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Utilities

Utility and Infrastructure Daily
Comments on SR
 
Our Call
Quick thoughts from Wells Fargo Securities, LLC Utility & Infrastructure Team:

Utilities

Spire, Inc. (SR/Equal Weight) (Akers) — On 11/3 (during market hours), the Missouri
PSC provided clarication on the correct short-term debt adjustments to Spire MO’s
capital structure, which appear to support an equity ratio of 50.5%. This represents a 20
cent EPS delta relative to the company and Sta position of 54.28%. Separately, the PSC
ordered that the company stop capitalizing future non-operational overhead costs. It is
our understanding that this would result in those costs owing instead through O&M,
which presents an unquantied EPS risk assuming the costs cannot be deferred. This may
be more of a temporary issue should the Sta audit ultimately support the capitalization
of the costs, but it contributes to further downside risk heading into the ’22 guidance
update. Aside from the near-term earnings risk associated with the clarications, we note
that the confusion at the end of the case and the ultimate adoption of an equity ratio
that is nearly 3% below the Sta recommendation likely serves to undermine investors’
condence in the MO regulatory environment.
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Acronyms

PSC - Public Service Commission

Spire Inc. (SR/$3.5B Market Cap) 11/3/21 closing price: $63.18

Source: FactSet, Wells Fargo Securities, LLC
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Price Target Basis and Risk
Price Target for SR: $78.00

Our $78/sh price target is primarily based on our P/E multiple analysis (16.5X on our '23E EPS - multiple reects a 7-9% discount to the
'22 Gas LDC peer group median of 18X given below-average credit metrics and non-utility exposure).

Risk for SR

Key downside risks include negative regulatory developments (pending MO rate case), unfavorable market dynamics in the company's gas
marketing business, and safety/incident risks inherent in storing and delivering a combustible fuel. Upside risks include meaningful growth
at the gas marketing operations (including cash ow generation to oset equity needs), better-than-expected regulatory outcomes
and additional infrastructure growth opportunities (acceleration of pipe replacement programs and/or new redundancy/supply diversity
projects).

Investment Thesis
SR
We like SR's 10+ year gas pipe replacement inventory and timely recovery of investments, along with other gas infrastructure investment
opportunities. Our Equal Weight rating primarily reects valuation considerations.
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Required Disclosures

I, Sarah Akers, certify that:
1) All views expressed in this research report accurately reect my personal views about any and all of the subject securities or issuers discussed; and

2) No part of my compensation was, is, or will be, directly or indirectly, related to the specic recommendations or views expressed by me in this research report.

Wells Fargo Securities, LLC does not compensate its research analysts based on specic investment banking transactions. Wells Fargo Securities, LLC’s research
analysts receive compensation that is based upon and impacted by the overall protability and revenue of the rm, which includes, but is not limited to investment
banking revenue.

Additional Information Available Upon Request

Spire Inc. Rating History as of 11-02-2021
powered by: BlueMatrix
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Closing Price Price Target

Initiation (I); Drop Coverage (D); Overweight (BUY); Equal Weight (HOLD); Underweight (SELL); Suspended (SR); Not Rated (NR); No Estimate (NE)

Wells Fargo Securities, LLC and/or its aliates, have benecial ownership of 0.5% or more of any class of the common stock of Spire Inc..

Wells Fargo Securities, LLC, or its aliates received compensation for investment banking services from Spire Inc. in the past 12 months.

Wells Fargo Securities, LLC, or its aliates intends to seek or expects to receive compensation for investment banking services in the next three months from an
aliate of Spire Inc..

Wells Fargo Securities, LLC, maintains a market in the common stock of Spire Inc..

Spire Inc. currently is, or during the 12-month period preceding the date of distribution of the research report was, a client of Wells Fargo Securities, LLC. Wells
Fargo Securities, LLC, provided non-investment banking securities-related services to Spire Inc..

Wells Fargo Securities, LLC and/or its aliates, have benecial ownership of 1% or more of any class of the common stock of Spire Inc..

Wells Fargo Securities, LLC, or its aliates, managed or co-managed a public oering of securities for Spire Inc. within the past 12 months.

Wells Fargo Securities, LLC, or any of its aliates, intends to seek or expects to receive compensation for investment banking services from Spire Inc. in the next
three months.

Wells Fargo Securities, LLC, received compensation for products or services other than investment banking services from Spire Inc. in the past 12 months.

Spire Inc. currently is, or during the 12 month period preceding the date of distribution of the research report was, a client of Wells Fargo Securities, LLC. Wells
Fargo Securities, LLC, provided investment banking services to Spire Inc..

Wells Fargo Securities, LLC, or its aliates has a signicant nancial interest in Spire Inc..

STOCK RATING
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1=Overweight: Total return on stock expected to be 10%+ over the next 12 months. BUY

2=Equal Weight: Total return on stock expected to be 0-10% over the next 12 months. HOLD

3=Underweight: Total return on stock expected to lag the Overweight- and Equal Weight-rated stocks within the analyst's coverage universe over the next 12
months. SELL

As of November 3, 2021
55.3% of companies covered by Wells Fargo Securities, LLC Equity Research are rated Overweight.
35.2% of companies covered by Wells Fargo Securities, LLC Equity Research are rated Equal Weight.
9.5% of companies covered by Wells Fargo Securities, LLC Equity Research are rated Underweight.
Wells Fargo Securities, LLC has provided investment banking services for 55.5% of its Equity Research Overweight-rated companies.
Wells Fargo Securities, LLC has provided investment banking services for 44.3% of its Equity Research Equal Weight-rated companies.
Wells Fargo Securities, LLC has provided investment banking services for 35.8% of its Equity Research Underweight-rated companies.

Important Disclosure for U.S. Clients

This report was prepared by Wells Fargo Securities Global Research Department (“WFS Research”) personnel associated with Wells Fargo Securities and Structured
Asset Investors, LLC (“SAI”), an investment adviser subsidiary of Wells Fargo & Co. If you are paying directly for this research, it is being provided by SAI. For all other
recipients in the U.S. this report is being provided by Wells Fargo Securities.

Wells Fargo Securities’ research department may, from time to time, provide clients with short-term trading views in its research reports regarding subject
companies on which Wells Fargo Securities currently has equity research coverage. A short-term trading view oers a view on how the market price of a subject
company’s common equity may trend in absolute terms during the 30 days following the date of the short-term trading view. A short-term trading view on
a subject company’s common equity does not impact our fundamental investment rating or price target for that company, which reect our view of how the
subject company’s common equity may perform over a one-year period. A short-term trading view may reach a dierent conclusion than the rm’s fundamental
investment rating and price target for a subject company and, therefore, short-term trading views could result in short-term price movements that are contrary
to our fundamental investment rating and price target. Short-term trading views are not ratings and the rm does not intend, nor undertakes any obligation, to
maintain, update or close out short-term trading views. Short-term trading views may not be suitable for all investors and have not been tailored to individual
investor circumstances and objectives, and investors should make their own independent decisions regarding any short-term trading views discussed in Wells Fargo
Securities research reports.

Important Disclosure for International Clients

United Kingdom – The securities and related nancial instruments described herein may not be eligible for sale in all jurisdictions or to certain categories of
investors. For recipients in the United Kingdom, this report is distributed by Wells Fargo Securities International Limited (“WFSIL”). WFSIL is a UK incorporated
investment rm authorised and regulated by the Financial Conduct Authority. For the purposes of Section 21 of the UK Financial Services and Markets Act 2000
(the “Act”), the content of this report has been approved by WFSIL, an authorised person under the Act. WFSIL does not deal with retail clients as dened in the
Directive 2014/65/EU (“MiFID2”). The FCA rules made under the Financial Services and Markets Act 2000 for the protection of retail clients will therefore not apply,
nor will the Financial Services Compensation Scheme be available. This report is not intended for, and should not be relied upon by, retail clients.

EEA – The securities and related nancial instruments described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. For
recipients in the EEA, this report is distributed by WFSIL or Wells Fargo Securities Europe S.A. (“WFSE”). WFSE is a French incorporated investment rm authorized
and regulated by the Autorité de contrôle prudentiel et de résolution and the Autorité des marchés nanciers. WFSE does not deal with retail clients as dened in
the Directive 2014/65/EU (“MiFID2”). This report is not intended for, and should not be relied upon by, retail clients.

Australia – Wells Fargo Securities, LLC, Wells Fargo Securities International Limited and Wells Fargo Securities Asia Limited are exempt from the requirements to
hold an Australian nancial services license in respect of the nancial services they provide to wholesale clients in Australia. Wells Fargo Securities, LLC is regulated
under the laws of the United States, Wells Fargo Securities International Limited is regulated under laws of the United Kingdom, and Wells Fargo Securities Asia
Limited is regulated under the laws of Hong Kong. All such laws dier from Australian laws. Any oer or documentation provided to Australian recipients by Wells
Fargo Securities, LLC, Wells Fargo Securities International Limited or Wells Fargo Securities Asia Limited in the course of providing the nancial services will be
prepared in accordance with the laws of the United States, United Kingdom or Hong Kong and not Australian laws.

Canada – This report is distributed in Canada by Wells Fargo Securities Canada, Ltd., a registered investment dealer in Canada and member of the Investment
Industry Regulatory Organization of Canada (IIROC) and Canadian Investor Protection Fund (CIPF). Wells Fargo Securities, LLC’s research analysts may participate in
company events such as site visits but are generally prohibited from accepting payment or reimbursement by the subject companies for associated expenses unless
pre-authorized by members of Research Management.

Hong Kong – This report is issued and distributed in Hong Kong by Wells Fargo Securities Asia Limited (“WFSAL”), a Hong Kong incorporated investment rm
licensed and regulated by the Securities and Futures Commission to carry on types 1, 4, 6 and 9 regulated activities (as dened in the Securities and Futures
Ordinance (Cap. 571 The Laws of Hong Kong), “the SFO”). This report is not intended for, and should not be relied on by, any person other than professional
investors (as dened in the SFO). Any securities and related nancial instruments described herein are not intended for sale, nor will be sold, to any person other
than professional investors (as dened in the SFO). The author or authors of this report is or are not licensed by the Securities and Futures Commission. Professional
investors who receive this report should direct any queries regarding its contents to Kelly Chiang and Mandy Wan at WFSAL (email: wfsalresearch@wellsfargo.com).

Japan – This report is distributed in Japan by Wells Fargo Securities (Japan) Co., Ltd, registered with the Kanto Local Finance Bureau to conduct broking and dealing
of type 1 and type 2 nancial instruments and agency or intermediary service for entry into investment advisory or discretionary investment contracts. This report
is intended for distribution only to professional investors (Tokutei Toushika) and is not intended for, and should not be relied upon by, ordinary customers (Ippan
Toushika).
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The ratings stated on the document are not provided by rating agencies registered with the Financial Services Agency of Japan (JFSA) but by group companies
of JFSA-registered rating agencies. These group companies may include Moody’s Investors Services Inc., Standard & Poor’s Rating Services and/or Fitch Ratings.
Any decisions to invest in securities or transactions should be made after reviewing policies and methodologies used for assigning credit ratings and assumptions,
signicance and limitations of the credit ratings stated on the respective rating agencies’ websites.

About Wells Fargo Securities

Wells Fargo Securities is the trade name for the capital markets and investment banking services of Wells Fargo & Company and its subsidiaries, including but not
limited to Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of NYSE, FINRA, NFA and
SIPC, Wells Fargo Prime Services, LLC, a member of FINRA, NFA and SIPC, Wells Fargo Securities Canada, Ltd., a member of IIROC and CIPF, Wells Fargo Bank, N.A.
and Wells Fargo Securities International Limited, authorized and regulated by the Financial Conduct Authority.

This report is for your information only and is not an oer to sell, or a solicitation of an oer to buy, the securities or instruments named or described in the
report. This report, including any ratings it contains, should not be considered a recommendation tailored to a particular investor with respect to (i) the security or
securities or (ii) any investment strategy or strategies discussed in the report. Interested parties are advised to contact the entity with which they deal, or the entity
that provided this report to them, if they desire further information or they wish to eect transactions in the securities discussed in this report. The information
in this report has been obtained or derived from sources believed by Wells Fargo Securities Global Research Department (“WFS Research”), to be reliable, but
WFS Research does not represent that this information is accurate or complete. Any opinions or estimates contained in this report represent the judgment of
WFS Research, at this time, and are subject to change without notice. Certain text, images, graphics, screenshots and audio or video clips included in this report
are protected by copyright law and owned by third parties (collectively, “Third Party Content”). Third Party Content is made available to clients by Wells Fargo
under license or otherwise in accordance with applicable law. Any use or publication of Third Party Content included in this report for purposes other than fair use
requires permission from the copyright owner. Any external website links included in this publication are not maintained, controlled or operated by Wells Fargo
Securities. Wells Fargo Securities does not provide the products and services on these websites and the views expressed on these websites do not necessarily
represent those of Wells Fargo Securities. Please review the applicable privacy and security policies and terms and conditions for the website you are visiting.
All Wells Fargo Securities and SAI research reports published by WFS Research are disseminated and available to all clients simultaneously through electronic
publication to our internal client websites. Additional distribution may be eected via email, fax or regular mail. Clients may also receive our research via third party
vendors. Not all research content is redistributed to our clients or available to third-party aggregators, nor is WFS Research responsible for the redistribution of
our research by third party aggregators. Equity Strategists focus on investment themes across the equity markets and sectors. Any discussion within an Equity
Strategy report of specic securities is not intended to provide a fundamental analysis of any individual company described therein. The information provided in
Equity Strategy reports is subject to change without notice, and investors should not expect continuing information or additional reports relating to any security
described therein. Wells Fargo Securities’ Signature Picks is a product of the Equity Strategy team and represents a portfolio of stocks selected from the Equity
Research Department’s universe of Overweight rated stocks. Stocks with this designation are selected by the Signature Picks Committee based on factors such
as volatility, risks, market cap and liquidity and may not represent the fundamental analysts’ top rated stock in their respective coverage universe. For research or
other data available on a particular security, please contact your sales representative or go to http://research.wellsfargosecurities.com. For the purposes of the U.K.
Financial Conduct Authority's rules, this report constitutes impartial investment research. Each of Wells Fargo Securities, LLC, Wells Fargo Securities International
Limited and Wells Fargo Securities Europe S.A. is a separate legal entity and distinct from aliated banks. Copyright © 2021 Wells Fargo Securities, LLC

SECURITIES: NOT FDIC-INSURED - MAY LOSE VALUE - NO BANK GUARANTEE
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