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� PR OSPE C TUS 

45,000 Shares 

NORTHERN ILLINOIS GAS. COMPANY 

5• Convertible Preferred Stock 

(Cumulative---Par Value $100 Per Share) 

Convertible into two shares of Northern Illinois Gas Company's Common Stock, 

par •alue $S per share,.subject to adjustment in eertaln ¢on..tlngenries. 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES 

AND EXCHANGE CO/M24-ISSION NOR HAS THE COMMISSION PASSED UPON THE 

ACCURACY OR ADEQUACY O1 • THIS PROSPECTUS. ANY REPRESENTATION 

TO THE CONTRARY IS A CRIMINAL OFFENSE. 

Northern Illinois Gas Company hereby offers to the holders of the outstanding shares of Common Stock, 
par value Sd per share, of Atli.fd Gas Company..thv privilege of exchanging all or any part of such shares for 
shares of 5% Convertible Preferred 8toek,.,•kr value $I00 per share, of Northern Illinois Gas Company 
on the basis of i t share of Northern Illinois Gas Company 5% Convertible Preferred Stock for each # shares 

of .41lied Gad Company Common 8took, all upon th# terms and subject to the conditions •et fort.h herein 

under "Exchange Offer'. . 

•... 
The Exchange Offer wilt expire� at &O0 P.M,', Central �Standard Time, on NoVember 

, 1962, unless 

extended as herein prq.vided. ,,Ill e:cehanges are subject to acceptance by Nortliern Illinois Gas Company at 

the o•ce of the E.xchan•e .4gent, The Northern Trust Company, 50 South LaSalle Street, Chicago 90, Illino•. 

The date of this Prospectus is November 
, 

t962 \ 
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EXCHANGE OFFER 

Offer. Northern Illinois Gas Company ("Northern Illinois") hereby offers .to the holders of the out- 

standing shares.of common stock, par value $5 per share, of Alt[ed Gas Company ("Allied") the privilege of 

exchanging all or any part of such shares for shares of 5% Convertible Preferred Stock, par value $100 per 

share (the "New Preferred Stock"), of Northern Illinois on the basis of 1 share of New Preferred Stock for 

each 4 shares of Altied•s common stock. All tenders of shares of common stock of Allied for exchange shall be 

irrevocable. 

Reasons for Offer. It is believed that the affiliation of Northern Illinois and Allied, whose territories are 

contiguous, would be in the best interest of each company and of the public which each company serves for 

the reasons that: it should allow the optimum utilization of the source8 of supply, both pipeline flow gas and 

underground gas storage capacity, available to both companies, resulting in better load factors and greater 

system •eeurity for each company; it should provide increased growth potential for each company; and it should 

allow increased efficiency in the engineering, accounting and general business operations of each company. 

The Board of Directors of A•lled has declared the Exchange Offer to be fair and reasonable and in 

the best interest o] Allied •lockholders. 

Expira•2on Date of Offer. The Exchange Offer will expire at 3:00 P.M.: Central Standard Time, on 

November ,1962, or such other date not later than December ,1962, as Northern Illinois shall determine. 

In the event of any extension of the Exchange Offer beyond November 
, 1962, Northern Illinois will give 

written notice thereof to the stockholders of Allied. 

Northern Illinois or Allied may cancel the Exchange Offer if any of the conditions to its consummation 

have no• been compiled with, in which event all certificates for shares of Allied's common stock previously 

deposited for exchange will be returned to the depositing stockholders. The conditions to the consummation 

of the Exchange Offer are set forth in an agreement between Northern Illinois and Allied dated September 17, 

1962. Such conditions include the valid acceptance of the Exchange Offer by holders of not less than 80% 

of the outstanding shares of common stock of Allied; the furnishing to Northern Illinois and Allied as of the 

closing date provided for in the agreement of satisfactory opinions of counsel as to certain matters pertaining 

to Northern Illlnois and Allied; certifications b•r Northern Illinois and Allied officers as to the correctn•s 

of the representations and warranties of their respective companies contained in the agreement; and the 

absence of any matel•ial adverse change in the business of Northern Illinois or Allied. 

Exchange Agent. The Exchange A•ent is: 

THE NORTHE•F• TRUS'£ COMPANY 

Stock Transfer Department 
50 South LaSalle Street 

Chicago 90, Illinois 4/ 
� •:•.•!•." 

Holders of shares of connnon stock of Allied who desire to accept the Exchange Offer •t either deriver 

their certificates for Allied common stock to the Exchange Agent not ]ater than 3.•)0 P.M., Central Standard 

Time, on the expiration date of the Exchange Offer, accompanied by the Letter of Transmittal (furnished by 

Nm•hern Illinois) properly filled out and signed, or forward such stock certificates, with the Letter of Trans- 

mittal, to the Exchange.Agent in ample time to reach such Agent no• later than 3:00 P.M., Central Standard 

Time, on the expiration date of the offer. The Letter of Transmittal must be filled out and signed in accordance 

with the instructions on the reverse side thereof, and must be accompaniecl by an$ supporting legal docu- 

ments required by the instructions. 
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Fractional Shares. No fractional shares of New Preferred Stock will be issued pursuant to the Exchange 
Offer. However, each exchanging stockholder of Allied otherwise entitled to receive a fraction of a share of 

New Preferred Stock will have the election of (a) consolidating his fractional h•terest into a full share of New 

l•referred Stock by purchasing the additional fraction required for such consolidation, or (b) directing the 

Exchange Agent to sell his fractional interest and remit to the stockholder the proceeds of such sale. The 

Exchange Agentmay offset orders to buy and sell fractional interests. If no election is made, any fractional 

interest due an exchanging stockholder will be sold by the Exchange Agent and the proceeds of the sale will 

be remitted to such holder. 

The price of a fractional interest purchased or sold will be based upon the closing price of Northern Illinois' 

common stock on the Midwest Stock Exchange on the second business day prior to the date on which the 

Exchange Offer expires, each 1/• of a share of New Preferred Stock to be valued at 500-/0 of such closing price. 

Payment of Expenses. Allied will pay, on behalf of its stockholders accepting the Exchange Offer, Federal 

Stock Transfer Tax payable in connection with the £ransfer of shares of Allied common stock to Northern 

I1 .l•nois, and any expenses of the Exchange Agent chargeable to such stockholders. 

Tax Effect of Exchange Offer. A ruling dated 
, 1962, received from the Internal Revenue 

Service states that for federal income tax purposes •o gain or loss will be recognized in the case of Northern 

Illinois or in the case of any Allied stockholder whose shares are exchanged pursuant to the Exchange Offer, 

except such gain or loss as may result from the sale for cash by an Allied stockholder of any fractional in•erest 

in the New Preferred Stock; that the New PrefelTed Stock received by Allied stockholders pursuant to the 

Exchange Offer, and common stock of Northern Illinois issuable upon conversion thereof, will not constitute 

Section 306 stock within the meaning of the Internal Revenue Code of 1954; that %he adjusted cost basis 

of a stockholder's New Preferred Stock will be the same as the cost basis of his shares of Allied stock exchanged 

therefor; and that, provided the New PrefelTed Stock held by any former Allied stockholder constitutes a 

capital asset .in the hands of such stockholder, any gain or loss realized on the sale of New Preferred Stock 

or of common stock of Northern Illlnoi• i•sued on conversion thereof wiU constitute a capital gain or loss 

subieet to the provisions and limitations of Subchapter P of said Code, measured by the difference between 

the amount realized on such sale and the adjusted cost basis of the stock sold. 

The information herein relating to Allied has been prepared from material furnished to Northern Illinois 

by Allied. 

Northern Illinois has been advised by the holders of shares (approximately %) of 

Allied's outstanding common stock that •hey propose to •cc•pt the Exchange Offer. 

PRICE RANGE OF COMMON STOCK--NORTHERN ILLINOIS 

The common stock of Northern Illinois is listed on the Midwest Stock Exchange. High and low prices on 

such Exchange during the respective periods indicated were as follows: .•." 
Year High •' 

:= 

1957 ................................................................ 
19• 15•,• 

195S ................................................................ 
2S• I•A 

" 

19t19 ................................................................ 32T/• 25•/• 

1960 ................................................................ 
44 28• 

1961 ...... 
:'. ......................................................... 

64•/• 41•/• 

1982 through Sop%ember 18 .......................................... 68•.• 46• 

The last reported sale price of the common stock on the Midwest Stock Exchange on September 18, 1962, 

was 57•. 
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PRICE-RANGE OF COMMON STOCK--ALLIED 

Thefollowing table sets forth the reported high and low bid quotations in •he over-the-counter market for 

the common stock of Allied for the periods shown, in each case adjusted for the 3 for 2 •oek splRs in 1957 and 

in 1961 : 

Year High Low 

1958 ................................................................. 14 9• 
1959 ................................................................ 16• 14 

1960 .................. 
• 

..... 

. 

........ 
: 

..... 
. 

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

: .... 155/• 14•/• � 

1961 ................................................................ 23• m• 
1962 through SeptemSer 17 

.......................................... 80 23 

DIVIDEND S---NO I•THER1V. ILLINOIS 

After the payment on May i, 1954, of an initial dividend of 10,4 per share, dividends have been paid 
quarterly on the common stock of Northern Illinois as follows• 

" " 

Quar•rly 
l•ayn•n• 

Datm Per Share 

August 1, 1954 to November 1, 1956 .................................................................. 20• 

February 1, 1957 to February 1, 19•9 ..................................................... 

" 

............ 22¢ 
i•Iay 1, I959 to February 1, 1960 ..................................................................... 25¢ 

M•y 1, 1960 to February 1• 1961 ...................................................................... 30• 

May 1• 1961 to February 1, 1962 ................. 

" 

.................................................... 35• 
May 1 aad August 1, 1962 ...... 

,. 
............... 

. 
....... 

: 
............................................. 38• 

A dividend of 38• per share has bee• declared payable November 1, 1962, to stookholder• of record on Septem- 
ber 21, 1962. ]For limitations applicable to the payment of dividends on the common stock, see "Description 
of Stock--Northern Illinois," subcaption "Dividends." 

Dividends have been paid quarterly on Northern Illinois' outstanding 5% Preferred Stock and 5.50% 
Preferred Stock at the respective stipulated dividend rates. 

DIVIDENDS---ALLIED 

Quar•erly cash dividends have been paid on the common stock of Allied since 1949. 'The amount of such 

dividends for the past five fiscal y e.,.•, adjusted for the 3 for 2 stock splits in 1957 and in 1961, have been as 

follows: .*•:/• 

uarterly 

•jm•n• 
Per •haro Date 

December 1, 1956--to December 1, 1957 ....................................................... 

•ff.'i• 
... 

:.... 13• 

March 1, 1958 to December 1, 1958 .......................................................... •'• ....... 17� 

March 1, 1959 to December 1, 1960 ......................................................... •(• ...... 20• 
l•arch 1, 1951 to June ,1, 1962 ........................................................................ 25• 

September 1, 1962 ................................................ ;.. • .... : ........ ... ............... 30¢ 

Allied stockholders are presently receiving .cash dividends a• the rate of.30• per share per quarter or 

$1.20 per annum. The annual dividend on one share of the New Preferred Stock (issuabIe in exchange for 

four share• of Alfied's common stock) will be 20� more than the present annual dividend on four shares of 

Altied's common stock. ' 
" 
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........... 

. 'CAPITALIZATION 
.... 

' " 

� 

:: .": ..- .,-. .. :.... . 
.- t¢orthexaIIlinoisand-Allied 

. . .. 

' ' 
" 

� 

" 

- The: following table �sets forth the. capi•al!za•ioh of Northern Illinois and of Allied ms of June 30,:.1962• 
an.d-on a. pro-forms combined b_asis as of the same dat.e, .a•suming all shares of Allied's commori stock are 

e.xchanged for shares of .the tNew Preferred Stock pursum•t to the Exchange Offer� 
" " 

. 

- 
Outstanding 

' 

"tm thousands of doUars). 
A• Of June"fii•, • 

1962 
. 

" 
' ..... 

I'ro- 
. 

: 
: Northern - Pro-Form• Form• 

Lo•g-Tenn Debt: Illinois Allied Combm.•d (d• Ratio• 

Northern Illinois 

Firs• Mortgag• Bonds (a)• 
8•% sede•, due Jan, I, 1979..... ...................... 

" 

.................. $ 51•910 $ • $ 51,910 
3a•ro series," due April 1, I981 ..... 

.. 
" ' 

1•,336 -- 13,836 
5% series, due June I, 1984 (b) ............................................ 19,600 • 19,600 
45/•% series, due July I, 1985 

............................................ 29,392 • � 29,392 
Allied . 

First Mortgage Bonds (a)-- 
4• series, due July 1, 1976 (¢) ................... ., ............ 

� 
..... .... 

-- 360 360 

41/•o eeries• due May !, 198t (c) ........... .: ............................ 
• 378 378 

" 

5•/•series, due July 1, 1985 
............................................ 

-- 650 •50 

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

, ............................... $114,238 . 
.•1,388 $115,626 40.1•% 

Prefo•ed Stock: 

. l•or•hern Illinois . 

Cmnulatlve--$100 par va•ue• ].ssuable in series, authorized 800,000 shares-- 

� 5% Preferred Stock (94,852 shares outstanding) (b) ....................... $ 9,485 $ -- 

" 

$ 9,485 

.... 5.50• Preferred Stock (150,000 s.har•:.outstanding) (b) .................. 15•000 -- 15,000 

5,°/o Convertible Preferred Stock (44..291 shures to be outstanding) ....... 7- 
-- 

. 4,429 
Total Preferred Stock 

.... : ................ ; ............ ..... . .... :, 
$ 24,485 $ -- $ 28,91__4 10,O 

Cgmmon Equity; 
Northern Illinois 

Common Stock, $5 par value, .authorized 12,500,000 shares .(e), 
7,661,860 shares outstanding. 

" " " - 

$ 38,309 $ • $ 38,309 
P&id-in. Surplus ...................................................... 

:... 62,488 -- •8,945 
Capital Stock Expense ................................................... 

848* • 8"/3* 

� Retained Earnings ........................................................ 
- 45,871 • 47,326 

Allied 

Common Stock, $5 p,%r value, authorized 250,000 shares 

177,1•6 •hares outs•nding ....................................... .. 
...... 

-- 886 -- 

Retained Earn!rigs ....................................................... 

" -- 455 -- 

Total Common Equity ......... _•� .................. : .............. $14__6,8____20 $1,341 $143,707 49.9 

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

" 

................. 
;-/• 

................. •28. 5_•5.433 $2,72~9 $288,•447 I00.0% 

- : ........... *Denotes red fiKure. � 

(d) No additional bonds c:f any outstanding series may be issued. Bonds of other series are issuable under the Indehture, sub- 

]ect to the terms thereof• without specified limii as to aggregate principal" amount. 

(b) Includes Nprthern Illinois' sinking fund requirements due within one year of $400•000 on 5•.bonds, $85•9"0 on 5• preferred 
Stock and $300,000 on 5.50% Preferred Stock; " " 

1,•°= 
� . 

� .'A 
(o) Includes All, edna sinkingfund requiremcn• due within one year of 824,000 on 4•% series bonds, due ..•.• I• i976 "and $18•000 

on 4•o serles'bonds• due May 1, 1981 .... 

(d) A•miug the Exchange Offer is consummated,. Northern Illinois •ntends to record the transaction on a pooling of interest 

ooneep• under which the investment in Allied will be recorded by lqorthem Illinois at the underlying book •¢alue of the 
� .. , 

. . 
- ..... 

� . 

Allied s•ock •ohanged: . . 

' 

, . . 

(e) 89,246 shares arereserved for issx•ance under Northern illinois' Employe Stock Pt•rehase Plan and sufficient simres are 

to be reserved for issuance oR conversion of the New Preferred Stock, at the initial conversion price, ff the •change 
. . . , .. 

� 
. . 

Offer is oonsummated; 
.... 

' 

(f) See l•orthcrn ]illinois • "Notes to Financial Statements" for description of short term: bank credit agreementsentered in�to 

on September 4, 1962 .... 

"" 
. 

" 
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SUMMARY OF EARNINGS--NORTHERN ILLINOIS 

The following statement of income of Northern Illinois for the five years ended December 31, 1961, 
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 

in giving such opinion. The statement of income for the 12 months ended June 30, 1962, not examined by 
Arthur Andersen & Co., reflects, in the opinion of Northern Illinois, all known adjustments (which include 

only normal and recurring accruals) necessary for a fair statement of the results of operations, q•is statement 

should be read in conjunction with the other Northern Illinois' financial statements and notes thereto appearing 
elsewhere in this Prospectus. 

Operating Revenues: 

Ga,• ................................ 

Other .............................. 

Operating Expenses and Taxes.' 

Gas purchased (a) ................... 

Other operation (a) ................. 

1Y[alntenanee ........................ 

Depreeiatlen ........................ 

Taxes, other than federa2 income ..... 

Federal income taxes .... : ........... 

Deferred federal income taxes ....... 

:Net Operating/raceme ................ 

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

Gross Income ......................... 

Income Dedu0t/ons: 

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

Twelve 
lVlonths 

Year Ended December 31 Ended 
June •0, 

1957 
" 

1958 1959 1960 1961 i•2 

•,409,981 $91,058,425 $105,097,468 $130,221,635 $147,840,864 $161,646,169 
272,076 254,555 209,783 217,746 206,577 199,989 

S84,682,057 $91,312,980 $105,307,251 $130,439,381 $148,047,441 $161,846,158 

$31,556,293 

18,212,704 
2,886,235 
4,706,520 
4,882,983 
9,890,000 

584,000 

$72,698,735 

$11,983,322 
294,430 

$33,867,848 $ 39,408,691 $ 52,$33,531 $ 60,132,106 $ 63,129,520 
20,189,PA1 22,09"2,672 24,815,417 27,893,626 29,482,737 
3,264,212 3,559,990 4,054,825 3,•2,756 3,77•,674 
4,973,102 5,499,575 6,428,942 7,231,340 7,579,259 

5,080,467 5,784•558 7,209,788 8,040,934 8,537,712 
10,208,000 12• 146,000 14,414,000 16,279,000 20,527,000 

696,000 954,000 1,33"Z,000 1,615,000 1,758,000 

$78,279,470 $ 89•445,486 $111, 088 
, 
503 $125,074•762 $134,784,902 

$13,033,510 $ 19,850,878 
28,789 240,444 

Other deductions .................... 
• 

7,074 
Interest charged to construchon .... : 50,000* ,- 60,000" 

$ 2,574,219 :'$ 2,542,277 

Net Income ........................... $ 9,708,533 $10,520,013 
Less: Provision for Dividends on l•e- 

ferred Stock ........................ 

Earnin• Applicable to Common Stock. 

Common Stock-- 

Shares outstanding a• end of period.. 
Earnings per share .................. 

Dividends declared per share ........ 

$ 15,861,765 $ 22,972,679 $ 27,061,256 
202,667 15,471" 71,564 

$12,277,752 $13,062,290 $ 16,124,432 $ 19,591,322 $ 22,957,208 $ 27,132,820 

$ 2,617,145 $ 2,557,308 $ 2,995,449 $ 4,072,318 $ 4,736,078 $ 4,697,510 
44,969 49,944 t7,771 24,868 114,084 

340,000* 420,000* 281,000" 221,500" 

$ 2,705,393 $ 3,670,089 $ 4,529,946 $ 4,590,094 

$ I3,419,039 $ 15,921,233 $ 18,427,262 $ 22=542,726 

-- 413,705 498,767 1,273,888 •,301,256 1,299,263 

$ 9,703,5.33 $1__0_0 • $12,9"20,272 $ 14•647•845 •,126,006 $21,243,463 

7,145,488 7,163,376 7,178,809 7.,194,699 7,656,69• 7,661,860 
$I. 36 $I. 41 $1.80 $2.04 $2.24 $2.77 

$.88 $.88 $1.00 $1.20 $1.40 $1.46 

*Denotes red figure. 

(a) In accordance with a revised classification of accounts adopted in 1961, the expenses of storing gas .in underground faeilitles 

of a non-affiliated company for 1957 to 1960, inclusive, have bee• reclassified from "Gas purchased" to "Other operation," 

Annual dividends on the 5% and 5.50% Preferred Stocks are now $474,260. and $825,000 respectively, 
and on the New Preferred S•ock will initially be $221,455 assuming 100•v i•uance in exchange for Allied 

common stock, 



SUI•IM.•RY OF EARNINGS--ALLIED 

� -The following statement of income of Allied for the five years ended September 80, 1081 , has ]•en examined 

by L•wTence So•/ddcr & Qo., independent public accountants (who• opinion •4th respect thereto is hero,u- 

after set forth), and is included herein in reliance upon the authority of that firm as experts in giving such 

opinion. The statement of •neome for th• 12 months ended June 30, 1962, not examined by L•wrence Scudder & 

Co., reflects, in the opinion of A/lied, all known adjustments (which include only normal and recurring ac- 

cruals) necessary for a fair statement of the results of operations. This statement should be read in conjunction 
wlth the other Allled's i•nanela] statements and notes thereto appearing elsewhere in this Prospectus. 

1957 

OperaMng lqevenues: 

Gas .......................................... $I, 260,001 

Twelve 
Mon•hs 

Year Ended Sep•smber 80 Ended 
Jun• 80, 

1988 1959 1960 1961 1962 

Operating Expenses and Taxes: 

Gas purehased .............. . ................. $ 535,953 $ 582,259 

Other operation ............................... 231,808 PAS, 824 

Maintenance .................................. 25,198 28,663 

Depreciation ................................... 52,843 59,005 

Taxes, other than federal income .............. 72,739 77,768 
Federal income t•xos .......................... 141,930 182,000 

Deferred federal income taxes 
................. 11,481 7,433 

•1,--;•1,9---• h,l•,Q52 

$1,407,752 $I,56•,811 $1,830,533 $1,988,724 •2•234,452 

$ 6•6,594 $ 768,558 $ 915,541 $1,105,852 
289,928 283,601 306, 37• 3•7, i01 

35,666 35,947 34,285 34,196 

64,80t 70,542 75,993 75,992 
94,066 102,895 112,399 117,645 

198,631 255,259 229,185 257,286 
9,463 11,258 12,36• 13,53• 

$1,319,147 $1,527,86• $1,686,141 $1,911,555 

Net Operating Inaome ........................... 

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

Gross Income ................................... 

Imcome Deduet•onm 

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

Other deduetlons .............................. 

Interest charged to construction ............... 

$ 188,048 $ 221,800 $ 245,664 $ 302,668 $ 297,583 $ 822,897 
8,304 7,094 •,889 6,521 16,464 11,686 

196,352 $ 228•894 $ 249•553 $ 309,189 $ 314,047 $ 334,583 

$ 39,270 $ •B,250 $ •6,911 $ 3•,694 $ 69,091 $ 67,755 
8,693 4,250 9,477 12,030 7,409 3,354 

.... 1,699" 3,138" 

$ 42,963 $ 42,500 $ 46,388 $ 51,724 $ 74,801 $ 67,971 

Net IncemeApplieabletoCommor•Stock ........ $ 153• • $ 203•165 $ 257z465 $ 239e246 $ 266,612 

Common Stock-- 
' 

.•'•/ "J• ...... •, 
Shares outstanding at end of period (a) ........ 177',166 177,166 177,166 177,166 177,16• 177,166 ,,• 

Earnings per share (a) ......................... $.87 $1.05 $I.15 $1.45 $1,35 $1.50 ,• 
Dividends declared per share (a) ............... $.53 $.• $.77 $.80 $.95 

*Denotes red figure. 
•" 

" 

n r 
1• •l 

(a) Number of shares outstanding has been adiusted to reflect •he 3 for 2 sto•k splits o Decembe 2, 9 7, and on February 17, 

1901; dividends and earnings per share are based on the adjusted number of shares outstanding. 

Assuming that as of June 39, 1962, there had been full participation in the Exchange Offer and immediate 

conversion of shares of tJae New .Preferred Stock into common stock of Northern Illinois, the earnings per 

share of Northern IUinols for the twelve months then ended, after combining the earnings of Northern Illinois 

and Allied, would not have changed. 
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BUS1NESS-=-NORTHERN H,LINOIS 

Northern Illinois, organized as an Illinoi• corporation in November, 195•. acquired o• February 9, 1954 

i•s of February 1• 1954), all of the gas utility properties of Co.mm0nwealth Ec[isoIi'Comp•ny. � 
. ' 

•o•thern n•o•, is a pub• u•ty engaged p•i•cipaUy m the p•e; d•ibution •a Bale o• •al 

gas in 330 communities •nd adjacent are• in 22 counties in nol•hern Illinois including areas in Cook: County 
generally outside the City of Chicago. Northern Illinois also operates" a.smal! steam utihty proper•y Whichwas 

acquired from Cornrnoriwealth .Edison Company with the gas utility properties. The principal office iS located 

at 50 Fox Street, Aurora, Illinois, and Operating headquarters at 615 East•n AvenUe, Betlwood, Illinois. 

Northern Illinois' service axea, comprising about 11,000 square miles located between !•ke Michigan and 

the Mississippi River (see D•p), is etmracterized by diversification among industry, commerce and agr/culture. 

Many of the communities and adjacent areas served are heavily industrialized. Since 1950 there has been a 

substantial increase in manufabturing activity, both in nuinber of plants and employment.. The •hree largest 

industry groups served by Northern Illfimis are prlmmT meta3s, glass, and petroleum products. 

•ne population of the area is estimated at approximately 3,14-0,000, an h•crease of about 1,300,000; or 

70%, since 1950. Because of the importance of residential space heating and appliance use• this population 

increase and the accompanying high level of residential builcting activity have been significant factors, in the 

growth of Northern Illinois. At J•me 30, 1962, Northern Illinois had 767,246 customers, an increase of 386,953 

since December 31, 1950. During the same period, the number of heating customers increased fr.o m about 

70,000 to 515,892, representing about 67% of •he total number of customers. 
• :: 

During the period 1946-1960, becau• of shortages in gas supply av•ilable to Northern Illinois, s•les of gas 

for spa•e heating and firm industrial use were restricted, under authority of the Illinois Commerce Commission. 

Since ]ate in 1958, however, there has been a substantial increase in the amount of.gas .avail.a.ble to i•orther• 

Illinois from pipeline suppliers and from storage. Thi• has enabled I•ort•ern Illinois to increase the number of 

he•ting customers by 79,823 in.1959, 76,879 in 1960, 56,428 in 1961 and 21,721 throflgh 3•une 30, i962. At pres- 

ent Northern Illinois is free from all restrictions in the sale of gas for space heating and• although the Commis- 

sion has continuing" jurisdiction in the matter, it is not anticipated that any such restrictlons will be reimpo•d 
•n the foreseeable future. . 

Sources of Gas Supply. Natural gas disbributedby Northern Illinois, having a heating content of slightly, 
more than 1,000 Btu per cubic toot, is obtained from three majoi" pipeline companies, none of which is affiliated 

with Northern Illinois. Part of the supply is delivered, under a service agreement extending to 1980, through 
facilities of Chicago District Pipelin.•0mpany, a non-affiliated natural gas transportation company. The rates 

charged by the pipeline .companiesand the trar•grtation company are sub•eet to regu•tion by the Federal 
Power commission ("FPC'). ......... 

The following tabulation shows the daily bontract denmncl quantities (adjusted to 1,000 Btu per cubic foot 

and common pressure ba•) of natural gas to which Northern Illinois is entitled from e•e•Of its suppl/ers an d 
the years of expiration: of the respective service agreements with such suppliers: : .•i•.i Year of 

" 

Supplier Cubic Feet Expiration 

Nature2 Gas Pipeline Company of Americ• ("Natural") ....................... 534,190,000 1981 • 

Northern Natural Gas Company ("Northern N•turaI") ....................... 90,943,000 1975 

Midwestern G•s Transmission Company (•Midwestern") ..................... 63,947,000. 1979" 
� 

.. 
. 

" 

esg,oso,0o0 � 

" 

... 

� •ontinuing from year to year thereafter until terminated by either party oa one •ar's :ao•ic•. .... 
: ': ' 
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Northern Illinois has entered into.precedent agreements with Midwestern for an addition•l 15,000,000 
cubic feet per day beginning with the 1902-63 heating season, and 25,000,000 cubic feet per daymore beginning 
•ith •he 1963•4 heating season. The FPO currently is reviewing Midwestern's reques• for. the 1962,-63 in- 

crease in daffy demand quantity; the application fo• ttie 1963-64 hic•ea• ha• not as yet been filed: 

In author]zing I•atural to furnish'Northern Illinois thesupply called for by the present service agreement, 
� .. .•- . 

the FPC in its order o.f Noyember 13, 1961, fo•md the. gas reserves of Natural to be adequate. 

Ir• authorizing Norihern Natural to furnish Northern Illinois.the additional supply called for by the 

present service agreement, the FPC, in it.s order of June 28, 1961, agreed with and adopted the Decision of its 

Presiding.Examlner wi•ich found that the gas reserves of Northern Natural were adequate to suppor• the 

increased sale of gas to Northern Illinois 
....... 

.. ':. 

I.n authorizing Midwestern to furn.ish .N. orthern Illinois the presen• contract quality, the FPC, in its 

order of May 12, 1959, found the gas supply showing ofTennessee Gas TransmisBion Company (Mid western's 

parent and stipplier of gas sold by Midwestern to Nor.thor n Illinois) to be ddequate. 

.Northern Illinois makes no Tepresen•ati0n as to.the existing.or potential natural gas reserves of its suppliers. 
Northern Illinois, believing that o•¢r the 10ng term it .should p•r•icipate in the search for additional 

natural gas or the acquisition of re•erve•, organi .ze'd,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 exploration, production, 
acquisition of reserves or otherv•.ise. Subsequent to an initially authorized appropriation for this subsidia• 
of $1,600,000 over a three-year period, the Illinois Commerce Commission approved on March 18, 1959, an 

armu•l appropriation o.f not be exceed 25• Of .I•orthern Illinois' prior year's net income after paymen:t of. a.ll 
dividends.' Northern . 

II]inoi•' appropriat•0n fbr 1960 was $1;430,090, fpr •961 $1,•80,000 , 
•nd for 1962 is 

expected to be $1,680i000.. 
..... 

Through .June 30, i§62,. NI-Gas SupiJl:•, Inc. i•d taken fractional interests in the' drilling of 293.wells. 

Average l•ar•icipati0n w•s al•out 13.5v-•. Th•s drilling rasulte.d in :t03 .gas we'lls.• 64 oil wells, 16 produc.tiVe of 

both gas and •1, IG3 dry'holes, and:7 wells Which initially produced gas or oil but have since been aban,doned. 
The subsidiary estimates that itg •&ad of. thee gas and oil which 'wi'll ultimately be recovered from•he completed 
wells in which it owns an interest will return more than its tot•l expenditure to date. 

Gas Storage, The'underground gas :storage. reservoir near Troy Grove, Illinois has been operating as a 

part of Northern Illinois' distribution system by authority of the Illinois Commerce Commission, si•ce.I)•cem- 
bet 9, 1959. During the 1961-62 heating season, an.aggregate of 2,15!.9 million cubic fee• of gas wa• withdrawn 

on 37 days. The greatesi.one-day .withdrawal w•s 246,5 million cubic feet. O• June 30, 1962, approximately 
12,986.9 million cubic feet of gas awilable to meet peak loads was in storage at Troy' Grove. Development 
of this storage field is still continuing. -.•" •- 

Northern Illinois has been authorized by the Illindis Commerce Commission to undertake the preliminary 

develop.ment of an.undergrou.nd gas s•prage reservoir near Crescen• .City., Illinois. Certain landowners from 

ihe area of the proposed s•orage project" have irdtiated a sta•utory• pFbeeeding to: pbta'm ;judi.cial review of an 

order of the Commission which grants Northern Illinois the righ• of eminentdomai•a in con•iecjtion with thie 

pro•ect: Th:e case is nowpendingi n the. C•rcuit .C.ou'• 0fK.ankakee County, Illinois.. 
: •{J•! 

N0rt.h'em Iilinois is s•arching for additional underground gas storage sites. It has located What it believe.s 
to be a promising site in the Garfield-Ancona area not far from Streg•r, Illinois. lh'e]iminary geological in- 

vestigation of" th•s site is now in• process. � 

' ...... 

" 

Inad•tion, Norther//Iliinois has an agreement (which extenSs tO 1982 and thereafter until cancelled by 
either party on one 'year's ndtice) •vith Natural Gas sigrage: Company of' Illinois (the "S•0rage c•ompany"), 
a c0•J0ration o{vned by Natural, "unde• which Northerr•"IUinois is ent{tled to store gas in the Storage Corn- 



party's reservoirs (located at Her6cher and Cooks Mill•, Illinois) and to withdraw such gas at an approximate 
maximum rate of 235 million cubic feet daily until December 1, 1962, and thereafter at an approximate maxi- 

mum rate of 261 million cubic feet daily. The Storage Company on May 4, 1962 filed with FPC for certification 

of an additional increase in daily withdrawal capacity of 75 million cubic feet to become available for the 1963-64 

heating season. Northern Illinois' portion will be approximately 25 million cubic feet. The Storage Company, 
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 succeeding March 31, in excess of 30 times such customer's maxi- 

mum daily withdrawal quantity. During the 1961-62 heating season, the Storage Company withdrew an 

aggregate of 4,475.3 million cubic feet of gas on 60 days for Northern Illinois' account. •l"he greatest such 

one-day withdrawal was 232.7 million cubic feet. On June 30, 1962, Northern Illinois had approximately 
8,510.9 million cubic feet of gas stored under the Storage Company agreement. 

Cost of Natural Gas. The average per therm cost of natural gas purchased by Northern Illinois, including 
transportation costs, lot the five years 1957-1961 and for the 12 months ended June 30, 1969, was as follows: 

1957--2.52•; 1958--2.53•; 1959--2.53•; 1960--3.06•; 1961--3.18•; 12 months ended June 30, 1962--•.11•. 

The cost of gas purchased by Northern Illinois from Natural is determined by tariff effective March 1, 

1961, subject to refund. The cost of natural gas at 100% load factor under this tariff is 2.95• per therm. A 

rate settlement agreement between Natural and all of its customers is now before the FPC for approval. The 

agreemenb proposes a new rate which • result in• cost of natural gas at 100• load factor of 2.85• per therm. 

The agreement also proposes a refund for the period from March t, 1961, to the effective date Of the new rate. 

The cost of gas which Northern Illinois purchases from Northern :[q'atural is determined by tariff effective 

December 27, 1961. The •ost of gas at 100% load factor under this tariff is 3.55• per therm. The cost of gas 

purchases from Midwestern was specified by the F.PC in its order of May 12, 1959. Th• cost of gas at 100• 
load factor under this tariff is 3.25• per t•herm. On February 13• 1961, the :FPC ordered an investigation of 

the rate charged by NIidwcstern. No date has as yet been set for the commencement of hearings. 

Northern Illinois' rate schedules on file with the Illinois Commerce Commission include • purchased 

ga• cost adjustment clause whereby increases or decreases in the unit cost of gas purchased by it on a firm 

supply basis are reflected in Northern Illinois' per therm charges for gas for the major portion of its sales. The 

purchased gas cost adjustment clause a/so provides for the making of refunds to Northern IDhnols' customers 

if and when refunds are received by Northern Illinois from its pipeline suppliers. Certain refunds have been 

and are now being made. 

Regulation. Northern Illinois is subject to the jurisdiction of the Illinois Commerce Commi•ion. The 
Commission is vested wlth the pew .e&. of supervision, regulagon and control of substantially all phases of the 

pubhc utihty business m the State, including r• and charges, issuance of securities, service, plant• and 

facilities, classification of accounts, transactions with affiliated interests, as defined in the Illinois Public Utilities 

Act, and other matters. 

Northern Illinois has been exempted from jurisdiction of the Federal Power Commission under the pro- 

visions of the Natural Gas Act, as amended. 
_ $•:g•_ 

Northern Illinois and Allied are presently exempt from regulation by the •ecurities h•d Exchange Com- 

mission under the Public Utility Holding Company Act of 1935. If the Exchange Offer is consummated 

appropriate action will be taken to continue the exemptions of the companies from the provisions of the Act. 

Wages. Collective bargaining agreements, which were effective February 1, 1961, between Northern 

Illinois and seven locals of the International Brotherhood of Electrical Workers, have been extended to Janu- 

ary 31, 1964. In accordance with the reopening provisions of these agreements, a general wage increase of 

approximately 3.9•o, on an annual basis, was granted on February 1• 1962. These sam e agreements further 
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provide for a general wage increase on February 1, 1963, which wilt average about 3.65%, on an annuaI baals. 
Increases in the ra%ea of compensagon of supervisory employe• have been and will continue to be made from 

time to time. About 29•o of wage and salary payments are currently being charged to construction. 
"•i" 

Competifiom Gas competes with other fuels and forms of energy available to Northern Illinois' cus- 

tomers. The use of elech-lclty for cooking, water heating, space heating and other purposes is being actively 
promoted by electrio utility companies in substantially all portions of the territory in which Northern Illi- 

nois supplies gas service. 

•kt the present time, gas for house heating, certain other household uses• and small commercial and in- 

dustrial space heating is sold by Northern Illinois at a considerable price advantage relative to available 

competitive fuels and forms of energy. 

Statistics. The following tabulation shows data for the periods indicated with respect to Northern Illinois' 

gas busine•: Twelve 

Operating Revenues 

Resldentlal-- 

With house heating ............... 

Without house heating ............ 

Commerclal and Public 

Authorities (a) .................... 

Industrial-- 

Firm ............................. 

Ia•erruptible-- 
Processing ...................... 

•oiler fuel (b) .................. 

Other revenues ...................... 

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

Thenn• Produced and Purchaaed 

(in thousands) 
Produced ........................... 

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

Total produced and 

purchased ................ 

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

Losses and company use, etc ......... 

To•al ....................... 

l•emalnder .................. 

Therms Sold 

(in thousauds) 

Residential-- 

With house heating ............... 

Withou• house heating ............ 

Commercial and Publio 

Authorities (a) .................... 

Industrial-- 

Firm ............................. 

Interruptible-- 
Processing ...................... 

Boiler fuel (b) .................. 

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

Year Ended December 31 

Months 
E•d•l 

June 80, 
1957 1958 1959 

. 
1960 1961 1962 

$45,005,504 $49,325,977 $ 59,952,799 $79,715•965 $'91•503,147 $100,699,467 
13,501,177 14,286• 130 13,644,748 12,301,708 11,166,603 10•702,607 

4,605,805 5,0297860 5,860,.432 9,399,413 13•662,260 16,922,991 

8,193,877 8,356,• 10,493,714 13,301,447 15,582,917 17,330,376 

6,381,721 6°273,390 6,295,433 8,468,154 10,084•629 9,659,934 

6,072,716 7,053,258 8,025,389 6,075,847 4;927,901 5,332,275 
649,181 793,480 824,953 959,10I 914,407 99B,__519 

•..-------•,981 $91,058,425 $105,097,468 $180,221,635 $147,840,864 $161,646,169 

3 
• 
853 I, 935 652 878 2•0 397 

1,250,592 1,335,788 1,610,764 1,789,543 1,976,852 2,113,470 

1,254,445 1,337,72• 1,611,415 1,790,421 1,977,132 2__.__• 113,867 
. 4,242 1,435" 54,214 67,455 99,520 91,049 

35,012 
" 

45,821 48,________330 51,465 46,279 31,009 

39,254 44,386 102,544 118,920 145,799 122 

1,215,191 1,293,337 1,508,872 1,671,501 t,831,33• 1,991,809 

459,546 499,735 619,471 779,428 880,402 976,052 

95,584 102,020 98..654 85,903 76,863 73,782 

50,760 56,020 68,016 103,870 146 
• 
703 182 

• 
078 

147,447 149,756 191,150 219,131 251,533 277,659 

210,614 207,144 213,232 237,918 276,838 267,158 
251,240 278,662 318,349 245,251 198,994 215,080 

1,215,191" 1,293,337 1,508,87.. 2 1,071,501 1,831,333 I.......•, 991 
, 
809 
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...... :,CL•U,••'.'¢'•;•/;•.':A:•¢•';•;<•:•'•':', •,''.:?;-''''" .: .:..... 

Yea• Ended December 3t 

1957 1958 1959 1960 1961 

Oustomezs (•t en4 of l•rlod) 
� Residential-- 

With house heating ............... 247,031 
Without house heating ............. 322,780 

Commercial and Public 

Authorities (a) .................... 24,425 
Industrlal• 

Firm ............................. 3,432 
Interruptible ........ 

. .............. 
60 

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

Avezafe Au.uual Revenue Per 

Reaidential Customer 

With house he•ting ................. $190.57 

Without house heating .............. 
42.46 

Degr• Days (c) (billing basis) . 

•or the period ...................... 

•Vo of 1951-1960 U.S. Weather Bureau 

average ........................... 

(b) 

Twelve 
Moztths 
Ended 

June 30, 
1962 

277,901 356,270 •25,165 474,419 493,050 
322,377 284,632. 253,222 .235,707 228,722 

25,425 27,880 33,564 38,754 40,688 

3,563 3,784 4,176 4,•581 4,733. 
58 56 54 52 53 

597,728 629,324 672•622 716,181 753,513 .767,24• 

$189.39 $194.63 $202.71 $202.88: $212.39 

44.05 48.98 46.06 45.86 45.45 

6,123 5,998 6,.500 6,189 6,052 6,446 

101.9 99.8 108.2 103.0 100.7 107.4 

*Denotes red figure. 
Includes one other gas utility in 1959 and 1900. 

Natur•;l ga• available, •ter servic• to firm customers, interruptible processing customers, and after st6r•ge injectior• 
is supplied by N'orthem Illinois on an interruptible basis for use as boiler fuel in certain of Commonwealth Edison Com- 

pany's electric generating stations located outside Chicago. A contract for such boiler fnel gas was entered into with that 

company as of February 1, 1954, modified by a supplemental agreement a,• of January I, 1955, and further amended as of 

� .Aprll 3, 19{•t.. .... 

A d•grec day is the unit used •n estimating fuel consumption. The number of degree days in a given .dtty is the average.of 
that day's high and low •emperature readings subtracted from 65 °. 

The maximum day sendout of firm gas of 11,058,000 therms Occurred on January 9, 1962, when the average 

•emperat.ure was nine degrees below zero. The following •abulation shows the sources of gas Used to supply 

this pe•k 10ad: 
� 

. Number 
of Th•rms 

Purchased: " " 

5•54t--6,000 Natural.. 
Northern •N-atural ......................................................................................... 908,000 

Midwestern ................................... : ....................................................... ,... 634,000 

From Storage" 

Underground Storage ]Reservoir of Northern :Illinois ......................................................... 2,465,000 

Natural Gas Storage Company of Illinois ................................................................... 1,627,000 

Local Storage Facilities of Northern Illinois ................................................................ 27,000 

Propane Gas Produced ................................. ; .................................................... 51,000 

Total •irm Gas Sendout .......................................................................... 11____•058,000 
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PROPERTY--NORTHERN ILLINOIS 

Net addikions to Northern Illinois' plant account since 1950 represented about 69• of the plant account 

at June 30, 1962. The properties have been well maintained and are in good operating condition. 

Northern Illinois' distribution system, which represents about 85°• of its gross investment in property, 

includes about 11,100 miles of steel and east iron mains and about 9,000 miles of service pipe connecting the 

mains to customers' premises. The larger mains which distribute major supplies of natarat gas to various 

points in the system are generally of welded steel construction, ranging in size from 10 
• to 86 

• in diameter, 

There are also some east iron mains 20 • to 36 • in diameter serving tha 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 pipe is covered with a corrosion-resisting coating reinforced by a wrapper. I n addition, a 

substantial portion of the steel pipe distribution system is eathodically protected against the effects of corrosion. 

In addition to its Trey Grove underground gas storage reservoir, Northern Illinois owns and operates local 

gas storage installations with an aggregate capacity of 180,060,800 cubic feet or 1,800,608 therms. These in- 

clude high-pressure underground storage installations with a total capacity of 174,700,000 cubic feet or 1,747,000 

thenns. Also, it has 3,375,000 gallons or 3,123,000 therms of liquefied petroleum gas storage capacity (propane 

or butane), and has faeil•tles for producing propane or butane gas which have an aggregate peak day production 

capacity of 760,800 therms. 

Northern Illinois' other properties include headquarters, sales, office, service and garage buildings, repair 

shops• motor vehicles, meters, and construction equipment and tools, all as req•fired for the conduct of its 

business. 

Character of Ownership. The principal office and headqua2ters buildings, reporting centers, and certain 

sales and service offices of Northern Illinois, its gas production facilities, and certain of •ts storage facilities 

and pumping and regulating station facilities are located on or in land owned in fee; other storage facilities 

and pumping and regulating station facilities are on or in premises held under easements, permits or leases; 

the gas distribution system (which constitutes a major part of the investment in physical property) is for the 

most part located under highways, streets or other public places, or under property 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, servfce and garage buildings are located on land held under leases. 

The principal plants and properties of Northern Illinois are subject to the lien of the Indenture securing its 

mortgage bonds. 
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MANAGEMENT--NORTHERN ILLINOIS 

Directors 

H. A. BARBER, PresideR4 Barber-Greene Com- 

pany• Aurora, Illinois 

•RYIN CHANDLER, President of Northern Illinois 

GEORGE L. CLEMV.•TS, President, Jewel Tea Co., 
Inc., Melrose Park, IlHnols 

C•LWN FENT•ESS, JR., Chairman, Allstate In- 

surance ComPanies, Skokie, Illinois 

WILLIAI• S. KERR, Vice-President and Busines• 

Manager, Northwestern Universityj Evanston• 
Illinois 

C. VIRGIL MARTIN, President, Carson Pirie Scott 

& Co., Chicago, Illinois 

HAROLD MEIDELL, Chairman of •8 Board, 
La Salte National Bank, Chicago, Illinois 

EDWARD D. SHEEHAJ/, E•CU•iVe Vice-President 

o] Northerr• Illinois 

Ha•o•u B. S•wn, Preciden•, Illinois Tool Works, 
Chicago, Illinois 

Officers 

MA/•VIN CHANDLER, Pros/dent 

EDWARD D. S•E•I•AN, Ezeculive Vice-Presiden$ 

WIT.•AM J. CROWLEY, Kice-Pre•dent and Comptroller 

HENRY i. DIEKMANN, Vice-President (Sales) 

ttow•D E. FO•D, Vice-President (Supply) 

L0•EN W. TUTTLE, Vice-President (Distribution) 

CHaR•ES F. HENNESS, Vice-President (Divisions) 

MATREW G. MARKLE, Vice-PresideRS (Engineering) 

WILLIAM E. P•ESTON, V•ce-President (Personnel, 
Planning and Research) 

C. J. G•,u¶rH•:•R, Vice-Pres•dent (Finance) 

GEORG• W. RYERSON, Secretary 

LUSTER L. STARRETT, Treasurer 

0RYILLE E. FRY, Asslstan• Vice-PresideRS (Personnel) 

STEPHEN E. TAYLOR, Assistan• Secretary 

CHARLES W- DANIEI,S, Assistant Treasurer 

W•LMAM F. HAYES, Assistant Comptroller 

EVERETT M. HO•W•C•, Assistant Comptroller 

All of the officers of Northern Illinois have been in its employ for more than the last five years. 

During 1961, the only persons among the directors and the three highest-paid officers of Northern Illinois 

whose aggregate remuneration, paid directly or indirectly by NorJhern Illinois, exceeded $30,000 were Mr. 

Chandler whose compensation as President was $70,000 and Mr, Sheehan whose compensation as Executive 

Vice-President was $38,059. The aggregate remuneration paid du•ing 1961 directly or indirectly by Northern 

Illinois to all directors and principal officers• as a group, was $349,742. 

No portion of Northern Illinois' contributions to the trust fund under its Service Annuity System, or of 

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

retirement, Messrs. Chm•dler and Sheehan axe expected to be entitled to $27,610 and $15,181 per year, re- 

specbively, calculated upon a basis of retirement of each at age 65 with no change in their present salaries or 

in the Service Annuity System in the interim. Reference is made to Northern Illinois' "Notes to Financial 

Statements" for information relating to a discretionary supplementary retirement plan. 

Northern Illinois has an Employe Stock l>urchase Plan -•.hich was established September 7, 1954. All 

regular employes of legal age, including officers but not directors who are not offi..cers, are entitled to participate. 

Participants may accumulate up to 10% of their regular pay and on designated da•es •wice each year (in April 
and October) u•e such accumulated savings to purchase, at their option, common stock of Northern Illinois. 

The purchase price is .90•7v of the closing market price on such designated dates, but not less than $10 per share. 

The Plan may be terminated at any time by Northern Illinois' Board of Directors. Under present arrange- 

ments, it will terminate on October 31, 1964, or' whenever at any earlier time all or substantially alI of the 
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200,000 mhares reserved for the Plan have been purchased.. Under the Plan, during 1961, 1VIessrs, Chandler and 

Sheehau purchased 71 and 67 shares, respectively, and Northern Illinois' eligible directors and principal officers, 
as a group, purchased an aggregate of 418 shares. As of June 30, 1962, deductions under the Plan at the annual 

rates of $4,200, $3,384 and an aggregate of $23,7.84 were being made from the pay of Messrs. Chandler and 

Sheehan and Northern Illinois' eligible directors and principal officers as a group, respectively. � Information 

with respect to shaves purchased under the •lau by all parGcipants during the years 1959, 1960, 1961 and the 

six months ended Juno 80, 1962, is set forth in the following table: 

No. of P•ce . M•rke• Aggregate 
Shares per A•gre•te l'rl¢• 

. 
Maxket 

Purchased Sha• Price per Share Price 

•7,06• $25.09 $177,236 $27.875 $I90,909 
1959 .................................. 

•8,369 27.57 230,733 30.625 � 256,300 

'1960 
.................................. 

)8,441 29.03 245,042 32.250 272,222 

.•7,449 36.34. 270,697 40.375 500,758 

5,880 48.60 285,768 54. 000 317,520 
1961.." ......................... : " • .... 

[6,012 52.20 313,826 58.000 348,696 
1962.. 

" 

5,232 60.75 317,844 67.500 •53,160 

of June 30, 1962, aa aggregate of 110,75-• shares of Northern Illinois' common stock had been-purchased 
or subscribed for by participants under..the Plan for $2,928.,295 (aggregate market price $3,253,162) at an aver- 

age price of $26.44 per share (average market price $29.37 per share). 
As of June 30, 1962, the directors and principal officers of Northern Illinois, as a group, beneficially owned, 

or had direct or contingent beneficial interests in, 10,466 shares of Northern Illinois' common stock. 

On June 30, 1962, Carothers & Clark, e/o Bank of Delaware, 90t Market Street, Wilmington 99, Delaware, 
nominee for Investors Mutual, rnc., hetd of record 10•000 sh•res of 5.0/o Preferred Stock and 25,000 shares of 

5.50% Preferred Stock• being about 14% of the then outstanding shares of the Preferred Stock as a-clmss. 

- BUSINESS--ALLIED ,. : 

� A1Hed, organized as an Illinois corporation Jn 1906, adopted its present col•porate name in July, .1946, 

immediately following its acquisition of all of the properties, •ssets.and.franchises of the P•xton Gas cbnapany. 
Allied is a public utility engaged principally in the purchase, distribution and sale of natural gas. Its 

service area, comprising about 1,400 square mileS, .is c]ivided h.•to two non-connected divisions, the :•ax•on Di- 

vision in the east central part of Illinois, serving eight communities and the Chanute Air Force Base, and the 

Rochelle Division, •pproximately 75 mites west of the City of Chicago, selwing two communities, 

Population of the communities served and,.their immedlately surrounding areas, based on the 1960 cen- 

sus, is estimated at approximately 40,000 which includes approximately t4,000 military personnel •t Chanute 

Air Force Base. A• June 30, 1962, Allied had 9,364 customers including 1,515 military hotu•ing ul]its at the 

Chanute Air Force Base. .: 

Sources of Gas Supply. :Natural gas distributed by Allied is obtained from Natural Gas .Pipeline Company 

of America, a non-affiliated company, The rates charged by Natur•l: are subject to regulation by the Federal 

Power Commission. 

Gas Storage. Allied has an agreement (which extends to 1982 and thereafter until cancelled by" either 

party on one year's notice) with Natural Gas Storage Coinpany of Illinois under which Allied is entitled to store 

gas in the Storage •3omPany's reservoirs (located at Herscher and Cooks 1Viii]s, Illinois) and to withdraw gas 
until December 1, 1962, at a maximum rate of 4,826,000 cubic feet dailyand thereafter at a max•mhm rate of 

5.464.000 cubic "•eet daily. The S•orage Company, under its presently effective.•ate schedule, is hot obligated 



i. 

to wi•draw for the account of any customer, from November 1 of any year to the next succeeding iVIarch 31, 
in excess of 30 times such customer's maximum daily wi**hdrawal quantity. On June 30, 1962• Allied had ap- 

proximately 209.4 million cubic feet of gas stored under the Storage Company agreement. 

:Regulation. Allied is subject to the jurisdiction of the Illinois Commerce Commission. The Commission 

is vested with the power of supervision, regulation and control of substantially all phases of the public utility 

business in the State, including ra•es and eharges• issuance of seeurities• service, plants and facilities, classifica- 

tion of accounts, transactions with affiliated interests, as defined in the Illinois Public Utilities Act, and other 

matters.. 

Wages. Allied has no collective bargaining agreements. However, on July 16, 1962, Allied•s operating 

personnel voted to be represented by the International Brotherhood of Electrical Workers. Negotlatlons with 

the Union are in progress. About 20% of wage and salary payments are currently being charged to construction. 

Competition, Gas competes with other fuels and forms of energy •vailabIe to Allied's customers, The use 

of etectrlelty for cooking, wa•r heating, space heating and eraser purposes is being actively promoted by 

electric utility systems in the territory in which Allied supplies gas service. 

A• the present Lime, gas for house heating, certain other household uses, and small commercial and indus- 

trial space heating is sold by Allied at a considerable price advantage relative to available eompetltive fuels and 

forms of energy. 

Statistics. The following tabulation shows data for the periods indicated with respect to Allied's gas 

business: 

1957 

Opomting Revenues 

Residential (a) ................................ 
$ 798,081 

Commorcia] ................................. .. 151,015 
Industrial .................................... 122,494 
Public Authorities ............................ 177,773 
Other revenuos ................................ 10,638 

Total ................................. $1 •260,001 
Therms ¥u•¢lmsed (L• thou•a=4•) 

P•rch•d and produced ....................... 

Not injeotion for storag• ...................... 

Lo•os and company use, otc ................... 

To•M ................................. 

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

Therms Sold 
m thousands) 

es•dential (a) ................................ 

Commercial .................................. 

Industrial .................................... 

Public Authorities ............................ 

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

Customers (at end of period) 
ResideatiaI (a) ................................ 

Commercial .................................. 

Industrial .................................... 

Public Authorities ............................ 

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

Average AnnualRevenue Pe•ResidentialCustomer 

Year Ended September 80 

Twelve 
•ffonths 
Ended 

June •0, 
1958 1959 1960 1961 1962 

$ 921•891 $1,028,744 $1,235,299 $1,2841712 $1,355,364 
186,700 223,554 286•842 304,130 837,839 

99,562 105,121 107,321 142,055 159,243 
188,813 193,931 18•,174 226,•58 320,352 

10,786 13,461 14,897 26,471 61,654 

$1,407,752 $1,564,811 $1,880,533 $1,983,724 $2,234,452 

17,776 19,225 20,88• 23,446 26,562 32.081 

19 25 22 7 58 5• 

525 764 64.0 690 886 971 

544 789 662 697 944 1,025 

17,232 18,486 20,22• 22,749 25,618 31,056 

j.. 

7,105 8,350 9,324 11,314 11,701 12,667 

1,595 2•031 2,430 3•041 8,233 3,678 
3,874 3,089 3,336 3,489 4,542 5,12• 

4,658 4,966 5,132 4,955 6,082 9,587 

17,232 18,436 20,222 22,749 25,618 31,056 

6,648 6,988 7,•96 8,101 8,420 8,582 
522 576 619 671 705 766 

10 9 9 I1 12 14 

2 2 2 2 2 2 

7,182 7•575 8,125 8,785 9,139 9,364 

$120.05 $131.92 $157.25 $153.42 $153.91 $157,9• 

in 1960; and 
(a) Residential customers include military housing units as follows: 1,114 in 1957 and 1958; 1,218 in i959; 1,559 

1•515 in 1961 and the twelve months ended June 30, 1962. 
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