of a group of civic-minded St. Louks
firms that owned the St. Louls Blues Hockey team and also financed and
operated the Kiel Center In downtown 5t. Louls, the sale of which was
negotiated and completed during September 1999.

A pretax galn of $1.9 million was recognized in fiscal 1999 by the
Company's wholly-owned subsidiary, Laclede Development Company, on
the November 1998 sale of property known as Centre Park 40. Laclede
Development Company owned its Interest In Centre Park 40 through a
real estate partnership.

11. INFORMATION BY OPERATING
SEGMENT

Laclede Gas Company Is a public utllity engaged in the retai] distribution
of natural gas. The Company serves an area of eastern Missour], with a
population of approximately 2.0 million. As an adjunct to its gas distribution
business, Laclede operates underground natural gas storage fields and stores
liquid propane and Is engaged in the transportation of liquid propane
through its wholly-owned subsidlary, Laclede Pipeline Company.

The Company has also made investments in some non-utility businesses
as part of a diversification program, none of which are repartable segments.
These non-regulated operatians are conducted through five wholly-owned
subsidlarles which are engaged in gas marketing, the sale of insurance products
through an insurance agency in the State of Missourd, rea! estate development,
the compression of natural gas, and financial investments in other enterprises.
These subsidiaries have the same accounting policies as those described In
the summary of significant accounting policles in Note 1. There are no
material intersegment revenues.

12. COMMITMENTS AND
CONTINGENCIES

The Company estimates fiscal year 2001 utllity construction expenditutes
at $40 million. The lease agreement covering the Company’s general office
space extends through February 2005 with options to renew for up to 15
additiona) years. The aggregate rental expense for fiscal years 2000, 1999
and 1998 was $821,000, $812,000 and $803,000, respectively. The annual
minimum rental payment for fiscal year 2001 15 anticipated to be approxi-
mately $830,000 with a maximum annual rental payment escalation of
$8.800 per year for each year through fiscal 2005. The Campany has other
rental arrangements that provide for minimum rental payments that are rel-
atlvely minor. The Company has entered into various contracts, which in
the aggregate require it to pay approximately $76 miilion on an annual
basis, at present rate levels, far the reservation of gas supplies and pipeline
transmission and starage capacity. These costs are recovered from customners
in accordance with the Purchased Gas Adjustment Clause of the Company’s
tariff. The contracts have various expilration dates ranging from 2001 to 2005,

A consolidated subsidiary is a general partoer in an unconsolidated
partnership, which invests In real estate partnerships. The subsidiary and
third parties are jointly and severally liable for the payment of mortgage
loans in the aggregate outstanding amount of approximately $2.6 millian
incurred in connection with various real estate ventures. The Company has no
reason to belleve that the other principal liable partles wiil not be able to meet
their proportionate share of these obligations. The Company further believes
that the asset values of the real estate properties are sufficient to support
these mortgage loans.

Laclede Pipeline Company, Laciede Gas Companys wholly-owned
subsidiary, operates a propane pipeline that connects Laclede Gas Compariys
propane storage facilities in 5t. Louis County, Missour, to propane supply

Al Other
{Thousands of Dollars) Gas Utility {Non-Utility) Eliminations  Consolidated
Fiscal 2000
Operating revenues .. .......o.ovvvviiernennn. $531.152 $34,976 $ — $566,128
Depreclation & amortizatton . .. ..........v.. .. 24,774 — — 24,774
Interestcharges . ...ty inennnnnn. 24,326 — (318) 24,008
Income taxexpense...............oeuuen.ua, 13,755 350 — 14,105
Netineome. .. ...t nniiinennenss 25,474 491 — 25,865
Totalassets. . ... o.vvreiiinrniiii i, 928,298 18,324 {14,882) 931,740
Construction expenditures . ...........c.ccu.... 51,635 — — 51,635
Fiscal 1999 ‘
Operating revenues .. . .............c.coeeuun... $473,710 $17,608 $ - $491,318
Depreciation & amortization . . .................. 21,490 — s 21,490
Interestcharges . ........ . ... ... .. .. ...... 20,593 — — 20.593
Income taxexpense. . ... ... ..ol 13870 691 — 14,361
Netincome . .....oovetiieiiinnn e i e 25012 1,050 — 26,062
Totalassets. . ... ....coooie i e 831,036 13,774 {7.146) 837,664
Construction expenditures .. ... ................. 48,698 7 — 48,705
Fiscal 1998
Operatingrevenues . . ......................... $548,192 $13,651 5 - $561.843
Deprediation & amortization .. .. ................ 25,310 — — 25,310
Interestcharges . .. .....oovvieniiiy e, 21.270 — — 21,270
Income taxexpense . . ..., ... ..l iie.. . 15,019 422 — 15,441
Netineome . ... e, 27,201 891 — 27,892
Totalassets. . ... ..o 774,167 10,298 (7.174) 777,201
Construetion expenditures . . .. .................. 47,254 185 — 47,439
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terminal facilities located at Wood River and Cahokia, [llinols. In june 1999,
Laclede Pipeline Company purchased from Phillips Pipe Line Company for
approximately $1.4 million a section of existing propane pipeline, which
completed Laclede Gas Company’s control of all facets of its propane peak
shaving assets allowing greater access to supply markets. Laclede Gas Campany
vaporizes the propane to supplement its natural gas supply and meet the
peak demands on the distribution system. Laclede Pipeline Company’s
previous contract arrangement with Phillips Petraleum Company, to provide
transportation of propane on an annual basis and that expired on March 31,
1999, 1s no longer needed.

The Company is subject to various environmental laws and regulations.
To date they have not materiaily affected the Company’ financial pesition
and results of operations.

Inthe past, the Company operated various manufactured gas plants which
produced certain by-products and residuals. With regard to the Companys
former manufactured gas plant site located in Shrewsbury, Missouri, the
Company and the state and federat environmental regulatory agencles have
agreed upon the actions needed at this site. Those actions are nearing
completion. In the course of recent site grading called for by the agreement,
some site materials that proved to be manufactured gas wastes were released
Into an adjacent stream. The release was contained and appropriate author-
itles notified. The Company Is dealing with this development as part of the
remaining work being done at the site. The Company currently estimates
the overall costs of these actions will be approximately $1,521,000. As of
September 30, 2000, the Company has paid $1,000,000 and reserved
$521,000 for these actions. If the regulatory agencles require any additionat
actlons, Laclede will incur additional costs.

The Company also applied to place the site of a different former
manufactured gas plant in the City of St. Louis, Missouri into the Missourt
Voluntary Cleanup Program (VCP). Laclede ceased Its operatlons at and
sold this site in 1950. Subsequent owners of this site used it as a coke
manufacturing facitity The Missouri Department of Natural Resources
(MaDNR) accepted the Company's VCP application. Acceptance provides
opportunities to minimize costs of remediation while maximizing possibilitles
for site development. The Company submitted a site characterization report
(SCR} to MoDNR an June 25, 1999. The SCR was accepted subject to the
Companys development of a Remedial Action Plan (RAP) due MoDNR in
early calendar year 2001. The RAP wiil include pians to continue to monitor
groundwater. Surface water sampling and the performance of other remedial
mieasures will likely occur during site redevelopment. The Company will
continue to inform MoDNR of site development possibilities as well. The
Company currently estimates that the cost of the site investigations, agency
oversight and related legal and engineering consulting may be approxi-
mately $528,000. Currently; the Company has paid $438.000 and reserved
an additional $30,000. The Company has requested that other former site
owners and operators participate in the cost of any site investigation. One
former owner and operator agreed to participate in these costs and has
reimbursed the Company to date for $150,000. The Company anticipates
additional reimbursement from this party of approximately $39,000. The
Company plans to seek proportionate reimbursement of all casts relative to
this site from any other potentially responsible partles if practicable.

Whille the scope of costs relative to the site In Shrewsbury will nat be
significant, the scope of costs relative to the City of St. Louls site are unknown
and may be materlal. The Company has notified Its insurers that it intends
to seek reimbursernent frorn them of its costs at both these sites. Nane of
the Companys insurers have agreed that its insurance covers the costs far
which the Company intends to seek reimbursement. The majority of the
Insurers have sent Laclede letters reserving thelr rights with respect to the
manufactured gas plant issues addressed In the Company’s notices to them.
While some of the insurers have denied coverage with respect to these
Issues, the Company continues to seek relmbursement from them. With regard
to the Shrewsbury site, the denial of coverage will nat have any significant
impact on the Company. With regard to the City of St. Louls site, since the
scope of costs relative to this site are unknown and may be material, the
dental of coverage may have a material impact on the Company.

Previously, the MoPSC approved the Companys use of a cost deferral
mechanism for these costs. Deferral of such costs terminated July 31, 1999
The Commission authorized previously deferred costs to be Included In
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rates without return on investment and amoartized over a fifteen-year period,
effective with the implementation of new rates on December 27, 1999, Any
subsequent costs are being charged to expense, the effects of which are offset,
more or less, by a predetermined level of costs included in the new rates.

On October 26, 2000, the Company announced its intention, subject
to receipt of the necessary approvals, to reorganize its corporate structure to
form a holding company known as The Laclede Group, Inc. As a result of the
rearganization, The Laclede Group, Inc. would become a holding company
under the Public Utility Holding Comparty Act of 1935 but would be exempt
from all provisions of the Act except Section 9{a){2) thereof. Laclede Gas is
taking the necessary steps to obtain regulatory and shareholder approvals
and filed a registration statement on Form 5-4 with the Securitles and
Exchange Commission an October 27, 2000. Under the new structure,
Laclede Gas Company as the regulated utility, and the subsidiarles it
currently holds, would become subsidiaries of The Laclede Group, Inc.
Even after forming a holding company, the profile of Laclede Gas' regulated
distribution business is expected to remaln substantially the same. At the
January 25, 2001 annual meeting, shareholders of record on December 11,
2000 will vote on this proposal.

In October 1999, the staff of the MoPSC fecommended that the Company
credit ratepayers with $2.5 miltion of pretax income the Company had realized
in fiscal 1997 and fiscal 1998 in connection with its treatrnent of a gas supply
contract under the operation of the Company’s Gas Supply Incentive Plan,
On August 1, 2000, the MoPSC issued its report and order In which it rejected
staffs proposal and determined that no adjustment shouid be made ta the
amaunts retained by the Company under its Gas Supply Incentive Plan.

On Octaber 30,-1998, the MoPSC issued an order opening a docket
addressing the adequacy of Lacledes copper service line replacement program.
On February 18, 2000, the staff of the MoPSC, the office of Public Counsel In
the State of Missour] and the Company filed a joint settlement setting farth
a replacement schedule recommendation. Such settiement was approved by
the MoPSC on May 18, 2000. The Company currently has completed ane
phase and continues to proceed In compliance with the approved program.
Costs assaciated with the program are either being deferred through a deferral
mechanism approved by the MoPSC or capitalized through the normal
course of business, One lawsult Involving a clalm for wrongful death and
punitive damages has been settled, the effect of which is not significant and
has been fully provided for in the current year.

In Jenuary 2000, Laclede Energy Resources, Inc., (LER) finalized a
multi-year arrangement with UtiliCorp United, Inc. (UtitiCorp} to provide
a significant portion of the gas supply for a natural gas fired power plant
currently under construction in Pleasant Hill, Missouri. The four-year agree-
ment is scheduled to go into effect June 1, 2001. LER will provide UtiliCorp
with up to 5 billion cubic feet of natural gas annually — the equivalent of
about 5% of the annual szndout of Laclede Gas Company in a normal year —
and will manage fluctuations in UtdliCorps gas-purchase requirements on
an as-needed basis to satisfy summer power needs.

The Company is involved in litigation, claims, and investigations arising
In the normal course of business. While the results of such litigation cannot be
predicted with certainty, management, after discussion with counsel, believes
the final outcome will not have a material adverse effect on the consolidated
financial position and results of operations reflected in the financial statements
presented herein.

13. INTERIM FINANCIAL INFORMATION
(UNAUDITED)

In the opinion of the Company, the quarterly information presented in
the Schedule of Intertm Financial Information for fiscal years 2000 and
1999 includes all adjustments, consisting of normal recurring adjustments
necessary for a fair statenent of the resuits of operations for such periods,
Varlations in operations reported on a quarterly hasis reflect the seasonal
nature of the Campany’s business.
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MANAGEMENT’'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

RESULTS OF OPERATIONS

Laclede’s sarnings for fiscal 2000 were adversely impacted by warmer-
than-normal weather, resulting from temperatures that were the third
warmest over the last 100 years. In fact, earnings for all three fiscal years
reported were significantly impacted by the effects of warmer-than-normal
temperatures In our service area. However, the Company was successful in
mitigating the impact of weather on its financial results through, among
other factors, ongoing efforts to become more effective and efficient.
Earnings applicable to common stock for the fiscal year ended September
30, 2000 were $25.9 million, campared with $26.0 million for fiscal 1999
and $27.8 mitlion for fiscal 1998. Earnings per share were $1.37 1n 2000
(on average shares outstanding of 18,877,987}, compared with $1.43 In
1999 (on average shares outstanding of 18,138,261) and $1.58 in 1998 {on
average shares outstanding of 17,587,591}. The slight decrease in earnings in
fiscal 2000 (from fiscal 1999} was primarily due to lower system sales volumes
arising from weather that was 5% warmer than the prior year and 16%
warmer than normal, higher penslon and group insurance costs and higher
depreciation expense. Largely offsetting these factors were the benefit of the
Company’s general rate increase which became effective December 27,
1999, higher income related to the Gas Supply Incentive Plan and off system
sales, ard a lower provision for uncollectible accounts. The decrease In
earnings in fiscal 1999 {from fiscal 1998) was primarily due to lower system
sales volumes arlsing from weather that was 6% warmer than 1998 and 12%
warmer than normal, as well as a non-recurring investment loss recorded In
1999. These factors were partially offset by reduced expenses largely attrib-
utable to effective cost-control effarts in 1999 and expense reductions attrib-
utable to regulatory accounting changes instituted July 1, 1998 as part of the
settlement of the Company’s 1998 rate case. The settlement of that rate case
authorized, among other things, lower depreciation rates and changes in the
regulatory accounting treatment for pension costs.

Utility operating revenues for fiscal year 2000 increased $57.4 miltion,
or 12.1%, above fiscal 1999, and in 1999 decreased $74.5 million, or 13.6%,
below fiscal 1998. The 2000 increase in utility operating revenues was
primarily due to: higher wholesale gas costs of $47.4 million (which are
passed on to customers in accordance with the Purchased Gas Adjustment
Clause), higher off system sales and other incentive plan revenues of $23.9
million, and higher revenues of $7.3 million attributable to the partial year
effect of the 1999 general rate increase. These factors were partially offset
by lower gas sales volumes arising from the warmer weather and other
variations, which combined total $21.2 million. The 1999 decrease in utility
operating revenues versus the prior year was mainly attributable to: lower
whalesale gas costs of $38.5 million, reduced gas sales volumes [(due to
warmer weather) and other variations, which combined total $22.4 million,
and decreased incentive plan revenues of $13.6 million. Total therms sold
and transported in 2000 were 1,035.2 million compared with 1,025.9 miillon
in 1999 and 1,121.3 million in 1998,

Non-utllity operating revenues increased $17.4 million in fiscal 2000
{from 19989) and $4.0 million in fiscal 1999 (from 1998). The Increase each
year was primarlly due to higher gas marketing sales In both periods by
Laclede Energy Resources, Inc., a wholly-owned nan-utllity subsidiary of
the Company.

Utility operating expenses in fiscal 2000 increased $55.7 million, or
13.5%, from fiscal 1999, and In 1999 decreased $73.0 million, or 15.0%,
from fiscal 1998. Natural and propane gas éxpense increased $48.9 mililon
in fiscal 2000 from fiscal 1959 primarily due to higher rates charged by our
suppliers and higher off system sales gas expense, partially offset by lower
volumes purchased for sendout. In 1999, natural and propane gas expense
decreased $65.5 miliion from 1998 primarily due to lower rates charged by
cur suppliers, reduced volumes purchased for sendout, and lower incentive
plan gas costs. Other operation and maintenance expenses in 2000
increased $2.4 million, or 2.3%, over 1399 principally due to increased
net pension costs, higher group insurance charges, and Increased wage rates.
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These Increases were partially offset by lower provisions for uncollectible
accounts and injuries and damages, reduced charges for maintenance and
distribution and successful ongolng cost-cantrol efforts. Other operation
and maintenance expenses in 1999 decreased $1.6 milllon, or 1.5%, from
1998 principally due to lower net pension costs resulting from the effects
of the settlement reached In the 1998 rate case and cost cutting reductions.
These factors were partially offset by higher wage rates, lower gains applicable
to lump sum pension settlements, and higher provisions for uncollectible
accounts and injurles and damages. Deprectation and amortization expense
in 2000 increased $3.3 million, or 15.3%, primarily due to additional
depreciable property and an increased proportion of amortization related to
shorter-lived property. In 1999, depreciation and amortization expense
decreased $3.8 million, or 15.1%, from 1998 as a result of lower depreciation
rates effective July 1, 1998, authorized in the 1998 rate case. The effect of
lower depreciation rates was partially offset by additional depreciable property.
Taxes, other than Income taxes, increased 2.7% in 2000 compared with
1999 and decreased 4.8% in 1999 compared with 1998. The increase In
2000 was principally attributable to higher gross recelpts taxes {mainly
reflecting increased gas sales revenues). The decrease 1n 1999 {from 1998}
was princlpally attributable to lower gross recelpts taxes (mainly reflecting
decreased gas sales revenues}, the effect of which was partially offset by
higher property taxes.

Non-utility operating expenses Increased $17.0 million in fiscal 2000
{compared with 1999), and increased $4.6 million In fiscal 1999 (compared
with 1998). The Increase in both periods was primarily due to higher gas
expense associated with gas marketing sales by Laclede Energy Resaurces, Inc.

Other Income and income deductions-net increased $1.0 mililon from
1999 and decreased by $1.5 million 1In 1999 compared with 1398, The
changes from year ta year mainly reflect the effect of a one-time $3.2 million
pretax charge recognized in fiscal 1999 resulting from the Companys
minority participation in Clark Enterprises. Clark Enterprises was comprised
of a group of civic-minded St. Louis firms that owned the St. Louis Blues
Hockey team and also financed and operated the Klel Center in downtown
St. Louis, the sale of which was negotlated and completed In September,
1998. This non-recurring charge was partially offset by a pretax gain of
approximately $1.9 million recognized in 1999 by the Company’s wholly-
owned subsidiary, Laclede Development Company, on the sale of praperty
known as Centre Park 40. Laclede Development Company owned its interest
in Centre Park 40 through a real estate partnership.

Interest expense increased $3.4 million, or 16.6%, In fiscal 2000 from
1998 and decreased 3.2% In fiscal year 1999 from 1998. The 2000 increase
was mainly due to increased shart-term Interest expense (reflecting higher
average borrowings and increased rates) and the issuance of $25 million of
7% first mortgage bonds in June 1999. The 3.2% decrease in interest expense
in 1999 {from 1998} was due principally to lower Interest charges on long-term
debt reflecting the net effect of the May 1098 redemption of a 9-5/8% first
mortgage hond Issue of $25 militon and the issuance of $25 million of 7%
first mortgage bonds in June 1999. This decrease was partially offset by
increased short-term tnterest expense due to higher average borrowings.

The reductions in income tax expenses for all periods reported are
mainly due to lower pretax income.

On July 30, 2000, the Company and Union representatives reached a
new four-year labor agreement replacing the prior agreement which was to
explre July 31, 2000. The new contract extends through July 31, 2004. The
settlement resulted in wage increases of 2.75% in all four years, along with
lump-sum payment provisions and other benefit improvements.

REGULATORY MATTERS

At the state level, there have been several important developments
during the fiscal year affecting Laclede, some of which are still pending.
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On December 14, 1999 the Missouri Public Service Commission
{MoPSC or Commisslon) Issued its report and order In the Company's 1999
rate case, in which the MoPSC: (1} approved a partial settlement reached
earlier In the year by the parties on some issues {2) determined certaln con-
tested issues and (3) authorized the Company to Increase Its rates for gas
service by $11.24 million on an annual basis. The new rates and settlement
became effective for service rendered on and after Decernber 27, 1999.
Under the partial settlement, the Company discontinued deferring certain
costs for future recovery As approved by the MoPSC, previously deferred
costs are being recovered, without return on Investrment, effective with
Implementation of the new rates on December 27, 1999. The deferral of
certain costs was eliminated going forward, as expenses associated with
those specific areas are included in the newly approved rates. On May 11,
2000, the Company appealed to the Circuit Court of Cale County, Missauri
the MoPSCs decision on ane of the contested issues mentloned in ltemn (2)
above relating to the calculation of the Company’s depreciation rates. The
Company believes that any decislon on this appeal would not adversely
impact the $11.24 milllon Increase in rates or the Company’s earnings;
however, a favorable declsion, when recognized in the Companys rates,
would be expected to benefit the Company’s cash flow.

Settlement of the Companys 1998 general rate case provided that
rates charged ta the vast majority of the Company’s customers, including all
residential customers, remained unchanged. Also, the settlement allowed
the Company to record, beginning July 1, 1998, substantially reduced
expense levels resulting from the authorization of lower depreclatlon rates

- and changes In the regulatory accounting treatment for the recovery of
pension costs. The MoPSC authorized the continued use of certain cost
deferral mechanisms under which the Company subsequently applied for
future rate recovery of certaln costs. In addition, the MoPSC approved a
similar cost deferral mechanism by which the Campany subsequentty
applied for future rate recovery of certaln costs related to the Company’s
Year 2000 readiness program.

On July 21, 1999, the MoPSC approved a Price Stabitization Program
for the fiscal 2000-2002 heating seasons that authorizes the Company to
purchase certaln financial-instruments to protect itself and its customers
from unusually large Increases in the unregulated cost of natural gas.
Because of unforeseen increases in the cost of such financial instruments,
the Company notifled the MoPSC on June 2, 2000, that it would not be
participating this year in ane of the programs provisions to share in gains
achieved under the program. Laclede also made a filing on July 7, 2000
requesting the approval of certain temporary revisions to the program to
enhance its opportunity to obtain price protection for the Company and
Its customers under current market conditlons. These changes included a
proposed Increase in the amount of funds authorized to purchase financial
Instruments and a reduction in the amount of coverage required by
the program. The Company entered into a Stipulation and Agreement
with the staff of the MoPSC and the Office of the Public Counsel in the
State of Missouri that would allow the Company to exercise its discretion
as to the amount of coverage to obtain, but would not result in an increase
in authorized funds. All other provisions of the program currently in effect
waould remaln unchanged. On September 28, 2000, the MoPSC approved
this Agreement.

Under the Companys Gas Supply Incentive Plan as modified and
approved by the MoPSC effective October 1, 1999 for a one-year period, the
Company continues to share with its customers certain gains and lasses
related to the acquisition of its gas supply assets. Alsa, effective October 1,
1998, Laclede is also permitted to retain all income resulting from sales
made outside s traditional service area. These activities continue to provide
benefits to both the Companys customers and shareholders. Overall cost
savings for Laclede and its customers were $28.9 million in 2000, $28.4
million in 1998, and $31.0 million in 1898. Those efforts resulted in pre-
tax Income to shareholders of $9.6 million In 2000, $5.4 million in 1999,
and $6.4 million in 1998. On February 1, 2000, the Company submitted
a flling with the MoPSC requesting that the Plan be extended beyond
September 30, 2000. On June 8, 2000, the MoPSC issued an order
approving a recommendation made by the Company, staff of the MoPSC
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and cther parties to extend the Gas Supply Incentlve Plan as modified
for another year. As a resuit, the term of the Plan now runs through
September 30, 2001. The partles who recommended an extension of the
Gas Supply Incentive Plan also agreed to cooperate on the development of
a mutually acceptable, multi-year incentive plan that includes a fixed price
mechanism for Implementation once the current plan expires. For addi-
tonal informatlon on the Gas Supply Incentive Plan, see Note 3 of Notes
to Consolidated Financia! Statements on page 28.

ACCOUNTING CHANGES

The Company has adopted Statement of Position {SOP} No. 98-1,
*Accounting for the Costs of Computer Software Developed or Obtained
for Internal Use’, issued by the American Institute of Certified Public
Accountants (AICPA), SOP No. 98-1 provides guldance an accounting for
the costs of computer software devetoped or obtained for Internal use,
tneluding criteria for capitalization of certaln costs. Its adoption in fscal
2000 did not have a significant effect on the Company’s financial position
or restlts of operations.

The Company also adopted Emerging Issues Task Foree {EITF) 98-10,
"Accounting for Energy Trading and Risk Management Activities.” EITF
98-10 requires energy contracts assoclated with trading activities to be
recorded at fair value on the balance sheet, with the changes in fair value
inciuded In earnings. The fiscal 2000 adoption of EITF 98 -10 had no effect
on the Companys financial position or resutts of operations.

The Financial Accounting Standards Board {FASB) issued Statement of
Financlal Accounting Standards (SFAS) No. 133, *Accounting for Derivative
Instruments and Hedging Activities”. This statement establishes accounting
and reporting standards for derivative instruments, including certain derivative
Instruments embedded in other contracts, and for hedge accounting. It
requires that an entity recognize all derlvatives as elther assets or Habilities
in the statement of financial position and measure those instruments at fair
value. SFAS No. 133 requires that changes In the fair value of a derivative
be recognized currently in earnings, unless specific hedge accounting criteria
are met. SFAS No. 133 would have been effective In fiscal 2000, however,
tts effective date was delayed until fiscal 2001 as a result of the issuance of
SFAS No. 137. In June 2000, the FASB issued SFAS No. 138, “Accounting
for Certain Derivative Instruments and Certain Hedging Activities™. This
statement amends portions of SFAS Ne. 133. Among other things, SFAS No.
138 provides an exception for contracts intended for the normal purchase
and normal sale of samething other than a financial instrument or derivative
instrument, for which physical delivery is probable. Same of the Companys
gas supply and transportation contracts are derlvative Instruments as
defined under SFAS No. 133; however, all of these contracts qualify for
the normal purchases and normal sales exception provided by SFAS No.
138. The financial Instruments purchased by Laclede under its Price
Stabllization Program are derivatlve instruments under SFAS No. 133.
These financial instruments are purchased as hedges against significant
increases in the price of natural gas, as approved by the MoPSC, and are
accounted for In accordance with the Company's Purchased Gas
Adjustment Clause. The effect of the Companys adoption of these statements
on Octaber 1, 2000 did not have a significant impact on the Company’s
financial position and resuits of operations as of that date.

INFLATION

The accompanying Financial Statements reflect the historical costs of
events and transactions, regardless of the purchasing pawer of the dollar
at the time. Due to the capital-intensive nature of the Companys business,
the most significant Impact of inflation is on the Company’s depreciation of
utility plant. Rate regulation to which the Company s subject allows recovery
through its rates of only the historical cost of utility plant as depreciation.
While no plans exist to undertake replacements of plant in service other than
narmal replacements and those under existing replacement programs, the
Company believes that any higher costs experlenced upon replacement of
existing facllitles would be recovered through the normal regulatory process.
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LIQUIDITY AND CAPITAL RESOURCES

Cash flow from operations, net of dividend payments, has generally
provided the principal liquidity to meet operating requirements and to
fund the majority of the Companys constructlon program. Any remalning
funding requirements for construction or other needs have heen provided
by long-term and short-term financing. The issuance of long-term Anancing
is dependent on management’s evaluation of need, financial market con-
ditions, and other factors. Short-term financing Is used to meet seasanal
cash requirements and/or to defer long-term financing until market
conditions are favorable.

Short-term borrowlng requirements typlcally peak during colder
months when the Company borrows money ta cover the gap between
when the Company purchases lts natural gas and when the Company’s
customers pay for that gas. These short-term cash requirements have
traditionally been met through the sale of commercial paper supported by
fines of credit with banks.

During fiscal year 2000, the Company had Hnes of credit in place of up
to $150 million. The Company sold commercial paper aggregating to a
maximum of $158.2 million at any one time during the fiscal year, but did
not borrow from the banks under the aforementioned agreements. At this
writing, the Company has agpregate lines of credit totaling $210 million.
Short-term horrowings outstanding at September 30, 2000 were $127.0
million at a welghted average interest rate of 6.6%. Based on short-term
borrowings at September 30, 2000, a change in Interest rates of 100 basls
points would increase or decrease pretax earnings and cash flows by
approximately $1,270,000 on an annual basis.

On June 29, 2000, the Company filed a registration statement with
the Securities and Exchange Commission on Form 5-3 relative to the sale
of up to $350 million of first mortgage bonds, debt securities and common
stock. On August 10, 2000, the MoPSC provided authorization to issue
debt and equity up to this amount. On September 21, 2000, the Company
issued $30 million of first martgage bonds under this authorization with
an interest rate of 7.90%, at an overall cost to the Company of 7.987%.
The bonds were dated September 15, 2000 and mature September 15, 2030.
The proceeds were used to repay shart-term debt. The bonds were rated
Aa3 by Moodys, AA- by Standard & Poors, and A+ by Fitch. The ratings
also apply to the Campanys other outstanding bonds. The amount, timing,
and type of securities under this shelf registration in the future wili depend
on cash requirements and market conditions. :

On June 2, 1998, the Company issued $25 million of first mortgage
bonds with an interest rate of 7%; at an overail cost to the Company of
7.04%. The bonds were dated June 1, 1999 and mature June 1, 2029. The
proceeds were used to repay short-term debt. This issuance exhausted
the Companys shelf registration initially filed in 1993.

On October 21, 1997, the Company issued $25 million of first mortgage
bonds, at an overall cast to the Company of 6.675%. The bonds were
dated October 15, 1937 and mature October 15, 2012. The proceeds were
used to repay short-term debt.

On May 15, 1998, the Company redeemed, at its first opportunity,
$25 milllon of 9-5/8% first morigage bonds due May 15, 2013. The funds
for this redemption were supplied by short-term borrowing agreements.

At September 30, 2000, the Company had fixed-rate long-term debt
totaling $235 million. While these long-term debt Issues are fixed-rate,
they are subject to changes In fair value as market interest rates change.
Hawever, Increases or decreases in fair value would impact earnings and
cash flows only if the Company were to reacquire any of these issues In
the open market prior to maturity.

On May 5, 1999, the Company issued and sold 1,250,000 shares of
its common stock to the public. Net proceeds of $24.1 million were used
to repay short-term debt.

Laclede Pipeline Company, Laciede Gas Companys wholly-owned
subsidiary, operates a propane pipeline that cannects Laclede Gas Companys
propane storage facllitles in St. Louts County, Missourt, to propane supply
terminal facilities located at Wood River and Cahokia, [llinais. In [une 1999,
Laclede Pipeline Campany purchased fram Phillips Pipe Line Company
for approximately $1.4 million a section of existing propane pipeline, which
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completed Laclede Gas Company’s control of all facets of its propane peak
shaving assets allowing greater access to supply markets. Laclede Gas
Company vaporizes the propane to supplement its natura} gas supply and
meet the peak demands on the distribution system. Laclede Pipeline
Company’s previous contract arrangement with Phillips Petroleum Campany,
to provide transportation of propane on an annual basis and that expired
on March 31, 1988, is no longer needed.

Construction expenditures for utllity purposes were $51.6 million in
fiscat 2000 compared with $48.7 million in fiscal 1995 and $47.3 million In
fiscal 1998. The Company expects fiscal 2001 utility canstruction expenditures
to approximate $40 miliion.

Capitalization at September 30, 2000, consisted of 54.5% common
stock equity, .3% preferred stock and 45.2% long-term debt.

The Companys ratlo of earnings to flxed charges was 2.6 for 2000,
2.9 for 1999 and 2.9 for 1998.

It 1s management’s view that the Company has adequate access to
capltal markets and will have sufficient capital resources, bath internal
and external, to meet anticipated capital requirements.

ENVIRONMENTAL MATTERS

The Company ls subject to various enviranmental laws and regulations.
To date they have not materially affected the Company’ financial position
and results of operatlons.

1n the past, the Company operated various manufactured gas plants
which produced certain by-preducts and residuals. With regard to the
Company’s former manufactured gas plant site located in Shrewsbury,
Missourt, the Company and the state and federal environmental regulatory
agencles have agreed upon the actions needed at this site. Those actions
are nearing completion. In the course of recent site grading called for by
the agreement, some site materlals that proved to be manufactured gas
wastes were released into an adjacent stream. The release was contained
and appropriate authorities’ notified. The Company Is dealing with this
develapment as part of the remaining work being done at the site. The
Company currently estimates the overall costs of these actlons will be
approximately $1,521,000. As of September 30, 2000, the Company has
paid $1,000,000 and reserved $521,000 for these actions. If the regulatory
agencies require any additional actions, Laclede will Incur additional costs.

The Company also applied to place the site of a different former
manufactured gas plant in the City of St. Louls, Missouri into the Missourd
Voluntary Cleanup Program (VCP). Laclede ceased its operations at and sold
this site in 1950. Subsequent owners of this site used it as a coke manufac-
turing facility. The Missourt Department of Natural Resources (MoDNR)
accepted the Campanys VCP application. Acceptance provides opportunities
to minimize costs of remediation while maximizing possibilities for site
development. The Company submitted a site characterization report {SCR) to
MoDNR on June 25, 1899. The SCR was accepted subject to the Companys
development of a Remedial Action Plan (RAP} due MoDNR in early calendar
year 2001. The RAP wilt include plans to continue to monitor groundwater.
Surface water sampling and the performance of other remedial measures
will likely sceur during site redevelopment. The Company will continue to
inform MoDNR af site development possibilities as well. The Company
currently estimates that the cost of the site investigations, agency oversight
and related legal and engineering consulting may be approximately
$528,000. Currently, the Company has pald $43B,000 and reserved an
additional $90,000. The Company has requested that other former site
owners and operators participate in the cost of any site investigation. One
former owner and operator agreed to participate in these costs and has
relmbursed the Company to date for $150,000. The Company anticipates
additional relmbursement from this party of approximately $33,000. The
Company plans to seek proportionate reimbursement of alt costs relative ta
this site from any other potentially responsible parties if practicable.

While the scape of costs relative to the site in Shrewsbury will not be
significant, the scope of costs relative to the City of St. Louls site are unknown
and may be material, The Company has notified its insurers that it intends
to seek reimbursement fram them of its costs at both these sites. None of
the Company’ insurers have agreed that its insurance covers the costs for
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which the Company ntends 1o seek reimbursement. The tnajority of the UsiliCarp with up to & billlon cubic feet of natural €28 annuatly - e

{nsurers have cent Laclede letiers ceserving their Tigbts with respect to the equivalent of about 5% of the apnual sendout of Laciede Gas Compafy n
panufactuced g5 plant issues addressed in the Companys natiees 1o a norrmal year = and will manage fuciuations in UiCarp's gas-purchase
them, While some of the & o denled coverage with respect to pirements on 30 as-needed Dasis to satisfy summer power nee

tnese issues. the Caompany €ontinues a seek reimbursement from them. After more ee years of prepacin for any potential year 2000
With regard to (e Sprewshury site, (e dental of caverage will not have any proplerms tat threatened non-compliant compliter ProgFam® ang processes
t mpact ont Company With regard 1o the City of $t. Louts shte the Company met the tusn of the cent withaut incident. {45 computes-
eince the scape of costs relative 0 this site are unkPOWn and may e raterisl, hased systems gperated normally and continue 10 40 50- The Company
the denial of coverage pnay have 2 material impact R the Company incurred total £ostS of approxlﬁmely §20.7 mriliion through Septecnber 30
Previously, the MoPSC approved the Cornpany’s Use of a cost deferral 2000 for replacements and modificasions of various computer systems:
imechantsm fos these coste. Deferral of such costs terminated july 31, 1989, Nearly all of this arnount was capitalized. The Company used funds from
The Commissiat authortzed previously deferred cosis 1o e Inchuded in FALES internally generated cash flows and short-term porrowings 10 P2y these
wiihout reurn oo jrwestment and armortized over 2 fifteen-year petiod, casts, In the 1998 rate case. the MoPSC autharized Laciede 1@ capitalize
effective with the jmplementatian of pew £ates on per 77, 1998 Any the expenses incurred 10 connection with enaking its information systerns
subsequent COSts 3 being charged © expense, the offects of which are offset, ready fos ye&l 2000 operations- The MaBSC aise authorized Laciede ©
more or less. by 2 predetermlned level of costs included in the new rates. defer apy interim praperty 12%. depreciation of castylng cost expenss that
1t Incurt anection with these capitaand ytems. As 2 resuit of the

OTHER MATT ERS 1800 rate CBSE, nowever deferral of these costs ceased Decesnber 27

On October 28, 2000, the Company announced 15 intention, subject
to receipt of the necessary appmvals, tq roorganize 115 corporate structure
1o farm a halding company knows as The Laclede Group. Tne. As a result
of the rearganization. The Laclede Group. Inc. would become 3 holding
company ander the Public Uritity Holding Company Act of 1935 but
would be exempt famm all provisions of the Act excep! Sectian a(=){2)

e included 1o Fates {withput retun on snvestment) and amortized OV &
fifteen-year period offective with the implementation of new raes o0
Decernber 27,1899,

FORWARD—LOOKING STATEMENTS

tnerecf. Laclede Cas Is taking the necessary steps 10 abtain reguiatory and Certair statesents i this Anpual Report are farward-lookiDg staternents
shareholder approvals and filed a registeation statement on Fortn §-4 with made based upon the Campanys axpectations and bellefs concerning
the Securities and Exchange Comsmission on Ocrober 27, 2000. Undet the future developments and thetr potertial offect an Laclede- These statements.
pew Struciure. Laclede Gas Company 25 the regulated utility, and the sub- nowever, da not include financid satements and othel staterments of
sidiaries 1 cucrently holds. would become subsidtaries of The Lactede nistoricel fact. The farward-loaking statements may e dentified DY the
Group. Inc- Fven after forming & holding campany: the profile aof Lariede use of such terms as “anticipate.” *peligve, *ostimate, 'expect." “ntend,”
Cas’ regulated distribution business 3 expected 10 rerain substantally the “plan,’ ~geél and similas expressions. Future devetopments Y not be
same. At the Januacy 95, 2001 anpual meeting, shareholders of record on 1n 2ccordance with the Companys expertations O beliefs and the effect
December 11, 2000 wiil vote an this pro " of future developrments ot Laclede may not be those anticipated. Amang
{n October 1999, {he staff of e MoPSC recomsmended that the the factors that ey cause actual resulis © ayffer matectally from those
Company credit tatepayers with $2.5 million of pretax incamé the contemplated in 20¥ farward-leoking staternents are:
Cornpany had realized tn fiscal 1997 and fiscal 1008 in connection with its « weather copditions and catastrophlc avents
rreatraent of a 825 supply conteact under the operatian of the Company’s « changes i transportatian and gas supply ¢S of availability
Gas Supply Incentve Plan. On August 1. 2000, the MoPSC issued IS report + regulatory actior® and initiatives of federal and state regulatory 3geT
and order 0 which # rejected staffs proposal and getermined that 10 clies, some of which could be retroactive, including those affs .
adjustment chould be made 1© the amounts retained by the Company _ financings
under its Gas Supply Incentive Plan. _ glipwed rates of retuen
On QOctober 30, 1998, the MoPSC issued an arder opening 3 docket _ jngentive ragulation

addressing the adequaty of Larledes cappet sarvice ling replacement

— sndustry and t3te struciure
program. On February 18, 2000, the staff of the MaPSC. the affice of Public

- purchased gas adjustment provistans

Caunsel in the State of Missouri and the Company filed 2 Joint sestlerment _ tranchise senewdl
gerting forth a replacement schedule recommendation- Sych setilement was _ environmental of safety requirements
approved Y the MoPSC on May 18, 2000. The Company currently hes « the effects of any fndustry of corporate restructuring
completed one phase and continues to proceed 19 cormnpliance with the « the results of Ltigation
appraved progranm. Costs assaciated with the program are elther being « conservatian efforts of our custamers
deferved through 8 deferral mechanisht approved by e MoPSC or capitalized . pconomic factors such as changes I the conditiors of capital
thraugh the narmal course of business. (e lawsuit iwvalving 2 claim for arkets, Interest cales and rates of inflation
wrongiul death and punitive damages has beedt setiled, the effect of which « ipabiiity to retain existing Customess or to atiract new customers
s not significant and has been fully provided for 0 the current year « zhility to obtald punds from operations o the sale of debt oF
On Aprit 6, 1899, voters In Wenizville, Missourl. in western St. Charles aquity to finance precessary capital expenditures and athel
County, grantedlaclede, byadtod margin, a 20-yea pon-exclusive franchise nvestments
to provide qatural gas service 1o much of sthe Y south of Intersiaie 70, « employee worlk force 1ssues
west of Lake 3t Louis. This wil allow Laclede t0 ontinue expansion of ts « statutory or 8% changes
service erriary in areas where the Compaty anticipates significant growih + changes In accounting st
to oceur during the next few years- The Campany recelved the MoPSCs Tre Company dges not, by inclu mg;atemm,assumeany chligation
approval 10 serve 5peciﬁcally this portion of Wentzvilte, 38 well as currently 1o feview Of revise any particular forward-iooking staternent referenced

- pereln in 1ight of future events.
In Japuary 2000, Laclede Energy Resources. 1nc.. LER) finalized 8

pauli-year arrangement with UtiliCotp United. Inc. (UsiCorp) to provide
a significant portiof of the g&s suppty for @ patural gRs fired power plant
currently under construction 10 Pieasant Hitl Missourd. The four-year
agreement 15 scheduled to 89 into effect June 1, 2001 LER will provide
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CONSOLIDATED FINANCIAL DATA
{Thousands Except Per Share Amounts) ‘

Fiscal Years Ended September 30 2000 1999 1998
Summary of Operations
Operating Revenues: -
Utility Operating reVenuUeS. . . . . ..o vvernnennnn e rennnn. $531.,152 $473,710 $548,192
Non-utility operating revenues . .. ......................... 34,976 17,608 13,651
Total operating revenues 566,128 491,318 561,843
Operating Expenses:
Utility operating expenses:
Natural and propane gas . . ... .. voov e 295,263 246,350 311,869
Other operation EXPENSeS . « . « . oo cvvvreian e 87,063 83,762 86,183
Maintenance . . ... ... it e 18,644 19,583 18,720
Depreciation and amortization . . .. ........... .. .. ... .. 24,774 21,490 25,310
Taxes, other than incometaxes. . . ...................... 42,799 41,669 43,782
Totat utility operating expenses 468,543 412,854 485,864
Non-utility operating eXpenses . .............ccuovuuenioo... 34,269 17,245 12,659
Total operating expenses 502,812 430,099 498,523
OperatingIncome . . . ... .. ... i 63,316 61,219 63,320
Allowance for Funds Used During Constructionn. .. .. ............. 397 739 609
Other Income and Income Deductions—Net . ... ................ 365 {942) 674
Income Before Interest and Income Taxes . . .. .................... 64,078 61,016 64.603
Interest Charges:
Interest on long-termdebt. ... ....... ... ... . .. .. 15,164 13,966 14,797
Other interest charges . . .. .. .o v in v e i n s 8,844 6,627 6,473
Total interest charges 24,008 20,583 21,270
Income Before Income Taxes . .. ... .. .. ... ... .. L. 40,070 40,423 43,333
Income Taxes (Note 8). .. .. ... .. 14,105 14,361 19,441
Income Befare Cumulative Effect of Change in Accounting. . ... ... .. 25,965 26,062 27,892
Cumulative Effect of Change in Accounting. . ... ................. — — —
NetIncome. ... ... ... . .. .. . 25,965 26,062 27,892
Dividends on Preferred Stock . ... ........ ... L 93 97 97
Earnings Applicable to Common Stock . .. ...................... $ 25,872 $ 25,965 $ 27,793
Earnings Per Share of Common Stock:
Before Cumulative Effect of Change in Accounting. . ........... $1.37 $143 $1.58
Cumulative Effect of Change in Accounting . .. ............... - — e
Total $1.37 $143 $1.58
Dividends Declared ~ Common Stock . .. ... ... .. ... ... ...... $ 25,297 $ 24,459 $ 23,229
Dividends Declared Per Share of Common Stock . .. ............... $1.34 $1.34 $1.32
Utdlity Plant
Gross Plant-End of Period . ... ... ...... ... .. ... ... .. ..... $921,378 $876,431 $835,923
NetPlant - End of Periad . . . ... .. ... .. ... . .. . . 548,833 519,378 490,682
Construction Expenditures. . .. ........ ... ... ... ... .. ...... 51,635 48,698 47,254
Property Retirtements. ... ..., 6,663 8,190 6.205
Total Assets . .. . ... ... ... $931,740 $837,664 $777.291
Capitalization —~ End of Period
Common Stock and Paid-In Capital . . .. ......... ... ........... $106,579 $106,570 $ B2.460
Retained Earnings . ... ... ... ... .. ... .. ... ... ... ...... 200,423 199,848 198,342
Accumulated Other Comprehensive Income. . ... .. .............. — (77 —
Treasury StOCK. . . oL oo (24,017) (24,017 (24,017)
Comman stock equity 282,985 282,324 256,785
Redeemable Preferred Stock. . . ............ .. .. .. .. ... ..... 1,763 1,923 1,960
Long-Term Debt. .. ... ... . 234,408 204,323 179,238
Total capitalization $519,156 $488,570 $437,983
Shares of Common Stock Qutstanding - End of Period. . ... .. ... ... 18,878 18,878 17,628
Book Value Per Share. .. .......... ... .. ... ... .............. $14.99 $14.96 $14.57




1997 1996 1995 1994 1993 1992 1991 1990
$607,236  $560684  $432628  $525788  $504,601 $418,731 $439,045  $476,205
8.494 32,494 2.780 2,489 2,318 2,140 1,289 1,705
615,730 593,178 435,408 528,217 506,919 420,871 440,334 477,910
357,755 319,595 221,533 309,979 291,167 235,646 254,373 297,112
90,778 84,956 80.655 84,979 81,108 73615 73.887 71,751
18,273 18,232 17,547 18,406 16,724 15,416 14,329 14,919
25,890 25,015 23,676 19,332 18,704 18,033 17,048 16,399
46,543 44,995 40,537 42,634 41,068 35,340 35,295 36,964
539,239 492,793 383,948 475,330 448,771 378,050 394,932 437,145
7,547 30,587 2,000 2,086 2,001 2,025 1,556 162
546,786 523,380 385,948 477416 450,772 380,075 396,488 438,771
68,944 69,798 49,460 50,861 56,147 40,796 43,846 39,139
367 17 247 203 186 377 156 126

597 (647) (150) 185 1112 1,160 1,690 (4,276)
69,908 69,168 49,557 51249 57,445 12,333 45,692 34,989
14,169 13,939 12,544 12,626 14,415 13,803 13,062 12,222
4,919 4,008 5,983 3,768 1,798 1,811 1,524 1,081
19,088 17,947 18,527 16,394 16,213 15,614 14,586 13,303
50,820 51,221 31,030 34,855 41,232 26,719 31,106 21,686
18,354 18,397 10,129 12,638 16,065 8,445 11,076 4,783
32,466 32,824 20,901 22,217 25,167 18,274 20,030 16,903
— — — — — — — 1,650
32,466 32,824 20,901 22,217 25167 18,274 20,030 18,553
97 97 97 97 o7 97 97 99

$ 32360 § 32727 S 20804 § 22,120 __§ 25070 ___§ 18.177 § 19933 5 18454
$1.84 $1.87 $1.27 $142 $161 $1.17 $1.28 $1.08

— — — — — — — 10

$1.84 SL87 $1.27 $142 $161 $1.17 $1.28 $1.18

$ 22825  $ 22079  $20538  § 19054  $ 18938 $ 18,703 $ 18703  § 18396
$1.30 $1.26 $1.24 $122 $1.21% $1.20 $1.20 $1.18
$794,901  $782,235  $747,820  S$TiL712  $679,762 $645,736 $607.447  $574,359
467,678 452,270 434,384 411,683 390,832 367,293 339,323 316,284
42,842 41,267 45,847 39,193 40,880 44,660 38,201 29,215
6,241 6,506 9,199 6,757 6,135 5,693 5,196 3,171
$726,568  $695204  $642534 . $613799  $520,784 $475,662 $506,187  $441,732
$ 80628  $80628  $ 77686  § 45638  $ 43,702 $ 43,702 $ 43702 $ 43701
193,776 184,232 173,584 173,318 170,252 164,120 164,646 163,416
(24,017) (24.017) (24.017) (24,017) (24,017) (24.017) (24,017) (24,017)
250,387 240,843 227,253 194,939 189,937 183,805 182,331 183,100
1,960 1,960 1,960 1,960 1,960 1,960 1,960 1966
154,413 179,346 154,279 154,211 165,745 146,640 164,822 129,813
$406,760 __ $422,149 3383492 $351.110 ___ $357,642 $332.405 $351,113 ___ $314.879
17,558 17,558 17,420 15,670 15,586 15,586 15,586 15,586
$14.26 $13.72 $13.05 $1244 $12.19 $11.79 $11.83 $11.75
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STATISTICS

Fiscal Years Ended September 30 2000 1999 1998
Utility Operating Revenues (Thousands of Dollars):
Residential. . .. .o\ v oot ittt e e $ 346,159 $ 324,115 $365,768
Commercialand Industrial . .. ............ ... o 123,578 112.850 132,504
Interruptible. . . ... ... 1,922 1,808 2,254
Transportation . . .. . ... i e 13,722 14,132 12,734
Off System and Other Incentive. . .. ... ... ... ... ... oo 40,163 16,216 290,852
Exploration and Development. .. .. ... .. ... ... i, — —_ —
Provisions for Refundsand Other. . .. ... .. ... .. . .. . . . ciiiiu.. 5,608 4,549 5,080
Total utility operating revenues $531,152 $ 473,710 $548,192
Therms Sold and Transported (Thousands):
Restdential. . .. ... oottt et e e 495,494 530,919 560,732
Commercial and Industrial . . ... .......... ... ... ... ... 228,311 245,138 259,205
Interruptible. . ... .................. R 4,428 5.643 5,838
Transportation . . ... ... . o e e 187,866 188,580 190,811
Systern therms sold and transported 916,099 970,280 1,016,586
O SySIBIM . L. L e e 119,053 55,655 104,763
Total therms sold and transported 1,035,152 1,025,935 1,121,349
Customers - End of Period
Residential. . . ... ... .. i e 586,783 582,719 977,224
Commercial and Industral . . .. ... ....... ... ................ 39,419 39,041 38,519
Interruptible. .. ... e 14 13 15
TranSPOrTAtON . . . .« o et e e 154 165 149
Total customers 626,370 621,928 615,907
Average Use and Revenue (Based on Average Montth Use):
Use Per Customer ~ Therms:
Residential, without heat. . . ... ........ . v nnnnn. 316 329 332
Residential, withheat. ... .. ... .. ... .. .. ... ... .......... 843 910 969
Revenue Per Customer:
Residential, without heat. .. ......... ... .. ............... $ 316.63 $ 29435 $ 31379
Residential, withheat . . ... ... .. .. .. ... . ... 587.51 554.53 630.64
Gas Statistics (Millions of Therms):
Produced. .. .. ... ... e 2 2.6 3
Natural Gas Purchased and Received for Transportation. . ... ........ 939.1 1,003.0 1,048.6
Withdrawn from Storage. . .. ... . e i 231.7 240.1 221.2
Total system receipts 1,171.0 1,245.7 1,270.1
Less:
Usedby Company. . ... .. ... i a 8 9
Deliveredto Storage. . . ... ...t i e 234.0 250.0 2343
Unaccounted For. .. . ... ... .. ... .. . . 20.2 24.5 18.3
System therms sold and transported 916.1 870.3 1,0166
Peak Day System Sendout . .. ...... ... . ... ... ... .. ..., 8.4 10.5 8.8
Mean Temperature (F)onPeak Day. ... ..... ... ... ...... .. ... .. 2r K 147
Estimated Systern SendoutonZeroDay. ... ......... ... ... .. .. 111 11.3 114
Degree Days. . . ... i 3,933 4,140 4,404
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1987 1996 1995 1994 1993 1992 1991 1990
$395,250 $376,818 $302,770 - $363,058 $348,494 $281,325 $300,112 $297.269
152,222 145,466 109,270 142,042 136,462 117,744 128,919 150,440
2,098 2,035 1,655 1,966 2,455 2,684 3,937 11,193
13042 15,375 13,211 14,898 11,437 12,431 16,517 9,782
34,288 11,640 — — — — — —
1,273 856 1,447 1,600 1.488 1,392 1,451 1,262
9.063 8,494 4,275 2,224 4 265 3,155 (11,891 6,259
$607,236 $560,684 $432.628 $525,788 $504,601 $418,731 $439,045 $476,205
606,327 642,367 541,781 610,858 619,055 547,964 547,458 562,963
296,222 300,477 256,905 . 289,168 293,211 275,983 275,005 333,060
5718 5,766 5.692 5,760 6,803 7.848 11,173 30,585
176,622 186,400 173,735 - 164,318 161,041 139,697 130,886 68,441
1084 889 1,144,010 978,113 1,070,104 1,080,110 971,492 964,522 995,049
126,149 33,101 — — — — — —
1,211,038 -L177,111 978,113~  1070,104 1080,110 071,492 064,522 995,045
572,794 569,818 566,421 558,225 555,467 552,141 547,322 545,344
37,885 37,735 37,409 36,684 36,514 36,241 35,975 35,696
I6 16 16 14 13 17 19 28

142 130 129 124 115 107 102 89
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Board of Directors

ANDREW B. CRAIG, Il
Retired, Chairman of the Board
NationsBank Corporation
St.Louis (Banking)

DR. HENRY GIVENS, }R.
President

Harris-Stowe State College
St. Louis (Education)

C. RAY HOLMAN
Chairman of the Board and
Chief Executive Officer
Mallinckrodt Inc.

St. Louis {Global medical
products company)

ROBERT C. JAUDES
Retired, Chairman of the Board
and Chief Executive Officer

MARY ANN KREY VAN LOKEREN
Chairman and Chief Executive Officer
Krey Distributing Co.

St. Louis

(Wholesaler of beverage products)

W. STEPHEN MARITZ

Vice Chairman, President and
Chief Executive Officer

Maritz Inc.

St.Louis {(Performance
impfovement, marketing research
and travel services)

WILLIAM E. NASSER
Chairman of the Board
Enchira Biotechnology Corp.
Woodlands, Texas
(Biotechnology for the refining
and oil production industries)

ROBERT P. STUPP
President and

Chief Executive Officer

Stupp Bros., Inc.

St. Louis

(Fabricators of iron and steel)

H. EDWIN TRUSHEIM

Retired, Chairman of the Board
General American Life Insurance Co.
St. Louis (Insurance)

DOUGLAS H. YAEGER
Chairman of the Board,
President and Chief Executive Officer

Chairman Emeritus

LEE M. LIBERMAN
Retired
Former Chairman of the Board

A

] @
Officers
DOUGLAS H. YAEGER MARVIN E. MCMILLIAN
Chairman of the Board, Vice President

President and Chief Executive Qfficer

GERALD T. MCNEIVE, JR.
Senior Vice President
Finance and General Counsel

KENNETH ). NEISES
Senior Vice President
Energy and Administrative Services

RALPH L. RUSSELL
Senior Vice President
Chief Operations Officer

MUAWIYA A. HUNEIDI
Vice President
Information Systems

Human Resources

JOHN MOTEN, JR.
Vice President
Community Relations

PETER J. PALUMBO, JR.
Vice President
Industrial Relations

JIM G. SMITH
Vice President
Operations

JAMES A. FALLERT
Controller

RONALD L. KRUTZMAN
Treasurer and Assistant Secretary

MARY CAOLA KULLMAN
Secretary and Associate Counsel

PAUL B.HUNKER, ]R.
Assistant Vice President
Associate General Counsel

MICHAEL C. PENDERGAST
Assistant Vice President
Associate General Counsel

R. LAWRENCE SHERWIN
Assistant Vice President
Regulatory Administration

MICHAEL R. SPOTANSKI
Assistant Vice President
Finance

LYNN D. RAWLINGS
Assistant Treasurer
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SHAREHOLDER
INFORMATION

Annuai Meeting

The annual meeting of shareholders
of Laclede Gas Company will be
held at Marriott’s Pavilion Hotel,
One Broadway, St. Louis, Missouri,
10 a.m. Thursday, January 25, 2001.
In connection with this meeting,
proxies will be solicited by the
Management of the Company. A
notice of the meeting, together with
a proxy statement and a form of
proxy, will be mailed on or about
December 15, 2000 to shareholders
of record December 11, 2000.

10-K Report Available

Shareholders may obtain a copy
of the Company's current Annual
Report filed with the Securities
and Exchange Commission (SEC)
on Form 10-K by writing to the
Secretary, Laclede Gas Company,
220 Olive Street, St. Louis. Missouri
63101. Shareholders also may
access it on the Company's website
at www.lacledegas.com. There are
no accounting differences between
the financial statements presented
in this Annual Report and those in
the Form 10-K report, but the Form
10-K report does provide certain
supplemental information as requjred
by SEC regulations.

E.x'ecu.{fveOiffces

720 Olive Street
St. Louis. Missouri 63101
Telephone: (314) 342-0300

Transfer Ageit
and Registrar
Transfer Agent and Registrar for

Preferred Stock. Series Band G,
and Common Stock:

UMB Bank, National Assoclation
Securities Transfer Division

PO. Box 410064

Kansas City, Missouri 64141-0064
1-800-884-4223

§1 Par Common Stock listed on
New York Stock Exchange and
Chicago Stock Exchange

LACLEDE GAS COMPANY AND SUBSIDIARY COMPANILES

Diviclend Reinvestment
and Stock Plurchase Flan

The Company’s Dividend
Retnvestment and Stock Purchase
Plan provides common shareholders
the opportunity 1© purchase addi-
rional Laclede common stock by
automatically reinvesting dividends
and by malking additional cash
payments. Shareholders who are
interested in obtaining more infor-
mation, including an enroliment card,
may write or call:

UMB Bank, National Association
Securities Transfer Division

PO. Box 410064

Kansas City, Missouri 64141-0064
1-800-884-4225
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