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The
Ultimate
tn Modern
Living

Today, the outdoor swimming
pool is becoming increasingly
popular in fashionable residential
neighborhoods. Asan expression of
the ultimate in modern living and,
of course, as a source of family en-
joyment, the outdoor pool requires
efficient, economical water heating.
Here, as throughout the home,
natural gas serves in the clean,
safe, modern way. For a quick,
complete reference to the impor-
tant role of natural gas in modern
living, simply turn to the inside
back cover of this report.

Modern Living with
Natural Gas, the theme
of this year’s cover, is
increasingly important in
the overall successful op-
eration of your company.
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November 12, 1959

TO SHAREHOLDERS AND EMPLOYEES:

Your Company has achieved satisfactory progress this year.

Consolidated net income increased to $4,057,045 this year, an increase of $1,458,422 over
$2,598,623 last year. Earnings per common share increased to $1.64 per share from $1.27 last year.
Dividends on common shares were increased April 1, 1959 from an annual rate of 80¢ per common share to
$1.00, reflecting the continued increase in sales volumes and improvement in common share earnings.

Increased revenues from sales of natural gas for heating purposes, resulting from an 89 colder
winter than usual, offset this year the effect of a slower development in residential building due to money
conditions. As the effects of reduced new starts in residential housing continue, your Company is concentrating
its sales efforts more fully on existing housing and new commercial and industrial uses for its fuel.

In February, 1959, your Company successfully issved $10,000,000 of 529 Cumulative Preference
Shares, Series B. Difficult money market conditions experienced by your Company along with other com-
panies and municipalities have discouraged further long term issues during this year, and to date, your Com-
pany has financed its expansion programme principally with short term loans from banks and others.

New pipeline construction has been held to lower levels to reduce as far as possible increased costs of
long term debt and preference stock. However, the need for system growth continues and new equity and
long term debt issues will be required.

In addition to the Company-wide extension of the existing pipeline system to serve new customers, your
Company acquired the gas distribution system of the City of Peterborough in February 1959. A bottled pro-
pane gas distribution company, Shorgas Limited, with plants at Whitby and Brighton, Ontario, was also
acquired during the year. This sale of propane gas permits the development of gas markets beyond the
Company’s presently existing pipelines.

The first delivery of Western Canadian natural gas to your Company was on October 27, 1958,
replacing interim deliveries from United States sources. Canadian natural gas has proven to be of the same
excellent quality at approximately the same average cost to your Company. The availability of unlimited
supplies of natural gas has stimulated interest in serving areas nearby but outside the Province of Ontario.

A newly-formed United States subsidiary, St. Lawrence Gas Company Inc. is competing with a United
States company for natural gas distribution rights in several communities in northern New York State near

the Canadian border.

Your Company is also assisting La Corporation de Gaz Cartier, in which it holds a controlling interest,
in its plans to bring natural gas to many communities in eastern Quebec as yet denied the advantages
of this modern fuel.

The delivery of natural gas to La Société Gazifére de Hull, Inc., across the river from Ottawa, has
recently commenced under agreements providing technical and financial assistance and management services.

The 8th voluntary rate reduction since the arrival of natural gas in 1954 was made effective October 1,
1959, and will result in savings of approximately $500,000 per year to commercial and industrial customers.

Much has been said recently regarding regulation of the gas industry and possibly of other sections of
the fuel industry. Company earnings since conversion from manufactured gas and during the recent heavy ex-
pansion programme period are improving but are still well below generally accepted regulatory limits that
may apply in Ontario. It is your Company's belief that there is no objection to regulation in the interests of the
public, the gas customer, and your Company's investors, which gives consideration to the important fact that
your Company, as a regulated utility, must compete with the non-government regulated coal, oil and electric
industries.

With complete confidence in the future of natural gas, your Company continues to strive to increase
its natural gas sales and maintain a well balanced customer load knowing that this increases the efficiency of
the entire pipeline system from the gas fields to the customer.

President.




1959 HIGHLIGHTS

Pro gress
under

Natural Gas

Earnings per
Common Share
$1.64

Annual Dividend Rate
per Common Share

$1.00

Total Operating
Revenue

$37,158,647

Total Volume
of Gas Sales (MCF)

29,290,240

Total House
Heating Installations

99,308

Industrial Gas
Sales (MCF)
9,702,777
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REVIEW OF OPERATIONS

Almost five full years have passed sinece
natural gas replaced manufactured gas in your
Company’s pipeline system. During these five
vears, your Company has followed its stated
purpose of doing whatever is necessary to be of
maximum and equal service to shareholders,
customers and employees. For example, your
Company has—

¢ Utilized natural gas from United States
sources for several years (1955-1958) to per-
mit market build-up in advance of the con-
struction of the all-Canadian natural gas
pipeline from Alberta in 1958.

Voluntarily lowered natural gas rates to
customers substantially and frequently to
compete effectively for fuel business with
other types of non-government regulated
fuels, such as, oil, coal, electricity, propane
and wood.

Expanded service areas substantially at a cost
of over $90,000,000 to provide natural gas
wherever groups of customers can economic-
ally be served and to balance residential
and industrial gas loads.

Assisted municipalities in franchise areas
served and other local groups interested in
industrial development by active promo-
tional work as well as through municipal
taxation contributions.

Voluntarily introduced modern employee
pension and welfare programmes and wage
evaluation plans, all of which resulted in
greatly increased benefits to the employees.

Expanded earnings for shareholders beyond
those levels per share attained with manu-
factured gas.

Pen Centre Shopping Plaza, Merritton, Ontario and the extensive housing development surrounding it, feature the use of natural gos. The

The same purpose of being of maximum and
equal service and value to sharcholders, cus-
tomers and employees continues into the future
and will be constantly in mind in the formation
of Company policies.

Consolidated gas sales revenues have risen
from $28,527,121 in 1958 to $36,323,105 in 1959
and net earnings available for common shares
has risen from $1.27 per share last year to $1.64
per share this year. This increase may be at-
tributed in part to an abnormally cold winter
which increased revenues from space heating
sales of natural gas considerably. Winters of the
severity of this last one occur only about once in
four or five years on average so that similar in-
creases for this reason should not be expected
frequently in future. Emphasis on improved
cosl control and efficiency remains an important
element in increasing earnings.

AREA SERVED

Your Company and its subsidiaries continue
to make natural gas available to all potential
customers where economically feasible.

Capital expenditures on construction of
transmission lines and distribution lines, meas-
uring and regulating stations, customer service
lines, meters and other distribution equipment
amounted to $23,650,000 this year. This in-
cludes construction of 36 miles of transmission
lines to serve newly constructed gas distribu-
Ltion systems in Bradford, Stouftville, Uxbridge,
Camp Borden and Port Dalhousie, Ontario.

The transmission line extensions proposed
for supplying Renfrew, Pembroke and Hawkes-
bury have been deferred for the present al-

o s

Blue Flome Auditorium located in the Plaza is used for demonstrating modern natural gas in varying uses and is also available for use

free of charge by local groups.

SNOILVYIdO 10 MIIAIY




though the distribution systems contemplated
have been built. Aulomatic propane vapour
producing equipment has been installed in each
of these communities Lo utilize the pipeline
systems for distributing propane vapour to
customers at Company system-wide gas rates.

In December, 1958, the natural gas trans-
mission and distribution facilities recently con-
structed to supply the City of Owen Sound and
the Towns of Meaford and Thornbury were
sold at cost to Union Gas Company of Canada
Limited. This transfer of property, conducled
with municipal approval, will promote a more
orderly development of natural gas service to-
wards this area from the south as well as the
development now existing from the east.

The propane-air gas distribution system in
the City of Peterborough was acquired for
$1,302,000 in February, 1959, following ap-
proval by vote of the taxpayers. Construction
of a 19 mile transmission line from a point near
Lindsay was commenced at once, providing
winter employment for aboul 300 people. A
thorough inspection was made of the entire
distribution system and conversion to natural
gas was smoolhly carried out by Company
employees in April, 1959,

The capital stock of Shorgas Limited, a
bottled propane gas distribution company, was
acquired in December, 1958, On acquisition,
Shorgas had bottle filling plants at Whithy and
Brighton, Ontario and sold bottled propane gas
in an area roughly bounded by Toronto, Orillia,
Haliburton, Bancroftand Belleville. Presently, it
also operates the propane plants recently built
in Pembroke, Renfrew and Hawkesbury, sup-

plying propane vapour to distribution systems
newly constructed in these communities as well
as supplying boltled gas lo customers in these
areas.

Almost all the propane gas used in Eastern
Canada is supplied by oil refineries as a by-
product of o1l refining. Propane, held in liquid
state in cylinders and tanks under relatively
low pressures and normal temperatures, is
readily delivered by rail and truck beyond the
reach of pipelines or electric power lines. It
vaporizes unassisted at normal temperatures
and atmospheric pressures, providing a clean,
odourless, easily controlled fuel with a heating
content per cubic foot even higher than natural
gas.

Temporary propane installations by its sub-
sidiary, Shorgas Limited, enable your Company
to provide quality gas service to customers be-
fore the arrival of natural gas by pipeline and
permit systematic and economical pipeline
conslruction programmes. Propane proves an
excellent stand-by fuel in peak demand periods.
As markels develop, nalural gas becomes
available as a cheaper fuel but demand still
conlinues for propane as a compelitive rural
fuel and for many special applications. Also,
arrival of natural gas stimulates the market for
propane beyvond the mains by making people
aware of the many advantages of natural gas
over compelitive fuels.

St. Lawrence Gas Company, Ine., a wholly-
owned subsidiary of your Company, has re-
ceived franchises from 17 municipalities 1n
northern New York State including Massena,
Potsdam, Canton and Ogdensburg. The export

Presentation of cheque to the City of Peterborough, February 4, 1959, following sale of the distribution system to the Company.

L to R—F. W. Hurst, Consumers’ Gas; E. A. Outram, City Clerk; O. L. Jones, Consumers’ Gas; Mayor D. A. Lloucks; R. H. Carley, Solicitor
for the Company; C. H. World, Consumers’ Gas Regional Manager; D. W. Hill, City Treasurer,
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of natural gas to these areas of the United
States lying close to the transmission pipeline of
Trans-Canada Pipe Lines Limited, already
in operation across the border in Canada,
represents a logical and economic possibility
for the benefit of customers on bhoth sides of
the border. After your Company showed an
interest in bringing competitive natural gas
service to the area, the company which is pres-
ently supplying electrie service to the area began
to compete with your Company for the gas dis-
tribution rights. This matter is now before the
Federal Power Commission, Washington, D.C.
and the Stale of New York Public Service
Commission.

In order to assist in the development of gas
load in the eastern zone of Trans-Canada Pipe
Lines Limited, your Company has undertaken
to supply natural gas, interim financing and
management services to La Sociélé Gazifére de
Hull, Ine., a company formed by prominent
local businessmen. Distribution systems have
been constructed for this Company in Hull,
Pointe Gatineau and Gatineau, Quebec as well
as the construction by your Company and its
subsidiary, Niagara Gas Transmission Limited,
of transmission pipeline facilities across the
Ottawa River to connect with the distribution
syvstem near Hull.

Further to the east in Quebec province, your
Company is assisting La Corporation (l(‘ Gaz
Cartier in technical capacities and in obtaining
franchises and permits for construction of a 437
mile transmission system for supplying natural
gas distribution systems proposed for com-
munities south and east of the Montreal area,
Prominent local businessmen are serving on the
board of directors of this Company, providing
guidance in serving these communities. St.
Maurice Gas Corporalion Inc., which already
operates a propane-air gas distribution system
through a subsidiary in Three Rivers, Quebec,
will hold by agreement, a minority interest in
this new company presently financed by your
Company. Should La Corporation de Gaz
Cartier obtain the necessary permission to con-
struct and operate its system, it is contemplated
that the majority of the funds required would
be raised from public offerings.

The gas systems acquired in recent years
by your Company in the Niagara peninsula,
central and eastern Ontario are proving to be
important and worthwhile additions, integrat-
ing well into overall Company operations.

NATURAL GAS SALES

The 8th voluntary rate reduction since the
arrival of natural gas was made effective Octo-
ber 1, 1959, and will result in savings of ap-
proximately $500,000 per year chiefly to com-
mercial and industrial customers. Earlier in the
vear the Tth voluntary rate reduction permitted
the Company Lo compete more effectively for

W. A. Landon, Consumers’ Gas Company and J. B. Pelty, contrac-
tor Pipeline Spread Superintendent, looking over the Ottawa River
Crossing Project nearing completion.

apartment, motel and hotel business without
substantial net losses in revenue. Rates continue
to be designed to attract all possible new cus-
tomers and gain maximum increase in use of
gas while maintaining a balanced gas require-
ments demand. Inereasing sales and improved
customer saturation of the pipeline system is
the key factor in keeping natural gas ratles
competitive over the long term while providing
a fair return to the shareholders.

\ policy of aggressive sales promotion con-
tmue Advertising through newspapers, maga-
zines, radio and T'V, as well as other promotion
material is increasing public consciousness of the
many beneficial uses of natural gas.

Sales Promotion
and Public Relations
activity was highlight-
ed by exhibits at the
Natural Gas Centre at
the Canadian National
Exhibition and co-op-
eration with the Cana-
dian Gas Association
on a “Home Safe
Home"” educational
promotion which is
achieving wide appeal
and endorsement.

RESIDENTIAL SALES

The general acceptance of natural gas as a
multi-use fuel is evidenced by increased sales of
gas ranges, gas dryers and ornamental gas
lights. An increasing number of private and
public swimming pools being constructed are
also using natural gas for water heating to
lengthen the season during which the pool may
be used.

=1



For a period last yvear, natural gas sales in
the Ottawa area were slowed down by public
unrest following an explosion in Oltawa and
following wide but generally uninformed public-
ity. Investigation of the Company’s pipeline
system has already proven its soundness and
good condition. However, investigation contin-
ues to establish the cause of the explosion. In
recent months public confidence has been re-
stored and sales volumes are reflecting this en-
couraging change.

The appliance dealer organization in 1959
sold through our merchandise finance plan over
$4,000,000 of gas appliances and house heating
units. 12,800 !‘(‘Illd] water heaters were installed
this yvear. Over 859, of new housing this year in
the Toronto arca features natural gas principally
for space and water heating.

Our “Betty Bright” home service girls
have been aclive this year demonstrating the
use of natural gas d])])[ldn(e‘s to many associa-
tions throughout our service arca.

COMMERCIAL SALES

Commercial gas sales volumes increased 457
this year or an increase of 906,500 MCF reflect-
ing a continued higher degree of acceptance,

A new programme of gas rental conversion
burners for commercial healing use was inlro-
duced in September which should result in
substantially inereased gas usage for this
purpose.

Use of natural gas for heating apartment
houses, hotels and motels has increased sub-
stantially with the introduction during the year
of additional economies in natural gas costs
mentioned earlier. Many new shopping centres
are using nalural gas for heating and cooking.

Gas fired incinerators featuring complete
combustion are gaining preference for garbage
and refuse disposal and contribute toward com-
batting air pollution. Giant strides are being
made at provincial and municipal levels to
counter the inereasing problem of smog and air
pollution. Inereased use of nalural gas, with
complele combustion and freedom from ash and
soot, remains one of the best ways of eliminating
air pollution.

Brigadier R. L. Purves,
Camp Commander

of Camp Borden, Ontario,
lights the purge burner
signifying the arriva! of
natural gas at

the ‘“turn on’’ ceremony,
October 16, 1959.

INDUSTRIAL SALES

Our industrial development programme based
on continuing personal contact features a new
llltlllldt.lﬁ]]dl adve rlising campaign designed to
draw attention of world markels to the ad-

vantages of industry locating in the communi-
ties served with natural gas by your Company.
Assistance to communities in franchise areas
from Fantus Factory Locating Service of
Chicago, retained by your Company, has met
wilh a good degree of success. Two recent plant
locations with direct Company assistance attest
to Lthe suceess of this endeavour.

Many other industrial customers have been
added this year and existing ones have in-
creased their use of natural gas substantially.
Several new industrial sales are of particular
interest:

* Canada and Dominion Sugar Company
Limited, the first major industry lo locale in
Toronto as a result of the St. Lawrence Seaway
development, is using natural gas for the heat
processes required for sugar refining, with the
steam subsequently being used for direct gener-
ation by turbine of electric power.

* The Gananoque Electric TLight and Water
Supply Company, Limited has commenced pro-
duction of electricity directly from nalural gas
in & new plant near Gananoque. This represents
the first use of natural gas in eastern Canada
for commercial production of electricity.

* Cvanamid of Canada Limited in its plant
near Welland, anticipates using a gas supply of
6.5 million cubic feet per day starting next
spring. This is an unusual application in that
natural gas, rather than serving as a fuel, will
be used as a raw material in the production of
AmMmonia.

* A new airport al Goodwood, near Rich-
mond Hill, will use natural gas for heating the
hangars, office building and restaurant. Natural
gas featuring economy and uninterrupted service
through bad weather is being considered for
runway lighting of the airport, a new and in-
teresting use for natural gas in Canada.

On October 16, 1959, natural gas was turned
on al Camp Borden following construction of
a 13 mile transmission line and distribution
facilities.




Camp Borden is a complete unit 13 miles
west of Barrie and is roughly comparable to
a town of 10,000 population with a group of
army training schools of various kinds, civilian
schools, shopping and entertainment.

Two hundred and sixty family dwelling units
al the military camp were converted from coal
to natural gas central heating. Six hundred
installations including appliances of various
kinds in drill halls, barracks, messes, work
shops and other buildings were also converted.

GAS SUPPLY

Natural gas delivered from Western Canada
to points on our system via the Trans-Canada
pipeline system has proven to be of the same
excellent quality as former supplies from United
States sources.

Use of underground storage facilities in
Lambton County as arranged with Onlario
Natural Gas Storage and Pipelines Limited
enabled us to take 56 million cubic feet from
storage on the coldest day last winter. In
addition, use of underground storage facilities
in the Provincial Gas area, surface storage
holders and other peak shaving devices allowed
the Company to meet a system peak demand of
177 million eubie feet while taking 107 million
cubic feet from Trans-Canada Pipe Lines Limit-
ed. Use of these peak shaving devices has re-
sulted in considerable savings in gas purchase
costs. The Company now has nearly 5 billion
cubic feet of natural gas in underground storage

[ W BN KR RN RS RN R |

Canada and Dominion Sugar Company Limited, Toronto, refines
sugar with the help of natural gas for heat processes and electric
power generation through by-product use of steam in turbines
built in the Peterborough plant of the Canadian General Electric
Company Ltd., also a gas customer of your Company.

in Ontario which will be available in the coming
winter for peak shaving.

Your Company considers that supplies of
natural gas are adequate Lo meet present fore-
seeable requirements. It is gratifying that de-
velopment of a well balanced gas load and use
of peak shaving devices has resulted in approxi-
mately the same average cost per cubic foot of
Canadian natural gas as compared with present
tariffs on former United States supplies.

As mentioned in earlier reports, stand-by gas
production facilities for peak shaving become
less important with inereasing underground
storage and industrial interruptible sales. Ad-
ditional units of the former manufacturing
plant have, therefore, been retired or sold.

OPERATING PRACTICES

The gas distribution systems being installed
by your Company throughout Ontario are de-
signed Lo the best standards and codes to carry
safely, considerably more than the maximum
pressure of gas which it is estimaled will be re-
quired at any future time. The pipe used in our
new systems is electric resistance weld steel pipe,
the best ohtainable for the purpose. Valves
are lubricated plug cocks. Both pipe and valves
are pressure tested to American Petroleum
Institule specifications al the factory and are
considered to be the safest available.

Pipelines constructed by contract are done
by competent pipe laying companies constantly

9



under the surveillance of well trained Com-
pany inspectors. Work on existing mains and
handling of gas is done by our own experienced
employees. Experience has shown that about
4 out of 100 applicants can meet our high weld-
ing standards. The unerring eve of the x-ray
camera detects any welding defects. Pipeline
coatings have excellent protective qualities
against adverse soil conditions. In addition,
cathodic equipment is installed on all lines to
protect against electrolytic corrosion which
might otherwise damage the pipe. Protection
from frost is provided by back-filling around
the valves and each side of valve assemblies
with sand or granular material. All new lines
are pressure tested to at least 1259 of oper-
ating pressure for not less than 24 hours and
gas will not be turned in until a perfect chart
has been removed from the pressure record-
ing gauge. In short, every known construction
precaution and improved practice is utilized to
assure the utmost in dependability and safely.

Natural gas as received is dry and odourless.
All gas is odourized immediately on receipt
from the transmission company so that no gas
enters the distribution system that does not
have a distinetive odour. Water vapour and oil
fog are also added to all gas distributed in a
system which previously supplied manufactured
gas. This is done in order to maintain similar
moist conditions to those previously experienced.

Your Company follows a rigid code to ensure
safety and is proud of a safety record even
better than that of competitive fuels. It 1s
deeply concerned about safe operation and for
years has voluntarily adopted practices in ex-
cess of industry requirements and is pleased to
work with new regulatory authorities to make
further improvements where possible.

New operating practices are constantly de-
veloped and tested. A recent innovation for use

Ratio of Shareholders’ Equity to Funded Debt.
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Infra-red mobile gas detection unit which provides o highly
sensitive new method of surveying a distribution system raopidly
and economically.

with new housing is the use of a meter box
built into the basement wall, permitting shorter
service lines and outside meter reading.

On July 6, 1959, with the clatter of the first
pneumatic drill, a decade of intensive work be-
gan on the new $200 million Bloor-Danforth-
University Subway in Toronto. The crew which
began this important work consisted of Con-
sumers’ Gas employees whose job was to re-
locate a 20" gas main to provide room for the
southern terminus of the University Avenue
section. It was a formidable task with the serv-
ice lines of many other public utilities close by,
but it was accomplished without a hiteh. Plan-
ning which was commenced over 3 years ago
continues, and several other relocations will be
required during the estimated 10 year subway
construction period. Uninterrupted service to
gas customers is provided during relocation and
efforts are made to minimize inconvenience to
all concerned.

FINANCING

In February 1939, a $10,000,000 issue of
51597, Preference Shares Series B was completed
successfully. This issue forms part of the long
term Company policy of financing expansion
initially by short term notes and bank borrow-
ings, then re-financing by a balanced pro-
gramme of equity and debt issues. Ixpansion
of the system continues where justified econom-
ically and new equity and long term debt issues
will be needed.

The number of common shareholders at the
end of this vear stands at 8,532 with average
holdings of 217 common shares per shareholder.
Over 969 of the common shares are owned by
residents of Canada.

REGULATION

Since 1954, your Company has been under
the jurisdiction of the Ontario Fuel Board for
regulation principally relaling to franchises,



construction, safety, sales, rales and earnings.
During 1959, legislation was passed creating an
Energy Board in Ontario with duties concern-
ing all energy producing fuels used in Ontario.
b ; :

T'he Ontario Fuel Board remains as a depart-
ment of this new Board.

Also, during 1959, a National Energy Board
was created by legislation of the Federal Govern-
ment following considerable study. Niagara Gas
Transmission Limited, a wholly-owned sub-
sidiary which is expected to operate crossings on
inter-provincial or international pipelines for
vour Company may come directly under the
jurisdiction of this National Energy Board.

Your Company favours efficient regulation
and hopes that duplication of efforts and un-
necessary delay will be avoided. Good regula-
tion should always be remembered as in the
interest of the investor as well as of the cus-
tomer, both of which groups form part of our
society.

ADVISORY SERVICES

Subject to the direction and control of the
Board of Directors, Stone & Webster Canada
Limited, with 70 years of successful experience
in all phases of public utility operation, con-
tinues to furnish consulting and advisory serv-
ices to the Company.

MANAGEMENT AND STAFF

Mr. Alex Betcherman was appointed to the
Ottawa Executive Board in January, 1959.
Mr. Gaston Vincent, a valued member of the
Ottawa Executive Board since its origin in
1957, passed away suddenly on October 12,1959,
The advice and support of members of the
Ottawa Executive Board continues to play an
important part in our operations in eastern
Ontario.

During the year Mr. W. H. Zimmerman, Sr.,
Q.C., senior partner of Zimmerman, Haywood &
Turville, Solicitors, and Mr. G.W. Smith, senior
partner of Gunn, Roberts and Co., Chartered
Accountants, passed away. The interest of
these two men in your Company and its suc-
cess was always clearly apparent, particularly

On Service Award night, 12 employees, each having over 45 years of
continuous service, received their long service awards. The above 5
represent a total of 230 years of continuous service with your Com-
pany. Lto R—R. Drake, G. Allmen, D. Hand, W. Morgan, F. Tilley.

in those important years immediately follow-
ing conversion to natural gas.

We are proud of our staff which has worked
hard and capably during the past year under
the direction of well trained supervisors. Our
aggressive management continues to provide
guidance and leadership.

Traiming programmes for operating personnel
continue and ensure that service Lo customers
meets high standards using modern practices.
The new management training courses intro-
duced during the year are aimed at developing
staff for supervisory capacities and furthering
knowledge of the Company and are proving
very successful.

During the year, long service awards were
initiated and the importance to the Company
of each employee has been stressed.

The hard work and loyalty of our manage-
ment and staff continues to play an important
part in the progress of our Company and of
the natural gas industry in Canada.

Vice-President and General Manager.
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THE CONSUMERS’
and subsidiary

FINANCIAL STATEMENTS

CONSOLIDATED

ASSETS

September 30

Proererry, PLANT AND EQUuIPMENT at cost
or redetermined value (note 1), ........ ...t

Lands, structures, gas transmission and distribution systems, equip-
ment, motor vehicles, unamortized franchise and license costs, ete.

1959

$169,946,550

1958

$147,024,976

LEss A PTECTAION . c som v sovma s o s cimss b whis 2 s s 0 555 4 v 25,095,512 25,804,576
144,851,038 121,220,400
CURRENT ASSETS
RSN s o e o vsin w moet abor & e o B ST B D R SRETE A B @ e 456,416 799,816
Marketable securities at cost. ... ... .. ... . ... . ... .. 30,253 30,995
Accounts receivable (including accounts receivable on mer-

chandise finance plan, 1959 $7,852,000, 1958 $7,662,000) . . 11,893,506 11,692,504
Materials and supplies at the lower of cost and market . . 3,357,491 4,222,733
Gas in underground storage at cost .. ... .. . .. 2,205,937 1,725,628
Prepaid expenses. .. ... L 315,229 361,595
18,258,832 18,833,271

DEFERRED CHARGES AND OTHER ASSETS
Mot prpesirecelvablen oo o wux s « wme wism o 5 05 w2 147,988 123,000
Unamortized debt discount and expense. ... .. ... . . 1,404,530 1,532,743
[Unamortized natural gas conversion expense. . 1,387,512 1,566,539
2,940,030 3,222,282

Approved on behalf of the Board:

A. L. Bisnop, Director

R. R. Corson, Director
$166,049,000  $143,275,953

See accompanying notes to financial statements.
panying
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GAS COMPANY

companies

BALANCE SHEET

LIABILITIES

SHAREHOLDERS’ KqQuity
Capital stock
Preference shares (note 2)

Authorized—250,000 shares of $100 each issuable in
series

Issued 50,000 shares 5157, cumulative Series A
—100,000 shares 5159, cumulative Series B
in: 1969 forieash: ; o o o & buw s
Common shares (note 3)

Authorized —2,500,000 shares of no par value
Issued —1,855,804 shares (1958—1,821,025 shares)
To be issued— 4,450shares. . ... ... ...
Contributed sueplus: « .« oo v s i s o 2w 6 e a an  wes
Excess of net redetermined value of property, plant and
equipment over depreciated book cost (note 1)...... ...
Retained earnings (note 4).......... ... ... ... .. ... ...

Funpep DEBT (see statement). ... ... o .o L

CURRENT LIABILITIES

Bank RdVETCES « s = wew 0 s o not s & s 5 s S e S e

Accounts payable. ... ..o
Accrued interest on funded debt. ... ... 0oL
Estimated income taxes. . . ......... .. ...,
Dividends payable October 1st. . .......................

Deferred income from merchandise finance plan. .. .|

See accompanying notes to financial statements.

September 30

1959 1958

$ 5,000,000 $ 5,000,000

10,000,000 —
24,467,088 23,359,227

178,550 —
2,977,097 2,977,097
35,607,407 36,345,680
6,759,285 4,828,312
85,074,377 72,510,316
51,700,000 52,100,000
13,002,325 7,853,394
5,500,000 900,000
6,640,454 6,576,109
617,458 623,512
1,759,089 960,210
670,165 432,755
1,086,032 1,319,657
29,275,523 18,665,637

$166,049,900

$143,275,953
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FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF

OrerAaTING REVENUES
Gas sales..... .. .
Other operaling revenues . ..

OPERATING EXPENSES

Operation and maintenance costs (including directors’ fees

1959 §23.000: 1958 $22,625)

Amorlization of natural gas conversion expense. .

Depreciation. . .
Taxes other than income taxes. . . . ... ..
Provision for income taxes (note 5). .. ..

Orerating IncoME ArreEr Income Taxes. ... ..

Ortner IncomE

Interest (ineluding merchandise finance plan) and property

renlals
Profit on sale of property ..

Torarn OreErATING AND OTHER INCOME. . .. .

IntErREST AND OTHER DEDUCTIONS
Interest on funded debt. ... ... . ...

Amortization of debt discount and (\pumn .

Other interest and sundry deductions

NEeT Income. . ...

Dividends on preference shares . ... ...
Expenses of issue of preference shares. .

EagNings o COMMON SHARES. .. ... ... ..

Dividends on common shares
(1959—95 cents;

Expenses of issue of common shares. ..

EArNiNGgs RETAINED FOR THE YEAR. . ..

195880 cents pu ‘-hd,l()

INCOME

THE CONSUMERS’

and subsidiary

Year ended September 30

1259

536,323,105
835,542

37,158,647

25,989,224
242,381
2,318,595
1 I‘S(). 5l

1 .600.()00

31,286,451
5,872,196

1,251,492
103,406

1,.5)-1» SJS
UJ4

2,452,106
89,648
627,995

3,170,049
§ 4,057,045

$ 615,000
406,452

1,021,452
§ 3,035, 3‘}‘3
‘15 1 r)‘i J-l-‘)

1,752,042
$ 1,282,651

See accompanying notes to financial statements,
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1958
28,527,121

344,779
28,871,900

21,120,229
tZ:Z‘) 369
1,832,147
1,071,284
587,650
24,540,679
4,031,221

981,046
83,766

1,064,812 7'
5; UQ() UH

2,122,636
77,658
207,116

2,497,410

‘H 2,598,623

"F 275,000

|

275,000
$ 2,323,623

$ 1,237,617

240,669
1,478,286
$ 845,337



GAS COMPANY

companies

CONSOLIDATED STATEMENT OF RETAINED EARNINGS

Balance October 1, 1958

Earnings retained for the year. . . ... ooviiin i v ivnn o

Amounts realized through 1959 depreciation provisions, transferred from excess
of net redetermined value of property, plant and equipment over depreciated

BOOKICOSE o s woen wies v oo & 5 % o 2 5 S & SN SGT S VRS § 4 4 WAL S

Balance September 30, 1959 (note 4)

First MORTGAGE
SiNkING Fuxp Boxps

33497 Series A ...

59, Series B. .. .. ..

SiNkING Funp
DEBENTURES

FUNDED DEBT

Maturity

Nov. 1, 1974
Feb. 1, 1978

Dec. 1, 1974
June 1, 1976
Feb. 1, 1977

Next Sinking Fund Payment

[)!ll(‘ Amount

Ocl. 15, 1960% $200,000

Mar. 15, 1962 500,000
Dec. 15, 1960*% 200,000
June 15, 1960 260,000
Feb. 15, 1961 143,000

*Sinking fund requirements for 1959 were met prior to September 30, 1954.

See accompanying noles to financial stafements.

Year ended
September 30
1959

$4,828,312

1,282,651

Outstanding at Sept. 30

1959

$ 8,600,000
20,000,000

7,100,000
10,000,000
6,000,000
$51,700,000

1958

¥ 8,800,000
20,000,000

7,300,000
10,000,000
6,000,000

52,100,000




NOTES TO FINANCIAL STATEMENTS

NOTE 1

NOTE 2

NOTE ¢

NOTE 4

NOTE 5

NOTE 6

16

ProrErTy, PLaxT AND EqQUIPMENT

Plant and equipment acquired subsequent to the companies’ 1955 fiscal years and plant and
equipment of Niagara Gas Transmission Limited are stated at cost. The remaining plant and
equipment is stated at redetermined value based on reproduction cost, according to appraisals made
by Stone & Wehster Canada Limited at the end of the companies™ 1955 fiscal years assuming con-
struction as a whole in one continuous effort. Land is staled al cost.

The balance sheet deduction for depreciation is the ohserved depreciation reported in the
appraisals at the end of the companies” 1955 fiscal years plus subsequent depreciation provisions
and less adjustments for disposals.

The increase in depreciated property, plant and equipment, resulting from the 1955 redetermina-
tion (less portions of such increase realized through disposals and depreciation provisions and
adjustments for the years 1956 to 1959) has been included in sharcholders’ equity as Excess of
Net Redetermined Value of Property, Plant and FEquipment over Depreciated Book Cost,

Provisions RELATING TO PREFERENCE SHARES

Series A shares are redeemable at any time at a premium ranging from 5% if redeemed on or
helore July 1, 1962, to 1% if redeemed after July 1, 1977, Series B shares are redeemable at any
time at a premium ranging from 5% if redeemed on or before February 13, 1964 to 19, if redeemed
after February 13, 1979.

CoMMON SHARES

116,400 common shares have been set aside for purchase by certain key employees under the
terms of the Restricted Stock Option Plan. At September 30, 1959, 12,647 shares have heen
issued under this plan and employees hold eptions on a further 35,325 shares at #20.925 per share,
19,000 shares at $27.675 per share, 14,403 shares at $24.00 per share and 4,000 shares at $33.8625
per share, expiring on various dates the last of which is April 15, 1965,

During the 1959 fiscal vear, 11,1+7 common shares were issued for $240,050 cash, 172 common
shares were issued for $3,611 in services, and 23,550 common shares were issued for $862,200 in
part payment [or shares and notes of subsidiary companies.

The Company is committed to issue common shares in partial consideration for the shares of a
subsidiary company, in five instalments of 890 shares each upon the subsidiary company obtain-
ing specified numbers of customers.

ReraiNep EArNINGS

Retained earnings includes a special account in which has been set aside, in accordance with
supplementary letlers patent creating the preference shares, an amount of $100,000 for the pur-
chase of preference shares Series A for cancellation.

Income Taxes

Beeause of the companies” practice of claiming lor tax purposes capital cost allowances exceeding
the amount of depreciation recorded in the accounts, the provision for income taxes for the year
ended September 30, 1959 is reduced hy $1,580,000. As there were similar reductions in prior
years Lhe accumulated amount of such reductions which may affect income of the Company and
its subsidiaries in future years is 83,290,000.

CoNTINGENT LIaBiLiTiES

Damage suils in respect of an explosion have been filed against the Company and other defen-
dants. It is the opinion of Counsel engaged in the defence of these claims that, if the Company
should be unsuceessful in its defence, the insurance carried by the Company will be adequate
to cover the damages over and above $100,000.



AUDITORS’ REPORT

GUNN, ROBERTS asxn CoO.

CHARTERED ACCOUNTANTS

TorRONTO, CANADA

To THE SHAREHOLDERS OF
THE CONSUMERS GAS COMPANY:

We have examined the consolidated balance sheet of The Consumers’ Gas Company and
subsidiary companies as at September 30, 1959 and the consolidated statements of income
and retained earnings for the yvear then ended. Our examination included a general review of
the accounting procedures and such tests of accounting records and other supporting evidence
as we considered necessary in the circumstances.

In our opinion the accompanying consolidaled balance sheet and consolidated statements
of income and retained earnings, supplemented by the notes appended thereto, present fairly
the combined financial position of the companies as at September 30, 1959 and the results of
their operations on a consolidated basis for the year then ended, in accordance with generally

aceepted accounting prineiples applied on a basis consistent with that of the preceding year.

G e Rtz ~a i

Chartered Accountants.

ToronTto, CANADA,
NoveEMBER 3, 1959,

SOURCE AND USE OF FUNDS

Year ended

September 30

Five year

period since

conversion

1959 1955101959
SOURCE OF Funps:
Addition to working capital from operations. . $ 6,774,592 $21,174,952
Proceeds from sale of securities and property . . 244,105 753,417
Proceeds from bond and debenture issues ; s — 51,117,250
Proceeds from preference and common stock issues. . .. ... 11,281,411 25,090,900
lﬂ 300 108 98,136,519
Use or Funbps:
Extension and improvement of system including
acquisition of subsidiaries. ... oo 26,198,919 90,056,373
Outlay on conversion to natural gas. .. ....... ... . .. 123,954 3,596,704
()uﬂd\ on redemption of bonds and debentures. . ... ... .. 361,435 9,170,550
Expenses of stock and security issues. ... .............. 406,452 1,009,913
Dividends on preference and common stock . ... ... ... 2,367,942 7,436,607
29,458, 70") 111,‘27(].]-17
RepvcrioN 1xy WorkinGg Carrrarn PosiTion ‘Bll ]58 594 '1»1“ 1¢ }.;, 128
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STATISTICAL INFORMATION

(Notes 1 and 2)

OrErATING REVENUES
Gas sales:
Residential . ... ... ... .. ... .. ... .. ...
COmMMercIalie: o 5 oon 5 aen 5 50 5 wei 5 wEE 5
Thdusteiils = - b & s e oest 5o o bves = s o
Other utilities. . .. ... ... ... ... ... ...
Torar Gas Sates. . ... .. ... .. ..

Other Revenne: .. : wan = von o oam vu 7 oas 2

Torar OrErRATING REVENUES. . .. ...

OPERATING EXPENSES
Operation and maintenance...... ... ...
Amortization of natural gas conversion

CXPENSE . - o
Provision for depreciation. . ... ... ...
Taxes other than income taxes . .

Income tax provision

ToraL OPERATING EXPENSES . . ...

OPERATING INGOME = « vox = om 2 5 v % v « s s
ADD L OTHER INCOMB o & vve « oson 5 v 2508 & soass
Less: INTEREST AND OTHER DEDUCTIONS . . ...

NumBER oF AcTIVE CUSTOMERS (year-end):
Residential . ... ... ... ... .. ... ... ...,

Commercial . ... ... L.

Industrial

TOTAL. « oo oo e

NUMBER OF SHAREHOLDERS —Common. . ... ..

—Preferred. ... ...

NUMBER OF EMPLOYEES. . . . cocvvvvinvovn v

% 4,057,045

221,535
10,770
2.611

234,916

8,532
2,587

2,151

Notes (1) Figures shown are on a consolidated basis unless otherwise indicated.
(2) The tabulations of manufactured gas volumes and related figures for 1955 have been converted for ease of comparison to approximate natural gas equivalents.
(3) Natural gas purchased from Trans-Canada Pipe Lines Limiled in 1959 is on n pressure base of 14.73 p.s.i.a. Prior year purchases of natural gas and sales to other

utilities have accordingly been adjusted to this same base.

1959 1958
$24,012,050 $17,813,574
4,304,337 3,388,918
7,914,562 6,254,566
92,156 1,070,063
36,323,106 28,527,121
835,542 344,779
37,158,647 28,871,900
25,989,224 21,120,229
242,381 229,369
2,318,595 1,832,147
1,136,251 1,071,284
1,600,000 587,650
31,286,451 24,840,679
5,872,196 4,031,221
1,354,898 1,064,812
3,170,049 2,497,410

% 2,598,623

211,773
9,646
2,507

223,926

9,031
851

1,987

1957

$13,320,789
2,649,462
4,414,030
514,890
20,008,171
161,269

21,069,440

14,452,188

. )

1,510,06
895,955
943,157
17,996,922

3,072,518

550,469
1,644,046
1,978,941

[| eo |

182,910
7,311
2,079

192,300

7,896
884

1,698

1956

$10,109,303
2,147,166
2,663,282
616,976
15,536,727
155,184
15,691,909

1>
-~

4

11,038,850

210,984
1,208,166
797,476
820,739
14,166,215

1,525,694
324,394
1,018,783
$ 831,805

170,946
6,240
1,947

179,133

7,433

1,510

1955

% 8,474,659

1,929,168
2,008,025

376,725

12,916,381

8,883,761

87,951
766,662
748,126
900,000

11,386,500

1,529,881
213,696
629,120

$ 1,114,457

148,200
5,514
1,864

155,378

7,025

1,219

(4) Degree day deficiency figures given are those for the Toronta area. The deficiency is a measure of coldness during the heating season and is calculated by adding

together the total number of degrees by which the daily mean fell below i5°
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1959 1958 1957 1956 1955

Gas Surrny —MCF
Coal and water gas produced.. . . ... ... .. -— 59,139 45,218 — 762,545
Propane air gas produeced. ... ... ... . 30,067 43,145 25,224 638 27,321
Natural gas purchased (note 3).......... 31,369,280 26,030,826 15,333,384 9,431,736 4,327,340
Natural gas produeed. . oo s ons v oun s 151,805 99,781 84,500 39,677 -
ToraL GAS SUPPLY . ... ... ... ..... 31,551,152 26,232,891 15,488,326 9,472,051 5,117,206 i
g . — - : “
Gas DeLIvERIEs—MCTF -
Sales to Cuslomers: =
Residential.. .. . ... oo s 65 2 ss 5 s o s 16,500,480 11,433,033 TH969,120 4,745,652 2,497,956 -
Clommerciilves: won o sns o s & w56 o wos o wa 2,899,394 1,992,883 1,421,208 948,584 628,866 : =
FAUREETAY s s« cov s e 5 2 2 s s 5 s o 9,702,777 7,234,588 4,735,888 2,010,429 810,320 D
Other utilities (note 8)................. 187,589 2,020,831 978,748 1,249,953 714,961 =
TOTAL SALES . . .. o oo ii e 29,290,240 22,681,335 14,902,964 8,954,618 4,652,103 -
Gas into storage ... ... .. ... ... .. 5,072.859 3,705,861 153,518 190,053 — .
Gas ouit 0 SEOBRRE. . . 5 . . co s sos 5 s oo (3,410,423)  (965,578)  (112,002) (20,794) L]
Vsed By COMPADN. o2 zas & 535 ¢ gwn & o 5 ane s 85,202 70,242 48,554 33,909 5,375
Uniaceounted 61, - . v v s 5 v v 2w o 2w 513,274 741,031 495,292 314,265 459,728
Torarn Gas DELIVERIES. .. ... ... ... 31,551,152 26,232,891 15,488,326 9,472,051 5,117,206
Maxmaom Dainy SExpour—MCEF
(Consumiers’ Lras Grlin)e. s « vaw w oae 2 pss 138,552 102,577 60,453 32,268 20,109
Maxmvum Dainy SExnovr -MCF
(Consolidated)., . ... . ... o 705 5 w0 5 550 8 1ea 177,677 136,552 84,033 39,039 26,992
Mixmvausm Darny SExpovt —MCF
(Consolidated) .. .. ... ... ... ... . 25,292 25,468 18,391 12,367 6,477
DeEGrEE Day DErFrcieENcy—(note 4) .. .. ... .. 7.091 6,639 6,464 7,295 6,349
Averace Use PER REsIDENTIAL CUSTOMER
—MCF (Consumers’ Gas only) . .. ... ... 3.4 55.08 39.88 28.24 16.86
AvERrRAGE REvENUE rErR MCF
(Consumers’ Gas only)
Rasidentinl s we = s o smw smm 2 o 4 e v s $1.56 $1.69 $1.91 $2.30 $3.39
Commercial ... ... . ... .. $1.62 $1.82 $1.97 $2.37 $3.07
Industeial ... $ .88 5 .94 $1.03 $1.34 $2.48
Mines or Maixns v Use (equivalent 37) ... .. 7,252 6,678 5,073 4,082 2,760
AREA SERVED (Square miles)............ ... 1,019 790 460 378 179
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