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PROSPECTUS 

150,000 Shares 

Northern Illinois Gas Company 
4.48% Preferred Stock 

(Cumulative - Par Valu• 6100 Per Share) 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY TI-IB St•CURI- 
TIES AND BXCHANGB COMMISSION NOR HAS THB COMMISSION PASSED UPON 

THE ACCUtLACY OIL ADEQUACY OF THIS PROSPECTUS. ANY REPRE- 

SENTATION TO THE CONTRARY I8 A CRIMINAL OFFENSE. 

Ii 
Pr/c¢ 1o Underwriting Discounts Procecd• to 

l•Tol•c (I) and Comm•sslon5 Company (I)('2) 

Per Unit 
............. 8101.00 6.9301 $100.0699 

� i Total 
................ $15,150,000 $139,515 }15,010,485 

(1) Plus accrued dividends, if a•xy, from the date ox �/ssue to the date of delivery and payment, 
� (2) Before deducting certain expenses payable by the Company, estimated at •47,000. 

The Stock is o•ered subject to prior sa.].� and to w/thdrawal, cancellation or mod1"f•cation of 
the offer W{tlXout notice, and wvhen, as and i• � issued alld accepted by the Purchasers and subject to 

the approval of certain legal matters by Messrs. Wilson & Mcllvaine, counsel for the Purchasers. It 

is expected that delivery of the Stock will be made at the ofl•e of Lehmarl Brothers, One William 

Street, New York, N. Y. 10004, on or about 2v•arch 25• 1965, against payment therefor 'in Ne•v 

York funds. 

Among the Purchasers are: 

Lehman Brothers 

Blyth & Co., Inc. 

Merrill Lynch, Pierce, Penner • Smith 

Blair & Co., Granbery, Maraehe 
� Incorporated 

Drexel & Co. 

J. Barth & Co. Courts • Co. 

Incorporated 

Salomon Brotlxers •.• Hutzler 

Dick & Merle-Smith 

Ladenburg, Thaimann & Co. 

Shelby Cultom Davis & Co. 

Johnston, Lemon & Co. New York Hanseatic Corporation The Ohio Company 
IN CONNECTION WITH THE OFFERING, TItE PURCHASERS MAY OV]•R-ALLOT OR 

EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE 

OF THE STOCK AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE 

PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF CGMMBNCED, 
MAY BE DISCONTINUED AT ANY TIME. 

The date of this Prospectus is March 17, 1965 
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NEW PREFERRED STOCK 

The 150,000 shares of 4.48• Preferred Stock, cumulative, par value $100 per share (the "New Preferred 

Stock"), will constitute the fourth series of the Company's preferred stock. There are now outs•nding 95,000 
shares of the first series, designated 5a• Preferred Stock; 144,000 shares of the second series, designated 5.50• 
Preferred Stock (which will be redeemed as stated under "Use of Proceeds" here[u); and 43,240 shares of the 

third series, designated 5% Convertible Preferred Stock. 

Dividends on the New Preferred Stock, cumulative from date of issue, will be payable quarterly, on the 

first day of February, May, August, and November in each year, when and as declared by the Board of Direc- 

tors, at the rate of 4.48% per annum on the par value thereof. 

The first dividend of 46.62 cents per share for the period March 25, 1965 (the date of issue) to May 1, 1965, 
will be paid on May 1, 1965, to holders of record of the New Preferred Stock on April 16, 1985. 

The New Preferred Stock wm be entitled to tee benefit of a sinking fund, described under "Description of 

Stock/' subcaption "Sinking Fund," 

The per share optional redemption prices applicable to the New Preferred Stock are; 

$105.48 if redeemed before May 1, 1970; $104.36 if redeemed on or after May 1, 1970, but before May 1, 
1975; $103.24 if redeemed on or after May 1, 1975, but before May 1, 1980; and $102.12 if redeemed on or after 

l•{ay l, 1980; in each case plus any accrued and unpaid dividends. The New Preferred Stock will be redeemable 

for the sinking fund at the initial public offering price, plus any accrued and unpaid dividends. 

Holder• of the New Preferred Stock will be entitled to receive, in the event of any involuntary dissolution, 

liquidation or winding up of the Company, $100 per share and, in the event of voluntary dissolution, liquida- 
tion or vdncllng up, an amount equal to the then applicable optional redemption price, •n each case plus any 

accrued and unpaid dividends. 

See "Description of Stock" for other provisions relating to t•he stock of the Company. 

THE COMPANY 

Northern Illinois Gas Company, Organized as an Illinois co•'poration in iNovember, 1958, acquired on 

February 9, 1954 (as of February 1, 1954), all of the gas utility properties of Commonwealth Edison Com- 

pany. The Company has four wholly-owned subsidiaries, Allied Gas Company ("Allied"), Nt-Gas Supply, 
Inc., Apple River Chemical Company and NI-Gas Energy, Inc. Wit• respect to information given herein 

relating to periods after December 31, 1961• the term "Company" includes Allied unless the context other- 

wise indlca•es. 

The Company is a public utility engaged principally in the purchase, d•rlbutlon and sale of natural 

gas in 388 communities and adjacent areas in 28 counties in northern Illinois including area• in Cook County 

generally outside the City of Chicago. The general office is at the East-West ToUway at Route 59, Du Page 

County• Illinois. The Company's service area comprises about 14,400 square miles in the northern quarter 
of Illinois between Lake Michigan and the Mississippi River. 

The Company's service area (see Map, page 12) is characterized by divexsification among industry, com- 

merce and agriculture. Many of the communities and adjacent areas served are heavily industrialized. Since 



1950 there has been a substantial increase in manufacturing activity, both in number of plants and employ- 
menf. The three largest industry groups served by the Company are primary metals, glass, and petroleum 

products. 

The population of the area is estimated at 3,580,000, an increase of about 1,584•000, or $0%, since 1950. 

Because of the importance of residential space heating and appliance use, this popuIation increase and the 

accompanying high level of residential building activity have been significant factors in the growth of the 

Company. At December 31, 1984, t•e Company had 874,342 customers, an increa• of 494,000 since December 

31, 1950. During the same period, the number of space heating customers increased from about 70,000 to 

667,500, representing about 76a•o of the total number of customers. 

During the pea-led 1946-1980, the Company had restrictions on the sale of gas for firm use• Th•sc restric- 

tions were necessary since the Company had a limited supply of gas from its suppliers. Since late in 1958 the 

amount of gas available to the Company for space heating and other firm sales has substantially increased and 

by the end of 1960 all r•strictions on the sale of gas for firm use had been removed. As a r•sult the Company 
has been able to increase the number of space heating customers by 79,823 in 1959, 76,879 in 1960, 56,428 in 

1961, 47,528 in 1962 (exclusive of 6,812 served by A1Hed)• 65,795 in 1963, and 53,173 in 1964. 

For information concerning the Company's nonutility subsidiaries, reference is made to "Business," 

subcaption "Nonutility Subsidiaries" herein. 

USE OF PKOCEEDS 

The net proceeds from the sale of the New Pre.ferred Stock will be applied to the redemption on May 1, 

1965, of the 141•000 shares of the Company's 5.50v• Preferred Stock then to be outstanding at the redemption 
price of $107 per share, plus accrued and unpaid dividends. 

CONSTRUCTION PROGRAM 

Utility construction expendlhn•s of the Company for f•he five-year period 1965-1969 are now estimated at 

$180,000,000, About $113,000•000 is to provide for the connection of new customers and for additional space 

heating business, 635,000,000 for the development of additional underground gas storage facilities, $20,000,000 
for supply mains to deliver gas to local systems, and $12,000,000 for general plant. It is estimated that the 

expenditures, by ye•rs• • be a• follows: 1965--•46,000,000, 196•--$31,000,000, 1967--$33,000,000, 1968-- 

$39,000,000, 1969•$3],000,000. It is expected that approximately $95,000,000 of the required funds will be 

obtained through the sale of securities, of which $20,000,000 principal amount of 4• % Sinking Fund Deben- 

tures, due March 1, 1986, being offered to the public concurrently with the New Preferred Stock, •vill be a part. 
The balance is expected to be provided prindpally out of depreciation accruals over the five-year period. 

During 1965, the Company expects to invest approximately $18,000,000 in Apple River Chemical Com- 

pany which will use the funds to complete the construction of its new plant for the manufacture of anhydrous 
ammonia. No further construction expenditures by this or any other nonutility subsidiary of the Company arc 

presently contemplated during the 1965-1969 period. 

The nature and timing of such addlt•onal financing as may be required will be determ•ed in the light of 

future developments and market conditions. The construction program and the financing thereof are subie•t 
to continuous review and revision. 



CAPITALIZATION 

The capitalization of the Company as of December 31, 1964, and adjusted to reflect the issuance and sale 

of the New Preferred Stock, the redemption on h£ay 1, 1965, of the Company's 5.50% Preferred Stock, and 

the issuance and sale of the Debentures referred to under "Construction Program," was as follows: 

Amount Outstanding 

Adj usted on 

Amount ]December 81, the Basis 

Authorized 1964 Stated Above 

Los Q-T•r• D•re: 

First Mortgage Bonds-- 

3•% series, due January I, 1970. 

8s•% series, due April 1• 1981 .................................. 

5% series, due June 1, 1984 ..................................... 

49•% series, due July 1, 1985 ................................... 

4•% series, due July 1, 1988 ................................... 

4• series, due kugu•t I, 1989 ................................. 

Sinking Fund Debentures-- 

4•%, due March 1, 1988 ....................................... 

Total Long-Term Debt 
................................. 

$ 49,073,000 $ 49,073,000 
12,579,000 12,579,000 
18,400,000 18,400,000 
28,200,000 28,200,000 

19,620,000 19,620,000 
20,000,000 90,ODO,O00 

$147,872,000 $147,872,000 41.7% 

$ - $ 2O,OOO, OOO S.7% 

$147,872,000 $167,872,000 47.4% 

PREFERP•D STOVE.' 

Cumulative--St00 par vaIue, issuable in series-- 

5% Preferred Stock--0utstandlng 92,000 shares (b) .............. 

5.50% Preferred Stock--0utstandlng 144,000 shares (b) .......... 

5% Convertible Preferred Stock--Outstanding 43,240 shares ..... 

4.48% Preferred Stock (to be outstanding--IS0,000 shares) ....... 

Total Preferred Stoc]• .................................. 

800,000 she. 

9,000,000 $ 9,000,000 
14,100,000 

4,324,000 4,824,000 
-- 15,000,000 

$ 27,424,000 $ 28,324,000 8.0% 

COMMON EQ•-ITY: 

Common Stock, • par value (11,538,542 shares outstanding) (c) . .. 

Pald-ln Surplus .................................................. 

Capital Stock Expense ........................................... 

Retained Earniugs (d) ................. ; .............. 
•.: 

......... 

Total Common Equity ................................. 

Total Capitalization ................................... 

*Denotes deduction. 

18,760,000 she. $ 57,692,710 $ 57,692,710 
41,859,515 41,359,515 

952,019" 95R,019" 
60,922,901 59,935,901 

$159,023,107 $158,036,107 44,6% 

$334,319,107 $354,232,107 100.0% 

(a) No additional bonds of any outstanding series may be issued. Bonds of other series are issuable under the Indenture, sub- 

•eet to the terms thereof, without specified limit as to aggregate principal amount. 

(b) Excludes sinking fund requlremen•s due within one year (on May 1, 1965) of $200,000 on 5% PrefezTed Stock and $300,000 on 

5.50% Preferred Stock. 

(c) 257,83,5 shares are reserved for •ssuance under Employe Stock Purchase Plan and 129,720 shares are reserved for conversion 

of 5• Convertible Pxeferred Stock. 

(d) Adjusted 0ohunn reduced for the redemption premium of $987,000 on the 141,000 shares of 5.50% Preferzed Stock to be 

redeemed. 

.... ..-.. :- 



SUMMARY OF EARNINGS 

The following consolidated statement of income of the Company for the five years ended December 31, 

1964, has been examined by Arthur Andersen & Co., independent public accountants (whose opinion with 

respect thereto is hereinafter set forth), and is included herein in reliance upon the authority of that firm as 

experts "m giving such opinion. This statement should be read in coniunetion with the other financial state- 

ments of the Company, and notes thereto, appearing elsewhere in this Prospectus. Reference is made �o 

"Statistics" and "Wages" under "]3usiness" for information regarding recent customer rate reductions and 

revisions and as to wage increases. 

1960 

Operating Revenues: 

Gas ............................................ 
$130•221,635 

Other .......................................... 
2!7,746 

$130,439,381 

Operating Expenses and Taxes: 

(]as purchased .................................. $ 52,883,531 

Other operation ................................. 24,$15,417 

Year Ended December 91 

:LO•I 19•(a) 196,• (a) sg•(s) 

$147,840,864 $166,85,5,39• $177s87,0,594 $I89,I56•120 

205,577 180,777 144,270 54,108 

•14a, o•7,H1 p167,o•8,172, $177,4so,s• $189, 21o, 228 

$ 60,132,106 $ 66,388,023 $ 68,801,008 "$ 72,823,784 

27,893,626 29,366,11• 31,309,052 84,109,$20 

Maintenance ..................................... 

Depreciation .................................... 

Taxes, other than feder• income ................ 

Federal income t•xes ............... : 
............ 

Deferred federal •ucome taxes ................... 

Deferral of investment tax credit ................ 

Net Operating Income ............................. 

Other Income ..................................... 

Gro• Income ..................................... 

4,054,825 3,882,756 3,765•715 4,141,733 4,243,690 

6,428,942 7,231,•40 9,234,722 10,278,777 11,260,485 

7,209,788 8,040,934 8,$78,935 9,902,779 10,743,606 

14,414,000 16,279,000 P.O, 107,700 21,499,/•00 21,429,000 

1,352,000 1,615,000 2,134,000 2,344,300 2,452,600 
• 834,200 946,800 964,900 

$111,088,503 $1257074,762 $140,659,409 $148,728,449 $158,027,365 

$19,8•0,878 $ 22,972,679 $ 26,376,763 $28,757,415 $ 81,182,863 

240,444 15,471" 122,744 90,729 2,742 

$ 1%591,322 $ 22t957•208 $ 26,499,507 $ 28,848,135 $ 81,185,605 

Income Deduotions: 

Interest on debt ................................ 

Other deductions ................................ 

Intere• charged to construction ................. 

Net Income ....................................... 

NOTE ". 

$ 4,072,318 $ 4,736,078 $ 4,790,095 $ 5,107,487 $ 5,807,522 

17,771 24,868 128,155 46,020 134,488 

420,000" 231•000" 302,000 = 343,700* 260,000* 

$ 8,670,!)89 $ 4•529,946 $ 4,616,250 $ 4,809,807 $ 5,682•010 

$ 15,•2t,233 $18,427,262 $ 21•883•257 $ 24,038,328 $ 25•50•,595 

*Denotes red figure. 

(a) Allied Gas Company, which became a subsidiary of the Company on December 31, 1962, has been consolidated for periods 

after December 31, 1961. For further information, see Notes to Consolidated Financial Statements--Subsidiary Companies. 

Annual dividends Qn the 5% and 5.50% Preferred Stocks and the 5% Convertible Preferred Stock are 

now $480,000, $792,000 and $218,200, respectively, and on the New Preferred Stock will initially be $872,000, 

Interest for one year on the long-term debt of the Company, oubstanding as of December 3I, I964, after 

giving effect to the sale of the 4•% Sinking Fund Debentures, due March 1, 1986, will be $7,072,000. 

5 



BUSINESS 

Statistics. The fo]Iowing tabuIa•ion shows data wRh respect to the 

indicated: 

Operating Revenues 

Residential-- 
With space heating ............................ 

Without space heating ........................ 

Commercial and Publi• Authorities 
............. 

Industrial-- 
Firm 

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

Interruptible .................................. 

0Lher revenues .................................. 

Total 
................................... 

Thsrms Produced and Purchased (in thousands 
Produced 

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

Purchased 
..................................... 

Total produced and purchased .......... 

Net injection for storage ........................ 

Losses and company use, e•o 
.................. 

Total .................................. 

Remainder ............................. 

Therum Sold (in thousands) 
Residential-- 

With space heating ........................... 

Without space heating ........................ 

Commercial and Public Authorities 
............. 

Industrial-- 
Firn• 

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

Interruptlble ................................. 

Total sales .............................. 

Customers (at end of period) 
Residential-- 

With space heating ........................... 

Without space heating ........................ 

Commercial and Public Authorities 
............. 

Industrial-- 
Firm ......................................... 

Interruptible .................................. 

Total ................................... 

Average A•nu•l Revenue Per 

Residential Customer 
Wi•h space heating .............................. 

Without space heating .......................... 

Degree Days (b) (billing basis) 
For the period ........................... ....... 

of 1951-1950 U.S. Weather Bureau average ..... 

Company's gas business for the years 

Year Ended December 31 

19.60 
.... 

1961 
: 

1962 (a) 
= 

196S (a) 1964 (a) 
_ 

$ 79,715,965 $ 91,803,147 $101,967,541 $109,PA5,481 $115,308,640 
12,301,708 11,165,603 10,388,690 9•614,553 8,618,989 
9,399,413 13,662,260 18,432,568 21,662,118 26,046,782 

13,301,447 15,582,917 18,056,171 1%937,097 25j78%707 
14,544,001 15,012,530 17•012,794 15,68G,94• I2,291,795 

959,101 914,407 997,531 1,196,399 lt105,207 
$120,221,035 $147,840,864 $166,855,395 $177,336,594 $t89,156,120 

878 280 139 530 38 
1,789,543 1•976,852 2,279,038 2,407,{188 2,539,795 
1,790,421 1,977,132 2,279,I77 2,408,218 2,539,833 

67,455 99,520 99,933 82,699 101,978 
51,465 46,279 65,229 89,802 29,057 

118•920 145,799 165,162 172,501 131•035 
1,571,•0t 1,831,338 2,114,015 2,235,717 2,408,798 

779,428 880,402 987,576 1,073,259 1,151,680 
85,903 76,853 71,865 67,272 59,720 

103,870 146,703 200,260 240,473 803,227 

219,131 251,533 293,904 333,367 479,395 
483,169 475,832 560,401 521,336 414,776 

1,671,501 1,831,833 2,114,015 2.235,717 2,408,798 

4.25,I6/1 474,419 522,405 580,905 627,084 
253,222 235,707 224,118 203,591 188,588 
33,564 38,754 43,528 48,636 53,222 

4,17G 4,581 4,931. 5,164 5,380 
54 52 70 78 68 

716[181 753,513 795,052 838,369 874,342 

$202.71 $202.88 $203.41 $198.50 $191.99 
46.06 45.86 45.16 44.95 43.79 

...6,189 6•052 6,840 5,264 6,118 
103.0 109.7 105.5 104.2 101.8 

(•) Includes Allied Gas Company, For further information, s•e Notre to Consolidated Fiasn¢ial Statements--Subsidiary 
Companies. 

0b) A degree day is the unit used in estimating fuel consumption. The ntmlber of degree days in a given day •s the' average of 
that day's high and tow temperature readings subtracted from 65 °. 

The maximum day sendout of firm gas of 1,504 million cubic feet occurred on February 2, 1965, when the 

average temperature was one degree above zero. Approximately 51% of the sendout was furnished by the 

Company's pipeline suppliers and 49% came from gas storage. See subcaption "Gas Storuge" for • description 
of the Company's storage facilities. 

Rate reductions mud revisions were made effective during 1962, 1963 and 1964 which it was estimated 

would reduce revenues in excess of $12,000,000 on an annual basis, The 1964 reductions, totaling about 



i 

$8,300,000, were made in part on April 1 and the remainder on September 1 ; therefore, only about 33% of the 
full reduction was reflected in 1964 revenues. Approximately one-half of the 1964 reductions represent the 
effect of passing on to customers the savings resulting from the reductions in federal corporate income tax 

rates effective beginning January 1, 1964 and January 1, 1965. The Company anticipates that additional rate 

reductions will be made in the future. 

Sources of Gas Supply. Natural gas distributed by the Company, having an average heating content 

of approximately 1,040 Btu per cubic foot, is purchased from three major pipeline companies, none of which 
is affiliated with the Company. Part of the supply is delivered, under a service agreement extending to 1984, 
through facilities of Chicago District Pipeline Company, a non-affiliated natural gas transportation company. 
The ra•es charged by the pipeline companies and the transportation company are subject to regulation by 
the Federal Power Commission ("FPC"), 

The follo•a_ng tabulation shows the daily contract demand quantities of natural gas to which the Com- 

pany is entitled from each of its suppliel•s and the years of expiration of the respective service agreements 
with such suppliers: 

Year of 
Supplier Cubic Feet, Expiral3ien (a) 

Iqatural Gas Pipehne Company of America ("tqatural") ........................ 577,553,000Co) 1984(o) 
Midwestern Ga• Transmission Company ("Midwestera") ...................... 100,528.000 1983(c) 
Northern Natural Gas Company ("Northern l•atural") ........................ 92,260,000 1979 

770,331,000 

(a) Under the Natural Gas Act these pipeline suppliers may not terminate service to the Company at the expiration of 

their respective service agreements withou• first receiving authorization to do so from the FPC. 

(b) Includes 25,862,000 cubic fee• being dellve•ed •hrough facilities eonstrue/;ed pursuan• •o temporary authorization of 
the FPC on August 16, 1963. 

(e) Continuing from year to year thereafter until terminated by either par•y on one year's no•ice. 

On December 1I, 1964, Natural filed an application with the FPC to increase its pipeline delivery 
capacity by 192.4 million cubic feet daily, of which the Company has requested 85 million cubic feet daily. 

In authorizing Natural to furnish an increase in gas supply to the Company and others, the FPC, in its 

order of November 13, 1961, •ound the gas reserves of Natural to be adequate to support the expanded service 

authorized by the FPC. Ilx its order of July 27, 1964, approving a certificate application of Natural for addi- 

tional pipeline delivery capacity, the FPC did not question the adequacy of natural g•s reserves committed 

to the increased capacity of Natural. .. 

The FPC• in authorizing Midwestern to furnish the Company the initial contract quantity of 60,000,000 
cubic feet per day in its opinion and order of May 12• 1959, and an additional 15,000,000 cubic feet per day 
in its opinion and order of September 19, 1963, found the gas supply showing of Tennessee Gas Transmission 
Company (Midwestern's parent and the supplier of gas sold by Midwestern to the Company) to be adequate 
to support the service that Tennessee was authorized to furnish to Midwestern. In the order of July 27, 1964, 
approving a certificate application under which the Company received an additional 25,000,000 cubic feet 

per day, the FPC did not question the adequacy of the natural gas reserves committed to •he capacity increase. 

In authorlzing Northern Natural to furnish the Company the additional supply called for by the present 
service agreement, the FPC• in its order of June 28, 1961, agreed with and adopted the decision of its Pre- 

siding Examiner which found that the gas reserves of Northern Natural were adequate to support the expan- 

sion of service for which Northern Natural received authorization. In ihs order of December 21, 1964, ap- 

proving a certificate application of Northern Natural for additional pipeline delivery capacity, the FPC 



did not question the adequacy of natural gas reserves comni]tted to the increm•ed capacity of .Northern 

Naturah 

The Company makes no representation as to the exlsting or potential natural gas reserves of its suppliers. 

Gas Storage, The Company's underground gas storage reservoir near Troy Grove, Illinois, has been 

operating as a par• of its distribution system, by authority of the Illinois Commerce Commission, since De- 

cember 9, 1959. During the 1963-1964 hea•ng season• an aggregate of 7,539 ml]tion cubic feet of gas was 

withdrawn on 91 days. During the 1964-1965 heating season, through January 31, 1965, an aggregate of 

11,877 million cubic feet of gas was withdrawn on 81 days. The greatest one day withdrawal was 519 m•llion 

cubic feet. On January 31, 1965, approximately 16,595 million cubic feet of gas available to meet winter 

loads was in storage at Troy Grove� Development of this storage field is continuing. 

The Company has been authorized by the Illinois Commerce Commission to undertake the preliminary 

development of an underground gas storage reservoir near Crescent City, Illinois. Certain persons have re- 

fused to sign gas storage agreements with the Company and the Company has obtained, through eminent 

domain proceedings, the gas storage fights which it needs in the land owned by such person•. The jud•ents 
entered in such proceedings are the sub•ec• of an appeal by such persons. 

Pursuant to authority given the Company by the Illinois Commerce Commission, test injections were 

begun on August 29, I96•, at a new ga• storage site near Ancona, Illinois, and on JuIy 20, 1964, at an additional 

gas storage site near Garfield, Illinois. As of January 31, 1965, a total of 2,300 million cubic feet of •a• has 

been injected into these two storage sites now being developed. 

The above mentioned underground gas storage locations are shown on the Map (page 12). 

The Company is continuing its efforts to locate other possible underground storage reservoirs in or near 

its service area. In 1964, a promising formation was found near Pontiac, Illinois. Further drilling and testing 

will be nece•ry before d•c2ding whetbe• or act •t is suitable. 

The Company has an agreement with l•atural (which extends •o 1984 and thereafter until cancelled by 

e•bher party on one year's notice) under which the Company is entitled to store gas in NaturaFs underground 

re•rvoirs (located at Herscher and Cooks M•sj Illinois) and to withdraw such gas at an approximate maximum 

rate of 315 million cubic feet daily. On December 11, 1964, Natural filed an application with the Federal 

Pc•wer Commission to increase its storage withdrawal quantities at the present reservoirs arid at a new reservoir 

in Iowa by 52 million cubic feet daily• of which •he Company will be entitled to 15.6 million cubic feet. Natural, 
under its presently effective rate schedule is not obligated to withdraw gas for the account of any customer, 

from November 1 of any year to the next susceectL•g April 30, in excess of 30 times such customer's maximum 

daily withdrawal quantity. During the 1963-1904 heating seasonj Natural withdrew for the Company an 

aggregate of 8,110 million cubic feet of gas on 79 days, equal to 28 times the Company's then maximum daily 
contract withdrawal quantity. During the 1964-1965 hea•ing season, through January 31, 1965, an aggregate 

of 7,637 million cubic feet of gas was withdrawn on 72 days. The greates• one day withdrawal was 294 million 

cubic feet. On January 31, 1965, the Company had approximately {},358 million cubic feet of gas stored 

under this agreement. 

Cost of Natural Gas. The average per therm cost of natural gas purchased for distribution by the Com- 

pany, including transportation costs, for the five years 1960-1964 was as follows: 1960--3.06•; 1961•3.18•; 

1962•3.03�; 1908•2.9•; 1964---2.98• A therm is a quantity of heat equal to 100,000 British thermal u•iits 

(Btu). Thus a therm is equivalent to the heat in 100 cubic feet of natural gas having a heating content of 

I.,000 Btu per cubic foot. 



The co•t of ga• purchased by the Company from Natural is determined by tariff effective January 1, 1965. 

At 100•o load factor the cost under this tariff is 2.81• per therm. On February 25, 1963, the FPC issued an 

order instituting an investigation of l•aturaPs rate design. No decision has as yet been rendered by the :FPC. 

Th• cost of gas purchased by the Company from ]YIidwestern was specified in a tariff made effective Jan- 

uary t• 1965, in accordance with an FPC order of December 30, 1964. At 100• load factor the cost under this 

tariff is 3.20• per thenn. On February 13, 1961, the :FPC ordered an investigation of the rates charged by IViid- 

western. No decision has as yet been rendered by the FPC on certain matters, prhr•rily related to the question 
of rate design. 

The cost of gas which the Company purchases from Northern Natural is determined by tariff effective 

July 27, 1964. At 100% load factor the cost under this tariff is 3.38• per therm. 

The Company's rate schedules on file with the Illinois Commerce Commission include a purchased gas 

cost adjustment clause under which increases or decreases in •.• unit cost of gas purchased by it on a firm 

supply basis a•e reflected in the Company's per therm charges for gas for •ae major portion of its sales. The 

purchased gas cost adjustment clause also provides for the making of refunds to the Coml•ny's customers if 

and when refunds are received by t•he Company from it• p•peline suppliers. Certain refunds have been and 

arc now being made. 

Regulation. The Company is Bubject to the jurisdiction of the Illinois Commerce Commission. The 

Commission is vested wlth •he power of supervision, regulation and control of substantially all phases of the 

public utility business in the State• including rates and eharges• issuance of securltiesj servlce• plants and 

facilities, classification of accounts, transactions with affiliated intere•ts• as defined in the Illinois Public Utilities 

ACt, and other matters. 

The Company is not subject to the jurisdiction of the Federal Power Commission under the pl•visions 
of the Natural Gas Act, as amended. 

The Company is not subSect to regulation by the Securities and Exchange Commisgon under the Public 

Utility Holding Company Act of 1935. 

Nonutillty Subsidiaries. The Company, believing •hat over the long term it should participate in the 

search for additional natural gas or the acquiaition of reserves, organized NI-Gas Supply, Inc. in March, 1956, 

as a wholly-owned subsidiary for the purpose of engaging in the development of sources of gas through explora- 

tion, productlon• acqulslt•on of reserves or otherwise. The Company has authority from the Illinols Connnerce 

Commission to make an annual investment in this subsidiary of not to exceed 25•0 of the Company's prior 

year•s net income after payment of all dividends. The Company's investment from the date of organization 
of NI-Gas Supply, Inc. through December 31, 1964, has been $11,590,000. 

Through December 31, 1964, NI-Gas Supply, Inc. had taken fractional interests in the drilling of 704 wells. 

The subsidiary owned an interest at December 31, 1964, in 165 ga• wells, 191 oil wells, and 21 wells productive of 

both gas and oil Average participation for all wells has been 1{}.6%. NI-Gas Supply, Inc. estimates that its 

share of the gas and oil which will ultimately be recovered from the completed wells in which it owns an in- 

terest will return substantially more than its total expenditure to da•e. 

The Company has been authorized by the Illinois Commerce Commission to invest up to $4,000,000 in, 
and to lend, for a period not extending beyond July 1, 1060, up to $16,000,000 to, a wholly-owned subsidiary, 
Apple River Chemical Company, formed i• 1964, which initially will manufacture anhydrous amraonia• It 

is proposed that natural gas supplied by Allied will be the single source of all energy at this subsidia•T's manu- 

facturing plant now under construction near East Dubuque, Illinois. l•atural gas also will be the basic raw 

material used in the manufa¢ture of anhydrous ammonia. •t December 31, 1964, t•e Company had invested 

$2,400,000 in common stock of this subsidiary. 
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The Company has also been authorized by the Illinois Commerce Commission to make an initial invest- 

ment of up to $I,000,000 and investments in 1964 and subsequent years, on a cumulative basis, of not to 

exceed 15% of the Company's prior year's net income, after payment of all dividends, in a wholly-owned 
subsldlary, NI-Gas Energy, Inc., aJso formed in 1964, which provides financing, leasing, servicing, main- 

tenanee and other services related to gas equipment and multiple in•tallatio• of gas appliances for the Com- 

pany's customers. At December 31, 1964, the Company had invested $300,000 in common stock of this sub- 

sidiary. 

Although studies made by the Company support the econo•tie feasibility of Apple River Chemical Com- 

pany and NI-Gas Energy, Inc., there is no assurazme as to whether or when these prelects will be profitable. 

Wages. Collective Bargaining Agreements effective February 1, 1964, and extending to January 31, 1966, 
have been entered into by the Company with the eight Local Unions of the International Brotherhood of 

Electrical Workers. In addition, Supplemental Agreements were negotiated covering the retirement and Life 

insurance plans, effective October 1, 1963, and expiring January 31, 1969, and the medical expense plan, effec- 

tive February I, 1964, and expiring January 31, 1967. 

The increase in costs resulting from the general wage adjustments and the agreed benefit improvements 
for hourly personnel, other than benefits relating 1o the retirement plan, •s estimated at $417,000 for 1964 or 

2.5% of base payroll and an additional $360,000 for 1965 or 2,1% of base payroll. 

Relative to the retirement plan benefit improvements, which apply to supervisory as well as union per- 

sonnel, the Company's contribution to the plan for 1964 was $8,550,524, or $600,524 more than the contribu- 

tion for 1963. Reference is made to "Pension Plans" under "Notes to Consolidated Financial Statements". 

Increases in the rates of compensation of supervisory employes have been and will continue to be made 

from time •o time. 

About 28% of wage and salary payments and retirement and other benefi• costs is currently being 
charged to construction. 

Competition. Gas competes with other fuels and forms of energy available to the Company's customers. 

The use of electricity for cooking, water heating, space heating and other purposes is being actively promoted 

by electric utit•by companies in substantially all portions of the territory in which the Company supplies gas 

service. 

Gas for house heating, certain other household uses, and small commercial and industrial space heat- 

ing is now being sold by the Company at lower prices th•n are charged for competitive fuels and forms of 

energy. 

PROPERTY 

Net additions to the Company's plant account sh%ce 1950 represented about 76• of the plant account 

at December 31, 1964. The properties have been well maintained and are in good operating condition. 

The Company's d•stributlon system, whlch represents about 82% of its gross investment in property, 
includes abou• 13,400 miles of steel and c•t iron mains a•d about 10,500 miles of service pipe connecting the 

mains to customers' premfmes. The larger mains which distribute major supplies of natural gas to various 

points in the system are generally of welded steel cons•;ruction, ranging in s•ze from 10 • 
to 36 u in diameter. 

There are also some c•t iron m•ins 20 • to 8G w in diameter serving the same purpose inside the larger communi- 

ties. Because of the widespread nature of the territory, a large amount of 2 • and 4" steel pipe is used. A major 

portion of the steel p•pe is covered with a corroslon-resis•ing coating reinforced by a wrapper. In addition, a 

substantial portion of the steel pipe distribution system is c•thodically protected against the effects of corrosion. 
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The Company's other properties include headquarters, sales, office, service and garage buildings, repair 
shops, motor vehicles, meters, and construction equipment and tools, all as required for the conduct of its 
business. 

Character of Ownership. The principal office and headquarters buildings, reporting centers, and certain 
sales and service offices of the Company, its gas production facilities, and certain of its storage facilities and 
pumping and regulating station facilities are located on or in land owned in fee; other storage .facilities and 
pumping and regqlaCing station facilities am on or in premises held under easements, permits or leases; the 
gas distribution system (which constitutes a major part of the investment in physical proper•y) is for %he 
most part located under highways, streets or of 2aer public places, or under proper•y owned by others, for which 

easements, permits, grants or licenses (deemed satisfactory, but without examination of underlying land titles) 
have been obtained; and certain sales, office, service and garage buildings are located on land held under leases. 
The principal plants and properties of the Company axe subject to the llen of the Indenture securing its mor• 

gage bonds. 

The plant, for the manufacture of anhydrous ammonia, of the Company's subsidiary, Apple River Chemical 

Company, i• being constructed on land owned in fee by such subsidiary. 

MANAGEMENT 
Dfr•to• 

H. A. BARB;m, President, Barber-Greerie Com- 

pany, Aurora, Illinois 

MARWN Gh•ANDIm•, President of the Company 

Gv.ol• L. Cr•s, Chairman of the Board, 
Jewel Tea Co, Inc., Chicago, Illinois 

CALWN FENWrCESS, J•., Chairman, Alls%ate In- 

surance Companies, Skolde, Illinois 

WH•MAM S. KEMP, Vice-Preslden$ and Business 

Manager, iN'orthwestern University, Evanston, 
Illinois 

C. VInG• ]Vf•nN, President, Carson Pirie Scott 

& Co., Chicago, Illinois 

HAROLD MEID•r•L, Chairman of the Board, 
La Salle National Bank, Chicago, Illinois 

EDWAP.D D. SH•mr•N, Former Executive Vice- 

Presiden• of the Company, Aurora, Illinois 

HAROLD B. S•g.•R, Chairman, Illinois Tool Works 

Inc. Chicago, Illinois 

Officers 

MABVIN CHANDSSE•, President 

WILLL• J. C•owL•Y, .Executive Viee-President• 
Finance 

C. J. GAUTHIER, Executive Vic•-Presiden•--Operations 
HENRY A. DI•K•ANN, Vice-President--Sales 

HOW•_•D E. FORD, Vice-President--Procurement 

CHARLES F. H•ESS, Vice-Presidenb---Publie Rela- 

tions 

MATHEW G. tV•ARKLE, Vice-President--En•neming 
and Division Services 

CHARLES L. MEE, Vice-President---I)i•isions 
W•LMM E. PnESTON, Vice-President--Corporate 

Services 

GEORG:I!I W. RTEI%SON, Secretary 
Jos•P• M, Qw(n•EY, Treasurer 

EVER•)T]g M. HOLWIOK, Comptroller 
LUSTmR L. ST.•mETW, Assistant to the President 

GEORGI• C. •ABIDNICnT• Assistant Yice-Pre•idenl-- 

Personnel 

W•Am F. HA•ES, Assistant Vice-President•Data 

Processing 
FRANK VERMAAT, JR., Assistant Secretary 
C•i•Es W. D.•:•E•s, Assistant Treasurer 

H•so•D L. FFRANG, A 8sistan$ Comptroller 
All of the officers of the Company have been in its employ for more than the last five year% except for 

Mr. Quigley, who was einployed by Arthur Andersen & Co., independent public accountants, for eight years 
and by the State University of Iowa for two years prior to his employment by the Company on February 
28, 1961. 
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During 1964, the only persons among the directors and three highest-paid officers of the Company whose 

aggregate remuneration, paid directly or indirectly by the Company• exceeded $30,000 were Mr. Chandler 

whose compensation as President was $87,060, Mr. Sheehan whose compensation as :Executive Vice President 

(retired as of December 31, 1964) was $47,505 and Mr. Crowley whose compensation as Vice President (Fi- 

nance) and Comptroller (now t?.•xocutive Vice PresldentmFinanee) was $37,005. The aggregate remuneration 

paid during 1964, directly or indirectly by the Company, to all directors and principal officers, as a group, 

was $422,401. 

No portion of the Company's contributions to the trust funds under its pension plan or of the assets 

thereof, is paid or set aside for the account or benefit of any individual employe or officer. Upon retirement, 

Messrs. Chandler and Crowley are expected to be entitled to $36,544 and $16,550 per year, respectively, 

calculated upon a basis of retirement of each st ate 65 with no change in their present salaries or in the plan 

in the interim, lVlr. Sheehan is receiving $13,613 annually under this plan. For further information regarding 
this plan and the Company's supplementary retirement plan, reference is made to Notes to Consolidated 

•-2aancial Statements--Pension Plans. 

Under the Company's Employe Stock Purchase Plan, during 1964, after giving effect to the 3-for-2 stock 

split-up on July 31, 1964, Messrs. Chandler, Sheehan and Crowley purchased 97, 78 and 72 shares of the 

Company's common stock, respectively, and the Company's eligible directors and principal officers, as a 

group, purchased an aggregate of 577 shares. As of December 31, 1964, deductions under the plan at the 

axmual rates of $4,200, $3,840 and an aggregate of $21,264 were made from the pay of Messrs. Chandler and 

Crowley and the Company's eligible directors and principM officers as a group, respectively. Reference is 

made to No•es to Consolidated Financial Statements--Employe Stock Purchase Plan, for further information 

concerning the Plan. 

On December 31, I964, the directors and principal officers of the Company, as a group, beneficially owned, 
or had direct or contingent beneficial interests in, 12,133 shares of the Company's common stock_ 

DESCRIPTION OF STOCK 

The authorized stock of the Company is divided into two classes, preferred stock of the par value of $i00 

per sham and common stock of the par value of $5 per slmre. Certain of the rights of the holders of the pre- 

ferred stock, as a class, and of the common stock, as set forth in the Articles of Incorporation, as amended, and 

certain of the terms of two of the three series of ou•anding preferred stock, and of the series in which the 

New Preferred Stock is to be issued, as set forth in the resolutions of the Board of Directors establishing the 

respective series, ere summarized below. The summery does not include certain information with respect to 

the 5.50% Preferred Stock since the shares of this series are to be redeemed on h•[ay 1, !965. 

Issuance in Series. The Board of Directors is authorLzed by the Company's Articles of Incorporation to 

provide for the issue from time to thne•of the preferred stock in series, and as to each series to fix the designa- 

tion, dividend rate, redemption prices, voluntary and involuntary liquidation prices, sinking fund pr0v•ions, 

if any, and conversion provisions, if any, applicable to the shares of such series. (Each outstsnd/ng share of the 

5% Convertible Preferred Stock is now convertible into three shares, subject to adjustment under certain 

conditions, of Common Stock.) 

Dividends. Dividends on the shares of each series of the preferred stock at any time established, at the rate 

fixed therefor by the Board of Directors• are payable, out of legally available funds and subject to declaration 

by the Board, quarterly (unless otherwise provided by the Board) on the first day of February, May, August 

sad November in each year. Dividends are cumulative with respect to each share from date of issue. 

No funds may be p•id into or set aside for any sinking fund crea•ed for any series of the preferred stock or 

for any stock of any parity or junior class, unless all dividends on the preferred stock for all past quarterly 
dividend periods shall have been paid or shall have been declared and funds set aside for such payment. 
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:No dividend may be pald or other distribution made on the common stock or on stock of any other class 
]unior to the preferred stock, other than a dividend or distribution solely of shares of the common stock or of 
such other junior s¢ock• and no common stock or such other junior'stoek may b8 purchased or otherw/se 

acquired by the Company for a consideration, unless (1) all dividends on the preferred stock for all past quar- 

terly dividend periods shall have been paid or shall have been declared and funds set aside for such payment, 
and (2) all funds then mud there•ofore required •o be paid into or set aside for any sinking fund or funds created 
for one or more •eries of the preferred stock shall have been so paid or • a•ide. 

Subjec• fo •he foregoing limltatlons, holders of the common stock are entitled •odivldends, out of lega.lly 
available funds, when and as declared by th¢ Bo•rd of Directom. 

Redemption. Subject to the limitations hereinafter stated under "Limitations on Redemption and Put- 
ch•e • and except as may be otherw•e provided by the Board of Directors in respect of fhe shares of a par- 
ticular series, shares of any one or more series of the preferred stock may be calIed for redemption and re- 

deemed, on not less than SO days' notice by mail. in whole at any time or in part from tSme to time at the 

option of the Company or in part from •hne to time pursuant to any sinking fund or funds created for one or 

more series of the preferred stock• in each case by the payment therefor in cash of the then applicable re- 

demption price or prices of the shares to be redeemed. Provi•ion is rmude whereby, subiect to certain conditions, 
all rights of the holders of shares called for redemption (except the right to receive the redemption moneys 
and the righ• to exercise any then effective privilege of conversion) will terminate before the redemption date, 
upon the deposit with a b•u•k or trust company of the funds necessary for re•temption. 

The optional and sinking fund redemption prices appllcable to the New Preferred Stock are s•ted under 

"New Preferred Stock" on page 2 of this Prospectus, and those applicable to t•he out, banding 5% Preferred 

Stock and 5% Convertible Preferred Stock are stated in the Notes to Consolidated Financial Statements. 

Sinking Fund. On or before May 1 o£ each year beginning with f.he year 1968, so long as any shares of the 
New Preferred Stock arc outstsnding, the Company will be required to set aside as a sinking fund, out of 

legally available funds (in priority to dividends on common stock and after payment or provision for payment 
of dividends on preferred •ek), but only to the extent of ccavaiIab][e net income" of the Company for the 

preceding year, an amount sufficient to redeem, at the sinking fund redemption price, 3,000 sh•rea of the 

New Preferred Stock. The sinking fund requirement will be fully cumulative if and to the extent not satisfied 

in any year. The amount to be set aside on or before each May 1 is to be applied on the% date to the redemp- 
tion of shares at the sinking fund redemption price. Available net income for any year is defined as net in- 

come determined in accordance with generally accepted accounting principles, but after deducting an amount 

equal to the aggregafe of dividends payable during the year on outstanding shares of preferred stock. 

In lieu of all or any part of the amount otherwise required to be set aside for the sinking fund in any year, 

the C•mpany may apply any shares of the New Preferred Stock, not previously so applied, which it sha]I have 

purchased or shall have redeemed otherwise than through the sinking fund, such sh•res to be taken for the 

purposes of such application a• the sinking fund redemption price thereo£ 

The outstanding 5% Preferred S•ock i• entitled to the benefit of a sinking fund •uffieient to retire 2,000 
sh•res of such stock anm•ally. The general provisions of such sinking fund are identical with those of the 

sinking fund for the New Preferred Stock. The 5% Convertible Preferred Stock provides no sinking fund or 

analogous fund for the redemption or other retirement of shares. 

I, hnitat2on• on Redemption and Purchase. H and so long as the Company shall be in default in the pay• 

ment of any quarterly dividend on shares of any series of the preferred stock, or shall be in default in the 

paymen• of funds into or the setting aside of funds for any sinking fund created for any series of the preferred 
stock, the Company may not (other than by the use of unapplied funds, if any, p•id into or set aside for a sink- 
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ing fund or funds prior to such default) (1) redeem any shares of the preferred stock unless all shares thereof 
are redeemed, or (2) purchase or otherwise acquire for a consideration any shares of the preferred stoek, 
except pursuant to offers of sale made by holders of the preferred stock in response to an invitation for tenders 

given simultaneously by the Company by mail to the holders of record of all shares of the preferred stock 

then outstanding. 

Status of Preferred Stock Redeemed or :Purchased. A]] shares of the preferred stock redeemed, purchased 
or otherwise re•cqulred by the Company shall have the status of authorized and unissued shams of preferred 
stock or shall be re•ired and cancelled as may, in each case, be determined by the Board of Directors. In respect 
of each of the three series of the preferred stock (the 5• Preferred Stock, the 5• Convertible Preferred 8took 

and the New Preferred Stock), the Board has determined that no shares redeemed, purchased or otherwise 

reacquired may be reissued as shares of the same series, but %hat such shares shall have %he status of au•horized 

and unissued shares of preferred stock, subject to later issuance as shares of one or more other series hereafter 

established. 

Liquidation Preferences. In the event of dissolution, liquidation or winding up of the Company, voluntary 
or involuntary, holders of the preferred stock of each series at any time established will be entitled to receive 

out of%he assets of the Company such amount per share as shall have been fixed by the Board of Directors as the 

voluntary Iiquidation price or the ir•voluntary liquidation price, as the ease may b% for the •hares of such series. 

The per share voluntary and "involuntary liquidation prices of the New Preferred Stock are stated under 

"l•ew Preferred Stock" on page 2 of this Prospectus, and those of the outstanding 5•o Preferred Stock and the 

5•o Convertible Prderred Stock are stated in the Notes to Consolidated Financial Statements. 

After payment in futl shall have been made to holders of the preferred stock• or funds or other assets set 

aside for such payment, holders of the common stock will be entitIed to ratable distribution of the remaining 
assets of the Company. 

Voting Rights. Holders of the preferred stock and common •ock at any time outstanding ars entitled to 

one vote for each share held on each matter submitted to a vote at a meeting of stockholders, with the right to 

cumuIate votes in all election• for d•reetors. 

Restrictions on Certain Corporate Action. So long as any shares of the preferred stock shall be outstanding, 
the Company may not, without the affirmative vote or consent of the holders of at least two-thirds of the shares 

of the preferred stock outstanding: 

('1) create or authorize any s•oek of any prior or parity class; or 

(2) amend the Articles of Incorporation of•e Company so a• adversely to affec• any of the preferences 
or other rights of the holders of the preferred stock; provided, however, that if any such amendment would 

adversely affect any of the preferences or other r•ghts of the holders of one or more, but less than all, of the 

series of •he preferred stock then outstanding, the affirmative vote or consent of, and only of, the holders of 

at least two-thirds of the shares of each series so adversely affected will be required. 
Any amendment of the resolution of the :Board of Directors establishing a series of preferred stock which 

would adversely affect the rights of the holders of the shares of such series may be made onty •ith the affirmative 

vote or consent of the holders of at least two-khirds of the outs•andlng shares of such ser•es. 

So long as any shares of the prefen•d stock shall be outstanding, the Company may not, withou• the 

affirm.afire vote or c•nsent of the holders of a majority of the shares of the preferred stock outstanding: 

(1) issue any share• of the preferred greek, which may hereafter be authorized (in addition to the 

300,000 shares authoriged by amendment to the Company's Ar•icIes of Incorporation, effective June 12, 
1957), or any shares of s•oelr of any prior or parity class wt•ch may hereafter be authorized (other than for 

the purpose of effecting the retiremeni•, by redemption, exchange or otherwise, of outstanding shares rank- 

ing at least on a parity with, and representing an aggregate amount of stated capital a% leas• equal to the 
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aggregate amoun• of the s•ted capital to be represented by, the •res proposed to be issued), if the 

aggregate amount of the stated capital •epresented by all preferred stock and aS prior and parity stock to 

be ou•s•nding after the proposed •ssue, after giving effect to the retiremen• of any preferred stock or any 

prior er parity stock •o b• retired in connection wi•h •uch i•ue, wou] d exceed 75% of the ag&rregate amoun• 

of the stated capital represented by the common stock then outstanding and by stock of any other class, 
then out•s•andhug, iunlor to the prderred stock, plus the amount of the retained earnings of the Company 
and i•s consolidated .subsidiaries, if any, as of the end of the preceding fiscal year (the term '•stated capital," 
as above used, includes any related paid-in surplus); or 

(2) consolidate with or merge into any other corporation, under applicable statutory procedure• or 

make any sale or transfer of the proper•y and business of the Company as or •ubstantialty as an entirety, 
except that such restriction does not apply to any such consolidation with or merger into or any such sale 

or transfer to (a) any corporation which owns, directly or indirect] • through one or more other corporations, 
50% or more of the vo• securities of the Company• (b) any corporation 50% or more of the voting 
•curi•es of which are owned by the Company, or (e) any corporation, when such consolidation, merger, 

sale or transfer shall be required by any co--on or other governmental agency having •urisd•ction. 
The term "sale or transfer" as above used includes a lease or exchange but not a mortgage or pledge. 

Preemptive Rights. Holders of neither the preferred stock nor the common stock have any preemptive 

rights. 

Nonassessab•ty. The New Preferred Sto• w•l, when issued, be fully paid and nonassessable. 

On January 31, 1955, Carothers & Clark, c/o Bank of Delaware, 901 Market Street, •iV•lming•on, Delaware 

19800, nora•uee for Investors Mutual, Inc., held of record 9,700 shares of 5% Preferred Stock and 24,600 
shares of 5.50% Prefen'cd •tock, being 12.28% of the then outstanding shares of the Preferred Stock as a class. 

LITIGATION 

In 1959, certain coal producers and the United Mine Workers of America filed a complaint with the 

Illinois Commerce Commission requesting that the •nterruptible boiler fuel rates of the Company be re- 

scinded or amended and that the sale of natural gas for boiler fuel by the Company be prohibited. The case 

is now in hearing before the Commission. In the opinion of counsel for the Company, there is no merit to 

the complalnt and no lawful basis for the relief sought therein. 

In July, 1957, suit was instituted in the United States District Court for the Northern District of Illinois 

by Radiant Burners, Ine., of Lombard, Illinois, against the American Gas Association, the Company and other 

Chicago area gas distribution companies, and certain manufacturers of gas hea•ing equipment. The complaint 
charges the defendants with conspiring, in violation of the Federal antitrust laws, to preven• the sale of space 

heating equipment manufactured by Radiant Burners, Inc., and seeks injunctive relief and treble damages 
in the amount of $24,000,000. By amendment to the complaint, the p]•int• •oined as parties defendant 

certain officers of the Company and of other gas distribution defendants and certain additional manufacturers 

of gas heating equipment. The case •s in the pretrial discovery stage. Counsel for the Company believe that 

it has a good defense on the merlt• to this suit. 

In May, 1963, sui• was instituted in the Circuit Court of Cook County against the Gompany by Gerald 

R. Adler, a customer, claiming •hat the ra•es charged by the Company for the 15-month period ended 

March 31, 19G8, were unreasonable, and seeking reparation on behalf of all customem. On March 23, 1964, the 

Circuit Court granted the Company's motion to dismiss the suit. The plaintiff has appealed the. Circuit 

Court's order to the Appellate Court of I]linols, First District. In the opinion of counsel for the Company, the 

suit is without merit. 
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LEGAL OPINIONS 

The legality of the New Preferred 8•ock will be passed upon for the Company by Messrs. Isham, Lin- 
coin & BeaIe, 72 Wesb Adams S•reet, Chicago, Illinois, counsel for the Company, and for the Purchasers by 
Messrs• Wilson & McIlvaine, 120 Wes• Adams Street, Chicago, Illinois. 

The statements made under "Business/' subcaption "Regulation," and under "Litigation," insofar as 

such statements relate to matters of law or legal conclusions, are based upon the opinion of Messrs. Isham, 
Lincoln & Beale. 

Messrs. Wilson & McIIvaine have in the past a•ted and are nosy acting as counsel for the Company in 

special matters. 

OPINION OF INDEPENDENT PUBLIC ACCOUNTANTS 

TO •ORTHE• ILLINOIS GAS COMPANY: 

We have examined the consolidated balance sheet of Northern Illinois Gas Company (an Illinois cor- 

poration) and utiIity subsidiary as of December 31, 1964, and the related statements of income (included 
under "Summary of Earnings"), retained earnings and pald-in surplus for the five years then ended. Our 

examination was made in accordance with generally accepted auditing s•andards, and accordingly included 

such tests of the accounting records and such other auditing procedures as we considered necessary in the 

circumstances. 

In our opinion, the accompanying baIanee sheet and s•ements of income, retained e•rnings and paid-in 
surplus present fairly the financlal position of Northern Illinois Gas Company and iLs utility subsidiary as of 

December 31, t964, and the results of their operations for the periods referred to above, in conformity with 

generally accepted accounting principles consistently applied during the periods. 

Chicago, Illinois 

February 5, 1965 

Am•ua AND22SEN & Co. 
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