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Business of the Company

ICG Utilities (Ontario) Ltd (formerly Northern and Central Gas Corporation Limited), a wholly owned subsidiary of Inter-City
Gas Corporation, owns and operates, either directly or through subsidiaries, natural gas distribution facilities in the provinces
of Ontario and Manitoba. The Ontario operation serves approximately 100 communities in northwestern, northern and
eastern Ontario. In Manitoba, Greater Winnipeg Gas Company operates gas distribution facilities in the greater Winnipeg

area and adjacent communities.

Highlights
Financial ($000’s) 1986 1985
Operating revenue
ENTANIO OPETATIONS ein sty ssios ¥isits a5 setite STeysiaiog Vaiele i shisto Siss srafis 108 $480,777 $544,975
MaNIODaGPETALIONS v v v siie s vrmm s siein Faeyaai R0 i Hs Sa Dome 8 213,708 229,666
$694,485 $774,641
Net income
ONtario OPEIAtIONS. « . . oottt ettt ettt e ettt $ 25,566 $ 19,042
Manitoba Operations . . .. ... it e e e 4,702 7,947
$ 30,268 $ 26,989
Operating
Customers at year-end . . . ...ttt e e 327,214 318,309
Expenditures on properties, plant and equipment, net ($000°s). . .................. $ 48,888 $ 61,391
Properties, plant and equipment ($000°S) .. ...\ $448,591 $416,656
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Report to Shareholders
Revenues and Earnings

Net income increased to $30.3 million from $27.0 million in
1985 due to higher contributions from the Ontario opera-
tions offset by lower contributions from Manitoba.

Gas sales and other revenues decreased to $694.5 million
from $774.6 million as a result of the effect of warmer
weather, price decreases, and certain industrial customers
changing from gas sales to transportation service contracts,
partly offset by customer growth. Volumes of gas sold
decreased to 4,221 10ém? from 4,530 10m3. The number of
customers increased during the year by approximately 8,900
to 327,214,

Investment income declined to $14.2 million from $20.1
million due to lower Gaz Métropolitain inc. (GMi) and
Noverco dividend and interest income as a result of the 1985
exchange of GMi common shares for $26 million of the
Company's long term debt and the 1986 sale of the Com-
pany’s investment in long term debt of GMi.

Financial expenses decreased to $38.3 million from $43.4
million, primarily due to the $5.1 million gain on the sale of
GMi U.S. debt.

Ontario Operations

Income from the Ontario operations increased by $6.5
million to $25.6 million. Residential and commercial sales
volumes decreased by 44 106m? to 958 106m? because of the
effect of 5% warmer weather partly offset by more customers.
Industrial and other sales declined by 19010®m3 to
1,974 108m3 because of replacement by transportation ser-
vice and competitive fuels. At year-end, the number of
customers increased to 154,312 from 149,465 a year earlier.

Total capital expenditures, after deducting grants and other
contributions, totalled $35.8 million, down from a 1985 high
of $50.7 million.

Effective May 5, 1986 the Company’s name was changed
from Northern and Central Gas Corporation Limited to
ICG Utilities (Ontario) Ltd.

Manitoba Operations

Income from the Manitoba operations declined by $3.2
million to $4.7 million due to lower gas sales volumes partly
offset by more customers. Residential and commercial sales

volumes decreased by 59 10m? to 1,009 106m3. The effect of
7% warmer weather than last year was modified by customer
growth. Industrial sales volumes decreased by 16 10°m* to
28010m3. At December 31, 1986 there were 172,902
customers, compared with 168,844 the previous year.

Capital expenditures were $13.1 million in 1986 compared
with $10.7 million in 1985.

Regulation

In June 1986, the Ontario Energy Board released its final
decision with respect to the 1986 test year. The Company was
granted a final revenue deficiency of $7.1 million which
included $6.5 million awarded on an interim basis January 1,
1986. The Board decreased the allowed rate of return on
common equity from 15.75% to 15.00%.

In October 1986, the Company applied to the Ontario Energy
Board for a rate increase for the 1987 test year to recover
increased operating and financial expenses. The Company is
seeking an additional $19.2 million in revenues to enable it to
earn a return of 14.75% on common equity.

Greater Winnipeg Gas has filed a rate application based on a
historical test year and hearings are expected to commence
in June, 1987 The current allowable rate of return
on common equity is 14.25%.

Market Responsive Pricing

The October 31, 1985 ““Agreement on Natural Gas Markets
and Prices” between the governments of Canada and the
three western gas producing provinces set the natural gas
industry on a path of more flexible and market-oriented
pricing. This Agreement permitted certain end users of gas to
purchase their gas directly in a producing province and then
have it transported to their facilities by the pipeline.

By year-end, transportation service was being provided to
four large industrial customers in our service area in Ontario.

Late in 1986, the Company signed agreements with Western
Gas Marketing, a subsidiary of TransCanada Pipelines,
which would effectively set gas prices payable by our
customers in Manitoba and Ontario beginning on November
1,1986, The Ontario agreement was approved by the Ontario
Energy Board for a term of one year pending further review at
that time. At the time of writing, the Manitoba agreement is
under review by the Public Utilities Board.
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Outlook

For the future, our Company remains convinced that, over With the help of the Company’s many dedicated and
the long term, deregulation will be the best path for the enthusiastic employees, we are sure to be able to meet the
industry. It will be particularly advantageous for us in that challenge of 1987 and beyond.

it will offer a stronger competitive position in industrial

markets. However, in the short term transitional period, a ©On behalf of the Board of Directors,

number of complex issues remain to be sorted out—making

both planning and decision making more difficult. W é ad‘a 09""2@"“\

R. G. Graham, N. J. Didur,
Chairman of the Board President
April 14,1987,
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Summary of Accounting Policies
Year ended December 31,1986

Principles of
consolidation

Foreign currency
translation

Inventories

Properties, plant
and equipment

Deferred charges

Income taxes

The Company and its subsidiaries are engaged primarily in regulated gas distribution operations in Manitoba
through Greater Winnipeg Gas Company and in Ontario through ICG Utilities (Ontario) Ltd which are classified as
one business segment for financial reporting purposes.

The principal accounting policies followed by the Company and its subsidiaries are summarized here to facilitate a
review of the consolidated financial statements.

The consolidated financial statements include the accounts of the Company and its subsidiaries.

The excess of acquisition costs over underlying value of net assets at date of purchase in respect of companies
amalgamated on January 1,1968 are included in ““Other Assets”” and are not being amortized.

Long-term debt and investments denominated in U.S. dollars are translated at the rates of exchange prevailing at the
balance sheet date. Any exchange gains or losses arising on translation of these amounts are deferred and
amortized over the remaining term to maturity.

Gas in storage is carried at cost which includes transportation and storage. Supplies are carried at the lowest of
historic cost, replacement cost and net realizable value.

Properties, plant and equipment are carried at cost which includes direct costs, overhead attributable to
construction and interest on funds used during construction, less contributions in aid of construction.

Contributions in aid of construction are represented primarily by non-refundable grants from governmental bodies
in support of specific transmission and distribution facilities.

Depreciation is provided on the straight-line method at rates approved by regulatory authorities. The application of
such rates is equivalent to a composite rate of approximately 3.25% (3.24% in 1985).

The original cost of property retired is removed from plant accounts and charged to accumulated depreciation,
which is credited with the salvage proceeds less removal costs. Under this method, no profit or loss is recognized
on ordinary retirements of depreciable property.

Maintenance, repairs and minor renewals are charged to maintenance expense accounts. Renewals and
betterments of property are capitalized.

Costs of issuing long-term debt are deferred in the year incurred and amortized against income over the term of the
applicable issue.

The Companies defer, in the year incurred, certain expenses which the regulatory authorities require or permit to be
recovered from future revenues; such charges are being amortized over various time periods.

The Companies’ rates and revenues, established for regulatory purposes, include recovery of only such income
taxes as are currently payable or are recoverable through the rates charged to customers. Accordingly, the
Companies provide for income taxes on this basis and do not provide for income taxes which may be payable in
future years as a result of current differences in timing of deductions, principally in respect of depreciation and
amortization, for financial reporting and income tax purposes. Such income taxes not provided and not recovered
in revenues amounted to $7,578,000 in 1986, ($4,500,000 in 1985) and $83,178,000 in total to December 31, 1986.
The Companies do provide for income taxes which result from a difference in the timing of income recognition on
unbilled sales.
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Consolidated Statement of Income
Year ended December 31, 1986

(thousands of dollars)

1986 1985
Operating revenue
GAS SAlEE ;w25 5 T T80 S fte - oTls DSBS wieas saminie maselarsania. siessn: snose.Somniel okt $677,661 $759,793
OEFTBYENUBS : i + v sinss a5 56508 5178 v 51515 S ile.s »1ere wisiacs enese o sntss apeiais oie 16,824 14,848

694,485 774,641

Operating costs

o (0 L T s D R 537,585 624,444
Operating, selling and administrative . ... ............................ 74,807 69,365
Eepreciations saps e s s S s % sun <500 wars SRS e SR S v i e 15,411 14,050

627,803 707,859

Eperating profitic: s va = o e esiae v rr oyt s St f e S Ba e LR e e e 66,682 66,782
Investment INCOME (NOE3) - cuiv s suie + v3is Sites S5t ilnis 50950 Barer Fa & Sd vbe 0 5050 e 14,182 20,125
80,864 86,907
Financial expenses
Intereston long-termidabt .. seivaes ot s i s i s s s Las b 41,483 43,286
Laiss:(gain) onforeign eXChaNEE: ie vovis v siaisie s el siats & s 2eas slale (2,876) 1,357
[T HerTe]] Pl o e e T (344) (1,257)
38,263 43,386
INCOMe DeTOREIAXES 5o tvei il anais o fons s e S o TN SF oo S Tel St v WAL Ters e & e SUmsis, Sy 42,601 43,521
Provision for income taxes (NOte 9) . . ... .. ... e e 12,333 16,532
Netincome . ... .. e $ 30,268 $ 26,989
Dividends on preferenceshares . . ... ... ... ... ... ... . ... ..., $ 2,825 $ 3,037
Income applicabletocommonshares ........ ... ... ... . ... ... ... .. $ 27,443 $ 23,952
Earnings per commonshare. . ... ... ... . . . $1.54 $1.34
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Consolidated Balance Sheet

as at December 31, 1986

(thousands of dollars)

Assets

Current assets Accounts receivableand unbilledgas ............ ... .. ol

Inventory of gas in storage and supplies

T Ota] CUTENEASSEUS 1.v ve  vive wins o oviwr iomid £ 51675 & /35 s70%5 & o578 201800 o076 400

Investments (note 3) ..........

Properties, plant and equipment (note 4) . ... ...... ... o

Oher aSSES (MOIE 5) . - o ov e vve e e ee e saas s et baais a8 5 o as ais se sl da6 aa ol wdie s ears me e s

Liabilities

Current liabilities Bank indebtedness
Accounts payable and accrued charges

Income and Other taxes . . .. .. .oee it e e
Current maturitieson long-termdebt .. ........ ... ... . il

Totalicurment iabilities ... - . s o s o svas Deke v e sl ¥ el VS SaE

Long-term debt (note 6) .......
Total liabilities

Shareholders’ Equity

Capital stock (note 7)
Issued

85,986
24,523

998,075

184,000
17,860,630

Retained earnings (note 8) . .. ..

First preference shares

$2.60 cumulative, first series (89,186 in1985) ............
$2.70 cumulative, second series (24,993 in1985).........
Second preference shares

7.85% cumulative, series A , issue price $25

(1053075 INT985) i srnvens v waomi v o e e s wsze o views
Third preference shares

$1.06 cumulative, series A (455in1985) ................
$1.50 cumulative, series B (32,145in1985). .............
$1.94 cumulative, series C (230,000in1985).............
OO SHATES 2 505 & 1 St el 5 e SFra ¥ e g o

Total shareholders! equitiys » sum s e i svees svwio s sive sswiare siae st 2ase

Approved by the Board

%—«M}«a Director
%9@\ O-eln Directr

1986 1985
$103,701  $139,603
21,642 22,280
125,343 161,883
138,110 207,098
448,591 416,656
22,235 19,103
$734,279  $804,740
$ 13,902 $ 2,636
87,946 108,110
13,671 18,327
14,139 14,129
129,658 143,202
330,844 391,650
460,502 534,852
4,299 4,459
1,226 1,250
24,952 26,352
11
804
4,600 5,750
140,838 140,838
97,862 90,424
273.777 269,888
$734,279  $804,740
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Consolidated Statement of Changes in Financial Position

Year ended December 31, 1986

(thousands of dollars)

Operations
Receipts from sales

Investment and Other iCOME: . + i aees sies s & s s Fa A e 5 o
Purchases and eXpenses. . ...ttt
Interestand bank CNATEES 5 : sen i 56 5 50 e » ondk 5053 105 Sued FEe o
Incometaxinstalments ... ... ... .. . ..

Cash provided from operations. . . ...
Cash utilized for dividends. . . . . ... ..

Cash remaining for investment . . . . ..

Investment

Expenditures on property, plant and equipment ......................
Disposal of fiXed A55et5! v = s s 50 205 1000 e o SAT s 55 S sles 5,00
Contributions in aid of construction .. .......... ... ... ..
Notes receivable under financing contracts . . . .......................
Reduction aFiNVeSIMENTSt . s wasan sos « pivie st « wigs sivs 3 atiss savisds ser o

Sale of subsidiaries

Cash utilized by investment activities. .. ............................

Cash deficiency before financing . . . .

Financing

Issue of long-termdebt. . ... . ... ... .

Increase (decrease)

inibank l0ansir s s v s s vem s o s ek 5 o

Repaymentof longtermdebt ...... ... ... ... ... .. ..
Sale'of GMIdebtholdings:. . sus s saw s win winee cam daus das s s o
Redemption of preferenceshares .. ....... ..ot iiiinnennnn..

(Decrease) increase in cash position. .
Cash position at beginning of period .

Cash position at end of period. . . . . ..

Summary of cash position
Bank indebtedness

1986 1985
$726,419  $751,118
30,286 29,720
(657,331)  (684,416)
(38,630) (43,028)
(16,672) (7,405)
44,072 45,989
(22,829) (22,684)
21,243 23,305
54,145 93,823
472) (6,286)
(8,722) (34,924)
(291) 13,581
(8,837) (29,205)
(8,976)
35,823 28,013
(14,580) (4,708)
75,000
(116,948) 53,468
(17,757) (40,804)
67,077
(3,444) (2,756)
(614)
3,314 9,908
(11,266) 5,200
(2,636) (7,836)
$(13,902) $ (2,636)
$ 13,902 $ 2,636




lee

ICG UTILITIES (ONTARIO) LTD

DIVISION OF INTER-CITY GAS CORPORATION

Consolidated Statement of Retained Earnings

Year ended December 31, 1986
(thousands of dollars)

Balance at beginning of year

1986 1985
AS Drevious|Yreponted. o 2. ¢ foms sl sy e s (o i sk o st et $82,109 $76,447
Adjustment for change in method of accounting for revenue (note 2) . . . .. 8,315 9,672
ASITESEALSH - s o o it FoatEe RS e S SRR S YR SRR EALE e e s 90,424 86,119
N IO .« v s e et e e e e e e e e et e ettt et et 30,268 26,989

120,692 113,108

Dividends
First preference shares —firStSEMES .\ttt 228 235
—SBCONAISBBS! s ot et savai dvies o 5 67 69
Second preference shares —seriesA............. ..ot 2,035 2,101
Third preference shares  —series A ... ... .coiiiiiiiii s, 1 1
—SBHESIB 1 v v srits + sean ster et e Gl 48 96
= (=1 PP 446 535
COMMONISHATES S srms o o s et s o S Salsis Sle/Paei sat © Heid Sgils siuke s 20,005 19,647
22,830 22,684
Balance: at ent.Of WAL . -o.ox icicin iois wioioie siens sioioe sunemissane siasn 2l Wale s oors E056 S SHE/EE ik & $97,862 $90,424
Auditors’ Report
To the Shareholders of

ICG Utilities (Ontario) Ltd

We have examined the consolidated balance sheet of ICG Utilities (Ontario) Ltd as at December 31, 1986 and
the consolidated statements of income, retained earnings and changes in financial position for the year then
ended. Our examination was made in accordance with generally accepted auditing standards, and
accordingly included such tests and other procedures as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements present fairly the financial position of the company as
at December 31, 1986 and the results of its operations and the changes in its financial position for the year
then ended in accordance with generally accepted accounting principles applied, after giving retroactive
effect to the change in the method of recording revenues as explained in note 2 to the financial statements,

on a basis consistent with that of the preceding year.
/Co ﬂl/\ﬂ Y 4&@/

Toronto, Canada Coopers & Lybrand
February 10, 1987 Chartered Accountants
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Notes to Consolidated Financial Statements

Year ended December 31, 1986
(Tabular amounts are in thousands of dollars)

1. Accounting
policies

2. Change in
accounting policy

3. Investments

The summary of the principal accounting policies presented elsewhere is an integral part of these consolidated
financial statements.

Effective January 1, 1986, the Company changed its accounting policy with respect to the recording of gas sales
revenue of the Manitoba operations, making it consistent with the accounting policy for the Ontario
operations. The gas sales revenue is now recorded on the basis of meter readings plus an estimate of customer
usage since the last meter reading to the end of the reporting period. In prior years, such revenue was recorded
on the basis of meter reading only. This change in accounting policy has been retroactively applied, and 1985
earnings and the balance of retained earnings at December 31,1984 have been restated.

The effect of this change is shown in the following table:

1986 1985 Prior
Unbilled salesatendofyear .............cooiiviieeaan.. $13,689 $17,654 $20,151
Unbilled sales at beginningofyear........................ (17,654) (20,151)
Increase (decrease) iNnrevenue. .. .........eevviiiienenennn (3,965) (2,497) 20,151
Less applicable incometaxes. .............coiiiiinn. (1,837) (1,140) 10,479
Increase (decrease) in net income and retained earnings ... ... $ (2,128) $ (1,357) $ 9,672
Decrease in earnings percommonshare ................... $ 0.12 $ 0.08
1986 1985
Investment in Noverco (i)
Common:shares ofiNeVercolii, e o s i sommamEs s $ 55,016 $ 55,016
Preference shares of Gaz Métropolitain, inc.
5:4%: 1965<eries, issueprice 100!, 1 varanes: o povsnes o eses 1,389
5.5% 1966 series, issueprice $100. ... ..., 1,459
7.85%: 197856116, iSSUSPHCES 25 i viss s s st v s 14,258 15,058
[0 1= o () AP 64,105
69,274 137,027
Demand ot FOMIEEIIV] vt e et s s salssiman 9 smemsisisis 47,300 47,300
Mortgages receivable . ... ... .. 5,347 6,654
A AN CE CONRIACTS s a7 wvyvssraistaiisis | Soss (35mFes s 61 s Ml SRS R S SRS TS UaT e o8 STwCR oS 16,152 16,080
ANBE oeovioie e ioie shnnsis ot s s R 5 Slrs s 315 605, ST, 0 B3 SSveiilere 8 S 37 37

$138,110 $207,098

(i) Effective June 16,1986 the Company’s common shares of Gaz Métropolitain, inc. (GMi) were exchanged for
an equal number of common shares of Noverco, GMi’s newly formed parent company.

{ii) In 1980 and 1981, the Company issued two series of exchangeable subordinated debentures. The issues
conferred upon the holders the right to vote the shares subject to exchange during the terms of the issues
and prior to exercising the exchange right. As a result, the Company no longer has a voting interest in
Noverco. Accordingly, the Company accounts for its investment in Noverco by the cost method.

During 1985, the first issue of $26,000,000 principal amount of 12% exchangeable subordinated
debentures due in 2000 was exchanged into 3,250,000 common shares of GMi, resulting in a [oss on the
exchange of shares of $603,000 after income taxes payable of $1,396,000.

The second issue of $55,016,000 of 13% exchangeable subordinated debentures redeemable in 1988 are
exchangeable at any time into 6,877,049 common shares of Noverco (13.28% interest at December 31,
1986). The Company has the option to pay the redemption in cash or by tendering the common shares of
Noverco subject to the exchange right. In 1988, the Company intends to tender the common shares of
Noverco. As a result, the Company will incur a loss on the exchange of the shares of $1,604,000, after
income taxes payable of $2,954,000, which was recorded in 1985.

(i) During 1986, the Company’s investment in GMi debt was sold for net proceeds of $67,077,000. A foreign
exchange gain of $5,077,000 was recorded on the transaction and income taxes of $2,390,000 resulted in
a net gain of $2,687,000.

9



lm@@ ICG UTILITIES (ONTARIO) LTD

DIVISION OF INTER-CITY GAS CORPORATION

4. Properties, plant
and equipment

5. Other assets

6. Long-term
debt

10

(iv) The subordinated demand note from the Company’s parent, Inter-City Gas Corporation bears interest at
7.6% per annum and is subject to minimum annual repayments of $1,672,000 in 1988 and $4,148,000
from 1989 to 1999. Annual interest of $3,595,000 is included in investment income in 1986 and 1985.
Interest receivable of $1,049,000 is included in accounts receivable at December 31, 1986 and 1985.

1986 1985
Accumulated
Cost Depreciation Net Net
(a5 SHOTARRY i wammasatinsons sis sovenssitaie 65 | PAEAEs $ 20,470 $ 717 $ 13,299 $ 13,749
Gas distribUtion: sovs o s svveves 5 5 s s 473,713 90,859 382,854 357,337
Rental equipment ... e . s we saunse 47,717 19,980 27,737 24,977
Generalandotherplant . .................. 38,257 13,556 24,701 20,593

$580,157 $131,566 $448,591 $416,656

Basis of
Period of
Amortization 1986 1985
Intangible assets arising from acquisitions .................. $ 8,833 $ 8,833
Unrealized foreign currency translation losses (i) ............ * 7,953 5,554
Long-term debtissueexpense ............................ < 2,121 1,820
Sales promotion eXpense . . ........oooiieiii . 5 years 1,934 1,489
Gas storage exploration costs. .. ..., 936 1,051
B e e T e 458 356

$22,235 $19,103

*Amortized over term of applicable issue.

(i) Represents the unrealized foreign currency loss on translation of long-term debt denominated in U.S. dollars
$43,061,000 U.S. ($48,251,000 U.S. in 1985) net, in 1985, of the unrealized gain on translation of investments
in GMi debt denominated in U.S. dollars ($26,658,000 U.S.) and amortization. The exchange rate as at
December 31,1986 was $1.38 ($1.40 in 1985).

Due within
one year 1986 1985
Bank loans, unsecured, bearing interest at the prime bank rate . $116,953
6Y2%—11%8% first mortgage bonds, 1986—-1998 .. ........... $10,359 $ 98,098 110,188
9%8% — 14% senior debentures, 1991-2008................. 2,625 178,603 108,654
6% subordinated notes, 1987 . ... ... .. . 415 415 967
6Y2%—11V2% debentures, 19881991 . . . ................... 740 12,851 14,001
13% exchangeable subordinated debentures, 1988 (note 3(ii)) . 55,016 55,016
$14,139 344,983 405,779
Deduct
Current maturities on long-termdebt .................... 14,139 14,129

$330,844 $391,650

The first mortgage bonds are secured by specific mortgage on real and immovable property, franchises, gas
purchases and sales contracts, monies deposited under Trust Deed, securities, appliances and equipment and
additional property pledged with Trustee and a floating charge on all other assets.

Long-term debt maturities and sinking fund requirements for each of the four years subsequent to 1987

are as follows:
BOBB: e v e o 2 o 408 5 s $81,424 (note 3(i))) 1990..............coiiii.... $15,204
0 11 $31,194 B L T $38,425
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7. Capital stock

8. Dividend
restrictions

9. Income taxes

10. Pension Plan

11. Related party
transactions

12. Name change

Authorized
510,717 First preference shares issuable in series
3,598,075 Second preference shares issuable in series
184,000 Third preference shares issuable in series
2,500,000 Junior preference shares issuable in series
34,622,139 Common shares

First preference shares, first and second series, (currently redeemable at the Company’s option at $50.50 per
share) do not presently have voting rights.

Second preference shares, series A, (redeemable at the Company’s option after December 15, 1986 at a price of
$25.20 per share, declining to $25.00 per share after December 15, 1987) do not presently have voting rights.

Third preference shares, series C (redeemable at the Company’s option at $25.00 per share) have voting rights.

The following shares were redeemed for cash during the year:
3,200 First preference shares, first series
470 First preference shares, second series
56,000 Second preference shares, series A
455  Third preference shares, series A
32,145 Third preference shares, series B
46,000 Third preference shares, series C

The indentures and agreements relating to the Company’s long-term debt obligations contain covenants limiting
the payment of dividends.

A reconciliation between the statutory and the effective rate of income taxes is provided as follows:

1986 1985
Income Defore INCOMERAXES 1. ..o iins sontiay il bt o 15 Saestsimin g S0 BETEEN § $42,601 $43,521
Eederal statiitony tAX Tl i v s misss 503 QIS Harmsiras i ¢ha eisrss AT 1 ST it 46.0% 46.0%
Computed INCOME EXES. ..« o .t it i et a e $19,596 $20,020
Increases (decreases) in income taxes resulting from:
Capital cost allowance deducted for income tax purposes
iniexcess of depreciation scues o suit ey & Soaney i L s i 45 3 (2,221) (2,486)
COTPOrAtE SUNMAN .o i rsvsimimisgm ceelsialags simiaiage. s wsivisiatais wie Spisivirinss asn sa s 405 287
Provincial income taxes in excess of federal abatement .. .............. 1,330 1,729
Non-taxable dividend income. ....... .o (2,749) (3,403)
Difference between accounting gains/losses
and taxable capital gains/losses. ............cc i 35 3,251
Deferred charges and other items claimed for tax purposes
intheyearincurred. . ... ... ... ittt (3,836) (2,907)
OhEE Ret s st ds &5 Soehin s oAl o SRR ton i Hels el i i & (227) 41
Actial INCOMETAXBEPENGE oo 5 smviminte v i swaebisela st s wsvmm e e i2s $12,333 $16,532
EffeCHVETARITALE! 1 vvviisn e stmimimioings sie singosmisinia tat ast sisyessiagene, ssa oo wisnaiacasaie s wioin 29.0% 38.0%

The Company has various pension plans available to substantially all permanent full time employees. The
Company makes contributions to the plans based on salary levels. The total pension expense for 1986 was
41,077,000 ($1,641,000 in 1985), including contributions in respect of unfunded past service benefits. At
December 31, 1986 the Company has no unfunded pension liability.

ICG Utilities (Canada) Ltd charged the Company $4,019,000 ($1,057,000 in 1985) for services provided.

Effective May 5, 1986, the Company’s name was changed to ICG Utilities (Ontario) Ltd from Northern and
Central Gas Corporation Limited.
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“II@(@; ICG UTILITIES (ONTARIO) LTD
_i‘ DIVISION OF INTER-CITY GAS CORPORATION

Financial and Operating Summary—-1982-1986

Consolidated Results

Financial Statistics ($5000’s) 1986 1985 1984 1983 1982
Operating revenue
GasSAleS i s v cwen o wers s iy S e s s $677,661 $759,793 $728,081 $703,634 $647,344
Otherrevenues. .. ............cooiiiiiiineonn., 16,824 14,848 10,563 9,799 10,779
694,485 774,641 738,644 713,433 658,123
Costs and expenses
Costofgas ........ooiiiiii i 537,585 624,444 610,804 595,923 554,747
Operating, selling and administrative. ............ 74,807 69,365 63,687 56,829 52,303
Bepreciation =5 s s vsn sai 265 © 05 G oo sars » 15,411 14,050 12,254 11,435 10,639
627,803 707,859 686,745 664,187 617,689
Operatingprofit . ... ..., 66,682 66,782 51,899 49,246 40,434
Investmentincome . ............ ... 14,182 20,125 18,822 18,781 18,777
80,864 86,907 70,721 68,027 59,211
Financial expenses. ..............oviii.. 38,263 43,386 39,819 33,274 29,744
Income beforeitaxes: . . cwu cuin am e s <t s o' 42,601 43,521 30,902 34,753 29,467
INCOMEAXES: i-ii v wosimms sisnars avase vroise sits s wlsts e 12,333 16;532 5,399 8,077 5.331
RS InEaTe! o e v 1ap o e P s B $ 30,268 $ 26,989 $ 25503 $ 26,676 $ 24,136
Operating Statistics
Gas sales ($000’s)
Residentiali:-ri s worueis sl s mmiens s somselon $207,356 $216,865 $196,501 $186,954 $168,222
Commercial ..., 175,774 186,539 178,231 167,052 154,127
Industrial =firm. . ....... ... .. ... .. ... 165,178 198,965 197,371 202,015 197,413
—interruptible. .. .......... .. ... ... 118,494 147,513 155,978 147:613: 127.582
o] T 10,859% 9,911%
$677,661 $759,793 $728,081 $703,634 $647,344
Volumes (10°m”)
Residential .. ... ... ... ... . ... ... ... ... ... 1,001 1,051 976 967 989
Commercial . ... 966 1,019 976 944 980
Industrial=firm. ........... ... .. ... ... ... 1,193 1,307 1,279 1,314 1,422
—interruptible. . ... ... ... .. 987 1,084 1,126 1,066 997
GMi. e 74% 69
4,221 4,530 4,357 4,291 4,388
Customers at year-end
Residential .........cccoiiiii i 295,580 287,750 278,746 266,730 258,046
Commercial . ... ooe e 31,080 30,003 29,043 27,973 26,868
Industrial ... ... ... 554 556 542 544 548
327,214 318,309 308,331 295,247 285,462
Capital expenditures ($000°s) . .. ...covvevvnnnan.. $ 48,888 $ 61,391 $ 54,639 $ 45,095 $ 30,681
Kilometres of pipe atend of period. .. .............. 8,788 8,476 8,176 7,612 7,039

V' Before extraordinary loss on the sale of an oil and gas subsidiary on September 30, 1984 and income from its operations to that date.

¥ Subsequent to the sale of Le Gaz Provincial du Nord de Québec Ltée on April 30, 1985.
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Il“@@ ICG UTILITIES (ONTARIO) LTD
Zl OwSION OF INTERLCITY GAS CORPORATION

Financial and Operating Summary—1982-1986

Ontario Operations
Financial Statistics ($000’s) 1986 1985 1984 1983 1982
Operating revenue
Gassales. ..o e $466,156 $532,030 $508,697 $491,659 $441,533
Otherrevenues. . .....oovveiiiiiinennneennnns 14,621 12,945 8,252 7,030 8,201

480,777 544,975 516,949 498,689 449,734

Costs and expenses

COEEOFBa5 Ll tonis b oo i siers oo i e s 376,651 448,980 439,468 429,117 393,339
Operating, selling and administrative. . ........... 41,262 39,206 36,207 30,811 28,849
DEPTECIAtion; « s » cais s aysveis stess sieiols e & 0w &7 11,583 10,600 9,231 8,008 7,360
429,496 498,786 484,906 467,936 429,548
Operatingprofit . .. ... 51,281 46,189 32,043 30,753 20,186
INVestment iNCOME .. ..o et iiiieeneaneens 14,182 20,125 18,822 18,781 18777
65,463 66,314 50,865 49,534 38,963
Financial eXpenses. « cicwuw wers v s smsrsissss smpsie siots o m 31,178 36,650 33,167 27,797 24,453
INCOME before taxes: e vama s s srsms e s sios o8 34,285 29,664 17,698 21,737 14,510
INCOMEAKES tin v wvess 5 o Soavsss wass sess et s Saar & 8,719 10,622 (527) 1,590 (1,989)
NBEIHEOTIEY 1o 5 s0e ¢ sseie s aison s & 55 saiiss assd 3 8 $ 25,566 $ 19,042 $ 18,225  $ 20,147 $ 16,499
Operating Statistics
Gas sales ($000's)
Rosidentialisw: son, v svonn samts s o i st & $107,549 $110,006 $ 95,664 $ 89,695 $ 75,270
COMMEICIAlizs: sieo v o oot ovtatel sisims S, wEots | wiotiel: 99,620 105,466 100,691 91,430 80,497
Industrial =firm. .. ... oo 161,172 194,447 193,201 197,844 192,968
—interruptible. . ....... .. .. .. 86,956 112,200 119,141 112,690 92,798
B . wcece cnsmin i momsnss s 65565 9.8 600 258 0 4 10,8597 9,911%

$466,156 $532,030 $508,697  $491,659 $441,533

Volumes (10°m’?)

Residential ...... ... .. .. .. . i, 456 471 427 421 410
Commercial ...ooeeii i 502 531 515 486 495
Indutistrial —firmis « sss soes sia s waes Do 4 . 1,168 1,279 1,253 1,288 1,393
—interruptible. oo o oo wepmn saen wen 5 s s 732 816 852 807 729

GV 5 e s s s N — 74% 69
2,932 3,166 3,047 3,002 3,027

Customers at year-end

ResIHential o 5 caoco orvs s s v s o Su seiom B & e 136,863 132,786 127,129 118,495 113,029
Commercial oy s e & ok 1o vei G S s 17,082 16;312 15,706 14,804 13,867
Industrial........ S S e YA s e e 367 367 336 335 325
154,312 149,465 143,171 133,634 127,221
Capital expenditures ($000°s) . ... ... oo nn. $ 35,812 $ 50,666 $ 46,202 $ 37,004 $ 24,796
Kilometres of pipe atend of period. . ............... 5,896 5,644 5,386 4,884 4,379

M Before extraordinary loss on the sale of an oil and gas subsidiary on September 30, 1984 and income from its operations to that date.
2 Subsequent to the sale of Le Gaz Provincial du Nord de Québec Ltée on April 30, 1985.
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"“@@ ICG UTILITIES (ONTARIO) LTD

DIVISION OF INTER-CITY GAS CORPORATION

Financial and Operating Summary—1982-1986

Manitoba Operations
Financial Statistics ($000's)
Operating revenue

Gasisales e s s s wis v s
Otherrevenues. .. ...........

Costs and expenses
CosStOlEas & - e 2 v wems 25

Operating, selling and administrative. ............

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

Operatingiprofit o s wu weram e -
Financial expenses. . ...........
Income before taxes. ...........
INCOME BXES .. v s s o i saws
NetINCOME can s ros s 5 s s

Operating Statistics

Gas sales ($000's)
Residential .................
Commercial ................
Industrial =firm. .............
—interruptible. . .. ...

Volumes (10°m”)
Residential .................
Commercial ................
Industrigl —firme .o e s e e
—interruptible. . .. ...

Customers at year-end
Residential .................
CoOMMETGIal « sewr sv s axo arress
Industriali.va: vemn 2o - son s

Capital expenditures ($000's) . . . .
Kilometres of pipe at end of period

14

1986 1985 1984 1983 1982
$211,505 $227,763 $219,384 $211,975 $205,811
2,203 1,903 2,311 2,769 2,578
213,708 229,666 221,695 214,744 208,389
160,934 175,464 171,336 166,806 161,408
33,545 30,159 27,480 26,018 23,454
3,828 3,450 3,023 3,427 3,279
198,307 209,073 201,839 196,251 188,141
15,401 20,593 19,856 18,493 20,248
7,085 6,736 6,652 5,477 5,291
8,316 13,857 13,204 13,016 14,957
3,614 5,910 5,926 6,487 7,320
$ 4,702 $ 7,947 $ 7,278 $ 6529 $ 7,637
$ 99,807 $106,859 $100,837 $ 97,259 § 92,952
76,154 81,073 77,540 75,622 73,630
4,006 4,518 4,170 4,171 4,445
31,538 35,313 36,837 34,923 34,784
$211,505 $227,763 $219,384 $211,975 $205,811
545 580 549 546 579
464 488 461 458 485
25 28 26 26 29
255 268 274 259 268
1,289 1,364 1,310 1,289 1,361
158,717 154,964 151,617 148,235 145,017
13,998 13,691 13,337 13,169 13,001
187 189 206 209 223
172,902 168,844 165,160 161,613 158,241
$ 13,076 $ 10,725 $ 8,437 $ 8,091 $ 5,885
2,892 2,832 2,790 2,728 2,660
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