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Oakah L Jones
1901-1973

OakahJones joined Consumers’ Gas in 1954 as Vice-President and General Manager,
when the Company faced a new era of expansion with the introduction of natural gas
to Eastern Canada.

His creed as a businessman and citizen, one of sincere concern for the customer,
employee, shareholder and community, left an indelible mark on this organization.

This Company, and indeed this country, will long remember the contributions he
made throughout his career.
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Highlights

%
Increase

Gas sales revenues
Residential
Commercial . :
Industrial and other .

Gas sales — Mcf
Residential
Commercial . .
Industrial and other .

Number of active customers (Year end)
Residential
Commercial . .
Industrial and other .

Average use per residential customer—Mcf

Average revenue per Mcf
Residential
Commercial .
Industrial .

Net income for the year available for
dividends and reinvestment in the
business

Basic earnings per common share
(before extraordinary items) .

Dividends paid per common share .

See pages 32-35 for 10-year Financial and Operating Statistics.

$75,271,000
$62,603,000
$79,766,000

59,249,000
73,794,000
128,188,000

406,596
35,384
5,415

143.2

$1.27
$ .85
$ .62

$26,785,000

$1.39
$ .88

$70,122,000
$565,178,000
$72,113,000

55,320,000
65,969,000
118,757,000

391,270
32,986
5,295

141.0

$1.27
$ .84
$ .61

$23,311,000

$1.28
$ .88




Forward planning is essential to successful company per-
formance. J. C. McCarthy, president and the latc
Jones discuss such plans in one of their meetings dur

the year.
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Report to the Shareholders

Thisis our 12bth Annual Report. The end of our first century and a quarter was marked
by major changes in the world energy situation which is having a noticeable impact on
Canada.

It was also marked by the sudden loss of our former Chairman and Chief Executive
Officer, Mr. Oakah L Jones. Mr. Jones’ contribution to Consumers’ Gas was substantial
and remarkable. He launched the Company on its great period of growth which began
when natural gas became available in Ontario. His leadership played an outstanding
role in the development of the pipeline across Canada which opened the eastern
markets for Alberta natural gas.

In the pages that follow, we endeavour to review our position in relation to the un-
folding developments in the energy picture. The investing public has, during the past
year, become concerned about a number of factors which could affect our industry. The
adequacy of gas reserves and wellhead pricing have received a great deal of attention as
has the risk that regulatory restrictions will prevent or delay the recovery by distributors
of uncontrollable increases in the cost of gas purchased.

We have completed a satisfactory year which resulted from a continuation of the
impressive growth in the area served by your Company and from our efforts to keep
costs down. We believe that this growth will continue and that the shareholder will be
rewarded with an equitable return on his investment in our Company.

During the year a substantial amount of time and effort has been spentin hearings
before regulatory bodies. We have endeavoured to provide these governmental organi-
zations with all the information they need and require. We must do an efficient job for
our customers and to do so, those who provide us with the needed capital require a fair
and competitive return. Every year, we must attract large amounts of capital to meet
growing needs and to keep the system efficient. There is a similarity of interest between
customers and shareholders which is not always appreciated, and we shall continue to
do our best to serve them baoth.

Gas Supply

The topic of gas supply should be dealt with first because this appears to be an area
which is usually misunderstood in the Canadian context. A great deal has been written
in the past year about the energy crisis in the United States and many Canadians have
taken this to mean that there is a similar shortage of energy in Canada. The fact is
sufficient gas is available in Canada to supply Canadian requirements and it will be
available for many years to come.

The Company’s gas supply comes almost entirely from the Province of Alberta.
Natural Gasis supplied by TransCanada PipelLines Limited under long term contracts it
has with the Company. These contracts provide for increasing volumes through 1974
sufficient to meetthe Company’s anticipated growth requirements. In the normal course
of events, provisions for increased volumes beyond 1974 would now be under negotia-
tion. However, in an effort to increase the price of previously contracted for gas at the



wellhead, the Government of Alberta has to date refused to issue permits for additional
volumes of gas to be removed from Alberta beyond those volumes covered by existing
permits. While these issues influence the outlook for the industry, we are hopeful that
they will ultimately be resolved in a manner fair to all, so as to compensate the
producers sufficiently to encourage the necessary development of reserves and protect
our customers against unreasonable price increases.

Realizing that the reserves in Alberta cannot continue indefinitely to supply our
increasing requirements and that the future of your Company depends upon an adequate
supply of gas at reasonable prices, Consumers’ became a partner in the Canadian
Arctic Gas Study Group. This consortium is examining the feasibility of building a
natural gas pipeline from the Mackenzie Delta and Alaska to Alberta where it would
connect with the facilities of TransCanada PipeLines and with facilities in the United
States. The security of supply of gas in Canada for many years to come is largely
dependent upon this pipeline which must be approved and built without undue delay.

Tecumseh Gas Storage Limited

A vital part of our gas supply operation is our ability to store natural gas at those times of
the year when pipeline deliveries are surplus to our market requirements for subsequent
use during the cold weather. Your Company, together with Imperial Oil Limited in 1962
established Tecumseh Gas Storage Limited to develop underground storage facilities in
Southwestern Ontario. This venture has provided a means to minimize gas purchase
costs while at the same time it contributes a measure of security against any short term
deficiency in supply.

Regulatory Proceedings

In anticipation of substantial increases in the cost of gas supply which the Company
cannot absorb, an application for a rate review was filed with the Ontario Energy Board
early in 1973. The public hearings of the Consumers’ case commenced on April 16,1973
and to date has involved 22 days of testimony. The process includes a review of the
Company’s operations, the assets used in providing gas service to Ontario customers
(the rate base) and a determination by the Board of a fair return which may be earned on
that rate base. Consumers” has presented its case to the Board through the testimony of
16 of its employees and the following expert witnesses : W. A. Beckett of W. A. Beckett
Associates Limited (the Economy) ; D. W. Ross, Vice-President, Acres Consulting
Services Limited (Utility Economics) ; S. F. Sherwin, Vice-President, Foster Associates,
Inc. (Rate of Return) ; A. S. Fell, President, Dominion Securities Corporation Harris &
Partners Limited (Capital Markets) : R. R. Bird, Treasurer, Stone & Webster Management
Consultants, Inc. (Depreciation) ; J. B. Gillett, Manager of Valuation and Rates, Whit-
man, Requardt and Associates (Property Valuation) ; J. H. Lynch, Partner, Thorne Gunn
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& Co. (Income Taxes) ; and M. C. Cermak, Senior Consultant, The Thorne Group Ltd.
(Computers).

Itis anticipated that the hearing to determine the Company’s rate base and the allow-
able return thereon will conclude by the end of the year and that a decision from the
Board will be released early in 1974. A further hearing may be required to consider the
re-structuring of the Company’s rate schedules for its residential, commercial and
industrial customers in Ontario.

During the course of the Company’s hearing, TransCanada PipeLines received per-
mission from the National Energy Board to increase its rates to Ontario distributors
effective June 1, 1973. To offset this increase in the cost of gas, the Ontario Energy
Board permitted an increase of 2.3¢ per thousand cubic feet (Mcf) in the Company's
rates on an interim basis, subject to refund or other adjustment should the Board find, in
the pending applications for permanent rates before it, that Consumers’ was not entitled
to collect all or any part of such increase. The amount collected from customers under
this Order and included in Gas Sales Revenue, but subject to refund or other adjustment,
forthe period June 1, 1973 to September 30, 197315 $271,000.

In addition to the rate increase which it received in June, TransCanada has recently
received approval from the National Energy Board for further increases in its rates of
1.77¢ per Mcf effective September 1, 1973, and 5.23¢ per Mcf effective November 1,
1973. These increases, aggregating 7 ¢ per Mcf, will recover for TransCanada higher
operating costs as well as higher wellhead prices which it must pay in the future. The
resulting increase in the cost of gas purchased by Consumers’ Gas will in 1974 exceed
$15 million. Your Company will recover these increases from certain of its customers
under contracts which provide therefor in accordance with existing approved rate
schedules and from the balance of its customers under Orders of the Ontario Energy
Board made in accordance with its Reasons for Decision dated November 7, 1973. The
increase in the Company’s rates, aggregating 7¢ per Mcf, for certain contract customers
and customers subject to the Board's Orders will commence on December 1,1973.
Where the increased charges are levied in accordance with the Board's Orders they are
subject to refund or other adjustment should the Board find in the final disposition of
the Company’s Rates Application presently before it that the Company was not entitled
to recover all or part of such increase. By delaying the date of the increase to December 1,
Consumers’ Gas effectively gives its customers the benefit of the cost of volumes of
gas held in underground storage upon which the TransCanada increases did not apply.

In previous reports to shareholders your Company has indicated that it might not be
able to maintain its favourable credit rating unless a method was established to permit
timely recovery of increased costs of gas as well as other uncontrollable cost increases.
Failure to maintain our financial stability would in turn impair the Company’s ability to
provide reliable gas service to the community. We are pleased and encouraged by the
fact that during the year the Ontario Energy Board heard, reviewed and saw fit to grant
the Company’s applications for interim rate relief to offset three separate increases in
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gas supply costs pending the Board’s final decision in our Rates Applications. In this
way, although the increases allowed are subject to possible refund, the Company’s
financial integrity is maintained.

Gas Sales

Despite the fact that the weather during the past year was significantly warmer than the
previous year, our gas sales have improved by $20,227,000. Total sales of $217,640,000
compared to last year's figure of $197,413,000 indicate a continuation of the popu-
larity of natural gas which has developed over the past twenty years.

In excess of 24,000 new residential heating customers were added to the System
during the year which is significantly higher than the number added in any previous
vear. Sales to commercial and industrial customers also continue to increase at satis-
factory levels. The outlook for the coming years is for continuing high demand in all
categories of sales. At the present time, there isa substantial saving to the average
householder who uses natural gas for heating. Although considerably higher prices for
gas at theretail level are anticipated, the competitive position of our product in the
foreseeable future is not expected to be adversely affected since similar increases for
other fuels appear inevitable.

Operations

To supply this continuing high demand, our distribution facilities must be increased
correspondingly. Capital investment in these facilities amounted to $48 million during
1973. This was spent for additional mains, services, meters, regulating stations and other
equipment which are required in the distribution of our product. The cost of operating
these additional facilities in the face of current inflationary pressures is becoming in-
creasingly more difficult to offset by higher volume sales. We are constantly aware of the
need to control all costs to ensure that the customer is getting the most for his money,
hut we cannot sacrifice high standards of service so necessary in our industry.

Société Gazifére de Hull, Inc. and St. Lawrence Gas Company, Inc.

In addition to its Ontario distribution operations, Consumers’ Gas owns two gas distri-
bution companies. Société Gazifére de Hull serves the area in and around the City of
Hull, Quebec and St. Lawrence Gas Company Inc. serves the Massena-Ogdensburg area
of Northern New York State.

During the year the Quebec Electricity and Gas Board issued an order which permitted
Société Gazifére to increase its rates to the extent of approximately $180,000 per year.
We are pleased with the operations of both these wholly owned subsidiaries which are
showing consistent increases in sales and earnings.



billing, construction, engir
and general administration.

The Barrie area office (bottom) recently compl
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It takes many people, displaying a wide variety of skills and
expertise, to assure continuing progress. On-going super-
visory instruction and in-company training programs play
an important part in maintaining high standards of perfor-
mance, mutually beneficial to employees, the company, our
customers, and shareholders.




Exploration and Development

The Company’s exploration for gas and oil has continued to expand. Exploration and
development expenses amounted to $4.7 million during the year. A high level of
activity on Lake Erie, where two drilling vessels were employed throughout the 1973
drilling season, resulted in new gas discoveries which will improve the Company’s
Ontario reserves. During the year, the Company drilled forty-two exploratory and
development wells on its Lake Erie acreage of which twenty were successfully com-
pleted as gas wells.

In Southwestern Ontario the Company participated with others in the drilling of four
exploratory wells one of which was completed as an oil well. Pursuant to an agreement
with Sogepet Limited exploration work on lands in the James Bay Lowlands and in the
Hudson’s Bay area is being carried out.

The greatest increase in the Company’s exploration activities came in Western Canada
where it participated in conjunction with other companies in ten wells, one of which
was completed as an oil well and five as gas wells.

Underwater Gas Developers, Consumers’ subsidiary drilling company, operates its
Lake Erie drilling vessels on Consumers’ behalf. During the 1972-73 season, Underwater
also achieved a marked increase in contract drilling for outside companies, including
one well on the James Bay Lowlands and a number of wells in the States of
Pennsylvania and New York.

Home Qil

Consumers’ Gas on September 30, 1973 owned directly 276,788 Class B’ voting
shares and 389,084 Class A" non-voting shares of Home Oil Company Limited.
Consumers’ also owns 94.6% of the shares of Cygnus Corporation Limited which in
turn owns 1,000,000 Class “B" shares of Home Qil. A summary of the acquisitions over
the last three years is as follows ;

Home Qil Shares Cygnus Shares

Fiscalyear Class A ClassB ClassAandB Costto Consumers’
il 2| - - 1,416,829 $20,696,957
1972 389,084 276,788 545,208 24,953,809
1973 - — 1881, 802 15,382,611
Total 389,084 276,788 3,663,929 $61.,033.377

Note: Subsequent to September 30, 1973, Cygnus acquired from third parties, warrants to purchase 109,965
Class “A” shares of Home Qil.

Through these holdings Consumers’ owns or controls 49.6% of the voting stock of
Home Qil and participates in 20% of Home's earnings which are carried on the Con-
solidated Statement of Income on page 23 as ‘Equity in Earnings—Home Qil Company

13
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Limited'. The ownership of these shares is a result of a decision made in 1971 to extend
the Company’s operations into related fields. The acquisition of a major interestin Home
Oil enabled us to participate more fully in the development of oil and gas activities in
Canada and elsewhere at an accelerated rate over what would have been possible by
building up similar acreage positions and proven production reserves at today’s costs.
We are particularly pleased with the success which Home Oil has experienced in
improving their level of earnings and cash flow in the past year. Net earnings of Home
0il for the nine months ended September 30, 1973 increased over the 1972 comparable
period from $7.671,000 to $9,686,000 while cash flow increased to $21,731,000.
This improvement in earnings was principally a result of substantially higher crude oil
prices which became effective during the currentyear and of significantly higher produc-
tion from Home Oil’s reserves. Home Oil has scheduled a very active exploration and
development programme for the coming year. The nine month Interim Report for Home
Oil is reproduced in this report on page 36 for the information of our shareholders.

Consulting

In the field of consulting, Consumers’ Gas in consortium with a Brazilian Company,
Natron Engenharia S.A., has been conducting a major study in Rio de Janeiro for the
planning and feasibility of a major expansion of the existing gas distribution system in
that city. Thirteen Consumers’ employees have been involved in this work in Brazil for
various periods of time. This consulting work is not only profitable to the Company, but
the experience gained on such an assignment provides an added dimension to the
development of our staff.

A number of executives and senior managers from the client Company, Companhia
Estadual de Gas (CEG), have visited Consumers’ Toronto offices for orientation and
training seminars. Itis expected that our association with CEG will continue as their
plans for expansion are further developed.

Computer Operations

The Company is pursuing its computer activities through its wholly-owned subsidiary,
Consumers’ Computing Limited. Despite a marked increase in revenues the computer
centre is not yet a contributor to the consolidated earnings of the Company. We are
making every effort to correct this situation as quickly as possible.

In a related field, the operations of T-Scan Limited (60% of the common shares of
which are owned by your Company) resulted in losses in 1973, however there are signs
thatimprovements in sales could be experienced during the next twelve months. The
T-Scan Terminal is operating satisfactorily in the Sao Paulo Stock Exchange and the
terminal is in the process of being introduced into the ontrack betting industry in
Germany.



The computer in the background of this modern office
facility is the major factor in the smooth functioning of
monthly billing to some 440,000 customers. It also provides
capacity for otherin-company data processing require-
ments, and for our subsidiary, Consumers’ Computing
Limited.

Real Estate

The real estate operations carried out by the Company’s wholly-owned subsidiary,
Consumers’ Realty Limited, include investments in land in Whitby and in two joint land
development ventures in Ottawa. Itis anticipated that a satisfactory return will be
realized on these investments.

Community Antenna Television Ltd.

Through Cygnus Corporation, the Company owns 37% of the shares of Community
Antenna Television Ltd. which provides a cable television service to the southern part
of the City of Calgary. The outlook for this company is encouraging.

15



A fleet of company vehicles at Victoria Park is framed by
part of the facilities for our continuing r and experi-
mental test program into the use of natural gas as a non-
polluting fuel for motor vehicles.
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Research and Development

During the past fiscal year, greater emphasis was placed on research and development
projects in conjunction with The Institute of Gas Technology in Chicago and the
Canadian Gas Association, aimed at conservation of energy and the protection of the
environment. Two new projects were initiated to meet these objectives. One of them is
designed to control emissions of nitrogen oxides and simultaneously reduce the specific
fuel consumption in high-intensity combustion systems employed in industrial pro-
cesses. The second project is designed to conserve energy for space heating by utilizing
direct fired make-up air heaters.

The results of a research and development project have been utilized to develop a new
design for domestic hot water heaters. A number of water heaters of this design are
being manufactured for an intensive field test programme in specified parts of the
country. Successful completion of this programme is expected to substantially improve
the quality of hot water service to our customers.

Personnel

The success of any Company is the result of the efforts of a variety of individuals who
collectively carry out the tasks of every day operations. Your Company employs ap-
proximately 2,500 people in many diverse functions ; engineers to plan extensions to the
systems ; construction crews to install new mains and services ; salesmen to assist
customers ; meter readers to determine how much gas is used ; clerical staff who partici-
pate in the preparation of the 440,000 bills which go out each month and who process
the accounts when paid by the customers ; service men to service gas burning equip-
ment used by our customers ; experts in exploration and development for oil and gas ;
experts in the operations of computer facilities and in the many other functions which
are necessary in a Company of this size. We believe our employees work in a dedicated
fashion to provide a service to our customers and we are proud of them. In addition, the
operations of Consumers’ Gas creates a substantial number of jobs in the community in
the manufacturing and production of the equipment and materials used by the Company,
the contract work done for it by outsiders, and the usual indirect contribution which
comes from many other products and services which we purchase.

Company employees comprising about 50% of the staff are represented by six locals
of various unions. In the past year two contracts were renewed granting increased
wages and benefits in line with general industry standards. Four other contracts will
expire during 1974, two in January, one in April and the last in November, 1974.

Financial
Income before extraordinary items in 1973 of Consumers’ Gas and its subsidiaries
amounted to $25,164,000, an increase of $1,853,000 over 1972. Basic earnings per

17
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common share before extraordinary items were $1.39 as compared to $1.28in 1972, an
increase of 8.6%. After taking into account the extraordinary items which occurred only
in 1973 being the gain on sale of surplus land and the provision to write down the
Company’s share of Home Oil's investment in the Lockton Gas Plant, netincome for the
year available for dividends and reinvestment in the business was $26,785,000.

As noted earlier, the weather during the year was 3.7% warmer than that of the pre-
vious year and we are, therefore, quite pleased to be able to report this increase in net
income. Shareholders will note the substantial increase in equity in earnings accruing
to your Company from its investment in Home Oil Limited which has been a large con-
tributor to the improvement in earnings of Consumers’ Gas.

The Company has adopted revised depreciation rates for its Ontario utility property
commencing on October 1, 1972 in accordance with recommendations contained in a
study completed by Stone & Webster Canada Limited in 1973. Depreciation rates and
methods used by Consumers’ Gas for this property are subject to the approval of the
Ontario Energy Board which may or may not accept those recommended in the Stone &
Webster Study. The required approvals are being sought by the Company in the Rate
Case now in progress before the Energy Board. This change has increased depreciation
and decreased net income for the year ended September 30, 1973 by $850,000.

During the year the Company, through the issue of First Mortgage Sinking Fund
bonds, raised $60,000,000 at 8%%, $15,000,000 (U.S. funds) at 8%, and $20,000,000 at
8%9. These funds were used to reduce short term debt and to finance in part the capital
expenditure programmes which totalled $563.1 million in the 1 973 year.

Appointments

Mr. J. Douglas Gibson has recently been appointed to the position of Chairman of the
Board of Directors of The Consumers’ Gas Company. Mr. J. C. McCarthy has been
appointed Chief Executive Officer in addition to his position of President of the Company
and has also been appointed Chairman of the Board and Managing Director of Cygnus
Corporation Limited. Mr. R. B. Coleman, a Vice-President of Home was appointad
President of Cygnus.

During the year Messers. Orian E. Low, Q.C. of Ottawa, Frederick H. Newman of
St. Catharines and Ross F. Phillips of Calgary were appointed to fill vacancies of the
Board of Directors. Mr. F. Warren Hurst, F.C.A., recently retired from the Board and from
his position of Executive Vice-Presidentand General Manager—Commercial
Operations.

Mr. A. G. S. Griffin, a Director of the Company, has been appointed Chairman of the
Board of Home Qil Company Limited, while Mr. Phillips was appointed Presidentand
Chief Executive Officer of that company.
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Metropolitan Toronto, one of the fastest growing centres in
North America, viewed from this vantage point on top of the
Toronto-Dominion Centre, exemplifies the progress taking
place in the area served by the company. Keeping pace with
such demands is a challenge to your company and a solid
basis for continued corporate growth.

18
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QOutlook
1974 should be another productive year for Consumers’ Gas. The growth of the com-
munities served by the Company is such that capital expenditures estimated at approxi-
mately $63 million will be made to expand our facilities and to continue our exploration
and development programme for gas and oil. It is expected that the Ontario Energy
Board will conclude its review of the Company’s operations, and itis hoped that a
national solution will be found to the field pricing problem which will permit the con-
tinued orderly development of our industry.

%ﬁ%% gmé&?

Chairman of the Board President and Chief Executive Officer

November 9, 1973
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The Consumer S, GaS Company and subsidiary companies

1964 1965 1966 1967 1968 1969 1970 1971 1972 1973
Earnings and Dividends 1.39
per Common Share ($1.39 and $.88)

. Basic Earnings (before extraordinary items)
Current Annual Dividend Rate

Revenues ($234,970,000)

Other revenue
Industrial and other
Commercial
Residential

Cash Flow From Operations ($42,918,000)

16.3 19.6 20T 239 259 216 30.6 349 398 429

Capitalization ($527,274,000)

H Long Term Debt
Preference Shares
Common Equity . . . .

240.1 2795 2839 | 305.4 3012 3580 3585 4028 4247 5272
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Consolidated Statement of Income

The Consumers’ Gas Company and subsidiary companies

(Expressed in Thousands)
Years ended September 30
1973 1972
REVENUE
Gamsales (MO o o D o e e o s v e e e il e $217,640 $197,413
GBS S | o cali GCINRERT L0 L § e ) e d e I B B 17,330 15,036
234,970 212,449
COSTS AND EXPENSES
o T T s 127,425 115,596
Operation:and MaIMEnance . . . » « « w o v 2 6 5 W o5 F w e s a e 34,553 31,513
Depreciation'and depletion’ i v « & & 5 5 v 5w s b v b b e e e e e e 14,745 13,049
Municipal and other taxes . . . . . . . . . .. .. e e e 4,281 4,266
Interest and amortization—long termdebt . . . . . . . . . . . ... .. ... 22,985 15,878
ERHECIeosat. R Lo UL LT G e e e e e e g R e 1,995 2,865
205,984 183,167
28,986 29,282
Equity in earnings before extraordinary items (note 2)
Home Oil Company Limited. . . . . . . . . . . . . . . . v v v v v ..o 2,382 915
Tecumseh Gas Storage Limited and othercompanies . . . . . . . . . . . . . .. 1,051 876
Income before income taxes and extraordinary items . . . . . . . . . . . . . .. 32,419 31,073
Income taxes (note 6)
(57T S S By S e e e IE S e e el SR 3,316 4,368
Deferredt <. 1 o) S D URSTRm S RS SR 3,939 3,394
7,255 7,762
Income before extraordinary items . . . . . . . . . . . . . ... o ua ... 25,164 23,311
Extraordinary items
Gainuon sale of strplosiiand Sl ST S Fa s TS T i s e 2,207 —
Share of provision in Home Oil Company Limited for write-down of investment
TR ZAS PrOCESSIEPIARE 1w & o (s i s e s E T e e s (586) —
Net income for the year available for dividends and reinvestment in the business . . . . 26,785 23,311
Dividends
Preference shares o i o hlie ' S B 5 AR R ek = e et 875 901
Cotmon BHETEL « v o 05 200 5 2o b » mile o et a e ey e 15,409 15,406
16,284 16,307
Net income reinvested inthe business . . . . . . . . . . . . . v v v s uou .. $ 10,501 $ 7,004
Basic earnings per common share (note 11)
Income before extraordinarydtems . . . . . v v v 4 v e v v s e e e e $ 139 $ 1.28
NetinCome . v « on e R N e s e e . b e e s s o $§ 148 § 1.28
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Consolidated Balance Sheet

The Consumers’ Gas Company and subsidiary companies

(Expressed in Thousands)
September 30
ASSETS 1973 1972
CURRENT ASSETS
Cashiandideposiisa i i EiEasers o 8 I N e o sl n e e S s L 5 $ 1,573 $ 2177
Accounts receivable (including amounts receivable on merchandise finance plan,
1973=89,744, 197286500 . & el = s i 5 ap silen s s s i w wl e B 28,679 26,420
Materials and supplies at the lower of cost and replacementcost . . . . . . . . . 5,758 5,414
Grasistored underground BECost: 5 ot L L s b A s e e e e e e 23,003 14,605
D o2 (S 4 T o il o T et s ar e el el R A | S 1,636 1,220
60,649 49,836
INVESTMENTS (note 2)
Home Oil Company Limited at equity in underlying netassets . . . . . . . . . . 38,488 34,943
Tecumseh Gas Storage Limited and other companies at equity in underlying net a,ssets : 7,630 5,931
Otheriquoted SECUTIHERIAtICOST = = 5l s i, a0 aile, o =is ol & g s s s iy o 18,136 18,136
snndoyinyestrentstaticns it F s el o) o e i e A S 53 41
64,307 59,051
PROPERTY, PLANT AND EQUIPMENT at cost or redetermined value (note 3) . . . . . . . 549,692 506,172
Accumulated depreciation and depletion . . . . . . . . .. L oL oL .. 82,639 717,005
467,053 429,167
OTHER ASSETS AND DEFERRED CHARGES
Mottoagesstecervables S at s Ll G oo = ) 8,276 7,122
Property held for resale and other assets atcost . . . . . . . . . . . ... .. 2,453 2,353
Investment in Gas Arctic—Northwest Project Study Group (note4). . . . . . . . 1,572 —
Deferred SasieOStSUHOTEEA )t 1.8 TR b e e e L s i i g ey e e sre 7,263 3,560
Unamortized debt discount and eXpense . « « .« s « 4« 5 bov s e 5 e s 3,699 2,485
Othendefemed char e e e o e b e iy 2,443 2,115
25,706 17,635
Approved by the Board:
J. K. MACDONALD, Director
J. C. McCARTHY, Director
$617,715 $555,689
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LIABILITIES

CURRENT LIABILITIES
Bank borrowings .
Notes payable . .

.............................

.............................

Accounts payable and accrued . . . . . . . . . L . . .. e e e e e e
Accruedinterestion longtermdebt . . . . o . . v v v v w w0 e e e s

Taxes payable . .

.............................

Dividends payable'Oetoberlic o ¢ v o ¢ oo 5 % v 5 & & & % @ & 5 W owE o a
Funded debt payable withinoneyear . . . . . . . . . . . . . . .« .« ...

LONG TERM DEBT

Eanded e o e e o & o he o o T e
M OB Py e ein st s v e s e
Notepayable 8189 dueTantiany 97855 « 5 & & 3 i & 5 = s % @ v o wlw & W s s

Bank indebtedness, secured . . . . . . . . . . . . e e e e e e e e e e

DEFERRED TNCOME TAXES(NO1E6). . v o w v & & v % w o & o w0 & a0 s 6 5 s 5 s

MINORITY INTEREST IN SUBSIDIARY COMPANIES . . . . &« &« « & & & & o s & s 5 o s

SHAREHOLDERS’ EQUITY
Capital stock

Preference shates (oo s S il aii e L S e I S
Common shares (note 9)
Authorized—75,000,000 shares without par value

Issued —17,

Contributed surplus

510,173 shares (1972—17,509,348 shares). . . . . . . . . . .

.............................

Excess of net redetermined value of property, plant and equipment over depreciated

book cost (note 3)
Reinvested earnings

.............................

.............................

September 30

1973 1972

$ 8,153 $ 69,461
23,517 4,587
26,951 22,639
6,207 3,025
1,399 1,308
4,069 4,075
1,807 1,121
72,103 106,216
345,362 255,822
1,725 1,289
10,000 — e
— 4,759
357,087 261,870
16,224 12,285
2,114 12,482
16,012 16,320
72,940 72,926
3,293 3,233
15,024 15,761
62,918 54,596
170,187 162,836
$617,715 $555,689
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Consolidated Statement of Reinvested Earnings

The Consumers’ Gas Company and subsidiary companies
(Expressed in Thousands)

Years ended September 30
1973 1972
Balatcerat beginninglofyearis s 8 Sl sl 5 S A o s st $ 54,596 $ 56,493
INEtIncome Eeinvested Mmthelbusinesss S IS o R e 10,501 7,004
Amounts realized through depreciation provisions, transferred from excess of
net redetermined value of property, plant and equipment over depreciated :
{10703 Q0T et R DL SRR L T S S ek o s G SRS ORI N RS s 309 349
65,406 63,846
Deduct
Excess of investment in shares over equity in underlying net assets at dates of acquisition
Home Qil:Company Limited (notei@) ) . 00 2 i i v h 2 o v 4 el ot s 0k — 7,938
Cygnus Corporation Limited and other subsidiaries (note 1) . . . . . . . . . 4,665 1,312
Adjustment arising on conversion of debentures in
Home: Qi Companveliniitede. 5 tr e 8 s e A D e S b . (2,177) —
2,488 9,250
Bilance at end o VEars: 0 H ik ¢ i il i e i e e e o e e e el e $ 62,918 $ 54,596

Consolidated Statement of Source and Use of Funds

The Consumers® Gas Company and subsidiary companies
(Expressed in Thousands)

Years ended

SOURCE OF FUNDS
s W O T O DA ON S Rl ol v st e atls o i, Lo e e oS
Issue of long term debt excluding mortgages payable. . . . . . . . . . . .. ..
T AT lo R TRty g ol e et AR NSRS U IE L S i S
Ineredse 1N merteAgesipayable et o LR SR s
Reduction in mortgages receivable and other assets, net

USE OF FUNDS
Net additions to property, plant and equipment . ., . . . . . . . . . . . . ..
Investment in shares of subsidiary companies adjusted for working capital
positioneatdatesiohacinisiiont - f. LR S EES, 8 G e s
Investment in shares of Home Oil Company Limited. . . . . . . . . . . . . ..
Investment in shares of 'Other COMPANIES s . & 5 . & o = w s s vl oo il o s s 1
Investment in Gas Arctic—Northwest Project Study Group. . . . . . . . . . . .
Detertaliof incieased osEioigas. o =i« v e o a & s e e e 4
Reduction in non-current portion of long term debt excluding mortgages payable . .
Preference shares purchased for eancellation’ .0k, o 0 v v w0 m e i
Fundedidebtissueicostsiianins o i e sl i L s s e
Dividends on preference and common shares . - . o« & v 2 s & & w0 . w4 <
I e s Tt o i st e e R e R s S

September 30

1973 o 5

$ 42,918 $ 39,796
104,728 32,000
14 212

436 382

800 206
148,896 72,596
53,059 51,176
15,405 4,184
i 21,070
1,128 101
1,572 =
3,703 3,560
9,947 6,616
248 377
1,503 600
16,284 16,307
1,121 (384)
103,970 103,607
$ 44,926 ($31,011)
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Notes to Consolidated Financial Statements

The Consumers’ Gas Company and subsidiary companies

NOTE 1 COMPANIES INCLUDED

The consolidated financial statements include the accounts of The Consumers’ Gas Company and all subsidiary companies since
dates of acquisition. The investment in shares of Cygnus Corporation Limited and other subsidiaries exceeded the company’s equity
in underlying net assets by $4,665,000 in 1973, and $1,312,000 in 1972, all of which is allocable to goodwill and charged to reinvested
earnings.

NOTE 2 INVESTMENTS

The company holds directly an 87 interest in the equity of Home Oil Company Limited and a further 129, interest in the equity of
Home is held by Cygnus in which the company has a 949, (489, in 1972) equity interest. The companies follow the equity method
of accounting for their investment in Home (which is effectively controlled), Community Antenna Television Ltd. (in which Cygnus
has an interest of 379;) and in Tecumseh Gas Storage Limited and other companies 509, owned. This method reflects the company’s
interest in the earnings of such companies in the consolidated statement of income (in the case of Home after the Cygnus minority
interest therein) and the investments in such companies are carried on the consolidated balance sheet at equity in underlying net
assets. The company’s investment in shares of Home exceeded the book value of underlying net assets at acquisition by $7,938,000,
all of which was allocable to goodwill and charged to reinvested earnings. Dividends received on investments for which the company
follows the equity method of accounting amounted to $1,313,000 in 1973 and $1,143,000 in 1972,

Details of other quoted securities are as follows:

Number of Quoted Market
Shares Cost Value September 30
The Consumers’ Gas Company 1973 1972
(Expressed in Thousands)
Union Gas Limited—common shares . . . . « .+ &« v v s s o s s o & o s » 700,000 $ 12,846 $ 7,088 § 9,275

Cygnus Corporation Limited
Atlantic Richfield Company—common shares . . . . . . . . . « « . . . . 50,000 5,290 4,763 3,281

§ 18,136 $ 11,851 $ 12,556

NOTE 3 PROPERTY, PLANT AND EQUIPMENT

The following is a summary of the property, plant and equipment and related accumulated depreciation and depletion:

1973 1972
Accumulated Accumulated
Depreciation Depreciation
and and
Asset Depletion Asset Depletion
(Expressed in Thousands) (Expressed in Thousands)
The Consumers’ Gas Company and subsidiaries other than Cygnus
Gas utility plant including distribution, transmission and underground
storage facilities, land, structures, pipelines, permissions, equipment, etc. §521,784 § 77,249 $480,764 $ 71,296
Natural resource properties (mainly under Lake Erie) including wells,
gathering lines and exploration and development costs . . . . . . . 21,076 1,884 16,373 1,203
Drilling and related equipment . . . . . . . . . . . . . . . . . . 3,868 2,105 3,972 1,545
Income-producing realestate . . . . . . . . . . . 4 v ow .o w o 258 2 2,289 1,679
Computer EqUIpMenE: = e i s e e e e e e T 340 221 424 313
Cygnus Corporation Limited and subsidiaries
Plantand equipment . . . . . . . . . . . 4 4 . s e e e e e 2,366 1,178 2,350 969
$549,692 $ 82,639 $506,172 $ 77,005
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Notes to Consolidated Financial Statements (continued)

The Consumers’ Gas Company and subsidiary companies

All land, plant and equipment is stated at cost, with the exception of the remaining portion of gas utility plant and equipment
acquired by the company prior to September 30, 1955 which is stated at a redetermined value of $49,264,000 at September 30, 1973,
based on reproduction cost according to an appraisal made by Stone & Webster Canada Limited as at September 30, 1955.

Accumulated depreciation at the date of the appraisal was based on estimated service life. Depreciation for subsequent years has
been calculated on a straight line estimated service life basis using the stated values of depreciable assets.

The increase in the depreciated value of property, plant and equipment, resulting from the 1955 redetermination (less portions of
such increase realized through disposals and depreciation provisions and adjustments for the years 1956 to 1973) has been included
in shareholders’ equity as excess of net redetermined value of property, plant and equipment over depreciated book cost.

The Company follows the full cost method of accounting for gas and oil operations whereby all costs of exploring for and developing
gas and oil and related reserves, which to date have all been expended in Canada, are capitalized and form part of property, plant
and equipment. Such costs include land acquisition costs, geological and geophysical expense, carrying charges of non-producing
property, costs of drilling both productive and non-productive wells and overhead expense related to exploration activities. These
costs are depleted using the unit of production method based upon estimated recoverable reserves. Depreciation of all other plant
and equipment is calculated on the straight line estimated service life basis.

The Company has adopted revised depreciation rates for its Ontario utility property effective October 1, 1972, in accordance with
recommendations contained in a study completed by Stone & Webster Canada Ltd. in 1973. This change has increased depreciation
and decreased net income in 1973 by approximately $850,000. Depreciation rates and methods used by the Company for this
property are subject to the approval of the Ontario Energy Board which may or may not accept those reccommended in the Stone &
Webster study. This approval is being sought in the Company’s Gas Rates Application now before the Board.

NOTE 4 INVESTMENT IN GAS ARCTIC—NORTHWEST PROJECT STUDY GROUP

The company is participating along with other major gas and oil companies in a study to determine the feasibility of constructing
a gas transmission pipeline from Northwest Canada and Alaska to markets in Canada and the United States.

If the project is determined to be feasible and the necessary regulatory approvals are received, the company’s contribution might be
converted to a share or other security interest in the permanent financing of the pipeline (pro-rata with other members of the study
group): otherwise the investment will be written off to the extent that it is not recovered.

NOTE 5 DEFERRED GAS COSTS

The company agreed to pay TransCanada PipeLines Limited an additional 2.1¢ per mcf on gas delivered by it for use in Ontario
for the period commencing January 1, 1972 until the effective date of the National Energy Board order fixing the rates to be charged
by TransCanada. The date of this order upon which payments terminated was June 1, 1973. This agreement enabled TransCanada
to finance the construction of additional pipeline facilities necessary to deliver the gas volumes required by the company in the
future. In accordance with Accounting Order U.A. 11 made by the Ontario Energy Board, an amount of $7,263,000 ($3,560,000 at
September 30, 1972), arising from the payments under this agreement, has been deferred in the company’s accounts to be amortized
in future years. The Ontario Energy Board has reserved for future consideration the appropriate treatment of the deferred gas costs
and the amortization thereof in relation to the fixing or approval of just and reasonable rates which matter is before the Board in the
Company’s current Rates Application. The Company has proposed an amortization period of fifteen years commencing upon the
implementation date of the permanent rates structure to be approved by the Board as a result of the Company’s current Rates
Application.

NOTE 6 INCOME TAXES

The companies follow the tax allocation basis of recording income taxes except in gas utility and like operations. In gas utility and
like operations, where tax reductions arising from the differences in timing of deductions for income and for tax purposes continue
to accumulate for many years, rate and revenue structures are designed not to recover deferred taxes in current revenues and accord-
ingly deferred taxes are not recorded in the companies’ accounts. Such deferred taxes not recovered in revenues and not recorded
amounted to $6,500,000 in 1973, $5,900,000 in 1972 and to an accumulated amount of $70,800,000 at September 30, 1973, which
has been adjusted to reflect income tax filings and assessments to date.

The 59, investment tax credit granted by the Government of Ontario is based on investment in expansion of plant. For this reason,
the company is deferring the reduction in corporate income taxes which it has received and is amortizing this tax reduction over a
five year period to offset in part the cost of carrying such new investment during the first five years of customer build up and con-
sequent lower return thereon. Accordingly $415,000 has been reflected in income in 1973 (8343,000 in 1972) and the remaining
$1,207,000 recorded to date is included in deferred income taxes to be amortized over future years.
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Notes to Consolidated Financial Statements (continued)

NOTE 7 FUNDED DEBT

Outstanding
Maturity 1973 1972

(Expressed in Thousands)
The Consumers’ Gas Company
First Mortgage Sinking Fund Bonds

33405 Series A 0. ot AP 8 " e v bk o el B e s B 1974 $ 4,500 $ 4,579
L T R e 5 o B o e e e B e L R 1978 12,766 12,890
by s i G L e e R e 1983 16,059 16,649
4.85%, Series D (1973—U.S. $13,250,000, 1972—1U.S. $13,650,000). . . . . . . 1985 14,224 14,653
8MUL.SEHES B T v el e s o P e e e A et 1993 60,000 —

8% Series B (RS —SIS0000000) v v v v s e v sl s e w @ s 1993 14,728 —

A R s I e 1994 20,000 —

Sinking Fund Debentures

AR R . i a1 Welms ¢ e (R (e o g el 1974 3,000 3,000
L EVey ok RURSIRLINSIOE I Solenl P e O e L i 1976 4,431 5,020
AT Yo et e e e N =S e | i st il e NS S 1977 3,235 3,341
B8 o, S T e e e e e, (o o o i BT i R N e 1979 6,550 6,963
B0 M) = sot o e e L s i T el T et e e e SE 1981 9,693 10,240
B R R e T B e 1982 7,497 7,922
S o ani s 2 R S Al e (i w5 o] el e e L 1984 8,734 9,181
BTN 5 i i = ) e T e s meRe e B e R e Re e s g et 1985 17,051 17,726
BUECHN Ci s ar i o 5, a0 e o el et Vi S e e e e e s e 1991 50,000 50,000
B U i e s R R T il 6 5 s e b bt A 1992 32,000 32,000

Convertible Sinking Fund Debentures
5149 (convertible into common shares at a conversion price of $23.53 per share). . 1989 59,998 59,998

St. Lawrence Gas Company, Inc.
First Mortgage Sinking Fund Bonds

5149, (1973—U.S. 52,496,000, 1972—U.S. §2,568,000) . . . . . . . . . . . . 1988 2,703 2,781
347,169 256,943

Less payable within one year included in current liabilities . . . . . . . . . . . . 1,807 1,121
$345,362 $255,822

The aggregate principal amounts of funded debt maturities and sinking fund requirements amount to approximately $13,609,000 in 1975
and $10,626,000 in 1976.

NOTE 8 PREFERENCE SHARES

Authorized
Group 1— 160,117 shares (1972—163,202 shares) of $100 each, issuable in series
Group 2— 1,000,000 shares of $100 each, issuable in series
Group 3—15,000,000 6149, convertible shares of $14 each

Outstanding, Group 1 1973 1972
Shares  Amount Shares  Amount
5149, cumulative Series A, redeemable at a premium reducing from 29, to 1%,. . 44901 § 4,490,100 46,126 § 4,612,600
5149, camulative Series B, redeemable at a premium reducing from 3%, to 19, . . 89,516 8,951,600 90,876 9,087,600
59, cumulative Series C, redeemable at a premium reducing from 49 to 19, . . 25,700 2,570,000 26,200 2,620,000
$16,011,700 $16,320,200

A retirement fund for the purchase of each class of preference shares for cancellation is required to be maintained in the amounts
of $100,000 for the Series A shares, $200,000 for the Series B shares, and $60,000 for the Series C shares. These funds are required
to be augmented on January 2 of each year by the amounts necessary to re-establish them at the original amounts to the extent
that this obligation has not been satisfied by purchase of preference shares for cancellation in prior years. At September 30, 1973
no balance remained in the retirement funds as they had been fully used to purchase preference shares for cancellation.

During the year, 1,225 Series A, 1,360 Series B and 500 Series C preference shares having an aggregate par value of $308,500 were
purchased for cancellation. The amount of $60,000 by which the par value exceeded the purchase price of such shares is included
in contributed surplus.
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NOTE 9 COMMON SHARES

During the year, 825 common shares were issued on the exercise of share options for $14,000 cash.

2,549,915 common shares are reserved for issue upon conversion of the 5149, convertible sinking fund debentures.

Under the terms of the Restricted Stock Option Plan approved by the common shareholders on November 19, 1956, 890,874 common
shares have been set aside for purchase by key employees. At September 30, 1973, 801,117 shares had been issued under this plan

and options are outstanding on 51,400 shares at $17.55 per share, and 38,357 shares at $14.07 per share. The last of these options
expires on August 7, 1979. A total of 92 employees hold options under the Restricted Stock Option Plan.

NOTE 10 INTERIM RATE INCREASE

As a result of an Order of the National Energy Board issued to TransCanada PipeLines Limited, the supplier of substantially all of
the gas requirements of the Company, the unit cost of gas to the Company increased by an aggregate of 2.3¢ per Mcf effective June 1,
1973. The Company received approval from the Ontario Energy Board for an interim increase in its existing rates of 2.3¢ per Mcf
effective June 1, 1973, to recover from certain of its customers this additional cost of gas purchased by the Company and sold to
them. Inits Order the Ontario Energy Board made the interim increase subject to refund or adjustment should the Board in its final
disposition of the Company’s application presently before it, find that the Company was not entitled to recover all or any part of
such increase. The amount included in 1973 revenue which may be subject to such refund or adjustment is $271,000.

NOTE 11 EARNINGS PER SHARE
Earnings per share have been calculated on the weighted average number of shares outstanding during the year.
Fully diluted earnings per share (assuming conversion of the convertible debentures and exercise of stock options) are as follows:

1973 1972
Income before extraordinary eI e e e e e el el e e $1.29 $1.20
I, T8 o T v (-l S i b s e - o TR - o = e o RS S i e e e et TR $1.37 §1.20

NOTE 12 REMUNERATION OF DIRECTORS AND SENIOR OFFICERS
Direct remuneration of directors and senior officers amounted to $392,000 for 1973 and $375,000 for 1972.

NOTE 13 PENSION PLAN LIABILITY

The estimated unfunded past service liability of the company and its subsidiaries according to an independent actuarial calculation
made as at January 1, 1973 amounted to $3,700,000 at that date based upon increased benefits to employees effective January 1, 1974.
This obligation will be satisfied and charged to operations over 17 years in equal annual instalments. Annual contributions are made
and charged to operations in the amounts estimated in the actuarial calculations to be sufficient to fund all current costs of the plan.

NOTE 14 CONTINGENT LIABILITIES AND SUBSEQUENT EVENTS

The company has entered into an agreement whereby it agrees to make sufficient use of the facilities of Tecumseh Gas Storage
Limited to generate the revenue required by Tecumseh to meet its obligations under Trust Indentures relating to its Series A and
Series B debentures. In the event that there is any deficiency, the company will be required to purchase subordinated securities in an
amount sufficient to make up the deficiency. The management of the company is of the opinion that Tecumseh will generate suf-
ficient revenue to meet its obligations.

Gas sales revenues include $271,000 which may be subject to refund or other adjustment (see note 10).

TransCanada PipeLines Limited has obtained Orders from the National Energy Board permitting it to increase its rates by 1.77¢
per Mcf effective September 1, 1973, and by an additional 5.23¢ per Mcf effective November 1, 1973. The Company will recover
these increases in the cost of gas purchased aggregating 7¢ per Mcf from certain of its customers under contracts which provide
therefor in accordance with existing approved rate schedules and from the balance of its customers under Orders of the Ontario
Energy Board made in accordance with its Reasons for Decision dated November 7, 1973. To effect such recovery these customers
will be charged an additional 7¢ per Mcf on all gas sold to them from December 1, 1973. The Ontario Board’s Orders will provide that,
where the increase is charged to the Company’s customers in accordance with the Orders, it will be subject to refund or other
adjustment should the Board find in the final disposition of the Company’s application presently before it that the Company was
not entitled to recover all or any part of such increase.

Subsequent to September 30, 1973, Cygnus Corporation Limited acquired from third parties, for $3.6 million, warrants to purchase
Class “A” shares of Home Oil Company Limited as follows: 76,975 shares at $14.55 U.S. per share and 32,990 shares at $17.66 U.S.
per share, exercisable on or before April 30, 1980. Funds for this transaction are being obtained from the sale of a portion of Cygnus’
investment in Atlantic Richfield Company.
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Auditors’ Report

AUDITORS' REPORT

To the Shareholders of
The Consumers‘ Gas Company

We have examined the consolidated palance sheel of The Gonsumers'

Company and subsldiary companies as at September 30, 1973 and the consolidated

statements of incomé, reinvested earnings and SOUTCE and use of funds for the

year then ended- our examination included a general review of the accounting

procedures and such tests of accounting records and other supporting eyidence as

we considered necessary in the circumstances.

In OuT opinion these consolidated financial gtatements present fairly

the Einancial position of the companies as at geptember 30, 1973 and the results

of thelr operations and the source and USE of theif funds 0T the year then ended,

in accordanc® with generally eccepted accountingé principies applied on @ basis

recedin® year - /%‘/
Torontos Canada

November 9 1973 Chartered Accountants

consistent with that of the P

OFFICES ‘."r\\IOUGHD\lT CANADA AND ASOCIATES THRUJGHDUT THE WORLD
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HOME O"_ COMPANY L”V"TED and subsidiary companies

INTERIM REPORT TO SHAREHOLDERS

for the nine months ended September 30, 1973

TO THE SHAREHOLDERS

Production, gross revenue, cash flow and net earnings
continued at record levels for the third quarter in 1973
primarily as a result of higher market demand for crude
oil and increased product prices.

Production of crude oil and natural gas liquids for the
nine month period increased to 30,000 barrels per day
after deduction of royalties, compared with 23,800
barrels per day during the same period of 1972.
Natural gas sales rose to 106,000 Mcf per day
compared to 102,200 Mcf per day a year ago.

Revenue gains derived from crude oil price increases
have been partially offset by the higher royalty rates
and the new mineral reserve tax in Alberta. During the
nine month period, royalties and mineral taxes totalled
$6,801,000. In addition, current income taxes payable
for the period are estimated at $4,671,000 with a
further $262,000 being paid for pipeline and property
taxes. The Company believes that Canadian crude oil
prices must be allowed to align themselves to world
crude oil prices. This is particularly true in light of the
large capital outlays required for exploration in frontier
areas, the increasing cost of replacing reserves and
the strong demand for Canadian crude.

Home had an interest in 53 exploratory wells during
the period ending September 30, 1973. This program
resulted in one oil well, 7 gas wells and 34 abandon-
ments with 11 wells still drilling. One of the natural
gas discoveries located in Custer County, Oklahoma,
was drilled on acreage farmed-in and follow-up
drilling will commence in the near future to more fully
evaluate the gas potential in the area.

.In its continuing efforts to broaden its land holdings,

the Company has entered into a joint venture with
Panarctic involving part of Home's acreage on Ellef
Ringnes Island with a part of Panarctic’s holdings on
Eglington Island, Amund Rignes Island and Elles-
mere Island. A well is planned on this acreage during
the winter drilling season. The Company previously
announced that it had purchased Axel Heiberg Oil
Company’s interest in nine favourably located oil and
gas exploration permits on Axel Heiberg Island.

The Company will earn a 6%% interest in approximately
1,960,000 acres of offshore permits by participating in
the drilling of a well on the Grand Banks offshore
Newfoundland, with the option to earn a further 3%%
interest by participating in the drilling of a second well.
The initial well is expected to start in December, 1973.

The marine seismic survey conducted offshore Oman,
in the Sultanate of Oman, resulted in Home and its
partners electing to drill an exploratory well to earn an
interest in the concession. Drilling is expected to
commence early in 1974,

In August, the Company called for redemption its 52%
Convertible Subordinated Debentures, due February 1,
1992, As a result $24,815,000 of the .$25,000,000
principal amount outstanding was converted into
652,643 Class “A" shares of the Company. This has
resulted in a substantial reduction in long term debt.
Overall cash flow will be improved due to lower
interest charges.

Subsequent to September 30, Home purchased from a
number of Canadian institutional investors 216,650
shares of Scurry Rainbow Qil Limited. Payment for the
shares consisted of $1,607,000 and 75,000 Class "A"
shares of the Company which the institutions have
agreed to hold for investment. Home's interest in
Scurry now consists of 475,850 shares, or approxi-
mately 18%.

A number of Senior Executive appointments were
recently announced. Mr. R. F. Phillips, formerly Senior
Vice-President, Finance was appointed President and
Chief Executive Officer, and Mr. M. P. Paulson,
formerly Senior Vice-President, Operations was ap-
pointed Executive Vice-President and General Man-
ager. Mr. R. B. Coleman, formerly Vice-President,
Secretary and General Counsel was named Senior
Vice-President, and will continue his duties as
Secretary and General Counsel.

There have been several changes in the Board of
Directors since our last report. In August, Mr. R. F.
Phillips and Mr. M. P. Paulson were appointed to the
Board and more recently, Mr. A. G. S. Griffin and Mr.
G. W. Carpenter were appointed Directors. On October
30, 1973, Mr. Griffin was elected Chairman of the
Board.

It is with profound regret that the Company records
the unexpected passing on October 8, 1973 of Mr.
Oakah L Jones. Chairman and Chief Executive
Officer. His active interest in and constructive con-
tribution to the Company will be greatly missed.,

November 5, 1973 President and
Calgary, Alberta Chief Executive Officer
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The unaudited Interim Report of Home Oil Company Limited is reproduced for the information of
the shareholders of The Consumers’ Gas Company

CONSOLIDATED STATEMENT CONSOLIDATED STATEMENT
OF EARNINGS OF SOURCE AND USE OF FUNDS
For the Nine Months ended September 30, 1973 For the Nine Months ended September 30, 1973
($000's omitted) ($000’s omitted)
1973 1972 19873 1972
As Adjusted As Adjusted
REVENUE (Note A) FUNDS WERE OBTAINED FROM (Note A)
Operating revenue ., . . . . $ 36,057 $ 25,737 Net earnings before non-cash
Investment income . . . . . 3.449 3.067 charges and credits . . , . § 21,731 $ 14,373
39506 28.804 804 Issuance of capital stock . . . 431 114
. — Sale of investments . . . . . 3,191 7.946
EXPENSE Long term borrowings — net . . — 24,500
Operating= - .« <« = = + = 5,722 3,944 $ 25,353 § 46,933
General and administrative , . 3127 3171
Depletion. . . . . . . . . 9177 7.479 FUNDS WERE USED FOR
Depreciation. . . . . . . . 1,620 1,928 Property, plant and equipment . $ 16,221 $ 9,576
Interest and expense on Investmentin Scurry-
long termdebt . . . . . . 3,083 3.665 Rainbow Oil Limited . . . 5,184 —
Other interest . . . . . . . 36 2456 Repayment of long term debt . 7,289 8.620
22,765 20,432 Netincrease (decrease) in
1 = other non-current assets . . 846 (62)
32,337 20,895

PROVISION FOR

INCOMETAXES . . . . . . . 6,760 3,411 Increase (decrease) in

R - working capital . . . . . . (6.984) 26,038
NET EARNINGS before $ 25,363 $ 46,933
extraordinary item. . . . . . 9,981 4,961
SEPTEMBER 30
E’gﬁAgﬁD;NAHY] ITEM MAJOR BALANCE SHEET 1973 1972
ain (loss) on sale 2 : — M ey
ITEMS ($000's omitted As Adjusted
ofinvestments . . . . . . (295) 2.710 ( otnitted) (Notejﬁl‘f)te
Working capital (deficienc : $ (2,705 § 3,942
NET EARNINGS . . . ... $ 9686 § 7671 sl b e e
Property. plant and
BASIC EARNINGS PER SHARE equipment (net) . . . . . 174,249 170,491
Before extraordinary item . . . § 134 $ .67 Long term debt (less current
After extraordinary item 1.30 1.04 maturities). . . . . . . . 34.861 72.139
Gas sales prepayment . . . . 1.506 1,680
Y DILUTED
PHEL Deferred income taxes . . . . 30,5621 27,507
EARNIIDS RER SHARE Capital and | 179,856 147,628
Before extraordinary item . . . 8 1.33 $ .67 apital and surplus . . . . i ;
After extraordinaryitem . . . 1.29 1.03 Nine Months
CASH FLOW . . . . . ... $21731  § 14373 PHODUC_T]'ONANDSIALES 1973 1972
Pershare . . . . . . . . . 291 1.95 Cn._lde_m and natural gas
liquids (barrels/day)
Gross . .« « . - 4o+ 0. . 35,500 28,700
NERED . o 2% e = 30,000 23,800
Note A Natural gas (Mcf/day)
; The Company has adopted. with retroactive effect. a lg:c)lic:\,f o{ amar;izing GTOS5. o . o s s L o e 121,100 111,400
i lorati dit t tic basis. { -
anidities Wate defessed Recii the Tesolts Ch ExpICERoNn s FiCo oY I Heon AN S A 106,000 102,200
area. This change in accounting had the effect of reducing net earnings for the nine Sulphur (long tons)
months ended September 30, 1973 by $1,614,000 ($.20 per share). Net earnings Gross 34.300 34.100
after extraordinary item for the nine months ended September 30, 1972 pre- B e g S * A ‘ i
viously reported as $8,187,000 have been restated, NEE R 30,600 30,300

Copies of the Annual Report of Home Oil Company Limited can be obtained by writing to: The Secretary, The Consumers’ Gas Company.



THE CONSUMERS’ GAS SYSTEM
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SERVICE AREA
SEPTEMBER 1973

@® Community Served

=== TransCanada PipeLines
— Consumers’ Distribution System

PORT COLBORNE ~ FQORT ERIE

Lake Ontario
® @ ®
Provincial Gas West Central  Georgian Bay
Active
1964 61,171 17,106 3,846
Cust Y r g
ustomers o 81.769 F s
Sales Volumes 1964 19,862 6,018 1,495
(MMCF) 1973 41,418 25,737 5,537
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PROVINCE OF QUEBEC

[ 4
LANCASTER

ZERUCKVILLE

_ &st. Lawrence River

NEW YORK STATE

-

@ ® ® @ ®

North Central Metro Toronto East Central Eastern Ontario Gazifére de Hull St. Lawrence Gas
6,792 194,408 11,430 12,305 4,031 4,867

16,217 238,944 21,298 19,455 5,716 9,050
1,479 38,505 2,536 5,919 2,065 1,904
6,198 150,187 9,374 15,826 1,426 5,628
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Corporate Information

The Consumers’ Gas Company

Incorporated under the laws of the Province of Canada March 23, 1848
and continued as if incorporated under the laws of the Province of Ontario

HEAD OFFICE
19 Toronto Street, Toronto, Ontario

REGISTRAR, TRANSFER AND DIVIDEND
DISBURSING AGENT

Canada Permanent Trust Company

1901 Yonge St., Toronto 7, Ontario

REGISTRAR AND TRANSFER AGENTS

Canada Permanent Trust Company

in St. John's, Halifax, Charlottetown, Saint John,

Montreal, Toronto, Winnipeg, Saskatoon, Calgary and Vancouver

Bankers Trust Company
16 Wall Street, New York

TRUSTEE (BONDS)
33497, First Mortgage Sinking Fund Bonds, Series A
597, First Mortgage Sinking Fund Bonds, Series B
51597, First Mortgage Sinking Fund Bonds, Series C
4,859, First Mortgage Sinking Fund Bonds, Series D (U.S. Funds)
8549 First Mortgage Sinking Fund Bonds, Series E
89, First Mortgage Sinking Fund Bonds, Series F (U.S. Funds)
8349, First Mortgage Sinking Fund Bonds, Series G

Canada Permanent Trust Company
320 Bay Street, Toronto

TRUSTEE (DEBENTURES)

A4 A4, 5% 9, 5% %6, 5% %6, 6%, 6149, and 89 Sinking Fund Debentures

Crown Trust Company
302 Bay Street, Toronto

TRUSTEE (DEBENTURES)
8149 Sinking Fund Debentures

National Trust Company, Limited
21 King Street East, Toronto

TRUSTEE (CONVERTIBLE DEBENTURES)
514 9% Convertible Sinking Fund Debentures

The Royal Trust Company
Royal Trust Tower, Toronto-Dominion Centre,
Toronto, Ontario

TRUSTEE (U.S. BONDS)

51497 First Mortgage Sinking Fund Bonds,
St. Lawrence Gas Company, Inc.

Bankers Trust Company
16 Wall St., New York
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The Annual and a General Shareholders’
Meeting will be held at 12.00 noon, December
10, 1973 at the St. Lawrence Hall,

157 King St. E., Toronto, Ontario.




The principal operations of the Company are carried out through the
following subsidiary and associated Corporate entities:

Natural Gas Operations

Oil and Gas Exploration
Development & Production

Computer Operations

Other Operations

PRINTED IN CANADA
SOUTHAM MURRAY

The Consumers” Gas Company
Tecumseh Gas Storage Limited
Société Gazifére de Hull, Inc.

St. Lawrence Gas Company, Inc.
Niagara Gas Transmission Limited
Shorgas Limited

Home Oil Company Limited
Underwater Gas Developers Limited
Sogepet Limited

Consumers’ Computing Limited
T-Scan Limited

Consumers’ Realty Limited
Hunt Club Road Estates Limited
Albion Road Estates Limited
Cygnus Corporation Limited
Community Antenna Television Ltd.
Thio-Pet Chemicals Ltd.

The paper used in this report contains
recycled fibre. This selection was
made by Consumers’ Gas as a contri-
bution to the conservation of natural
resources and to the protection of the
ecology of Canada.



FOR THE GODD OF THE COMMUNITY





