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Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-oo6:

Please supply copies of all presentations by the Company's and, if applicable, its
parent's management to securities analysts during the past 2 years. This would
include presentations of financial projections.

Response:

Columbia Gas of Pennsylvania, Inc. (Company) is a wholly owned subsidiary of
NiSource Gas Distribution, Inc. (NGD), which is a subsidiary of NiSource Inc.
(Parent). Neither the Company nor NGD have made presentations to securities
analysts separate from the Parent.

Presentations made by the Parent from the past 2 years are included in
Attachments A - J.



GAS-ROR.OO6
Attachment A

Supplemental Slides

Fourth QuarterlYear-End 201 3 Earnings

February 18, RCI14
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This document contains forwardlooking statements within the meaning of federal securities laws. These fonvardJooking

statements are subject to various risks and uncertainties. Factors that could cause actual results to differ materially from

the projections, forecasts, estimates and expectations discussed herein include, among other things, weather; fluctuations in

supply and demand for energy commodities; groMh opportunities for NiSource's businesses; increased competition in

deregulated energy markets; the success of regulatory and commercial initiatives; dealings with third parties over whom

Nisource has no control; actual operating experience of NiSource's assets; the regulatory process; regulatory and legislative

changes; the impact of new environmental laws and regulations; the results of material litigation; changes in pension funding

requirements; changes in general economic, capital and commodity market conditions; counter-party credit risk; and the
matterc set forth in the'Risk Factors' sections in NiSource's most recent Form 10-K and subsequent Forms 10-Q, many of
which are beyond the control of NiSource. Readem are cautioned not to place undue reliance on these fonrvardJooking

statements, which speak only as of the date of this presentation. NiSource expressly disclaims a duty to update any of the

fonvardlooking statements contained in this document.

With regard to Net Operating Eamings Guidance for 2014 - it should be noted that there will likely be differences between net

operating earnings and GMP earnings for matters including, but not limited to, weather, and other factors. NiSource is not able

to estimate the impact of such items on GMP earnings and, as such, is not providing earnings guidance on a GMP basis.
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Results in line with guidance for seventh consecutive year

- Earnings Per Share of $1 .58*

Total shareholder return outperformed utility indices for the fifth
consecutive year

- Total shareholder return of 36 percent

- Dividend increase of -4 percent

Successfully delivered on a record $2 billion infrastructure
investment program

Long-term infrastructure modernization programs now in place
across all business units

Financial foundation to support $30+ bittion infrastructure investment
inventory

* Net Operoting Eornings from Continuing Operations (non-GAAP); For a reconciliation to GAAP, see Schedule 7 of the Company's Feb. 78, 2074 Earnings Releose
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2013. 2012. Ghange.

Net Operating Earnings
from Continuing Operations $493.9 $425.8 $68.1

Net Operating Earnings Per Share $1.58 $1.46 $0.1 2

Operating Earnings $1 ,1 46.3 $1,069.6 $76.7

2013. 2012. Ghange.

Income from Continuing Operations $490.e $408.8 $82.1

Earnings Per Share $1.57 $1.40 $0.1 7

Operating Income $1 ,1 43.4 $1 ,040.1 $103.3

' All results listed in millions, except for EPS;
** For a reconciliation to GAAP, see Schedu/e 1 of the Company's Feb. 18, 2014 Earnings Re/ease

fr&wee-
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. Solid liquidity position - $1 .68 as of Dec. 31,2013

. lssued $1.25B, 30-year notes at attractive rates

. Increased revolver by $SOOtttt to $2B, extended term to Sept. 2018

. Expanded Commercial Paper Program by $t e to $1.5B in Feb. 2013

. Total debt to capitalization 60% as of Dec. 31,2013

. lnvestment-grade credit rating upgraded Baa2lP2 by Moody's; Fitch
affirms BBB- rating

trf;5ornce'
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. Operating earnings $441.2M in 2013 vs. $397.8M in 2012'

. First year modernization settlement recovery approved; began on Feb. 1,2014

. Line 1570 and Giles County projects received FERC approval in early Feb.

. Hickory Bend Gathering System began initial service in Dec. 2013

. 2014 capital investment: -$800M
Looking Ahead:

Project

Pipeline Modernization

Key Gomponents

. S-year initial settlement term. $1.58 investment during initial settlement term. Part of $4B - $5B investment program

Status

. 2013 investment recover began on Feb. 1,

2014. -$300M modernization investments
projected in2014

Pennant Midstream, LLC
Hickory Bend Gathering System
50/50 Joint Venture with Harvest
Pipeline

Gathering and processing facilities serving Utica Shale region
600 million cubic feeUday gathering; 200 million cubic feeUday
processing
-$320M initialjoint venture investment (Nl: $160M)

. Initialservice began in Dec.2013. Evaluating expansion needs, including
additional processing capabilities

a

Pennant Midstream, LLC
NGL Pipeline
50/50 Joint Venture with Harvest
Pipeline

NGL pipeline in eastern Ohio connecting the Hickory Bend
processing facility to the UEO Kensington facility
90K barrels per day capacity

. Projected in service Q3 2014

Cameron Access Project New pipeline facilities along Columbia Gulf to connect
numerous supply basins Cameron LNG export terminal

Up to 800,000 dekatherms per day

-$300M investment

LNG facility received DOE approvalfor
export on Feb. 11,2014
Binding precedent agreements in place

Project in service byYE2017

Other In-Progress Regulated Growth
Projects

More than $550M in projects currently in flight

Additional l BCF+ of additional capacity projected

. Complete details available in Appendix on
slide 15

to GMP, see Scfiedule 2 of the Conpanls Feb. 18, 2014 Eami'hgs Release



Electric Operations - Year-End 2013
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. Operating earnings $265.3M in 2013 vs. $237.6M in 2012.. First Schahfer FGD Unit placed into service ahead of schedule, on budget. -$1.1B electric system modernization filing approved by IURC. 2014 capital investment: -$450M
Looking Ahead:

Highlight Key Components

Electric system modernization . Seven-year plan filed with the IURG (enabled by 58560
program enacted in 2013)

. -$1 .18 investment focused on replacing poles, transformers
and other related equipment

Status

. Filing approved by IURC on Feb. 17

. lnvestments scheduled to begin in mid-
2014

Electric Generating Plant
Environmental lnvestments

-$850M in total environmental investments

Schahfer Flue Gas Desulfurization (FGD) investments: Units
14&15
Michigan City FGD: Unit 12

Enhanced mercury and particulate controls (MATS)

Schahfer Unit 14 in service on budget,
ahead of schedule

Schahfer Unit 15 on schedule, on budget

Michigan City FGD construction in
progress

MATS investments approved by IURC

a

Electric Transm ission System
Enhancement - Reynolds to
Topeka Project

1 00-mile, 345-kV transmission project

$250M-$300M investment

Projected in-service latter part of 2018

Final route selected

Right of way acquisition in progress

Electric Transmission System
Enhancement - Reynolds to
Greentown (Joint Project)

66-mile, 765-kV transmission project

$300M-$400M investment (NIPSCO portion $150M - $200M)
Projected in-service latter part of 2018

Preliminary planning in progress

Stakeholder outreach has beguna

'Non-GAAP. For a reconciliation to GAAP. see 2 ot the Company's Feb. 18, 2014



GAS-ROR-O06
Attachment A
Page 8 of 19NiSource Gas Distribution - Year-End 2013

. Massachusetts rate order with new rates expected by March 1,2014

. Record capital investment in 2014: -$815M

Looking Ahead
Highlight

NIPSCO natural gas system
modernization program

Key Components

. Seven-year plan filed with the IURC (enabled by 58560
enacted earlier this year)

. -$700M investment focused on system modernization and
extensions to rural customers

Status

. Filed with IURC on Oct. 3,2013

. Investments scheduled to begin in
mid-2014

. Operating earnings $448.8M in 2013 vs. $438.4M in 2012'. Kentucky rate order supports infrastruciure replacement recovery and $7.7 million in additional annual revenues

Columbia Gas of Massachusetts
Base Rate Case

. Filed April 16, 2013

. Requested revenue increase of -$30M

. Supports expanded infrastructure plans with timely
investment recovery

. A decision with rates in effect
projected for March '1,2014

Columbia Gas of Virginia
I ndustrial Customer Expansion

. -$15M growth project to serve major industrial customer. Columbia Gas Transmission will execute a complementary
project to interconnect with CGV (-$25M investment)

. Projected in-service late 2014

Infrastructure
Modernization

. -$108 long-term program across service territory . Complete program update outlined in
Appendix on slide 18

' llon-GAAP. For a R€concnh on to GAAP, See Sdled.1/€ 2 ol ?h. Cot aany'. FEb 18, 2Ol1 Enhgt R.halr

a



Key Takeaways - 2014
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. Sustainable long-term growth
- 2014 EPS guidance: $1.61 to $1 .71 per share*

. -$28 capital plan outlinedfor 2Q14
- 75o/o of investments dedicated to earnings accretive and revenue-generating

projects

. Long-term inventory of modernization, growth and midstream
opportunities continues to grow

. Balanced, transparent approach to funding capital requirements

. Commitment to investment-grade credit, sustainable growth, strong
liquidity and a growing dividend

' Net Operuting Eomings from Contlnuing Oqtotlons (non-GAAP)

9



2013 to 2014 Earnings Per Share (Non-GAAP)
GAS-ROR-OO6

Attachment A
Page 10 of 19

($0.04)

$0.23

Regulatory
lnitiatives

$1.61-$1.71*

2013
Actual

Growth
Initiatives

2014
Guidance

Employee &
Admin

Depreciation &
Amortization

Property &
Income Taxes

lnterest
Expense

($0.11)

. Projected Net Operating Earnings from Continuing Operations (non-GAAP)

10
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2013

mGas Distribution

$2,150

2014

sElectric mPipelineGroup nCorporate
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Debt Equity Total Debt Equity Total

Long-Term Debt $ 7,593.2 $ $ 7,593.2 $ 6,819.1 $ $ 6,819.1

$ Short-Term Debt 433.6 433.6 543.6 543.6

Sale of tuR 265.1 265.1 233.3 233.3

$ Current Portion of
' Long-Term Debt

542.1 542.1 507.2 507.2

Common Equity 5.886.6 5,886.6 5,554.3 5,554.3

Total Capitalization
Per Balance Sheet $ 8,834.0 $ 5,886.6 $14,720.6 $ 8,103.2 $ 5,554.3 $13,657.5

% of Capitalization Per
Balance Sheet 60.0% 40.0o/o 100.0% 59.3% 40.7o/o 100.0%

13



Gurrent Liquidity ($M)
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September 2018

1a
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CPG Regulated Pipeline & Storage Growth UpdatffilT:?lt

Millennium -$90M (Nl:gasM) 2Q'13 & 1Q'14
Marcellus: Deliver Marcellus supp/les to multiple markets with
expanded compression at Minisink (+150 MMcf/Day) and Hancock
(+17s MMcf/Day)

\Ytt.'

via a new pipeline and additionalcompression. ( MMcf/Day)

Rayne / Leach Express TBD ,,/-

Virginia LNG Facility -$30M
Phase 1: 4Q '13

Phases 2 & 3: '14 -'15
Facility Upgrade: Multi-phased project over three years to upgrade
and maintain service to existing customers. (120 MMcf/Day)

Warren County -$3sM 2Q',14
Gas Generation: Expansion to serve Virginia Powels new 1,300 MW
plant (250 MMcf/Day)

West Side Expansion -$200M 4Q',14

;,
ii$i

\\\W

Marcellus: Transport supply to growing Soufheasf Markets (-500
MMcf/Day) with limited interim service currently being provided.

Complete

ln Execution

In Development

In Evaluation

East Side Expansion -$275M

Line 1570 -$20M

Cameron Access Project -$300M

Marcellus: Connect northern Marcellus supplies to Nofiheast and Mid-
Atlantic Markets (-315 MMcf/Day)

4Q',14'
Marcellus: lncreased takeaway capacity (-100 MMcf/Day). f ERC
Approved Feb.7, 2014 .n

3Q'15

YE'17
Transportsupplies from numerous basrns into Cam{ron's LNG facility
via a new pipeline and additionalcompression. F800 MMcf/Dav)

TBD

A

Golumbia Gas Modernization $300M1/r 2013-2018

FERC approved (1/2013) - 5 Year settlement agreement (with
potential extension provisions) to execute a comprehensive,
balanced and transparent pipeline modernization program. The
program stafted in 2013...first year tracker filed in December 2013
and approved for February 2014 recovery.

'',8;

" i#:''i ,1\\
',i, . .

, ,i/i;.^\,* ,|_

Marcellus / Utica: Facilitates transportation of Marcellus and Utica

15
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Majorsville -$85M
Marcellus: Gathers wet gas to processing facility and provides
downstream pipeline market access with additionalpipeline and
compression assefs (325 MMcf/Day)

In-Service
3Q'10

ln-Service
2Q'13

ln-Service
4Q'13

Big Pine Gathering

Pennant JV -
NGL Pipeline

la* Washington County
Gathering

Pennant JV -
Phase ll

-$165M

-$50M (Nl = $25M)

-$120M

-$300M (Nl = $150M)

Marcellus: -60 Miles of Pipeline with multiple interstate connections
(425 MMct/Day)

Pennant JV -
Hickory Bend -$320M (Nl = -$160M)
Gathering/Processing
Utica: -55 miles of Pipeline (600MMcf/Day) and an NGL processrng
facility (200 MMcf/Day); Ohio pipelines and NGL processing facility
completed; Pennsylvania pipelines to be completed by 2Q'14.

Complete

In Execution

In Development

In Evaluation
3Q'14

Utica: Pipeline development to transpod NGLs from the Hickory
Bend processing facility to Kensington. lnitial capacity of the gas
liquids pipeline is expected to be -90K barrels a day.

Marcellus: Greenfield gathering sysfern in Washington
gat her wel I head prod u ction.

/N

'--.., i\-1

;. .1',.."-'
Executing Drilling

Program

Utica: Gathering system extension and additi

W
&
#
#

Utica,Mlnerals
Arrar{fuement
Utfca: Joint development with Hilcorp to extract value of -120k
acres of mineral rights - drilling started in 2013. Production
volumes dedicated to Pennant JV-Hickory Bend

Under EvaluationPotential M inerals Opportunities
facilities.
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Electric Operations Infrastructure Investment Upd$tlft

ln€ervice
YE'13-$2s0M

ECRM (Environmenfal Cost Recovery Mechanism - 100% Tracked) FGD
(Flue Gas Desulfurization) facility at Schahfer Generating Station

Ul5 FGD -$250M YE"I4
ECRM (100% Tracked) FGD facility at Schahfer Generating Sfafion

U12 FGD -$250M YE'15
ECRM (100% Tracked) FGD facility at Michigan City Generating Station

NOx Upgrades -$50M YE'15
ECRM (1))%Tracked) NOx upgrades and monitoring

MATS -$60M YE',13NE',14/YE'15
ECRM (1O1%Tracked) projects enhancing mercury and particulate
controls at all coal plants

Qw","tTreatment $25M - $130M YE'17lYE'18
Environmenfaf SB 251 (80% Tracked / 20% Deferred) projects enhancing
wastewater treatment at all coal plants and water intake modifications at
Bailly Station

Modernization: SB 560 (80% Tracked / 20% Deferred) N/PSCO ts
implementing year 1 of its 7-year, -$1 .18 electric infrastructure replacement
plan. The plan was approved by the IURC on February 17, 2014 and
requires N/PSCO to file a rate case within seven years.

U14 FGD

*

W

*

w

Coal Ash
lmprovements $100M - $300M TBD
Environmental: SB 251 (80% Tracked / 20% Defened) projects upgrading
ash handling and disposalat allcoalplants

NIPSCO Electric Distribution &
Transmission Modernization

7-Year Investment
-$1.1B

Approved /
lmplemented:

2014

Reynolds-Topeka $2s0M - $300M 2H2018
MISO MVP: FERC approved 345-kV transmission project from Reynolds
Subsfafion to Hiple Substation (100 miles) - route determination
co m p lete . . . ig ht-of-w ay acq u i s iti o n in process.

$300M - 400M
(Nl: $150M - $200M) 2H2018

MISO MVP - parlnership: FERC approved 765-kV transmission project
from Reynolds Subsfafion to Greentown Subsfafion (66 miles) - final
route not determined fl

Greentown-
Reynolds



NGD Infrastructure Investment Update

Golumbia Gas of
Ohio
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$1s0M - $200M 20+ Years
Tracked: Execution of established lnfrastructure Replacement Program; annual
tracker filings with S-year program renewal (next renewal 2018)

Golumbia Gas of
Pennsylvania

Complete

ln Execution
$100M - $150M 20+ Years

Rate CaselTracked: Execution of established lnfrastructure Replacement Pragram;
recovery utilizes forward test year rate case filings supplemented by periodic DSIC
filings under Act 11

, In Development

ln Evaluation

Columbia Gas of
Massachusetts $25M - $50M 20+ Years
Tracked: Execution of established lnfrastructure Replacement Program; annual
tracker filings, program approved in 2009 and expanded in 2012 rate case

Golumbia Gas of
Virginia $20M - $35M 20+ Years
Tracked: Execution of established lnfrastructure Replacement Program; annual
tracker filings with S-year program renewal (next renewal 2017); Amended filing,
approved 7/3/13, rncreases annual investment, expands eligible facilities and
provides more annual flexibility

Annual lnvestment

W

w

Columbia Gas of
K.ntucky $to - 515M 20+ years columbia Gas of Requ€3ied Fil6d: 2Q '13

Trccked: Execution of estabtished tnfrasr,ucturc Reptacemenl program with annuat [assachusetts - Rate case Incr€as6: $30M Eff'ctlve: 'l Q '14

tracker frtings Filing suppofts CMA'S continued efiorl to modemize pipeline infrastucturc and
fansfom its operctions io serye custome/'s saf€ly, reliauy and cost-etredively.

Columbia Gaa of
aryland $5M - $10f, 20+ Years

Rate case./rracked: Exocution of estabtished tnf.asrudurc Reptaclrr,e,nt Prosam: ilpsco - cas til*H:l;|il:- 
#l?l;l?rlLrcte case filings with make whole filings for up to tfueg subsequgnl ysats 

Nrpsco fired iE 7-war, -g70oM gas infrastructurc rcpta@nent ptan on october
NfpSCO-cas $SOl, - ltism ? y€ars 3,2013. The plan is axpected to be ap oved and implemented du ng2014.
Modemization: SB 560 (80% Trccked / 209/5 Defered) - pending approvat. The Once approved NIPSCO will be rcquircd to frle a rate case within the 7-War
N/PSCO Gas 7-j,eat -$7OOM gas infraslructurc rcptacement plan also contains pedod'

plans to expand nafurcl gas seNice into rural areas of Indiana.



Key Path Forward
Markers

2013 LT Debt lssuances :

$750M (30 Years @ 4.80%) / $500M (30 Years @ 5.650/0)

LT Debt Maturities:
$500M 0/2014) / $2s0M (4/2015) / $230M (1112015)

Increased Credit Facility Capacity from $1 58 to $2 0B
and Extended Term Until 9/20'18

Columbia Gas of MD - Rate Case

Columbia Gas of PA - Rate Case

Columbia Gas of KY - Rate Case

NIPSCO Gas - Rate Case Extension

NIPSCO Gas - Infrastructure Reolacement - SB 560
(Approval of 7-Year Plan / lmplementation)

Infrastructure Replacement Programs
(-$350-$450M Per Year)

NIPSCO - FGD's: U14, U15, U12
(Ul 4 Compf eted - 20'13 I U15 In-Service / U1 2 In-Service )

Infrastructure Replacement Program - SB 560
(Approval of 7-Year Plan / lmplementation)

MISO Approved Transmission Projects
(Planning & Construction / In-Service 2018)

Millennium Pipeline - Expanded Compression
(Minisink Completed - 2013 I Hancock In-Service)

Columbia Gas Modernization
(2013 Tracker lmplementation / Execution)

Virginia LNG Facility Upgrade
(Phase 1: Completed 2013 / Phase 2 & Phase 3: In-Service)

Line 1570
(FERC Approval / In-Service)
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Forward-Looki n g Statements
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This document contains forwardlooking statements within the meaning of federal securities laws. These fonrardJooking

statements are subject to various risks and uncertainties. Factors that could cause actual results to difier materially fiom
the proiections, forecasts, estimates and expectations discussed herein include, among other things, weather; fluctuations in

supply and demand for energy commodities; growth opportunities for Nisource's businesses; increased competition in

deregulated energy markets; the success of regulatory and commercial initiatives; dealings with third parties over whom

NiSource has no control; actual operating experience of NiSource's assets; the regulatory process; regulatory and legislative

changes; the impact of new environmental laws and regulations; the results of material litigation; changes in pension funding

requirements; changes in general economic, capital and commodity market conditions; counter-party credit risk; and the

matters set forth in the "Risk Factors" sections in Nisource's most recent Form 10-K and subsequent Forms 10-Q, many of
which are beyond the control of Nisource. Readers are cautioned not to place undue reliance on these forwardJooking

statements, which speak only as of the date of this presentation. NiSource expressly disclaims a duty to update any ofthe
forwardJooking statements contained in this document.

With regard to Net Operating Earnings Guidance for 2014 - it should be noted that there will likely be differences between net

openating eamings and GAAP eamings for mattens including, but not limited to, weather, and other factors. NiSource is not able

to estimate the impact of such items on GMP eamings and, as such, is not providing eamings guidance on a GAAP basis.

2



Key Takeaways - First Quarter 2014
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. Results in line with 2014 earnings guidance of $1.61 to 1.71 per
share

First quarter earnings per share: $0.82*

Continued execution of customer, regulatory and modernization
programs across all three business units

Record $2 .2 billion 2014 capital investment program on track

New rates in effect in Massachusetts; rate case on schedule in
Pennsylvania

Pipeline modernization investment recovery began in February

Expanding inventory of pipeline and midstream groMh projects

a

a

o

a

' Net O8totlng Ednings ftom bntlnulng O'€rotlons (non-GAAPL Fot a rcconciliotlon to GMZ see Schedule I ol the Conpotly's Aptil 30, m74 Eomingt Releote

3



First Quarter 2014 Financial Highlights
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Ql 2014. Ql 2013. Change"

Net Operating Earnings
from Continuing Operations $258.4 $215.3 $43.1

Net Operating Earnings Per Share $0.82 $0.6e $0.1 3

Operating Earnings $509.1 $427.e $81.2

Q1 2014' Q1 2013- Change.

Income from Continuing Operations $266.4 $216.0 $50.4

Earnings Per Share $0.85 $0.69 $0.1 6

Operating lncome $533.7 $428.e $ 1 04.8
* A/l resufts listed in millions, except for EPS;
** For a reconciliation to GAAP, see Schedu/e 1 of the Company's April 30, 2014 Earnings Re/ease
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Continued strong liquidity position of -$1 .78 as of March 31 , 2014

-77o/o of investments focused on revenue-generating opportunities

. Total debt to capitalization -60o/o as of March 31 , 2014

Balanced, transparent approach to funding capital requirements

Commitment to investment-grade credit, sustainable growth, strong
liquidity and a growing dividend

Moody's Baa2 lP2 | S&P BBB- /A3 | Fitch BBB- /F3



Gof umbia Pipeline Group - First Quarter 2014
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a

o

o

a

Operating earnings $158.9 in Q1 2014 vs. $133.3M in Q1 2013-
First year modernization settlement recovery approved; began on
Growing inventory of investment opportunities
2014 capital investment: More than $800M

Feb. 1,2014

Looking Ahead:
Project

Washington County Gathering
Project

Key Components

. Additional gathering and compression facilities

. Long-term gathering agreements in place

. Up to 100 million cubic feet per day

. -$120M investment

Status

. Projected in service 2H2015

Pennant Midstream, LLC
NGL Pipeline
50/50 Joint Venture with Harvest
Pipeline

. NGL pipeline in eastem Ohio connecting the Hickory Bend
processing facility to the UEO Kensington facility

. 90K barrels per day capacity

. -$50M investment (Nl: $25M)

. Projected in service Q3 2014

Cameron Access Project New pipeline facilities along Columbia Gulf to connect
numerous supply basins to the Cameron LNG export terminal
Up to 800 million cubic feet per day

-$300M investment

LNG facility received DOE approvalfor
export on Feb. 11,2014
Binding precedent agreements in place

Project in service byYE2017

Pipeline Modernization S-year initial settlement term
$1.58 investment during initial settlement term
Part of $4B - $5B investment program

2013 investment recovery began on Feb. 1,

2014
-$300M modernization investments
projected in2014

Other In-Progress Growth Projects . Expanding mix of new and ongoing investments to support
continued system reliability and shale production

. Complete details available in Appendix on
slides 13-14

' N,?-GAAP. For a reconciliation to GAAP, see Schedu/e 2 of the Company's April 30, 2074 Eamings Re/ease



Electric Operations * First Quarter 2014
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. Operating earnings $74.2M in Q1 2014 vs. $64.9M in Q1 2013-. Infrastructure modernization program investments initiated. Electric transmission projects progressing in line with expectations. 2014 capital investment: -$450M

Looking Ahead:

Highlight

Electric system modernization
program

Key Components

. Seven-year, -$1.1B investment focused on replacing poles,
transformers and other related equipment

Status

. Filing approved by IURC on Feb. 17,2014

. lnvestments begin in2O14

Electric Generating Plant
Envi ronmental I nvestments

. -$850M in total environmental investments

. Schahfer Flue Gas Desulfurization (FGD) investments: Units
14&15

. Michigan City FGD: Unit 12

. Enhanced mercury and particulate controls (MATS)

. Schahfer Unit 14 in service

. SchahferUnit 15 and Michigan City Unit
12 on schedule, on budget

Electric Transmission System
Enhancement - Reynolds to
Topeka Project

1 00-mile, 345-kV transmission project

$250M-$300M investment

Projected in-service latter part of 2018

Final route selected

Right of way acquisition in progress

Electric Transm ission System
Enhancement - Reynolds to
Greentown (Joint Project)

. -70-mile, 765-kV transmission project

. $300M-$400M investment (NIPSCO portion $150M - $200M)

. Projected in-service latter part of 2018

Preliminary planning in progress

Stakeholder outreach continues

* Non-GAAP. For a reconciliation to GAAP, see Schedule 2 of the Company's April 30, 2074 Eamings Re,ease



NiSource Gas Distribution - First Quarter 2014
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a

a

a

a

Operating earnings $280.1M in Q1 2014 vs. $233.3M in Q1 2013.
Massachusetts rate order in line with expectations, $19 million in additional annual revenues
Most recent Ohio infrastructure replacement rider approved on April 23
2014 capital investment: -$815M

Looking Ahead

Highlight

NIPSCO natural gas system
modernization program

Key Gomponents

. Seven-year plan filed with the IURC

. -$700M investment focused on system modernization and
system extensions to rural customers

Status

. IURC decision expected as early as
April 30,2014

. Investments scheduled to begin in
mid-2014

Columbia Gas of Pennsylvania
Base Rate Case

. Filed March 21,2014

. Requested revenue increase of -$54M

. Supports continuation of robust infrastructure modernization
plans

. A decision with rates in effect
projected later this year

Columbia Gas of Virginia
Industrial Customer Expansion

. -$15M growth project to serve major industrial customer. Columbia Gas Transmission will execute a complementary
project to interconnect with CGV (-$25M investment)

a

a

On schedule, on budget
Projected in-service late 201 4

lnfrastructure
Modernization

. -$10B+ long-term program across seruice territory . Complete program update outlined in
Appendix on slide 16

. Non-GAAP. For a Reconciliation to GAAP, See Schedu/e 2 of the Company's April 30, 2074 Earnings Re/ease
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Capital Expenditures ($tVt1

$2,150

2014

sGas Distribution rElectric rPipeline Group nCorporate
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Gapitalization ($wl1

Debt Equity Total Debt Equity Total

Long-Term Debt $ 7,638.5 $ $ 7,638.5 $ 7,593.2 $ $ 7,593.2

t

I
Short-Term Debt 297.5 297.5 433.6 433.6

Sale of A/R 515.0 515.0 265.1 265.1

Current Portion of
Long-Term Debt

530.5 530.5 542.1 542.1

Y Common Equity 6,012.1 6,012.1 5.886.6 5.886.6

Total Gapitalization
Per Balance Sheet $ 8,981.5 $ 6,012.1 $14,993.6 $ 8,834.0 $ 5,886.6 $14,720.6

wr6 n of Gapitalization Per
i Balance Sheet 59.9% 40.1% 100.0% 60.0% 40.0% 100.0%

11
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Gurrent Liquidity ($lVt1

September 2018
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CPG Regulated Pipeline & Storage Growth Updafffiffi

In-$oruina
Millennium -$90M (Nl: $45M) 2Q'13

Marcellus: Deliver Marcel/us supp/les to multiple markets with expa
compression at Minisink (+150 MMcf/Day) and Hancock (+175 MM

Phase
Virginia LNG Facility -$30M Phases 2

Facility Upgrade: Multi-phased project over three years to upgrade and l.: ' :: .. .'r'

y:,:'ji::,T:::::":,^^,,. 
,^ ^.^,.,,^^!::*", r,,,ar,:a1c,_,n!3^ comprete

Marcelus: T.anspotl suppty to orow''ng Soutteast lrarfels (-5N Mh*"*rl
wilh linlled intein setuice curcntly being Wid€d ln Execution
Eastsldc Expamlon -S275M 3Q'15

yrffi:i_tr{;ffiW Marcettus stndn2s ro Northead and Mid4tt6nt. " ,. li .J In Devetopment

-$40M-t4{lM
G[es county c ctzdi-cevarsm 4ert4 ]:: In Evaluation
Gas Conyersio n: Pipetine extension to seve coallo-natural gas boiler
conversion (-45 MMcf/Day). FERC Approved Feb. 7, 2014

Line 1570 -$20M
Marcellus: lncreased takeaway capacity (-100 MMcflDay). F
Feb.7, 2014

Cameron Access Project -$300M

,# *flt
tion totion lo ,-- - Columbia G.s Mod€rnization t300M/Yr 20'13-20'17

ma*ets on Cotunbia Gas (Lsach = -1.5 Bcf/Day) end colu,'l,b'€ Gutt (Rame = i 1

-80OMMct/Day). agrcement (with

wBExpEss TBD r' om\rehensive,
tion program. The

wBExpEss TBD r' om\rehensive,
tion program. The

Marceuus' Facililales lrentffne on of itlarcelua Drcduc to .. - - . - ...tnst year haciercotunbia Gas east towads touaoun ana wesl6wards d1 ayt.

\.t.,i ': ,..
t'-:'\.'

.i\l

)'il='--.jr:_urj 
..

t.i-:- \ - l'r.n:

maintain service to existing customers. (120 MMcf/Day) ",/tt;, ..,..,., .\rr(t,, ';:;

Warren County -$35M 2Q'14 .lj :;::t / ,. .r)"iii..:

Gas Generation: Expansion to serve Viroinia Power's new 1 300 MW olant , " ', .d"^-
Warren County -$35M 2Q'14
Gas Generation: Expansion to serve Virginia Power's new 1.300 MW plant , '"'1,

..-. rr .".;' **'ilir ..,ti._._,,-. :":.;:::i![".(250 MMcf/Day) , 'i.

40'14

13



Big Pine Gathering -$165M

Pennant JV -
Hickory Bend -$320M (Nl = -$160M)
Gathering/Processing

CPG Midstream & Minerals Growth Update

Majorsville -$85M
ln-Service

3Q'10
Marcellus: Gathers wet gas to processing facility and provides
downstream pipeline market access with additionalpipeline and
compression assefs (325 MMcf/Day)

ln-Service
2Q'13

Marcellus: -60 Miles of Pipeline with multiple interstate connections
(425 MMcf/Day)

,\i

Utica: -55 miles of Pipeline (600MMcf/Day) and an NGL processing
facility (200 MMcf/Day); Ohio pipelines and NGL processing facility
completed; Pennsylvania pipelines to be completed by 2Q'14.

Pennant JV -
NGL Pipeline -$50M (Nl= $25M) 3Q'14
Utica: Pipeline development to transporf NGLs from the Hickory
Bend processing facility to Kensington. lnitial capacity of the gas
liquids pipeline is expected to be -90K barrels a day.

ize minerals position in shale region to leverage
i nfr astr u ct u re o p port u n iti e s

14
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ir' ., r,
i::. 
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@

t
*d

*

Gathering -$120i1 2H)tS ljticrit/llnerals Executlng Drllllng
Marcellus: Greenfield gatheitg sv4]tem in washington co/l&, PA to I AiEfgement Program
gatherwellheadryductio\,i:Uqca:J.intdevelopnlentwithHilcotpb6rthdvalueof-120kgather wellhead production " r;

f{$
Pennant JV - ooo

Phase ll -$300M (Nl = $150M1, "{. 
TBD

Washington County

acres of mineral rights - drilling starled in 2013. Production
Pennant JV - / ' volumes dedicated to Pennant Jv-Hickoty Bend

Utica: Gathering system extension and additiqlal prccessing
re.ititiFs / ..... , . . Poiential Itinerals Opportunilies lJnder Evaluatlonfacilities. / ..r.,.

f

ln-Service
4Q'13

Complete

ln Execution

In Development

ln Evaluation

14
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Electric Operations Infrastructure Investment UpdEtt"A?

-$250M
In-Service

YE'13
ECRM (EnvironmentalCost Recovery Mechanism - lOO% Tracked) FGD
(Flue Gas Desulfurization) facility at Schahfer Generating Station

U15 FGD -$250M YE'14
ECRM (100% Tracked) FGD facility at Schahfer Generating Sfaflon

U12 FGD -$250M YE'15
ECRM (100% Tracked) FGD facility at Michigan City Generating Station

MATS -$60M YE 13NE'14lYE'15
ECRM (1O)%Tracked) projects enhancing mercury and particulate
controls at all coal plants

Water Treatment $2sM - $130M YE'17NE'18
Environmenfal; SB 251 (80% Tracked / 20% Deferred) projects enhancing
wastewater treatment at all coal plants and water intake modifications at
Bailly Station

Coal Ash
lmprovements $100M - $300M TBD
Environmental: SB 251 (80% Tracked / 20% Defened) projects upgrading
ash handling and disposalat allcoalplants

Approved /
lmplemented:

2014
Modernization; SB 560 (80% Tracked / 20% Defened) N/PSCO rs
implementing year 1 of its 7-year, -$1.18 electric infrastructure replacement
plan. The plan was approved by the IURC on February 17, 2014 and
requires N/PSCO to file a rate case within seven years.

U14 FGD

*

*

*

&

YE'15NOx Upgrades -$50M
ECRM (10)%Tracked) NOx upgrades and monitoring

NfPSGO Electric Distribution & 7-Year lnvestment
Transmission Modernization -$1.18

.'a :

'tt.rfu
,----=+\..;

iu

"3*

*d-,
,),

.'1,'

In Development
:e*

n Evaluation

2H2018

\-,-
'1

Reynolds-Topeka $250M - $300M 2H2018
MISO MVP: FERC approved 345-kV transmission project from Reynolds
Substaflon to Hiple Subsfafion (100 miles) - route determination
complete. . . ight-of-way acq ui sition a nd permitting activities continue.

$300M - 400M
(Nl: $150M - $200M)

MISO MVP - paftnership: FERC approved 765-kV transmission project
from Reynolds Subsfaffon to Greentown Substation (-70 miles) - public
open house held in January 2014. 15

Greentown-
Reynolds
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",;! ": ," '

$150M - $200M 20+ Years
Tracked: Execution of established lnfrastructure Replacement Program; annual
tracker filings with S-year program renewal (next renewal 2018)

Golumbia Gas of
Pennsydvania $100M - $150M 20+ Years
Rate Case/Tracked: Execution of established lnfrastructure Replacoment.Program;
recovery utilizes forward test year rate case filings supplemented by periodic DSIQ
filings under Act 11

Golumbia Gas of
Massachusetts $25M - $50M

Complete

ln Execution

In Development

In Evaluation

20+ YearC

Tracked: Execution of established lnfrastructure Replacement Program; annual
tracker filings, program approved in 2009 and expanded in 2013 rate case

Columbia Gas of
Virginia $20M - $3sM 20+ Years
Tracked: Execution of established lnfrastructure Replacement Program; annual
tracker filings with S-year program renewal (next renewal 2017)

*i:llHaGasor Golumbia Gas of
Massachusetts - Rate Case

Approved increase
$19.3M Effective: March'14$10M - $15M 20+ Years

Tracked: Execution of esfab/ished lnfrastructure Replacement Program with annual
tracker filings

Filing supports CMA's continued effort to modernize pipeline infrastructure and
transform its operations fo serve cusfomers safely, reliably and cost-effectively.

$5l|-$10 20+ Years Jltesco-c." seven'Year -l700ll Fil'd: 'lQ'13
Execution or estadished .tiry-i1yr^l:Lt:?y! P*"'' Nrpsco fited its 7-wat, Der
make whola filings for up to thrce subsequenl WaB 3, zot3. The ptan is exp

Nf psco - cas tsotit . $i i5M 7 Years once apwved NlPsco

Modemizafion: sB 560 (80% Tl?cked / 20% Defened) - pending ap$oval. The p6tiod'

NTPSCO Gas 7-year. -$700M gas in{rastuclue rcplacenent plan also contains
ptansto expani natuftt sas sdvice into rurat areas or tndiana. :'*[t:"Gj" " """/"''" ,"X:::::l"Ju .rlj'""*"t 

^*tfroFiling suppotts CPA'9 capital investments to enhanc' pip'line safety initiatives and
cuslomer prcgrams. This is the second frling undet Act | 1, using a fqwad tast-

NGD Infrastructure Investment Update

Columbia Gas of
Ohio

Annual lnvestment

year that extends to 1 2/3 1 /201 5. 16
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Key Path Forward
Markers

LT Debt Planned lssuances: (Term: TBD)

LT Debt Maturities:
$500M c//2014) / $230M (1 1/201 5)

Columbia Gas of PA - Rate Case
(Filed / Effective)

NIPSCO Gas - Infrastructure Replacement - SB 560
(Approval of 7-Year Plan / lmplementation)

NIPSCO - FGD'S: U14. U1s. U12
(U14 Completed - 2013 I U15 In-Service / U12 In-Service )

Infrastructure Replacement Program - SB 560
(Approval of 7-Year Plan / lmplementation)

MISO Approved Transmission Projects
(Planning & Construction / In-Service 2018)

Millennium Pipeline - Expanded Compression
(Minisink Completed - 2013 / Hancock In-Service)

Columbia Gas Modernization
(2013 Tracker lmplementation / Execution)

Virginia LNG Facility Upgrade
(Phase 1: Completed 2013 / Phase 2 & Phase 3: In-Service)

Line 1 570
(FERC Approval / In-Service)

Cameron Access Project
(ln-Service YE 2017)

t7
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Forward-Looki n g Statements
GAS-ROR-OO6

Attachment C
Page 2 of 17

This document contains fonvardlooking statements within the meaning of federal securities laws. These forwardJooking

statements are subject to various risks and uncertainties. Factors that could cause actual results to differ materially from

the projections, forecasts, estimates and expectations discussed herein include, among other things, weather; fluctuations in

supply and demand for energy commodities; growth opportunities for Nisource's businesses; increased competition in

deregulated energy markets; the success of regulatory and commercial initiatives; dealings with third parties over whom

NiSource has no control; actual operating experience of Nisource's assets; the regulatory process; regulatory and legislative

changes; the impact of new environmental laws and regulations; the results of material litigation; changes in pension funding

requirements; changes in general economic, capital and commodity market conditions; counter-party credit risk; and the

matters set forth in the "Risk Factors' sections in NiSource's most recent Form 10-K and subsequent Forms 10-Q, many of
which are beyond the control of NiSource. Readers are cautioned not to place undue reliance on these fonrvardJooking

statements, which speak only as of the date of this presentation. Nisource expressly disclaims a duty to update any of the

forwardJooking statements contained in this document.

With regard to Net Operating Eamings Guidance for 2014 - it should be noted that there will likely be differences between net

operating eamings and GMP earnings for matters including, but not limited to, weather, and other factors. Nisource is not able

to estimate the impact of such items on GMP earnings and, as such, is not providing eamings guidance on a GMP basis.

2



Key Takeaways - Second Quarter 2014
GAS-ROR-OO6
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Page 3 of 17

o Financial results on track to deliver at the upper half of 2014
earnings guidance range of $1.61 to 1.71 per share

Second quarter earnings per share: $0.25.

. Growing inventory of significant pipeline growth and midstream
investments

. Legislative action in Massachusetts supports infrastructure
modernization investment

NIPSCO Gas $700M modernization program approved

Record $2 .2 btllion 2014 capital investment program on track

* Net Operctlng Eanings trcm Contlnuing Opercuons (non-GMP); Fot o reconciliotion to GMP, see khedule 1 ol thc Conpony't July 31, 2014 Eanings Release

t



Second Quarter 2014 Financial Highlights
GAS.ROR-OO6
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Q2 2014. Q2 2013. Change.

Net Operating Earnings
from Continuing Operations $77.e $72.8 $5.1

Net Operating Earnings Per Share $0.25 $0.23 $0.02

Operating Earnings $21 e.1 $194.7 $24.4

Q2 2014. Q2 2013" Change.

Income from Continuing Operations $78.5 $72.4 $6.1

Earnings Per Share $0.25 $0.23 $0.02

Operating Income $21e.6 $1e4.0 $25.6

* All results listed in millions, except for EPS;
** Fot a reconciliation to GAAP, see Schedule 1 of the Company's July 31 , 2014 Earnings Re/ease

4
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Continued strong liquidity position of -$1 .28 as of June 30, 2014

-77o/o of infrastructure investments focused on revenue-generating
opportunities

o Total debt to capitalization -60 .6% as of June 30, 2014

Balanced, transparent approach to funding capital requirements

Commitment to investment-grade credit, sustainable earnings
growth, strong liquidity and a growing dividend

Moody's Baa2 lP2 | S&P BBB- lA3 | Fitch BBB- /F3



Columbia Pipeline Group - Second Quarter 2014
GAS-ROR-OO6

Attachment C
Page 6 of 17

Operating earnings $103.7M in Q2 2014 vs. $88.8M in Q2 2013"
$300M/year pipeline modernization program on track
Warren County project ready for service
Rayne and Leach XPress projects discussions in advanced stages of development
WB XPress development activities proceeding well
2014 capital investment: -$825M

Looking Ahead:
Project

Utica Access Project

Key Components

. New pipeline facilities to transport Utica Shale gas into liquid
trading points on the Columbia Transmission system

. 200 million cubic feet per day

. -$50M investment

Status

. Projected in service by YE 2016

Big Pine Expansion Project Additional gathering and compression facilities connected to
Big Pine Gathering System
Up to 175 million cubic feet per day

Currently in advanced discussion with
customers
Projected in service Q22015

Washington County Gathering
Project

Additional gathering and compression facilities
Long-term gathering agreements in place
Up to 100 million cubic feet per day
-$120M investment

. Projected in service 2H 20'15

Pennant Midstream, LLC
NGL Pipeline
50/50 Joint Venture with Haruest
Pipeline

NGL pipeline in eastern Ohio connecting the Hickory Bend
processing facility to the UEO Kensington facility
90K barrels per day capacity
-$60M investment (Nl: $30M)

. Projected in service Q3 2014

Other ln-Progress Growth and
Modemization Projects

Expanding mix of new and ongoing investments to support
continued system reliability and shale production

-$300M in modernization investments in 2014

. Complete details available in Appendix on
slides 13-14

' Ilor4,AAP. Fq . Bffiilidion lo GMP, 3a. Sthe.lule 2 ol lE CoiP4yb luly 31" 2014 Ea,'ifgs tuLas,



Electric Operations - Second Quarter 2014
GAS-ROR-OO6

Attachment C
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. Operating earnings $59.8M in Q2 2014 vs. $58.6M in Q2 2013-. Environmental, transmission, modernization investments on schedule, on budget. Energy efficiency program extension requested. 2014 capital investment: -$440M

Looking Ahead:

Highlight

Electric System Modernization
Program

Key Gomponents

. Seven-year, -$1.1B investment focused on replacing poles,
transformers and other related equipment

Status

. Filing approved by IURC on Feb. 17,2014

. Investments in progress

Electric Generating Plant
Environmental lnvestments

. -$850M in total environmental investments

. Schahfer Flue Gas Desulfurization (FGD) investments: Units
14&15

. Michigan City FGD: Unit 12

. Enhanced mercury and particulate controls (MATS)

Schahfer Unit 14 in service

Schahfer Unit 15 and Michigan City Unit
12 on schedule, on budget

Electric Transm ission System
Enhancement - Reynolds to
Topeka Project

. 1O0-mile, 345-kV transmission project

. $250M-$300Minvestment

. Projected in-service latter part of 2018

Final route selected

Right of way acquisition in progress

Electric Transmission System
Enhancement - Reynolds to
Greentown (Joint Project)

. -7O-mile, 765-kVtransmission project

. $300M-$400M investment (NIPSCO portion $150M - $200M)

. Projected in-service latter part of 2Q18

Final route selected

Stakeholder outreach continues

* Non-GAAP. For a reconciliation to GAAP, see Schedu/e 2 of the Company's July 37,2074 Eamings Release
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NiSource Gas Distribution - Second Quarter 2014
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a

a

a

a

Operating earnings $62.5M in Q2 2014 vs. $51.8M in Q2 2013-
New Massachusetts legislation supports infrastructure modernization efforts
NIPSCO Gas seven-year modernization program approved
2014 capital investment: -$785M

Looking Ahead

Highlight

NIPSCO Natural Gas System
Modernization Program

Key Components

. Seven-year plan focused on system modernization and
system extensions to rural customers

. -$700M investment

Status

. Filing approved by IURC on April 30,
2014

. lnvestments initiated

Columbia Gas of Virginia Base
Rate Case

. Filed April 30, 2014

. Requested revenue increase of $25M

. Supports multi-year system modernization program

. A decision with rates in effect
projected by the end of 2014

Columbia Gas of Pennsylvania
Base Rate Case

. Fifed March 21,2014

. Requested revenue increase of -$54M

. Supports continuation of robust infrastructure modernization
plans

. A decision with rates in effect
projected later this year

Columbia Gas of Virginia
I ndustrial Customer Expansion

. -$15M growth project to serve major industrial customer. Columbia Gas Transmission will execute a complementary
project to interconnect with CGV (-$25M investment)

a

a

On schedule, on budget
Projected in-service late 201 4

lnfrastructure
Modernization I nvestments

. -$10B+ longterm program across service territory . Complete program update outlined in
Appendix on slide 16

' llon€MP. For a tucohcllali@ to GAAP, *o s.,b.htle 2 ot tllD Conpany's July 31" 20t1wtgs Rdeal€
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Capital Expenditures ($nn1

$2,175

2014

qGas Distribution sElectric nPipeline Group xCorporate
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Gapitalization ($Ul)

Debt Equity Total Debt Equity Total

Long-Term Debt $ 7,640.6 $ $ 7,640.6 s 7.593.2 $ $ 7,593.2

;. Short-Term Debt
E]

801.1 801.1 433.6 433.6

Sale of A/R 300.0 300.0 265.1 265.1

Current Portion of
Long-Term Debt

530.0 530.0 542.1 542.1

Common Equity 6,028.3 6,028.3 5,886.6 5,886.6

W TotalGapitalization
$ Per Balance Sheet $ 9,271.7 $ 6,028.3 $15,300.0 $ 8,834.0 $ 5,886.6 $14,720.6

) olo of Capitalization Per
Balance Sheet 60.6% 39.4Yo 100.0% 60.0% 40.0o/o 100.0%
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CPG Regulated Pipeline & Storage Gro_*th, da L?hi'3
Fage t3 or tz

i.. /

Millennium
ln-Service

2Q'13 & 1Q '14
Marcellus: Deliver Marcel/us suppl'es to multiple markets with expanded compression at Minisink
(+150 MMcf/Day) and Hancock (+175 MMcf/Day)

Warren County -$35M 2Q'14 
,

GasGeneration:ExpansionseruingVirginiaPower'snew1,300MWplant(250MMcf/Day)
Phase 1: 4Q '13 ,' .*"Phase 1:4Q'13 -

Virginia LNG Facility -$30M Phases 2 & 3:'14 - "15 ;, .i$ 
r

Facility Upgrade: Multi-phased project over three years to upgrade and maintain seruice to existing ' 
,.

customers. (-120 MMcf/Day) : :/;.. 
r:

West Side Expansion -$2OOM 4Q'14 1

Marcellus: Transport supply to the Gulf Coast and growing Soufheasf Markets (-500 MMcf/Dail^|. l{j! j 
i:;;,.1

East Side Expansion -$275M 3Q '15
Marcellus: Connect nodhern Marcellus supp/ies to Noftheast and Mid-Atlantic Markets (-315
MMcf/Day)

-$40M
Gifes County (CPG $25M - CGV $15M) 4Q'14
Gas Conversion: Pipeline extension to serve coal-to-natural gas boiler conversion (-45*

*

W

-$90M (Nl: $45M)

Gameron Access Project -$310M

4Q',14

3Q',17
Transport supp/ies from numerous basrns into Cameron's tNG facility via a new pipdtti$
additional compression. (-800 MMcf/Day)

Utica Access Project -$50M 4Q'16
Greenfield pipeline to transport growing supply onto existing Columbia Gas /rne. (-200 MMcf/Day)

10j Rayne / Leach XPress TBD 4Q'17
@ Marcellus / Utica: Facititates transpoftation of Marcellus and lJtica production to markets on

Columbia Gas (Leach = -1.5 Bcf/Day) and Columbia Gulf (Rayne = -800 MMcf/Day).

1lj Kentucky Power Project -$25M 2Q '16* 
Gas Conversion: Expansion project to serve gas-fired power plant in Kentucky (-70MMcf/Day).

UWB XPress TBD 4Q'18
- Marcellus: Expansion to provide supp/y access to markets on Columbia Gas easf towards Loudoun

and west towards Leach (-1 .3 Bcf/Day).

Columbia Gas Modernization $300M/Yr 2013 -2017
FERC approved (1/2013) - 5 Year settlement agreement (with potential
extension provisions) to execute a comprehensive, balanced and
transparent pipeline modernization program. The program was approved
and initiated in 2013...first year tracker recovery started February 2014.

"' 
'i;ti1\

a

Line 1570 -$20M
Marcellus: lncreased takeaway capacity (-100 MMcf/Day).

W
*

J
G

Complete

ln Execution

In Development

In Evaluation

13



CPG Midstream & Minerals Growth Update

-$85M
ln-Service

3Q'10
Marcellus: Gafhers wet gas to processing facility and provides downstream pipeline
market access with additional pipeline and compressron assefs (325 MMct/Day)

Utica: -45 miles of Pipeline (500 MMcf/Day) and an NGL processing facility (200
MMcf/Day); Pipelines and NGL processing facility complete.

Pennant JV -
NGL Pipeline -$60M (Nl = -$30M) 3Q',14
Utica: Pipeline development to transpott NGLs from the Hickory Bend processing
facility to Kensington. Capacity of the gas liquids pipeline is expected to be up to -90K
banels a day.

Washington County
Gathering -$120M 2H',15
Marcellus: Greenfield gathering sysfer?? in Washington County, PA to gather wellhead
production.

NMS Interconnects -$10M 4Q',14
Marcellus: lnterconnects along the Big Pine Gathering Sysfem to transport new
supplies.

\# Big Pine Expansion TBD 2Q'15
Marcellus: A nine mile, 20 inch lateral to Bluestone Processing Plant and incremental
compression on Big Pine (-175 MMcf/Day).

GAS-ROR-OO6
Attachment C
Page 14 ol 17

Majorsville

Big Pine Gathering -$165M

Pennant JV -
Hickory Bend
Gathering/Processing -$320M (Nl = -$160M)

Marcellus: -60 Miles of Pipeline with multiple interstate connections (425 MMct/Day)

In-Service
2Q',13

ln-Service
4Q',13

TBD

Executing Drilling
Program

Pennant JV -
Phase ll -$300M (Nl = -$150M)

Utica: Joint development with Hilcorp to extract value from a combined
acreage of mineral rights - drilling started in 2013. Production volumes
dedicated to Pennant JV-Hickory Bend

Under Evaluation
Utica: Optimize minerals position in shale region to leverage downstream
i nf ra stru ct u re o p p ort u n iti e s

Utica Minerals
Arrangement

Potential M inerals Opportunities
Utica: Gathering systern extension and additional processing facilities.
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E lectri c Operati ons I nfrastructu re I nvestment U pdtrit'69

ln'Service
YE'13

ffi

*

@

U14 FGD -$250M
ECRM (Environmental Cost Recovery Mechanism - 100% Tracked) FGD (Flue
Gas Desulfurization) facility at Schahfer Generating Sfatlon

U15 FGD -S25OM YE'14
ECRM (100% Tracked) FGD facility at Schahfer Generating Station

U12 FGD -$250M YE'15
ECRM (100% Tracked) FGD facility at Michigan City Generating Station

Environmental: SB 251 (80% Tracked / 20%o Defened) projects upgrading ash
handling and disposal at all coal plants

7-Year Investment Approved /
-$1.18 lmplemented: 2014

Modernization: SB 560 (80% Tracked / 20%o Defenedl N/PSCO is implementing year 1

of its 7-year, -$1 .18 electric infrastructure replacement plan. The plan was approved
by the IURC on February 17, 2014 and requires N/PSCO to file a rate case within
seven years.

Reynolds-Topeka $250M - $300M 2H2018
MISO MVP: FERC approved 345-kV transmission project from Reynolds
Substation to Hiple Subsfation (100 miles) - route determination complete. . .right-
of-way acquisition and permifting activities continue.

NOx Upgrades -$50M
ECRM (100%Tracked) NOx upgrades and monitoring

YE'15

TBD$100M - $300M

$300M - 400M
Greentown-Reynolds (Nl: $'150M - $200M) 2H2018
MISO MVP - partnership: FERC approved 765-kV fransmission project from
Reynolds Subsfaflon to Greentown Substation (-70 miles) - route determination
complete...rightof way acquisition to begin soon.

15

W
*

#
w

Complete

ln Execution

In Development

In Evaluation

$ "ott

Coal Ash
lmprovements

NIPSCO Electric Distribution &
Transm ission Modernization

-$6OM YE'13NE'14NE'15
ECRM (100%Tracked) projects enhancing mercury and padiculate controls at all
coal plants

Water Treatment $25M - $130M YE'17NE'18
Environmental: SB 251 (80% Tracked / 20%o Defened) prqects enhancing
wastewater treatment at all coal plants and water intake modifications at Bailly
Station



NGD Infrastructure Investment Update
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Columbia Gas of Ohio $150M - $200M 20+
Tracked: Execution of established I nfrastructure Replacement Program;
with S-year program renewal (next renewal 2018)

Columbia Gas of
Pennsylvania $100M - $150M
Rate Case/Tracked: Execution of established lnfrastructure Replacement "' 

:

Columbia Gas of
Virginia $20M - $35M 20+ Years
Tracked: Execution of established lnfrastructure Replacement Program: annual trackerfilings
with 5-year program renewal (next renewal 2017)

Columbia Gas of
Kentucky $10M - $15M 20+ Years
Tracked: Execution of established lnfrastructure Replacement Program with annual tracker
filings

Golumbia Gas of
Maryland $5M - $10M 20+ Years
Rate CaselTracked: Execution of established lnfrastructure Replacement Program; rate case
filings with make whole filings for up to three subsequent years

NIPSGO - Gas $50M - $115M 7 Years
Modernization; SB 560 (80% Tracked / 20%o Defened). The N/PSCO Gas 7-year, -$700M
gas infrastructure replacement plan also contains plans to expand natural gas service into
rural areas of lndiana. The plan was approved by the IURC on April 30, 2014.

NIPSCO - Gas
N/PSCOb -$700M gas infrastructure replacement plan.

Columbia Gas of Virginia -
Rate Case

Columbia Gas of Pennsylvania -
Rate Case

Seven-Year -$700M
Investment Plan

Requested
lncrease: $25M

Requested
Increase: $54M

Effective: April '14

Filed: 2Q'14
Effective: 3Q'14

Filed: 1Q'14
Effective:4Q'14

F.iling suppotis CGV's capital investmenfs associafed with a multi-year gas distribution
modernization program.

Filing supports CPA's capital investments to enhance pipeline safety initiatives and
customer programs. This is the second filing under Act 11, using a forward test-year
that extends to 1/31/2015.

Columbia Gas of Massachusetts -
Infrastructure Filing TBD TBD
CMA plans to file an infrastructure plan under the provision of House Bill 4164 by
October 31 , 2014 with an anticipated effective date of May 1 , 201 5.

utilizes forward test year rate case filings supp

Columbia Gas of
Massachusetts $25M - $50M
Tracked : Execution of established I nfrastructu
filings, program approved in 2009 and expande

t#
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Key Path Forward
Markers

LT Debt Planred lssuances: (Term: TBD)

LT Debt Maturities:
$500M (7/2014) / $230M (1 1/2015)

Columbia Gas of PA - Rate Case
(Filed / Effective)

Columbia Gas of VA - Rate Case
(Filed / Effective)

NIPSCO Gas - Infrastructure Replacement - SB 560
(Approval ot7-Year Plan / lmplementation)

lnftastructure Replacement Programs
(-$350-$,150M Per Year)

NIPSCO - FGD's: U14, U15, U12
(U14 Completed - 2013 I U15ln-Service / U12 In-Service )

MISO Approved Transmission Projects
(PlannirE & Construction / In-Service 2018)

Millennium Pipeline - Expanded Compression
(Minisink Completed - 2013 / Harrock In-Service)

Columbia Gas Modernization
(2013 Tracker lmplementation / Execution)

Virginia LNG Facility Upgrade
(Phase 1: Completed 2013 / Phase 2 & Phase 3: lrrService)

Line 1 570
(FERC Approval / In-Service)

Utica Access Project
(FERC Approval 1Q 2016 / In-Service 40 2016 )
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Forward-Loo ki n g Statements
GAS-ROR-OO6

Attachment D
Page 2 ot 17

This presentation contains forwardlooking statements within the meaning of federal securities laws. These forward-
looking statemenls are subject to various risks and uncertainties. Examples of forwardiooking statements in this
presentation include statements and expectations regarding future dividends, operating earnings growth, EBITDA grolvth,
eamings per share growth, capital investments, net investmenurate base growth, financing needs and plans, investment
opportunities and the planned separation of our natural gas pipeline and related businesses. Factors that could cause
actual results to differ materially from the projections, forecasts, estimates and expectations discussed in these
presentations include, among other things, the timing to consummate the transactions described herein; the risk that a
condition to consummation is not satisfied; disruption to operations as a result ofthe proposed transactions; the inability
of one or more of the businesses to operate independently following the completion of the proposed transactions;
weather; fluctuations in supply and demand for energy commodities; groMh opportunities for Nisource's businesses;
increased competition in deregulated energy markets; the success of regulatory and commercial initiatives; dealings with
third parties overwhom Nisource has no control; actual operating experience of Nisource's assets; the regulatory
process; regulatory and legislative changes; changes in general economic, capital and commodity market conditions; and
counter-party credit risk, and the matters described in the "Risk Factors" section ofthe Form S-1 filed by Columbia
Pipeline Partners LP and the matters described in the "Risk Factors" section in Nisource's 2013 Form 10-K, and
subsequent NiSource filings on Form 10-Q, many of which are beyond the control of Nisource. Readers are cautioned
not to place undue reliance on these forwardlooking statements, which speak only as of the date of this presentiation.
Nisource expressly disclaims any duty to update any ofthe forward-looking statements contained in these presentations.

The planned separation of our natural gas pipeline and related businesses is subiect to the satisfaction of a number of
conditions, including the final approval of Nisource's Board of Directors. There is no assurance that such a separation
will in fact occur.

With regard to Net Operating Earnings Guidance for 2014 - it should be noted that there will likely be differences between
net operating earnings and GAAP earnings for matters including, but not limited to, weather, and other factors. NiSource is
not able to estimate the impact of such items on GAAP earnings and, as such, is not providing eamings guidance on a
GAAP basis.



Key Takeaways - Third Quarter 2A14
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. Financial results on plan for quarter and on track to deliver at the upper half of
2014 guidance range of $1.61 to $1.71 per share

- Year-to-date earnings per share: $1.21*

Record $2.2 billion 2014 capital investment program on track

NiSource/Columbia Pipeline Group separation on track

Expected tax-free and value creating with no adverse impact on
ongoing operations

Both companies expected to have investment-grade credit ratings

Separation expected to be completed in mid-2015

. Columbia Pipeline Partners LP registration statement filed on Sept.29

* Net Operoting Eornings from Continuing Operotions (non-GMP| For a reconciliation to GM| see Schedule 7 of the Compony's Oct. 30, 2074 Earnings Release



Third Quarter 2014 Financial Highlights
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Q3 2014. Q3 2013. Ghange.

Net Operating Earnings
from Continuing Operations ($nn1

$45.5 $57.1 ($11 6)

Net Operating Earnings Per Share $0.14 $0.1 8 ($o.o+1

Operating Earnings ($M) $180.3 $183.7 ($3.+1

Q3 2014. Q3 2013. Change"

Income from Continuing Operations ($n/l) $31.5 $4e.5 ($18.0)

Earnings Per Share $0.1 0 $0.1 6 ($o.oo1

Operating Income ($M) $157.8 $176.4 ($18 6)

* 4,, rcsutts listed in millions, except for EPS;
*' For a reconciliation to GAAP, see Schedu/e 1 of the Company's Oct. 30, 2014 Earnings Re/ease



Third Quarter 2014 Financing Highlights
GAS.ROR-OO6
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Continued strong liquidity position of -$900M as of Sept. 30 ,2014

-760/0 of infrastructure investments focused on revenue-generating
opportunities

. Total debt to capitalization -620/o as of Sept. 30, 2014

. Balanced, transparent approach to funding capital requirements

. Commitment to investment-grade credit, sustainable earnings growth,
strong liquidity and a growing dividend

Moody's Baa2 lP2 | S&P BBB- /A3 | Fitch BBB- /F3



Golumbia Pipeline Group - Third Quarter 2014
GAS-ROR-OO6
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. Operating Earnings $94.4M in Q3 2014 vs. $98.7M in Q3 2013'

. -$330M modernization cost-recovery filing planned for 2014 investments

. West Side Expansion, Giles County projects placed in service on time and on budget this October

. Encouraging interest for Mountaineer XPress project

. 2014 Capital investment: -$830M

Looking Ahead:
Project

Leach XPress & Rayne XPress
Projects

Key Components

. Major new pathway for Marcellus and Utica Shale production
with new facilities in Ohio and West Virginia

. -1.5 billion cubic feet per day on Columbia Transmission

. -1 billion cubic feet per day on Columbia Gulf

. -$1.75B investment

Status

. Projected in service Q42017

WBXPress Project . Access to East Coast markets, including Cove Point LNG
export terminal

. -1.3 billion cubic feet per day

. -$870M investment

Expected to clear remaining conditions
during Q4 2014
Projected in service Q4 2018

Big Pine Expansion Project Additional gathering and compression facilities connected to
Big Pine Gathering System
Up to 175 million cubic feet per day
-$65M investment

. Projected in service Q3 2015

Washington County Gathering
Project

. Additional gathering and compression facilities

. Long-term gathering agreements in place

. -$120M investment

. Projected in service by YE 2015, with
additional expansion as production
Increases

Other In-Progress Growth and
Modernization Projects

. Expanding mix of new and ongoing investments to support
continued system reliability and shale production

. Complete details available in Appendix on
slides 13-14

' 
^lon4AAP. 

Fu a b@ncitiadon b GAAP, @e sdgcl-de 2 d rhe ConPaNs Od. jO 2011E*ti.tss R6lea'6



Efectric Operations - Third Quarter 2014
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. Operating Earnings $90.2M in Q3 2014 vs. $90.5M in Q3 2013.. FGD on Schahfer Unit 15 to be placed in service by the end of 2014. Right of way acquisition in progress for both electric transmission projects

. 2014 Capital investment: -$425M

Looking Ahead:
Highlight Key Components

Electric System Modernization . Seven-year, -$1.1B investment focused on replacing poles,
Program transformers and other related equipment

Status

. Filing approved by IURC on Feb. 17,2014

. Investments in progress

Electric Generating Plant
Environmental I nvestments

-$850M in total environmental investments

Schahfer Flue Gas Desulfurization (FGD) investments: Units
14&15
Michigan City FGD: Unit 12

Enhanced mercury and particulate controls (MATS)

. Schahfer Unit 14 in service

. Schahfer Unit 15 in service by YE 2014

. Michigan City Unit 12 on plan

Electric Transmission System
Enhancement - Reynolds to
Topeka Project

1 00-mile, 345-kV transmission project

$250M-$300M investment

Projected in-service latter part of 2018

Final route selected

Right of way acquisition in progress

Stakeholder outreach continues

Electric Transmission System
Enhancement - Reynolds to
Greentown (Joint Project)

-70-mile, 765-kV transmission project

$300M-$400M investment (NIPSCO portion $1 50M-$200M)
Projected in-service latter part of 2018

Final route selected

Right of way acquisition in progress

Stakeholder outreach continues

Long-term I nfrastructure
Investments

. -$10B expected long-term program, including system
modernization, environmental upgrades and transmission
projects

. Complete program update outlined in
Appendix on slide 15

' Non-GAAP. For a reconciliation to GAAP, see Schedu/e 2 of the Company's Oct.30,2074 Eamings Re/ease



NiSource Gas Distribution - Third Quarter 2014
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. Operating Earnings $1.0M in Q3 2014 vs. loss of ($0.5M) in Q3 2013.

. Virginia's industrial customer expansion ready for service

. NIPSCO Gas modernization seven-year investment now targeted at -$860M. 2014 Capital investment: -$825M

Looking Ahead

Highlight

Columbia Gas of Massachusetts
Priority Pipe Replacement Plan

Key Components

. Recovery of planned 2015 investments targeted to begin on
May 1 ,2015. Legislation authorizing accelerated recovery of infrastructure
modernization investments took effect on June 26

Status

. 2015 plan to be filed with the PUC on
Oct.31 .2014

Columbia Gas of Pennsylvania
Base Rate Case

. Seftlement proposed revenue increase of -$33M. Supports continuation of robust infrastructure modernization
plans

. Settlement filed Sept. 5

. Decision expected by YE 2014

Columbia Gas of Virginia
Base Rate Case

. Filed April 30, 2014

. Requested revenue increase of $25M. Supports multi-year system modernization program, grovuth

and safety investments

. A decision is expected in Q1 2015

NIPSCO Natural Gas System
Modernization Program

Seven-year plan focused on system modernization and
system extensions to rural customers

-$860M investment, up from the initial $710M approved

Originalfiling approved by IURC on
April 30, 2014

Investments initiated

lnfrastructure
Modernization lnvestments

. -$20B+ expected long-term program across service territory . Complete program update outlined in
Appendix on slide 16

' llon4AAP Fot . tu@ndi'li@ lo GAAP, Se Ache.tub 2 ol lhe Conpmy s M. 30 2074 Edtlltl@ Ral6e
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Appendix
Thind Quarter 2014 fiarnings

October 30" 2014,
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$2,200

2014

m Gas Distribution m Electric x Pipeline Group xr Gorporate
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Capitalization ($M)
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Debt Equity Total Debt Equity Total

i Long-Term Debt $ 8,397.4 $ $ 8,397.4 $ 7,593.2 $ $ 7,593.2

Short-Term Debt 1,105.3 1,105.3 433.6 I +gg.o

Sale of A/R 205.8 205.8 265.1 265.1

Current Portion of
Long-Term Debt

18.7 18.7 542.1 - : 542j

Common Equity 6,007.3 6,007.3 5.886.6 5,886.6

Total Gapitalization
Per Balance Sheet $ 9,727.2 $ 6,007.3 $15,734.5 $ 8,834.0 $ 5,886.6 $14,720.6

r % of Capitalization
Per Balance Sheet 61.8% 38.2% 100.0% 60.0% 40.0% : 100.0%

11



Gurrent Liquidity ($M)
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September 2018
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CPG Regulated Pipellne & Storage Growth daffiL?hi'S
13 of 17

Proiect

Millennium

CapEx

-$90M (Nl: $45M)

ln-Service

2Q'13 & lQ '14

4Q',16

Marcellus: Deliver Marcel/us supp/les to multiple markets with expanded compression at Minisink
(+150 MMcf/Day) and Hancock (+175 MMcf/Day)

-$35M 2Q',14
Gas Generation: Expansion serving Virginia Power's new 1,300 MW plant (250 MMct/Day)

pChesapeake LNG -$35M Three Phases: 2013 - 2015
Facility Upgrade: Multi-phased project over three years to upgrade and maintain seruice to existing
cusfomers. (-1 20 MMcf/Day)

$,."s

West Side Expansion

w
*

*

e
%

*

&
Columbia Gas Modernization $300M1/r 2013-2017
FERC approved (1/2013) - 5 Year settlement agreement (with potential
extension provisions) to execute a comprehensive, balanced and
transparent pipeline modemization program. The program was approved
and initiated in 2013. . .first year tracker recovery started February 2014.

Warren County

-$200M 4Q.'14
Marcellus: Transport supply to the Gulf Coast and growing Soufheasf Markets (-500 MMct/DAy).

East Side Expansion -$275M 3Q'15
Marcellus: Connect northern Marcellus supp/ies to Northeast and Mid-Atlantic Markets
(-315 MMcf/Day)

Cameron Access Project -$310M
Transport supplies from numerous basrns into Cameron's LNG facility via a new pipeline
additional compression. (-800 M Mcf/Day).

Utica Access Project -$50M
Greenfield pipeline to transport growing supply onto existing Columbia Gas line. (-200 MMcf/Day)

-$1.758
Rayne / Leach XPress (Rayne $330M - Leach 91.4B) 4Q',17
Marcellus / Utica: Facilitates transportation of Marcellus and Utica production to markets on
Columbia Gas (Leach = -1 .5 Bcf/Day) and Columbia Gulf (Rayne = -1.0 Bcf/Day).

AEP Big Sandy -$25M 2Q'16
Gas Converslon: Expansion project to serve gas-fired power plant in Kentucky (-70MMcf/Day).

WB XPress -$870M 4Q'18
Marcellus / Utica: lncremental transport capacity to move growing production to various markets
across CPG's footpint (-1 .3 Bc/Day).

13; Mountaineer XPress TBD TBD
@ Marcellus / tJtica: lncremental capacity from Nobte County, OH via Leach Xpress header

(-750MMcf/Day to -2.5 Bcf/Day).

Complete

ln Execution

In Development

13



GPG Midstream & Minerals Growth Update

Proiect

Majorsville

Pennant JV -
NGL Pipeline

21j Appalachia G&P -$500M''* 
Marceltus / tJtica: Gathering systerns and processing facitities.

Marcellus: Gathers wet gas to processing facility and provides downstream pipeline
market access with additional pipeline and compresslon assels (-325 MMcf/Day)

Big Pine Gathering -$165M 2Q',13
Marcellus: -60 Miles of Pipeline with multiple interstate connections (-425 MMcf/Day)

Pennant JV -
Hickory Bend
Gathering/Processing -$330M (Nl = -$165M) 4Q'13 & 2Q',14

Utica: -45 miles of Pipeline (500 MMcf/Day) and an NGL processing facility (200
MMcf/Day); Pipelines and NGL processing facility complete.

GAS-ROR-O06
Attachment D
Page 14 of 17

Utica: Pipeline development to transport NGLs from the Hickory Bend processing
facility to Kensington. Capacity of the gas liquids pipeline is expected to be up to -90K
banels a day.

Washington Gounty
Gathering -s't20M Two Phases: 2015 -2018
Marcellus: Greenfield gathering systern in Washington County, PA to gather wellhead
production.

NMS lnterconnects -$10M 4Q',14
Marcellus: lnterconnects along the Big Pine Gathering Sysfem to transpoft new
supp/ies.

Big Pine Expansion -$65M 3Q'15
Marcellus: A nine mile, 20 inch lateral to Bluestone Processrng Plant and incremental
compression on Big Pine (-175 MMct/Day).

-$60M (Nl = -$30M)

-$500M (Nl = -$250M)

4Q.'14

2015 - 20't8

Utica Minerals
Arrangement

Executing Drilling
Program

,n Pennant JV --1J Phase lt

Utica: Joint development with Hilcorp to extract value from a combined
acreage of mineral rights - drilling stafted in 2013. Production volumes
dedicated to Pennant JV-Hickory Bend

Potential M inerals Opportunities Under Evaluation
Utica: Optimize minerals position in shale region to leverage downstream
i nf ra structure oppoft un itie s

Utica: Gathering system expansion and additional processing facilities.

2016 - 2018

14



Electric Operations Infrastructure Investment Upffltd?

Proiect

U14 FGD

Coal Ash
lmprovements

NIPSCO Electric Distribution &
Transmission Modernization

GAS-ROR-OO6

ECRM (Environmental Cost Recovery Mechanism - 100% Tracked) FGD (Flue
Gas Desulfurization) facility at Schahfer Generating Station

U15 FGD -S25OM YE'14
ECRM (100% Tracked) FGD facility at Schahfer Generating Station

Ul2 FGD -$250M YE'15
ECRM (100% Tracked) FGD facility at Michigan City Generating Station

GapEx

-$250M

$100M - $300M

YE'15

@

Q

&

&

NOx Upgrades -$50M
ECRM (100%Tracked) NOx upgrades and monitoring

MATS -$60M YE'13/YE'14/YE'15
ECRM (100%Tracked) projects enhancing mercury and pafticulate controls at all
coal plants

Water Treatment $2sM - $130M YE'18/YE'1 g/YE'20

Environmental: SB 251 (80% Tracked / 20%o Defened) projects enhancing
wastewater treatment at all coal plants and water intake modifications at Bailly
Station

Environmental: SB 251 (80% Tracked / 20%o Defened) projects upgrading ash
handling and disposal at all coal plan

7-Year Investment Approved /
-$1.18 lmplemented:2014

Modernization; SB 560 (80% Tracked / 20%o Deferred) N/PSCO is implementing year 1

of its 7-year, -$1 .18 electric infrastructure replacement plan. The plan was approved
by the IURC in February 2014 and requires NIPSCO to file a rate case within seven
years. ln August 2014, NIPSCO filed its first semi-annual tracker as required by SB
560, reaffirming its commitment to the $1 .18 capital investment level.

Reynolds-Topeka $250M - $300M 2H2018
MISO MVP: FERC approved 345-kV transmlssion project from Reynolds
Subsfaflon to Hiple Subsfaflon (100 miles) - route determination complete . . .right-
of-way acquisition and permifting activities continue.

$300M - $400M
Greentown-Reynolds (Nl: $150M - $200M) 2H 2018
MISO MVP - partnership: FERC approved 765-kV transmission project from
Reynolds Subsfafrbn to Greentown Subsfafibn (-70 miles) - route determination
complete.. .rightof way acquisition started.

15

Complete

ln Execution

In Development

ln Evaluation
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Golumbia Gas of Ohio

Annual lnvestment

$175M - $200M
Tracked: Execution of established lnfrastructure Replacement Program;
with S-year program renewal (next renewal 2018)

$125M - $175M
Rate Case / Tracked: Execution of established lnfrastructure
recovery utilizes forward test year rate case filings supplemented by
under Act 1 1

Golumbia Gas of
Massachusetts $40M - $60M
Tracked: Execution of estabtished lnfrastructure Replacement Program; anniil
to be made under the provisions of House Bill 4164

Columbia Gas of

NGD Infrastructure Investment Update

Virginia $20M . $30M 20+ Years
Tracked: Execution of established lnfrastructure Replacement Program; annual tracker filings
with 5-year program renewal (next renewal 2017) Filing supports CGV's capital investments associated with a multi-year gas distribution

modemization program. New rates are in effect (subject to refund).

Columbia Gas of Pennsylvania - Seftled Settlement: 3Q '14
Effective:4Q'14Rate Case Increase: -S33M

Filing supporis CPA's capital investments to enhance pipeline safety initiatives and
customer programs. The filing was settled in September 2014, and if approved, will be
effective in 4Q 2014. Ihis is the second filing under Act 1 1 , using a forward test-year
that extends to 1 2/31/201 5.

Columbia Gas of
Kentucky
Tracked: Execution
filings

Columbia Gas of
Maryland

-$10M 20+ Years
of established lnfrastructure Replacement Program with annual tracker

-$10M

Columbia Gas of Virginia -
Rate Case

NIPSCO Gas -
Modernization

Requested
Increase: $25

Seven-Year Plan
Updated to -$860M

Filed: 2Q'14
Effective: 3Q'14

Filed: 3Q'14
Effective:1Q'15

20+ Years
Rate Case / Tracked: Execution of established lnfrastructure Replacement Program; rate
case filings with make whole filings for up to three subsequent years

*n,rr"o o"" -
Modernization $80M - $120M 7 Years
B0%o Tracked / 20%o Defened (Senafe Bill 560): Ihe N/PSCO Gas 7-year infrastructure
replacement plan also contains provisions to expand natural gas service into rural areas of
lndiana. The plan was approved at -$700M by the IURC in April 2014. ln August 2014,
N/PSCO updated the 7-year plan to -$860M through lt's f,rst semi-annual tracker filing
supporiing additional capital investment opportunities.

Filed: Oct'14
TBD Effective: May'15

CMA plans to file its annual infrastructure replacement plan under the provision ot
House Bill 4164.

t6 I Golumbia Gas of Massachusetts -.J Infl3sfTrrcture Filing

N/PSCO filed it's first semi-annual gas tracker as required by SB 560. The filing
supports additional capital investments related to increased demand for rural expansion.

16



Key Path Forward
Markers
co,''lsPf 

Fl iBE l,"S;,".",
Term Loan lssuance: $750M (3-year)

LT Debt Maturities:
$500M 0/2014) / $230M (1 1/2ol s)

Columbia Gas of PA - Rate Case
(Filed / Settled / Efiective)

Columbia Gas of VA - Rate Case
(Filed / Effective)

NIPSCO Gas - Infrastructure ReDlacement - SB 560
(Approval of 7-Year Plan / Tracker Filing / lmplementation)

Infrastructure Replacement Programs
(-$350-$450M Per Year)

NIPSCO - FGD's: U14. U15. U12
(U 1 4 Compf eted - 2013 I U I 5 In-Service i U1 2 In-Service )

Infrastructure Replacement Program - SB 560
(Approval of 7-Year Plan /Tracker Filing / lmplementation)

MISO Approved Transmission Projects
(Planning & Construction / In-Service 2018)

Columbia Gas Modernization
Clracker f mplementation: 20'13 I 2014\

West Side Exoansion
(ln-Service )

Chesapeake LNG Facility Upgrade
(Phase 1: Completed 2013 / Phase 2 & Phase 3: In-Service)

Line 1570
(FERC Approval / In-Service)
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Forward Looking Statements

This presentation contains foMard-looking statements within the meaning of federal securities laws. These forwardlooking statements
are subject to various risks and uncertainties. Examples of forward-looking statements in this presentation include statements and
expectations regarding tuture dividends, operating eamings groMh, EBITDA groMh, eamings per share groMh, capital investnents, net
investmenurate base gronrth, financing needs and plans, and investment opportuniues. Factors that could cause aclual results to differ
materially ftom the projections, forecasb, estimates and expectations discussed in lhese presentalions include, among other things, the
timing to consummate the transactions described herein; the risk that a condition to consummation is not satisfied; disruption to
operations as a result of the proposed transaclions; the inability of one or more of the businesses to operate independently following the
completion of the proposed transactions;weather; fluctuations in supply and demand for energy commodities; groMh opportunities for
Nisource's businesses; increased competition in deregulated energy markets; the success of regulatory and commercial initiatives;
dealings with third parties over whom Nisource has no control; actual operating experience of Nisource's assets; the regulatory process;
regulatory and legislalive changes; changes in general economic, capital and commodity market conditions; and counter-party credit risk,
and the matters described in the'Risk Factors" section of the Form S-1 filed by Columbia Pipeline Partners LP and the maters described
in the "Risk Factors" section in Nisource's 2013 Form 10-K, and subsequent Nisource filings on Form lGQ, many of which are beyond
the confol of Nisource. Readers are cautioned not to place undue reliance on these foMardlooking statements, which speak only as of
the date ofthis presentation. Future earnings and other financial projections are illustrative only and do not constitute guidance by the
Company. Nisource expressly disclaims a duty to update any of the foMardlooking statements contained in these presentralions.

The potential distribution of CPG shares is subject to the satisfaction of a number of conditions, including the final approval of Nisource's
Board of Direc{ors. There is no assurance that such distribution will in fact occur.
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Speaker Bios

Bob Skaggs
President &
Chief Executive Officer
Bob is President and Chief
Executive Officer of NiSource lnc.
He is responsible for the strategic
direction of the company, as well
as for overseeing its day-to-day
operations. Bob was named
President in October 2004 and
added the CEO responsibilities
effective July 2005.

He earned a bachelor's degree in
economics from Davidson College,
a law degree from West Virginia
University and a master's degree
in business administration from
Tulane University.

Steve Smith
Executive VP &
Chi ef F i n a nci al Offi cer
Steve is Executive Vice President
and Chief Financial Officer of
NiSource Inc. He is responsible for
the company's corporate finance
functions, information technology,
supply chain services, and real
estate and facilities management.

He eamed a bachelois degree in
petroleum engineering from the
Colorado School of Mines and a
master's degree in business
administration from the University
of Chicago Graduate School of
Business.

Joe Hamrock
Executive VP & Group CEO,
NiSource G as Distribution
Joe oversees NiSource's gas
distribution companies in Kentucky,
Maryland, Massachusetts, Ohio,
Pennsylvania and Virginia. He joined
NiSource in May 2012.

He eamed a bachelor's degree in
electrical engineering f rom
Youngstown State University and a
master's degree in business
administration from the
Massachusetts lnstitute of
Technology in Cambridge, where he
was a Sloan fellow.

Jim Stanley
Executive VP & Group CEO,
N/PSCO
Jim oversees NiSource's Indiana
gas and electric utility, including all
regulatory, operations and project
management. He joined NiSource
in October 2012.

He earned his bachelor's degree
in accounting from Ball State
University.



Speaker Bios

Glen Kettering
Executive VP & Group CEO,
Col u mbi a Pipel ine Grou p
Glen oversees all regulatory,
commercial, operations and capital
investment programs at Columbia
Pipeline Group.

He earned a bachelor's degree in
business administration from West
Virginia University and a law
degree from the West Virginia
University College of Law

Stan Ghapman lll
Chief Commercial Offi cer,
Columbia Pipeline Group
Stan is responsible for all of
Columbia Pipeline Group's regulated
commercial operations, which
includes marketing, business
development, gas control, customer
service, rates and regulatory affairs.

He earned a bachelor's degree in
economics from Texas A&M
University and a master's degree in
business administration from the
University of St. Thomas.

Brett Stovern
Chief Operating Officer,
Midstream Services
Brett is responsible for all
Columbia Pipeline Group's
midstream and minerals activities.
Prior to his role, he served as Chief
Financial Officer for Columbia
Pipeline Group.

He earned his bachelor's degree in

accounting from California State
Polytechnic University and is a
Certified Public Accountant.

GAS-ROR-OO6
Attachment E
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Shawn Patterson
President, Operations & Project
Delivery, Columbia Pipeline Group
Shawn is responsible for operations,
engineering and project management
across Columbia Pipeline Group. He
also oversees the execution of CPG's
modernization and groMh programs.

He earned a bachelor's degree in civil
engineering from Rose-Hulman
Institute of Technology and a master's
degree in business administration from
University of Notre Dame.
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Today's Agenda

NiSource Investor Day 2014

8:00 - 8:30 AM

8:30 - 9:30 AM

9:30 - 9:45 AM

9:45 - 10:30 AM

10:30 - 11:30 AM

11:30 AM - 12:00 PM

12=OO - 12:30 PM

'12:30 - 12:35 PM

Registration and Welcome

Separation Overview

Break

NiSource Utility Company

Golumbia Pipeline Group

Financial Profile

Q&A

Closing Remarks

Bob Skaggs, Steve Smith

Jim Stanley, Joe Hamrock

Glen Kettering, CPG Leadership

Steve Smith

Team

Bob Skaggs



qx".;

]I.1



GAS-ROR-O06
Attachment E

PageT of 52Strategic Separation Expected
to Deliver Significant Value

,/ Creates two pure-play, premier energy infrastructure companies

'/ Provides strategic clarity, significant scale, unique assets and customer bases

,/ Permits disciplined execution of two distinct, growth investment strategies

,/ Enhances overall long-term earnings and dividend growth potential.
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Greating Two Premier Energy
I nfrastructu re Com pan ies
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Separation Snapshot

Columbia Gas

Transmission
Columbia Gulf
Transmission

Golumbia Pipeline
Group Operating

Company
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lnfrastructure
Premier Energy
Gompanies

?ure-Play Natural Gas &
WSectric Utilities
Proven operators, focused on
safety, reliability and customer
service

Significant long-term
infrastructu re i nvestment
opportunity expected to sustain
strong earnings and dividend
growth

Constructive regulatory policies
and stakeholder support across
jurisdictions

Expected to maintain investment-
grade credit rating

Columnt{a
Prpehne

Qroup,-,

Pure-Play Pipeline,
Mfiidstream & $torage
Gompany
Significant scale and footprint in
Marcellus/Utica, Midwest, Mid-
Atlantic and Gulf Coast markets

Significant modernization and
organ ic growth opportu nities
expected to support robust
EBITDA and dividend growth

Expected to maintain investment-
grade credit rating

MLP expected to provide access to
capital to fund CapEx needs

10
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Page 11 of52Two Premier Pure-Play Gompanies
With Significant Scale

prpekne
firoup.",

-4M Gas/Electric Distdbution Gustomers LDCs, Producers, Marketers, Electric
Generators and Other Large End Users

-58K Miles Distribution Pipe
3,300 MW Generation

-2,800 Circuit Miles Transmission

-15K Miles of Transmission
-1.3 Tcf of Throughput Per Year

35 Storage Fields, -300 Bcf Working
Capacity

Operations

-$7 .4B; Expected to Grow on
Average by -8% per year

Rate Base*/Net
Investment Growth

-$4B; Expected to Grow
to -$1 2.58+ by 2020

-$308 Over
20+ Years

lnvestrnent
Opportunity

$12-158 Over
Next 10 Years

7 States Footprint
Marcellus, Utica;

Midwest, Mid-Atlantic
and Gulf Coast Markets

11

*As of 12131/2013
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Significant Growth Potential

Pure-Play Natural Gas & Electric
Utilities Company

Strategic Focus
& Clarity

Pure-play Pipeline, Midstream &
Storage Company

Utility System Modernization &
Organic Growth

(-$SOg Over 20+ Years;
-7 5% Revenue-Produci ng )

Pipeline/Midstream Growth &
Modernization

($12-158 Over Next 10 Years;
-90% Fixed Fee)

Long-Term
Investment
Opportunity

-$7.4B; Expected to Grow on
Average by -8% Per Year

Rate Base*/Net
Investment Growth

-$+a; Expected
to Grow to -$1 2.58 by 2020

Expected Net Earnings Growth
4-6% Per Year Long-Term Growth Expected EBITDA Growth

Driven By Net Investment Growth

Expected to Average
4-60/o Per Year

Long-Term Dividend
Growth

Expected to be Driven By
Net lnvestment Growth

to Maintain Investment-Grade
Rating with Strong Liquidity

13

*As of 1213112Aa3



Significant lnventory of Projected
Growth & Modernization Projects

-$308 of expected Infrastructure
investment opportunities over next
20+ years should provide visible organic
growth

r Generation !nvestment
(-$t.za1

r Electric Transm ission
Investment (-$1.0e)

m Electric Environmental
Investment (-$0.S41

r Electric System
Modernization (-$6.8B)

r Gas System
Modernization (-$20B)

NiSource Utilities
Investment Inventory

GAS-ROR-OO6
Attachment E
Page 14 of 52

$12-1 58 of expected infrastructure
investment opportunities over next 10 years
should provide sustainable groMh

r Midstream (Gathering &
Processing) Projects
(-$ze1

r FERC-Regulated
Transmission Expansion
(-$z-se1

r Pipeline Modernization
(-$3-4B)

CPG
Investment Inventory

14
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Page 15 of52Establishing Golumbia
Pipeline Group (CPG)

Columbia Pipeline Partners (NYSE: GPPL)
. Forming MLP

. MLP will be primary funding source for CPG groMh capital

. Expected IPO during 1Q 2015

Debt Recapitalization (-$3B)
. Nisource Utility Company plans to reduce its net debt prior to separation

. CPG plans to fund a one-time cash distribution to NiSource by issuing its own
long-term debt

. Nisource Utility Company debt financing will remain at NiSource Finance Corp.

Anticipated Tax-Free Separation for NiSource and Shareholders
. Nisource shareholders would receive a pro-rata dividend of shares of CPG

(NYSE: COLP)

. Dividend expected to be maintained in total at separation and grow thereafter

15
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Transparent Approach
to Future CPG Funding

-1OO% of CPG assets and growth
projects will reside in CPG Op Co

MLP will hold -15% initial interest
in CPG Op Co

General Partner will be 100%
owned by CPG

lnvestment-grade credit rating
expected at CPG

16



Separation Timeline

MLP

. S-1 Filed

, 
,:, Anticipated IPO

Debt Recapitalization
. Nisource Debt Reduction

(Term Loans, Short-Term Debt, Tender Offer)

. Columbia Pipeline Group Debt lssuance

Separation (Expected Mid-201 5)

Form 10 Filing/Path to Separation

. Expected tax-free dividend of CPG
shares to Nl shareholders

GAS-ROR-OO6
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I nfrastructu re Companies

18
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Natural Gas & Electric Utilities

,/ Industry-leading regulated natural gas and electric utilities company

,/ Expected to maintain investment-grade credit rating

,/ -$308 infrastructure investment inventory - driving earnings and dividend grovrrth

,/ -75o/o of GapEx expected to be revenue-producing

,i./ Gomplementary customer programs, rate structures and tracker mechanisms
established in all jurisdictions

,/ Proven performance in providing safe, reliable, affordable service

zv
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Page21 of52NiSource: I 00% Regulated
Natural Gas & Electrlc Utilities

. Indiana Natural Gas
Distribution

. Indiana Electric Generation,
Transmission & Distribution

C,olum Gas*
Gas Distribution Gompanies

. Kentucky

. Maryland

. Massachusetts

. Ohio

. Pennsylvania

. Virginia

Large Scale Footprint
Across 7 States

-3.5M Gas LDC
Customers

-500K Electric
Customers

Strong Performance and
Execution Track Record

Extensive System
Modernization and
Organic Growth
Inventory

Gonstructive Regulatory
Environments

Strong Customer Service

21



NiSource Natural Gas & Electric Utilities:
Significant Size and Scale

Fully Integrated Electric Utility in
lndiana
. -500,000 Customers
. 3,300 MW of Environmentally

Compliant Generation
o Flala Flaca -S? OR

-800,000 Gustomers
-17,000 Miles of Pipe
Fair Value Rate Base -$800M

-140,000 Customers
-2,600 Miles of Pipe
Rate Base -$200M

-1.4 Million Customers
-20,000 Miles of Pipe
Rate Base -$1.4B

,0-0j ustomers
$ of PipeM
-$500M

GAS-ROR-O06
Attachment E
Page 22 o'f 52

-300,000 Customers
-4,800 Miles of Pipe
Rate Base -$500M

-400,000 Customers
. -7,400 Miles of Pipe
. Rate Base -$950M

mentary to PA Operations
lob'b"customers

-750 Miles of Pipe
Rate Base -$60M

Compliant Generation
Rate Base -$3.08

22

nRale Base as of 1213112A13



Nisource Natural Gas & Electric Utilities:
Strong Execution Track Record
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./ Substantial, growing rate base, earning allowed returns

,/ Gonstructive environment for modernization investment and timely recovery

./ Industry-leading safety and reliability performance

./ Robust customer programs and solid satisfaction levels

'/ Collaborative, constructive stakeholder relationships

Stabfe and affordable rate design, -75o/o of GapEx expected to be revenue-producing

)2,
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Business

Natural Gas & Electric Utilities:
Profile

Gas Distribution Utilities
. Total Rate Base of

-$4.4B*

. Constructive Regulatory
Environments

. Significant Modernization
Investment Programs

Fully lntegrated Electric Utility
. Total Rate Base of -$3.0B*

. Constructive Regulatory
Environment

. Significant Modernization,
Enhancement and
Environmental I nvestment
Programs

Operating Earnings

24

*Rate Base as of 12/3112013
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Investment-Driven Growth Strategy

-$1 .28
Expected

Annual
Capital

Investment

4-60/0

Expected
EPS &
Dividend
Growth

25
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Attractive
Natural Gas
Regulatory

Utilities:
Construct

LDG
Fixed Rate Design

(o/o of Distribution Gharge)

DecoupliargAAleather

Normalization

Columbia Gas of Ohio 100o/o N/A

Golumbia Gas of Pennsylvania -50o/o d
Columbia Gas of Massachusetts -30% ,/

Golumbia Gas of Virginia -55Yo '/

Columbia Gas of Kentucky -60% ,/

Columbia Gas of Maryland -35o/o ,/

NIPSGO Gas -60%

26
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Industry-Lead i ng Mode rnization Programs
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Golumbia Gas of Pennsylvania $125 - $17s

Columbia Gas of Massachusetts

Columbia Gas of Virginia

Columbia Gas of Kentucky

Columbia Gas of Maryland

zt
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Page 28 of 52NiSource Electric Utility:
NIPSCO Infrastructure Investment

Electric System
Modernization Program $70 - $250 -$6.88

Environmental Gompliance $25 - $100 -$0.5B

Transmission
Enhancements/Growth N/A $80 - $1 50 -$1.0B

Generation Upgrades N/A TBD -$1.7B

28



NiSource Natural Gas & Electric Utilities:
Summary

Industry-leading regulated natural gas and
electric utilities company

Track record of collaborative execution and
safe, reliable service

-$1 .28
Expected

Annual
Capital

Investment

GAS-ROR-OO6
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Complementary rate structures and tracker
mechanisms; -75o/o of CapEx expected to be
revenue-producing
Disciplined capital management; solid,
investment-grade credit rati ng

4-60/o

Expected
EPS &
Dividend
Growth

29
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CPG: A Premier Fipeline,
Midstream & Storage Company

,/ Highly focused, pure-play pipeline, midstream and storage company

,/ Strategically located infrastructure links Marcellus and Utica supply regions to the
Midwest, Mid-Atlantic and Gulf Coast markets

,/ Transformational growth project inventory potential: $12-158 over 10 years

,/ Net investment growth expected to drive EBITDA and dividend growth

./ Expected to maintain investment-grade credit profile and strong liquidity

31
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Serving Attractive Midwest,
Mid-Atlantic and Gulf Coast
Markets

Strateg ical ly Positioned
Overlaying Marcellus and Utica
Shale Regions

15,000+ Pipeline Miles

1.3 Tcf Annual Throughput;
-10 Bcf/Day of Transportation
Capacity

-300 Bcf of Working Storage
Gapacity; 4.5 BctlDay of Peak
Day Storage Deliverability

Diversified Gustomer Base:
LDCs, Gas-Fired Electric
Generators, Producers and
Marketers

Anchored by Long-Term
Gontracts

:t'
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Page 33 of 52CPG: Investment-Driven
Growth Strategy

-$1B+
Expected

Annual
Capital

Investment

Long-Term
EBITDA &
Dividend
Growth
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Page 34 ot 52CPG: A Premier Pipeline,
Midstream & Storage Gompany

a

a

a

a

a

a

-90o/o Demand Based
Underpinned with Long-Term Firm Contracts
Mi n imal Commod ityA/olumetric Exposure
Customer Supported Modernization Program in Place

Strategically Situated in Marcellus and Utica Shal€ Regibns
Serving Attractive Midwest, Mid-Atlantic and Gulf Coast Markets

-$48 Net Investment (Expected
$12-158 of Expected Investmen

a

a

. Rigorous Capital Management and MLP

. Disciplined Project Management and Execution
ii(

34



t:

35

:h
.'." 7.R'

i+: :;i i

,.'

'js

GAS-ROR-O06
Attachment E

Page 35 of 52

r!

l\

F:.':'

-'..$.

)/i:
:i:,

,t:tn.t.

J'/d.

v
a;.

.j,:

"irj

!*

Gnmu ndbreaking FFRC-Approvmd
SettIement

-$300M/lfear lnvestment to Modernize
Columbia ffias Transmission

Upgrading Compression

Replacing Agi ng I nfrastructure

Increasing In-Line Inspection

Timely Recovery #n Investment
February 1 recovery for facilities placed in-
service by October 31 of the prior year
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Page 36 of 52GPG Growth: Unique Opportunity
Greated by Strategic Footprint

. Past - Gas Flows from Gulf
Coast to Appalachia, Mid-Atlantic
and Northeast Markets

Current - Production Growth and
New Pipelines

Future - Expected Production
Growth Makes Appalachia Low
Cost Supply Base; Gas Flows to
the Northeast and Gulf Coast

":4 -4a

Marcellus/Utica
Production (-Bcf/D)*

36

n Sounce: Wood Mackenzie
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GPG
East

Growth:
Side Expansion

Expands facilities to transport
Northeast Marcellus supplies to

Mid-Atlantic markets

. -315 MMcf/D of additional capacity

. Key Customers: South Jersey Gas,

South Jersey Resources, New J

Natural Gas, Cabot, Southwest
Energy

. Planned In-Service: 3Q 2015

Columbia
Transmission
Expansion

38



GAS-ROR-O06
Attachment E
Page 39 of 52

CPG Growth:
Leach and Rayne XPress Projects

. Adding capacity to transport 1.5 Bcf/D
of Marcellus and Utica supplies from

constrained production areas to liquid

transaction locatio ns/markets

-160 miles of new gas transmission
pipeline

-165,000 HP of additional compression

across multiple sites

. Key Customers: Range Resources,

Kaiser Francis, Noble and American

Energy Partners

. Planned In-Service: 4Q 2017

39
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Transports su ppl ies from

numerous basins to cameron
LNG facility

New pipeline to the Cameron

LNG Facility providing

800 MMcf/D of capacity from

Rayne, Louisiana compressor
station

Key Customers: GDF Suez SA

and MMGS, Inc.

. Planned In-Service: 1Q 2018

40
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GPG Gnowth:
WB XPress Projectx

. Additional capacity providing market

access for Marcellus supplies

500 MMcf/D east toward Loudon

800 MMcf/D west toward Broad Run

. Looping and compression

. Key Customers: Antero and Noble

Energy

. Planned In-Service: 4Q 2018

A1

* ln Advanced Development
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CPG Investments Expected
to Build Significant Scale

$1.08IM
$0.e8

Modernization Projects
(ln Service 2014-

2016)

-$4.0B

Current * 2020Cameron
Access

Rayne/Leach

XPress
WB XPress Add'lFERC. Add'l

Regulated Midstream
Projec'ts* Projects*

-$12.58
$2.08

$1.75B

* As of 1213112013
"" ln ilevelooment

44
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Page 45 of 52CPG: A Premier Pipeline,
Midstream & Storage Gompany

Stable, -90% fixed revenue stream,
underpinned with long-term contracts

Strategic footprint, well situated in
Marcellus/Utica shale region

-$1 B+
Expected

Annual
Capital

Investment

Significant scale, with -$48 in net investment,
expected to grow to -$1 2.58 by 2020

Disciplined financial model, with rigorous
capital management and MLP

Long-Term
EBITDA and
Dividend
Growth

45
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Page 47 of 52NiSource Has Historically Delivered
Significant Shareholder Value

Cumulative Total Shareholder Return = -785%o*

YE2010 YE2011 YE2012

$3e.33

$12.4

2O14YTD

$17.62
$15.38

Market Cap ($ in Billions) 1-$tqqk pli6s

47

. 
Includes common stock price appreciation + dividends paid from 1112A1A h 9Q312014.
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Page 48 of 52Potential to Deliver
Enhanced Shareholder Value

) .Iol

/ Highlights and unlocks the value of two unique
businesses

!I

fF#
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Key Investment Gonsiderations

,/ Focused Business Strategy

,/ 100o/o Regulated Companies Operating in Constructive Regulatory Environments

./ Significant Scale with -4.0M Customers Across 7 States

-$308 of Expected Infrastructure Investment Over 20+ years

Expected to Maintain Gurrent Investment Grade Gredit Ratings

Expected Earnings and Dividend Growth of 4-6% Annually./

49
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Key I nvestment Considerations

,/

Focused Business Strategy

Strategically Located Assets
In rapidly growing Marcellus/Utica production regions with significant investment opportunities

Physically linked to major demand centers

Long-Term Modernization Opportunity
Significant Scale:

$12-158 of expected investment over next 10 years

Net Investment expected to grow from -$4B to -$12.5B by 2020

Expected to Maintain Gurrent Investment Grade Gredit Ratings

MLP Funding Vehicle

Expected EBITDA and Dividend Growth Driven by Net Investment Growth

50
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NEWS
February 18,2015

FOR ADDITIONAL INFORMATION

Media
Mike Banas
Communications Manager
(21e) 647-5581
mbanas@nisource.com

NiSource Reports 2014 Earnings

801 E.86th Avenue
Merrillville, lN 46410

Investors
Randy Hulen
Vice President, Investor Relations
(219) 647-5688
rghulen@nisource.com

. Results exceed 2014 guidance range

. Infrastructure investment, regulatory programs driving continued growth

. Columbia Pipeline Partners IPO completed successfully

. Separation remains on track for mid-2015

. Projected long-term growth rates highlighted for both NiSource and Columbia Pipeline Group

MERRILLVILLE, Ind. - NiSource lnc. (NYSE: Nl) today announced net operating earnings from
continuing operations (non-GAAP) of $542.5 million, or $1.72 per share, for the twelve months ended
December 31,2014, compared to net operating earnings from continuing operations (non-GAAP) of
$493.9 million, or $1.58 per share in 2013 - representing an 8.9 percent year-over-year increase.
Consolidated operating earnings (non-GAAP) for the twelve months ended December 31,2014, were
$1,270.3 million compared to $1,146.3 million in 2013.

On a GMP basis, NiSource reported income from continuing operations for the twelve months ended
December 31,2014, of $530.7 million, or $1.68 per share, compared with $490.9 million, or $1.57 per
share in 2013. Operating income was $1 ,262.4 million for the twelve months ended December 31,2014,
compared with $1 ,143.4 million in 2013. Refer to Schedule 2 for the items included in 2014 and 2013
GAAP operating income but excluded from operating earnings.

For the three months ended December 31,2014, NiSource's net operating earnings (non-GAAP) were
$160.7 million, or $0.51 per share, compared with $148.7 million, or $0.47 per share for the same period
in 2013. On a GAAP basis, income from continuing operations for the three months ended December 31,
2014, was $154.3 million, or $0.49 per share, compared with $153.0 million, or $0.49 per share, for the
same period in 2013.

"2014 was truly a watershed year for NiSource, anchored by focused execution of our well-established
infrastructure investments and the initiation of strategic and transformational growth plans," NiSource
President & Chief Executive Officer Robert C. Skaggs, Jr. said. "Supported by a record $2.2 billion
capital investment program, NiSource again delivered on our earnings commitments and, for the sixth
consecutive year, produced total returns for shareholders that exceeded the performance of the major
utility indices."



GA$ROR-O06
Aftachment F
Page 4 of 44

In addition to the notable achievements in 2014, NiSource successfully completed the initial public
offering (lPO) of common units in Columbia Pipeline Partners LP (NYSE: CPPL) on February 11,2015.
Columbia Pipeline Partners issued a press release outlining its pre-lPO financial results for 2014 this
mornrn9.

Columbia Pipeline Group separation plans on track

On September 28, 2014, NiSource announced that its Board of Directors approved, in principle, plans to
separate its natural gas pipeline and related businesses into a stand-alone, publicly traded company,
Columbia Pipeline Group (CPG).

The separation remains on schedule, with a preliminary Form 10 for CPG filed with the U.S. Securities &
Exchange Commission on February 6,2Q15. Key expected board members and executive team
members for both companies were announced in lale 2014 and early 2015. NiSource also entered into
two $1.5 billion revolving credit facilities in December to support the liquidity needs of both NiSource and
CPG following the separation. Both facilities will become effective at the time of the separation. In
addition, Columbia Pipeline Partners entered into a $500 million facility effective with the completion of its
initial public offering. The postseparation NiSource facility will amend and replace the company's
existing $2.0 billion revolving credit agreement.

"We remain on track to complete the transition in mid-2015," Skaggs said. "Following the separation, both
companies are expected to move fonrvard as independent, investment-grade, pure-play entities with
experienced teams focused on executing - and elevating - multi-billion-dollar infrastructure investment
plans."

The recapitalization process associated with the separation is expected to take place in the second
quarter of 2015. As outlined at NiSource's September Investor Day, the recapitalization process will .

include CPG issuing its own long-term debt prior to the separation to fund a one-time cash distribution to
NiSource, which will ultimately reduce NiSource's net debt. NiSource shareholders would retain their
current shares of NiSource stock and receive a pro-rata dividend of shares of CPG stock in a transaction
that is expected to be tax-free to NiSource and its shareholders. The actual number of CPG shares that
would be distributed to NiSource shareholders will be determined prior to closing.

Robust long-term investment and groMh outlooks for both companies

NiSource's naturalgas and electric utilities have identified approximately $30 billion in infrastructure
investment opportunities over the next 2O-plus years. These investments, paired with complementary
regulatory and customer programs, are expected to deliver long-term earnings and dividend growth
averaging 4-6 percent per year. NiSource's infrastructure investment inventory is focused on core utility
modernization and expansion projects that provide tangible value to customers and communities.
NiSource's utility capital investments are expected to reach approximately $1.3 billion in 2015.

CPG has developed a significant portfolio of organic groMh investment opportunities that complement its
seminal customer-supported system modernization program. Those opportunities are expected to result
in approximately $12-$15 billion in growth capital investment over the next 10 years. These infrastructure
projects, many of which are already under way, are expected to drive significant increased net
investment, resulting in anticipated annual adjusted EBITDA groMh in the mid-to-upper-teens over the
next several years. CPG's annual dividend growth is expected to be commensurate with this adjusted
EBITDA growth. ln 2O15, CPG's capital investments are expected to reach approximately $1.1 billion, up
from approximately $850 million in 2014.
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Beyond the projected long-term annualgrowth and 2015 capital investment rates provided above,
NiSource is not providing full-year guidance due to the pending separation of NiSource and CPG. As the
separation date moves closer, both companies plan to provide additionaldetails on their respective
performance expectations.

There will likely be differences between the projected non-GAAP long-term average annualgrowth rates
presented above and their GAAP comparisons. Due to the unpredictability of weather and other factors
NiSource will not be providing projected long-term average annual GAAP growth rates.

Golumbia Pipeline Group continues with core modernization program, transformational growth
projects

During 2014, CPG further enhanced its strategic asset position in the Marcellus and Utica Shale
production regions by placing in service several new market-driven facility expansions, originating
several major growth projects and continuing to deliver on its system modernization program. Key
execution highlights for CPG include:

. CPG placed more than $300 million in regulated system expansion projects in service in 2014,
adding approximately 1.1 billion cubicfeetof system capacity. A key project placed in servicewas
the approximately $200 million West Side Expansion project. Fully subscribed with long-term
contracts, the project involved making a portion of Golumbia Gulf Transmission system bi-
directional and capable of transporting 540 million cubic feet per day of Marcellus Shale
production to Gulf Coast and southeast markets.

. In December, CPG filed to recover costs related to the second year of investments under the
Columbia Gas Transmission long-term system modernization program. The filing with the
Federal Energy Regulatory Commission (FERC) reflects approximately $320 million in facilities
placed in service as of October 31, 2014. Recovery of these investments began on February 1,

2015, A settlement with the company's customers - approved in early 2013 - addresses the initial
five years of an expected 10-15 year program that exceeds $4 billion in investment.

. Also in December, the FERC approved construction of CPG's East Side Expansion project. The
project will provide approximately 315 million cubic feet per day of additional capacity for
Marcellus Shale supplies to reach growing - and capacity constrained - northeastern and mid-
Atlantic markets. The approximately $275 million project is expected to be placed in service in the
third quarter of 2015.

. Progress continues on several other major growth projects, including CPG's approximately $1.8
billion combined investment in the Leach and Rayne XPress projects, which will provide
additional market access for Marcellus and Utica Shale production. Other projects in various
stages of execution include the $870 million WB XPress project, the $310 million Cameron
Access project, the $50 million Utica Access project, the $30 million Chesapeake LNG Plant
Upgrade project, and the $25 million Kentucky Power Plant Gonversion project. Together
these projects will add approximately 4 billion cubic feet of new capacity commitments across the
CPG system, including access to LNG export facilities in Louisiana and Maryland.

. CPG also is in advanced commercial discussions with customers regarding the proposed
Mountaineer XPress and Gulf XPress projects, which would provide further transportation
capacity out of the Marcellus and Utica Shale production basins. The company expects to provide
additional information about the scope and timeline of the projects in the first half of 2015.
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. Columbia Midstream Group (CMG), formerly NiSource Midstream Services, placed its $60
million natural gas liquids line project in service during the fourth quarter of 2014. The line is part
of the Pennant Midstream, LLC 50/50 partnership with Harvest Pipeline, an affiliate of Hilcorp
Energy, and connects the Hickory Bend Cryogenic Processing Plant to the UEO Kensington
facility in northeast Ohio. Initial capacity is approximately 45,000 barrels of liquids per day with
expansion potential up to 90,000 barrels per day. The partnership's Hickory Bend Processing
Plant and gathering facilities went in service in the first half of 2014.

. CMG also is on schedule to place the first phase of its $120 million Washington County
Gathering project and its approximately $OS million Big Pine Gathering System Expansion
project in service before the end of 2O15.

'CPG continues to execute on a wide variety of high-value projects, many of which are aimed at
delivering efficient capacity for customers transporting natural gas supplies out of the Marcellus and Utica
formations to liquid markets," Skaggs said. "Our strategic footprint also provides us with significant
opportunities to competitively optimize and expand our system to meet the growing needs of our
customers, including competitively priced supply for local utilities, gas-fired power generation and LNG
exporters; and access to growing, high-value markets for producers."

NIPSCO places second scrubber in service, remains on plan with modernization, environmental
and growth investments

During the fourth quarter of 2014, NiSource's Indiana natural gas and electric business, Northern
lndiana Public Seryrce Co. (NIPSCO), remained on track with a broad agenda of reliability,
modernization, customer service and environmental improvements. Key execution highlights for NIPSCO
include:

. In December, NIPSCO placed its finalflue gas desulfurization (FGD) unit in service at its R.M.
Schahfer Electric Generating Station. This unit, like the one placed in service during the fourth
quarter of 2013, was delivered on time and on budget. A third FGD unit, this one at NIPSCO's
Michigan City Generating Station, is on schedule to be placed in service by the end of 2015.
These investments are part of more than $850 million in environmental projects completed or in
progress that allow NIPSCO to continue generating electricity using low-cost, reliable and efficient
facilities, while improving air quality.

. NIPSCO filed its 2015 investment plans with the Indiana Utility Regulatory Commission (IURC)
under the company's seven-year, nearly $2 billion electric and natural gas modernization
programs. The company completed nearly $120 million of modernization projects in 2014 and
plans to invest approximately $185 million in 2015.

. Progress also continued on two major NIPSCO electric transmission projects designed to
enhance region-wide system flexibility and reliability. Right-of-way acquisition and permitting are
under way for both projects. The Greentown-Reynolds project is an approximately 70-mile, 765-
kilovolt line being constructed in a joint development agreement with Pioneer Transmission, and
the Reynolds-Topeka project is a 1OO-mile,34S-kilovolt line. These projects involve an
investment of approximately $500 million for NIPSCO and are anticipated to be in service by the
end of 2018.
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. Also during the quarter, NIPSCO received approvalfrom the IURC to extend its Green Power
Rate Program. The company also reached a settlement agreement to continue its Feed-in Tariff
Program. The Green Power Rate program, introduced in early 2013, allows customers to
designate a portion or all of their monthly electric usage to be attributable to power generated by
renewable energy sources. The Feed-in Tariff program, originally introduced in 2012, allows
customers to generate their own electricity via small-scale renewable resources and sell it back to
the company.

Gas Distribution unit maintains execution focus with continued progress on modernization
investments and regulatory initiatives

The NiSource Gas Distribution (NGD) companies continue to execute against their expanded
infrastructure replacement and enhancement programs, complemented by a variety of customer
programs and regulatory initiatives. Three recent regulatory execution highlights for NGD include:

. On November 12,2014, the Pennsylvania Public Utility Commission approved a settlement in
Columbia Gas of Pennsylvania's (CPA) base rate case. The case provides for recovery of
CPA's investments in its well-established infrastructure modernization program and will increase
annual revenues by approximately $33 million. New rates went into effect on December 20,2014.

. Columbia Gas of Virginia (CGV) reached a settlement on its base rate case in December 2014.
The Hearing Examiner issued a recommendation to approve the settlement, and CGV expects a
decision by the Virginia State Corporation Commission by the end of the first quarter of 2015. The
case seeks to recover costs related to significant capital investments CGV has made to improve
its system and accommodate growth, as well as costs incurred related to a number of initiatives
designed to improve the safety and reliability of its system. lf the settlement is approved as filed,
the case would provide a base rate increase of approximately $25 million, including recovery of
pipeline safety program costs.

. Golumbia Gas of Massachusetts (CMA) filed its 2015 Gas System Enhancement Plan on
October 31, 2014, under new legislation authorizing accelerated recovery of gas infrastructure
modernization investments. lf approved by the Massachusetts Department of Public Utilities, cost
recovery associated with the enhancement plan - which would increase annual revenues by
approximately $Z.O million - would begin on May 1 ,2015.

"NiSource's utilities remain focused on executing their robust infrastructure plans," Skaggs said. "This
industry-leading platform for growth provides significant reliability, safety and environmental benefits to
our existing and new customers, while also delivering shareholder returns through transparent recovery
mechanisms."

Full-Year 2014 Operatinq Earninqs - Seqment Results (non-GAAP)

NiSource's consolidated operating earnings (non-GAAP) for the year ended December 31, 2014, were
$1,270.3 million, compared to $1,146.3 million for the same period in 2013. Refer to Schedule 2 for the
items included in 2014 and 2013 GAAP operating income but excluded from operating earnings.

Operating earnings for NiSource's business segments for the year ended December 31,2014, are
discussed below.
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Golumbia Pipeline Group Operations reported operating earnings of $490.7 million for the year ended
December 31,2014, compared with operating earnings of $441.2 million for the prior year period. Net
revenues, excluding the impact of trackers, increased by $79.1 million primarily due to higher demand
margin revenue as a result of growth projects placed into service and new firm contracts. Additionally,
there was an increase in net revenues as a result of higher mineral rights royalty revenue.

Operating expenses, excluding the impact of trackers, increased by $40.3 million primarily due to higher
employee and administrative costs, increased outside service costs, higher depreciation, a prior year
gain on the sale of storage assets and increased property taxes. These increases were partially offset by
gains on the conveyance of mineral interests and a decrease in software data conversion costs. Equity
earnings increased by $10.7 million primarily from increased earnings at Millennium Pipeline.

Electric Operations reported operating earnings of $287.7 million for the year ended December 31,
2014, compared with operating earnings of $265.3 million for the prior year period. Net revenues,
excluding the impact of trackers, increased by $40.9 million primarily due to increased industrial margins
and higher environmental investment cost recovery. Additionally, net revenues increased as a result of
two electric transmission projects authorized by the Midcontinent Independent System Operator (MISO)
and higher off-system sales. These increases were partially offset by a decrease in transmission upgrade
revenue included in net revenues in the prior year.

Operating expenses, excluding the impact of trackers, increased by $2+.S million due primarily to
increased electric Aeneration costs largely due to maintenance-related outages and higher employee and
administrative costs.

Gas Distribution Operations reported operating earnings of $517.4 million for the year ended
December 31, 2014, compared with operating earnings of $448.8 million for the prior year period. Net
revenues, excluding the impact of trackers, increased by $126.3 million primari! attributable to an
increase in regulatory and service programs, including the impact of the 2013 rate settlement at
Columbia Gas of Pennsylvania, the new rates at Columbia Gas of Massachusetts, as well as, the
implementation of new rates under Columbia Gas of Ohio's approved infrastructure replacement
program. Additionally, there was increased residential, commercial and industrial usage, higher revenue
due to an increase in residential and commercial customers and increased off-system sales.

Operating expenses, excluding the impact of trackers, increased by $57.7 million due primarily to higher
employee and administrative costs, increased depreciation due to higher capital expenditures, higher
outside service costs, increased other taxes, and higher uncollectibles. These increases were partially
offset by lower environmental costs.

Gorporate and Other Operations reported an operating earnings loss of $25.5 million for the year
ended December 31,2014, compared to an operating earnings loss of $9.0 million for the comparable
prior period. The increased loss is primarily due to employee and administrative costs and consulting
fees.

Other ltems
Interest expense increased by $24.4 million due the issuance of long-term debt in April and October 2013
and the expiration of interest rate swaps in July 2014, parlially offset by the maturity of long-term debt in
March 2013 and July 2014.

Other, net reflected income of $22.3 million compared to income of $24.2 million in 2013.

The etfective tax rate of net operating earnings was 36.1 percent compared to 34.6 percent for the same
period last year due to higher state income taxes, primarily an Indiana state income tax change.
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Fourth Quarter 2014 Operatinq Earninss - Seqment Results (non-GAAP)

NiSource's consolidated operating earnings (non-GMP) for the three months ended December 31,
2014, were $361.8 million, compared to $340.0 million for the same period in 2013. Refer to Schedule 2
for the items included in 2014 and 2013 GAAP operating income but excluded from operating earnings.

Operating earnings for NiSource's business segments for the three months ended December 31,2014,
are discussed below.

Columbia Pipeline Group Operations reported operating earnings of $133.7 million for the three
months ended December 31, 2014, compared with operating earnings of $120.4 million for the prior year
period. Net revenues, excluding the impact of trackers, increased by $12.9 million primarily due to higher
demand margin revenue as a result of growth projects placed into service and new firm contracts.

Operating expenses, excluding the impact of trackers, increased by $A.O million primarily due to an
increase in outside service costs, higher employee and administrative costs and increased depreciation.
These increases were partially offset by gains on the conveyance of mineral interests. Equity earnings
increased by $g.a million primarily from increased earnings at Millennium Pipeline.

Electric Operations reported operating earnings of $63.5 million for the three months ended December
31,2014, compared with operating earnings of $51.3 million for the prior year period. Net revenues,
excluding the impact of trackers, increased by $5.t million primarily due to increased environmental
investment cost recovery and two electric transmission projects authorized by the MISO.

Operating expenses, excluding the impact of trackers, decreased by $Z.t million due primarily to lower
employee and administrative costs and decreased other taxes.

Gas Distribution Operations reported operating earnings of $173.8 million for the three months ended
December 31 , 2014, compared with operating earnings of $164.2 million for the prior year period. Net
revenues, excluding the impact of trackers, increased by $29.3 million primarily attributable to increases
in regulatory and service programs, including the impact of new rates at Columbia Gas of Virginia and
Columbia Gas of Massachusetts and the implementation of new rates under Columbia Gas of Ohio's
approved i nfrastructu re replacement prog ram.

Operating expenses, excluding the impact of trackers, increased by $19.2 million due primarily to
increased outside service costs, higher depreciation, and increased employee and administrative costs.

Corporate and Other Operations reported an operating earnings loss of $9.2 million for the three
months ended December 31, 2014, compared to operating earnings of $4.1 million for the comparable
prior period. The change is primarily due to increased employee and administrative costs.

Other ltems
lnterest expense increased by $S.g million due to the expiration of interest rate swaps in July 2014,
decreased AFUDC (Allowance for Funds Used During Construction) balances and the issuance of long-
term debt in August 2014, partially offset by the maturity of long-term debt in July 2014.

Other, net reflected income of $1 .1 million compared to income of $2.1 million in 2013.

The effective tax rate of net operating earnings was 35.0 percent compared to 35.8 percent for the same
period last year.
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About NiSource
NiSource Inc. (NYSE: Nl), based in Merrillville, Indiana, is a Foftune 500 company engaged in natural
gas transmission, storage and distribution, as well as electric generation, transmission and distribution.
NiSource operating companies deliver energy to 3.8 million customers located within the high-demand
energy corridor stretching from the Gulf Coast through the Midwest to New England. Information about
NiSource and its subsidiaries is available via the Internet at www.nisource.com. Nl-F

Forward-Looki n g Statements
This news release contains forward-looking statements within the meaning of federal securities laws.
These forward-looking statements are subject to various risks and uncertainties. Examples of forward-
looking statements in this release include statements and expectations regarding the timing of the
separation, as well as NiSource's business following the separation and the leadership of NiSource and
Columbia Pipeline Group, Inc. following the separation. Factors that could cause actual results to differ
materially from the projections, forecasts, estimates and expectations discussed in this release include,
among other things, the timing to consummate the transactions described herein; the risk that a condition
to consummation is not satisfied; disruption to operations as a result of the proposed transactions; the
inability of one or more of the businesses to operate independently following the completion of the
proposed transactions; weather; fluctuations in supply and demand for energy commodities; growth
opportunities for NiSource's businesses; increased competition in deregulated energy markets; the
success of regulatory and commercial initiatives; dealings with third parties over whom NiSource has no
control; actual operating experience of NiSource's assets; the regulatory process; regulatory and
legislative changes; changes in generaleconomic, capital and commodity market conditions; and
counter-party credit risk, and the matters set forth in the "Risk Factors" section in NiSource's 2013 Form
10-K and subsequent NiSource filings of Form 10-Q, many of which are beyond the control of NiSource.
Readers are cautioned not to place undue reliance on these forward-looking statements, which speak
only as of the date of this news release. Future earnings and other financial projections are illustrative
only and do not constitute guidance by the Company. NiSource expressly disclaims a duty to update any
of the forward-looking statements contained in this release.

The potential distribution of CPG shares is subject to the satisfaction of a number of conditions, including
the final approval of NiSource's Board of Directors. There is no assurance that such distribution will in
fact occur.
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Twelve Months Ended
December 31,

(in millions, excepl per share amounts) 2014 2013 2014 2013

Net Revenues

Gas Distribution

Gas Transportation and Storage

Electric

Other

718.3 $

522.4

392,r

57.1

683.5

461.3

386.2

6r.6

$ 2,578.4 S 2,225.3

1,872.1 1,646.4

1,6'77.1 1,563.2

328.1 224.4

Gross Revenues

Cost of Sales (excluding depreciation and amortization)

|,689.9

s60.8

I 59?6

547.1

6,456.3 5,659.3

2,224.2 1,815.5

Total Net Revenues 1,129.1 t0455 1.232.1 3.843.8

Operating Expenses

Operation and maintenance

Operation and maintenance - trackers

Depreciation and amortization

Depreciation and amortization - hackers

Gain on sale of assets

Other taxes

Other taxes - trackers

438.6

r23.6

153.5

1.2

(13.7)

57.1

20.7

403.5

94.8

145.9

(7.3)

60.5

r 8.4

1,633.7 1,519.2

483.4 354.7

602.4 573.6

3.r 3.7

(34.s) (r8.4)

246.4 235.9

73.9 64.7

Total Operating Expenses 781.0 715.8 3,008.4 2,733.4

Equity Earnings in Unconsolidated AIfiliates t3.7 l0 3 46.6 35.9

Operating Earnings 361.8 340.0 1270.3 r"146.3

Other Income (Deductions)

Interest expense, net

Other, net

(r rs.8)

l.l
(1 r 0.5)

2.1

(443.6) (414.8)

22.3 24.2

Total Other Deductions (rr4.7) (108.4) (421.3) (3e0.6)

Operating Earnings From Continuing Operations

Before Income Taxes

Income Taxes

247.1

[t6.4

231.6

82.9

849.0

306.s

755.7

261.8

Net Opersting Earnings from Continuing Operations 160,7 t48.3 542.5 493,9

GAAP Adjustment (6.4) 43 (l 1.8) (3.0)

GAAP Incorre from Continuing Operations 1s4.3 $ 153.0 $ 530.7 $ 490.9

Basic Net Operating Earnings Per Share from Continuing Operations $ 0.51 s 0.47 $ r.72 $ 1.58

GAAP Basic Earnings Per Share from Continuing Operations 0.49 1; 0.49 $ 1.68 S t.57

Basic Average Common Shares Outstanding 315.8 313.4 315.r 312.4
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6n ntillions)

NiSource Inc.
Segrnent Operating Earnings (Non-GAAP)

(unauditeQ

Three Months Ended
December 31.
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Twelve Months Ended
December 31,

2014 2013 20t4 2013

Net Revenues

Sales revenues

Less: Cost ofgas sold

999.0 $

467.9

924.6 $

455.0

3,574.5 $

1.762.7

3,056.0

1,419.7

Net Revenues 531.1 469.6 I,811.8 l.636.3

Operating Expenses

Operation and maintenance

Operation and maintenance - trackers

Depreciation and amortization

Other taxes

Other taxes - trackers

197.7

58.2

5s.9

24.8

20.7

181.9

28.3

51.7

25.1

18.4

763.6

136.7

217.6

r02.6

13.9

728.1

96.7

201.4

96.6

64.7

Total Operating Expenses 357.3 305.4 1,294.4 1 , 187.5

Operating Earnings

GAAP Adjustment

173.8 $ 164.2 $

0.8

517.4 $

19.6

448.8

(3.4)

GAAP Operating Income 174.6 $ t66.3 $ 537.0 $ 445.4

Columbia Pipeline Group Operations

ftn millions)

Three Months Ended
December 31,

Twelve Months Ended
December 31,

2014 2013 2014 2013

Net Revenues

Transportation revenues

Storage revenues

Other revenues

2s9.3 $

48.9

52.3

215.8 S

48.6

57.5

837.1 S

197.2

3r2.9

774.7

196.4

208.7

Total Operating Revenues

Less: Cost ofsales

340.5

0.1

321.9

0.1

1,347.2

0.3

1,l'19.8

0.4

Net Revenues 340.4 321.8 1,346.9 1,179.4

Operating Expenses

Operation and maintenance

Operation and maintenance - fackers

Depreciation and amortization

Gain on sale of assets

Other taxes

127.3

59.1

30.9

(13.7)

r6.8

117.0

58.4

28.0

(7.3)

15.6

429.2

322.4

118.6

(34.s)

67.1

389.4

234.0

106.9

(18.4)

62.2

Total Operating Expenses 902,8220.4 211.7 774.1

Equiry Earnings in Unconsolidated Affiliates 13.7 10.3 46.6 J ).v

Operating Earni 133.7 $ t20.4 s 490.7 $ 441.2

GAAP Adjustment 0.2

GAAP Operating Income 133.7 $ t20.4 s 490.7 S 441.4

'10
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Segment Operating Earnings (Non-GAAP)

(unaudited)

Three Months Ended
December 3 l,
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Twelve Months Ended
December 31,Electric Operations

(in millions) 2014 2013 2014 2013

Net Revenues

Sales revenues

I-ess: Cost of sales

392.4 $

135.5

386.6 $

134.2

1,678.5 $

609.7

1,564.8

542.6

Net Revenues 256.9 252.4 1,068.8 r,022.2

Operating Expenses

Operation and maintenance

Operation and maintenance - trackers

Depreciation and amortization

Depreciation and amortization - trackers

Other tares

1r3.4

6.3

60.3

1.2

12.2

I 16.8

8.1

60.2

16.0

450.6

24.3

211.3

3.1

61.8

424.6

24.0

240.7

3.7

63.9

Total Operating Expenses t93.4 781.1 756.9

63.s $ 51.3 $ 287.7 $

2.0 (s.0)

265.3

0.2GAAP Adjustment

Three Months Ended
December 3 l,

Twelve Months Ended
December 31,Corporate and Other Operations

6n millions) 2014 2013 2014 20t3

Earn (e.2 ) $

(lt
(2s.s ) $ (e.0 )

0.1GAAP Adjustment

11
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Twelve Months Ended
December 31,

Gas Distribution Operations 2014 2013 20r4 2013

Sales ind Transportation (MMDIh)
Residential

Commercial

Industrial

OffSystem

Other

88.3

54.6

128.2

9.3

90.3

54.4

127.1

14.7

295.2

189.6

512.9

11.9

(0.1)

272.3

t72.9

494.5

70.4

0.4

Total 280.4 286 5 1,042.5 1,010.5

Weather Adjustment (2.6 ) (3.e) (36.4) (3.4)

Sales and Transportation Volumes - Excluding Weather 277.8 282.6 1.006.1 1.007.1

Heating Degree Days

Normal Heating Degree Days

%o Colder than Normal

Customers

Residential

Commercial

Industrial

Other

2,084

2,034

2o/"

2,122 6,t76

2,034 5,610

4% lXV"

3,098,052

282,749

7,637

l5

5,698

5,610

2%

3,0'79,575

28 l,535

7,663

22

Total 3,388,453 3,368,795

Three Months Ended
December 31,

Twelve Months Ended
December 31.

Columbia Pipeline Group Operations 2014 2013 2014 2013

Throughput (MN{Dth)

Columbia Transmission

Columbia Gulf

Crossroads Pipeline

Intrasegment eliminations

J55.5

153.4

4.3

(23.4)

356.2

149.0

4.5

(27.6)

1,379.4 1,354.3

626.1 643.0

16.7 16,9

(128.7) (23e.4)

Total 489.8 482.1 1.774.81,894.1



NiSource Inc.
Segment Volumes and Statistical Data

Three Months Ended
December 31,

GAS-ROR-O06
Attachment F
Page 15 of44

Twelve Months Ended
December 31,

Electric Operations 2014 2013 2014 2013

Sales (Gigawatt Hours)

Residential

Commercial

Industrial

Wholesale

Other

779.6

932.2

2,546.6

t90.2

43.5

811.0

952.0

2,426.6

5.1

40.5

3,384.2 3,444.7

3$64.2 3,881,9

10,114.2 9,339.7

675.5 669.7

148.2 132.0

Total 4,492.1 4,235.2 18,186.3 l7,468.0

Weather Adiustment (7.0) (28.e) 1)1 (2.4)

Sales Volumes - Excluding Weather

Cooling Degree Days

Normal Cooling Degree Days

7o Colder than Normal

Electric Customers

Residential

Commercial

Industrial

Wholesale

Other

663

806

(18)%

798

806

(1)o/o

403,272 402,638

54,635 54,452

2,352 2,374

751 725

55
Total 461,015 460,194

13



NiSource Inc. GAs-RoR-oo6
Attachment F

Schedule 1 - Reconciliation of Net Operating Earnings to GAAP Pase 16 of 44

Three Months Ended
December 3 1,

Twelve Months Ended
December 31,

(in millions, except per share amounts) 2014 2013 2014 2013

Net Operating Earnings from Continuing Operations (Non-G.A-{P) $ 160.7 $ 148.7 $ s42.5 $ 493.9

Items excluded from operating earnings

Net Revenues:

Weather - compared to normal

Settlement agreement

Operating Expenses:

Transaction costs

Loss on sale of assets and asset impairments

4.11.3

(10.3)

(l.s)

14.3

(19.2)

(3.0)

1.2

(3.2)

(0.e)

Total items excluded from operating eamings (10.s) 4l (7.e) ,1 O\

Other Deductions:

Tax effect of above items

Income tares - discrete items

4.1 (1.7)

1.9

3.1

(7.0)

t.l
(1.2)

Total items excluded from net operating earnings (6.4) 43 (r 1.8) (3.0)

Reported Income from Conl - GAAP 154.3 S 153.0 s 530.7 $ 490.9

Basic A Common Shares Outstand

Basic Net Operating Earnings Per Share from Continuing Operations

t3.4

0.4 l.
I

Items excluded from net operating earnings (after-tar) (0.02) 0.02 (0.04) (0.01)

GAAP Basic Earnings Per Share from Continuing Operations 0.49 $ 0.49 S r.68 S 1.57

14



NiSource Inc. GAS-RoR-oo6
Attachment F

Schedule 2 -Adjustments by Segment from Operating Earnings to GAAP Pase17 oI44

For the Quarter ended December 31,

2014 (in millionsl
Gas

Distribution

Columbia
Pipeline
Group Electric

Corporate
& Other Total

Operating Earnin gs (Loss)

Net Revenues:

Weather - comoared to normal

$ 173.8 $

0.8

133.7 $ 635 $ (e2)$ 36L8

1.3U)

Tolal Impact - Net Revenues

Operating Expenses:

Transaction costs

Loss on sale of assets and asset impairments

0.50.8

(r0.3)

(1.5)

1.3

(10.3)

(l.s)

Tolal Impacl - Operaling Expenses (11.8) (r1.8)

Tolal Impacl - Operaling Income (Loss) 0.8 s 0.5 $ (1r.8) $ (r0.s )

Operating Income (Loss) - GAAP 174.6 $ 133.7 $ 64.0 S (2r.0 ) $ 351.3

2013 (in millions)
Gas

Distribution

Columbia
Pipeline
Group Electric

Corporate
& Other Total

Operating Earnings

Net Revenues:

Weather - comoared to normal

$ 164.2 $ 120.4 s sl.3 $

2.0

4.r $

2.1

340.0

4.1

Tolal Impact - Nel Revenues

Total Impacl - Operating Eryenses

2.1 4.12.0

Total Impacl - Operating Income 2.r $ 2.0 $ 4.1

Operating Income - GAAP $ 166.3 $ 120.4 $ 53.3 $ +rs 344-l

15



Nisource Inc. GAS-RoR-oo6
Attachment F

Schedule 2 -Adjustments by Segment from Operating Earnings to GAAP Pase 18 or44

For the Twelve Months ended December 31.

2Ol4 (in millions'l
Gas

Distribution

Columbia
Pipeline
Group

Corporate
Electric & Other Total

Operating Earnings (Loss)

Net Revenues:

Weather - comoared to normal

$ s17.4 $

19.4

490.7 $ 287.7 $ t25.s) $ 1,270.3

(s.l) 14.3

Total Impacl - Nel Revenues

Operating Expenses:

Transaction costs

Gain (Loss) on sale of assets and asset impairments

19.4 (s.l)

(re.2)

(3.3)

14.3

(re.2)

(3.0)0.10.2

Tolal Inryact - Operating Expenses 0.2 0.1 (22.5) (22.2)

Total Impact - Operating Income (Loss) 19.6 $ (s.0 ) $ (22.s ) $ (7.e )

Operating Income (Loss) - GAAP 537.0 $ 490.7 S 282.1 $ (48.0 ) S 1,262.4

2013 (in millionsl

Columbia
Gas Pipeline

Distribution Group Electric
Corporate
& Other Total

Operating Earnings (Loss)

Net Revenues:

Weather - compared to normal

Settlement asreement

s 148.8 $

1.0

(3.2)

441.2 $ 265.3 s (9.0) $ 1,146.3

1.2

(3.2\

0.2

Total Impact - Nel Revenues

Operating Expenses:

(Loss) Gain on sale of assets and asset impairments

(2.2)

(1.2)

0-2

0l0.2

(2.0)

(0e)

Tolal Impacl - Operaling Expenses (1.2) 0.2 0.1 (0.e)

Total Impacl - Operaling (Loss) Income (3.4 ) S 0.2 s 0.2 $ 0.1 s (2.e )

Operating Income (Loss) - GAAP 445.4 $ 441.4 $ 265.5 S (8.9 ) $ 1,143.4

16



NiSource Inc.
Consolidated Income Statements (GAAP)

(unaudited)

GAS-ROR-O06
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(in millions, except per share amounts)

Three Months Ended Twelve Months
December 3 l, Ended December 3 I ,

2014 201 3 2014 2013

Net Revenues

Gas Distribution

Gas Transportation and Storage

Electric

Other

$ ?19.0 $

522.4

392.6

57.1

685;1 $ 2,597.8 $2,226.3

461.3 1,872.7 1,643.2

388.2 l$72,0 1,563.4

61.6 328.1 224.4

Gross Revenues

Cost of Sales (excluding depreciation and amortization)

t,69l.l
560.7

1,596.8 6,470.6 5,65'.1.3

547.2 2.224.2 1.815.5

Total Net Revenues 1,130.4 | 
"049.6

4246.4 3,841.8

Operating Expenses

Operation and maintenance

Depreciation and amortization

Gain on sale of assets and impairment, net

Other ta.xes

572.5

15.t.7

(r2.2)

77.8

498.3 2,136.3 1,873.9

145.9 605.5 577 .3

(7.3) (31.s) (17.5)

'78.9 320.3 300.6

Total Operating Expenses 792.8 715.8 3,030.6 2,734.3

Equity Earnings in Unconsolidated Affiliates 13.7 10.3 46.6 J>.v

Operating Income 35I.3 344.7 1,262.4 1,143.4

Other Income (Deductions)

Interest expense, net

Other, net

(11s.8) (110.5)

r.l 2.1

(443.6) (414.8)

22.3 24.2

Total Other Deductions (rr4.7) (r 08.4) (42r.3) (390.6)

Income from Continuing Operations before Income Taxes

Income Taxes

236.6

82.3

235.7

82.7

84r.1 '752.8

310.4 261.9

Income from Continuing Operations 154.3 153.0 s30.7 490.9

(Loss) Income from Discontinued Operations - net of ta,xes

Gain on Disposition of Discontinued Operations - net of taxes

(0.1) (r.2) (0.7) 6.3

34.9

Net Income $ 154.2 $ t51.8 $ 530.0 $ 532.1

Basic Earnings Per Share

Continuing operations

Discontinued operations

$ 0.49 $ 0.49 $

(0.01)

1.68 $ 1.57

0.1 3

Basic Earnings Per Share $ 0.49 $ 0.48 $ 1.68 $ t.70

Diluted Earnings Per Share

Continuing operations

Discontinued operations

$ 0.49 $ 0.49 $

(0.01)

r.67 $ 1.s7

0.1 3

Diluted Earnings Per Share $ 0.49 S 0.48 $ r.67 $ t.'70

Basic Average Common Shares Outstanding

Diluted Average Common Shares

315.8

317.5

313.4

314.8

31 5.1 312.4

316.6 313.6

17
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Consolidated Balance Sheets (GAAP)

(unaudited)

GAS-ROR.O06
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(in millions)
December 31,

2014
December 3 l,

2013

ASSETS

Property, Plant and Equipment

Utility plant

Accumulated depreciation and amortization

25,234.8 $

(9,578.6)

73 ?0? ?

(e,256.s)

Net utility plant 15,656.2 14,047.2

Other property, at cost, less accumulated depreciation 360.9 3t I.v

Net Property, Plant and Equipmerrt 16,017.1 t4,365.1

Investments and Other Assets

Unconsolidated affi liates

Other investments

452.6

210.4

J I J.I

204.0

Total Investments and Other Assets 663.0 57'7.7

Current Assets

Cash and cash equivalents

Restricted cash

Accounts receivable (less reserve of$25,2 and $23.5, respectively)

Gas inventory

Underrecovered gas and fuel costs

Materials and supplies, at average cost

Electric production fuel, at average oost

Exchange gas receivable

Regulatory assets

Deferred income tares

Prepayments and other

25.4

24.9

1,070.1

445.1

32.0

106.0

64.8

63.1

193.s

272.1

169,5

26.8

8.0

1,005.8

354.6

46.4

101.2

44,6

70.6

142.8

175.3

183.1

Total Current Assets 2,466.5 1 1<O t

Other Assets

Regulatory assets

Goodwill

Intangible assets

Deferred charges and other

1,696.4

3,666,2

264.7

92-4

1,522.2

3,666.2

275.7

87.8

Total Other Assets 5,719.1 5,551.9

18
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(in millions, except share amounts)
December 31,

20r4
December 31,

2013

CAPITALIZATION AND LIABILITIES
Capitalization

Common Stockholders' Equity

Common stock - $0.01 par value, 400,000,000 shares authorized;316,037,421 and
313,67 5,9 | | shares outstandin g, respectively

Additional paid-in capital

Retained earnings

Accumulated other comprehensive loss

Treasury stock

3.2 $

4,187.6

t,494,0

(s0.6)

(s8.e)

3.2

4,690.1

1,285.5

(43.6)

(48.6)

Total Common Stockholders' Equity

Long-term debt, excluding amounts due within ong year

6,175.3

8,155,9

5,886.6

7{O2)

Total Capitalization 14,331.2 t3,479.8

Current Liabilities

Current portion oflong-term debt

Short-terrn borrowings

Accounts payable

Customer deposits and credits

Taxes accrued

Interest accrued

Overrecovered gas and fuel costs

Exchange gas payable

Deferred revenue

Regulatory liabilities

Accrued capital expenditures

Accrued liability for postretirement and postemployment benefits

Legal and environmental

Other accruals

266.6

1,576.9

670.6

291.3

266.'1

140.1

45.6

136.2

25.6

62.4

61.1

5.9

24.2

378.r

542.1

698.7

619.0

262.6

254.8

136.4

32.2

186.4

18.5

60,2

26.'7

6.2

32.3

302.3

Total Current Liabilities 3.954.9 3,178.4

Other Liabilities and Deferred Credits

Deferred income taxes

Deferred investment tax credits

Defened credits

Deferred revenue

Accrued liability for postretirement and postemployment benefits

Regulatory liabilities

Asset retirement obligations

Other noncurrent liabilities

3,661.6

17.3

l0l.l

675.9

1,673.8

159.4

29t.I

3,277.8

20.9

91.9

17.l

527.5

1,669.8

174.4

216.3

Total Other Liabilities and Defened Credits 6,580.2 <oo<7

Commitments and Contingencies

Total Capitalization and Liabilities 24,866.3 $ 22,653.9
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2013Year Ended December 3 l, (in millions) 2014

Operating Activities
Net Income

Adjustments to Reconcile Ne1 Income to Net Cash fiom Continuing Operations:

Depreciation and amortization

Net changes in price risk management assets and liabilities

Deferred income taxes and investment tax credits

Deferred revenue

Stock compensation expense and 401(k) profit sharing contribution

Gain on sale of assets and impairments, net

Income from unconsolidated affi [iates

Gain on disposition ofdiscontinued operations - net oftaxes

Loss (Income) from discontinued operations - net oftaxes

Arnortization of discount/premium on debt

AFUDC equity

Distributions ofeamings received from equity investees

Changes in Assets ard Liabilities
Accounts receivable

Income tax receivable

Inventories

Accounts payable

Customer deposits and credits

Taxes accrued

lnterest accrued

Overrecovered gas and fuel costs

Exchange gas receivable/payable

Other accruals

Prepayments and other current assets

Regul atory assets/liabilities

Postretirement and postemployment benefits

Deferred credits

Deferred charges and other noncurrent assets

Other noncurent liabilities

s30.0 $

605.5

2.6

299.1

1.5

72.3

(31.s)

(4s.8)

0.7

10.0

(2r.7)

37.8

(63. I )

3.3

(r | 9.9)

37.6

107.3

27.9

(42.8)

5.1

s77.3

26
287.4

(7 2)

50.7

(17 5)

(35.7)

(34.e)

(6.3)

94
( 18.s)

32 1

(e4 8)

125 9

(e 2)

6'7 8

(6 e)

9.8 2.6

4.3 38
86

21 0

22
(r0.r) (17.0)

(216.6)

138.2

r3.0

0.4)

479.1

(549 r )

105

203
(3.1) (e 5)

Net Operating Activities from Continuing Operations

Net Operating Activities (used for) from Discontinued Operations

1,321.0

(1.4)

t,426 8

100

Nel Cash Flows from Operating Activities r,319.6 r,436 8

Investing Activities
Capital expenditures

Insurance recoveles

Proceeds from disposition of assets

Restricted cash (deposits) withdrawals

Contrjbutions to equity investees

(2,028.5)

11.3

12.8

(17.1)

(6e.2)

(1,879 9)

64
180

387
(t2s 4)

(67.9)Other investins activities (25.9)

Net Investing Activities used for Continuing Operations

Net lnvesting Activities frotr Discontinued Operations

(2,116.6) (2,010.1)

118 7

Net Cash Flows used for Investins Activities (2'l 16.6) (1,891 4)

Financing Activities
Issuance of Iong-term debt

Repayments oflong.term debt and capital lease obligations

Premiums and other debt related costs

Change in short-term debt, net

Issuance of common stock

Acquisition of treasury stock

7 48.4

(s21.0)

(8.7)

878.1

30.3

(r 0.2)

(32r.3)

|,307 6

(s10 e)

(3 2)
(78 1)

437
(8 l)

Dividends paid - common stock

Net Cash Flows from Financinq Attlvities
305 9

44s I

Change in cash and cash equivalents used for continuing operations

Change in cash and cash equivalents (used for) from discontinued operations

Cash and cash equivalents at beginning ofperiod

(1.4)

26.8

(138 2)

128 7

363

Cash and Cash Eouivalents at End ofPeriod $ 25.4 $



GAS-ROR-O06
Attachment F

Page 23 oI 44

E
Lu
ti-
(tr

.G)

odx
ha N.Y o}*-c@
:'= -o t -
.- LLI (o

-Ew iJr -OOO G)
I.L c\I LL

oop
-a
E+,
F
-o
E
o
CL
CL

=a



F
or

w
a 

rd
-L

oo
ki

 n
g 

S
ta

te
m

en
ts

T
hi

s 
pr

es
en

ta
tio

n 
co

nt
ai

ns
 f

or
$r

ar
d-

lo
ok

in
g 

st
at

em
en

ts
 w

ith
in

 t
he

 m
ea

ni
ng

 o
f 

fe
de

ra
l 

se
cu

rit
ie

s 
la

$/
s.

 T
he

se
 f

or
w

ar
d-

lo
ok

in
g 

st
at

em
en

ts
 a

re
 s

ub
je

ct
 t

o 
va

rio
us

 r
is

ks
 a

nd
 u

nc
er

ta
in

tie
s.

 E
xa

m
pl

es
 o

f 
fo

rw
ar

d-
lo

ok
in

g 
st

at
em

en
ts

 i
n 

th
is

pr
es

en
ta

tio
n 

in
cl

ud
e 

st
at

em
en

ts
 a

nd
 e

xp
ec

ta
tio

ns
 r

eg
ar

di
ng

 t
he

 t
im

in
g 

of
 t

he
 s

ep
ar

at
io

n,
 a

s 
w

el
l a

s 
N

iS
ou

rc
e'

s 
bu

si
ne

ss
fo

llo
w

in
g 

th
e 

se
pa

ra
tio

n 
an

d 
th

e 
le

ad
er

sh
ip

 o
f 

N
is

ou
rc

e 
an

d 
C

ol
um

bi
a 

P
ip

el
in

e 
G

ro
up

, 
In

c.
 f

ol
lo

w
in

g 
th

e 
se

pa
ra

tio
n.

F
ac

to
rs

 t
ha

t 
co

ul
d 

ca
us

e 
ac

tu
al

 r
es

ul
ts

 t
o 

di
ffe

r 
m

at
er

ia
lly

 f
ro

m
 t

he
 p

ro
je

ct
io

ns
, 

fo
re

ca
st

s,
 e

st
im

at
es

 a
nd

 e
xp

ec
ta

tio
ns

di
sc

us
se

d 
in

 t
hi

s 
pr

es
en

ta
tio

n 
in

cl
ud

e,
 a

m
on

g 
ot

he
r 

th
in

gs
, 

th
e 

tim
in

g 
to

 c
on

su
m

m
at

e 
th

e 
tr

an
sa

ct
io

ns
 d

es
cr

ib
ed

 h
er

ei
n;

th
e 

ris
k 

th
at

 a
 c

on
di

tio
n 

to
 c

on
su

m
m

at
io

n 
is

 n
ot

 s
at

is
fie

d;
 d

is
ru

pt
io

n 
to

 o
pe

ra
tio

ns
 a

s 
a 

re
su

lt 
of

 t
he

 p
ro

po
se

d
tr

an
sa

ct
io

ns
; 

th
e 

in
ab

ili
ty

 o
f 

on
e 

or
 m

or
e 

of
 t

he
 b

us
in

es
se

s 
to

 o
pe

ra
te

 i
nd

ep
en

de
nt

ly
 f

ol
lo

w
in

g 
th

e 
co

m
pl

et
io

n 
of

 t
he

pr
op

os
ed

 t
ra

ns
ac

tio
ns

; 
w

ea
th

er
; 

flu
ct

ua
tio

ns
 i

n 
su

pp
ly

 a
nd

 d
em

an
d 

fo
r 

en
er

gy
 c

om
m

od
iti

es
; 

gr
oM

h 
op

po
rt

un
iti

es
 f

or
N

iS
ou

rc
e'

5 
bu

si
ne

ss
es

; 
in

cr
ea

se
d 

co
m

pe
tit

io
n 

in
 d

er
eg

ul
at

ed
 e

ne
rg

y 
m

ar
ke

ts
; 

th
e 

su
cc

es
s 

of
 r

eg
ul

at
or

y 
an

d 
co

m
m

er
ci

al
in

iti
at

iv
es

; 
de

al
in

gs
 w

ith
 t

hi
rd

 p
ar

tie
s 

ov
er

 w
ho

m
 N

is
ou

rc
e 

ha
s 

no
 c

on
tr

ol
; 

ac
tu

al
 o

pe
ra

tin
g 

ex
pe

rie
nc

e 
of

 N
is

ou
rc

e'
s

as
se

ts
; 

th
e 

re
gu

la
to

ry
 p

ro
ce

ss
; 

re
gu

la
to

ry
 a

nd
 l

eg
is

la
tiv

e 
ch

an
ge

s;
 c

ha
ng

es
 i

n 
ge

ne
ra

l 
ec

on
om

ic
, 

ca
pi

ta
l 

an
d 

co
m

m
od

ity
m

ar
ke

t 
co

nd
iti

on
s;

 a
nd

 c
ou

nt
er

-p
ar

ty
 c

re
di

t 
ris

k,
 a

nd
 t

he
 m

at
te

rs
 s

et
 f

or
th

 in
 t

he
 "

R
is

k 
F

ac
to

rs
" 

se
ct

io
n 

in
 N

is
ou

rc
e'

s 
20

13
F

or
m

 1
0-

K
 a

nd
 s

ub
se

qu
en

t 
N

is
ou

rc
e 

fil
in

gs
 o

f 
F

or
m

 1
0-

Q
, 

m
an

y 
of

 w
hi

ch
 a

re
 b

ey
on

d 
th

e 
co

nt
ro

l 
of

 N
is

ou
rc

e.
 R

ea
de

rs
ar

e 
ca

ut
io

ne
d 

no
t 

to
 p

la
ce

 u
nd

ue
 r

el
ia

nc
e 

on
 t

he
se

 f
or

w
ar

d-
lo

ok
in

g 
sl

at
em

en
ts

, 
w

hi
ch

 s
pe

ak
 o

nl
y 

as
 o

f 
th

e 
da

te
 o

f 
th

is
pr

es
en

ta
tio

n.
 F

ut
ur

e 
ea

rn
in

gs
 a

nd
 o

th
er

 f
in

an
ci

al
 p

ro
je

ct
io

ns
 a

re
 i

llu
st

ra
tiv

e 
on

ly
 a

nd
 d

o 
no

t 
co

ns
tit

ut
e 

gu
id

an
ce

 b
y 

th
e

C
om

pa
ny

. 
N

iS
ou

rc
e 

ex
pr

es
sl

y 
di

sc
la

im
s 

a 
du

ty
 t

o 
up

da
te

 a
ny

 o
fth

e 
fo

rw
ar

d-
lo

ok
in

g 
st

at
em

en
ts

 c
on

ta
in

ed
 i

n 
th

is
D

re
se

nt
at

io
n.

T
he

re
 w

ill
 l

ik
el

y 
be

 d
iff

er
en

ce
s 

be
tw

ee
n 

th
e 

pr
oj

ec
te

d 
no

n-
G

M
P

 lo
ng

-t
er

m
 a

ve
ra

ge
 a

nn
ua

l g
ro

M
h 

ra
te

s 
pr

es
en

te
d

he
re

in
 a

nd
 t

he
ir 

G
A

A
P

 c
om

pa
ris

on
s.

 D
ue

 t
o 

th
e 

un
pr

ed
ic

ta
bi

lit
y 

of
 w

ea
th

er
 a

nd
 o

th
er

 f
ac

to
rs

, 
N

is
ou

rc
e 

w
ill

 n
ot

 b
e

pr
ov

id
in

g 
pr

oj
ec

te
d 

lo
ng

-t
er

m
 a

ve
ra

ge
 a

nn
ua

l 
G

A
A

P
 g

ro
w

th
 r

at
es

.

T
he

 p
la

nn
ed

 s
ep

ar
at

io
n 

of
 o

ur
 n

at
ur

al
 g

as
 p

ip
el

in
e 

an
d 

re
la

te
d 

bu
si

ne
ss

es
 i

s 
su

bj
ec

t 
to

 t
he

 s
at

is
fa

ct
io

n 
of

 a
 n

um
be

r 
of

co
nd

iti
on

s,
 i

nc
lu

di
ng

 t
he

 f
in

al
 a

pp
ro

va
l 

of
 N

iS
ou

rc
e'

s 
B

oa
rd

 o
f 
D

ire
ct

or
. 

T
he

re
 i

s 
no

 a
ss

ur
an

ce
 t

ha
t 

su
ch

 a
 s

ep
ar

at
io

n
w

ill
 in

 f
ac

t 
oc

cu
r.

B
>

9
qt

r?

sr
H

+
l 

O
a-

o

2



K
ey

 T
ak

ea
w

ay
s 

- 
Y

ea
r-

E
nd

 2
01

4

F
in

an
ci

al
 r

es
ul

ts
 o

f $
1 

.7
2 

pe
r 

sh
ar

e 
ex

ce
ed

 2
01

4 
gu

id
an

ce
*

D
el

iv
er

ed
 -

32
%

 t
ot

al
 s

ha
re

ho
ld

er
 r

et
ur

n

E
xe

cu
te

d 
a 

re
co

rd
 $

Z
.Z

 b
ill

io
n 

of
 c

ap
ita

l i
nv

es
tm

en
ts

S
ig

ni
fic

an
t 

re
gu

la
to

ry
 p

ro
gr

es
s,

 e
nh

an
ce

d 
in

fr
as

tr
uc

tu
re

 i
nv

es
tm

en
t 

in
ve

nt
or

y

O
rig

in
at

ed
 a

 n
um

be
r 

of
 t

ra
ns

fo
rm

at
io

na
l 

gr
ow

th
 p

ro
je

ct
s 

at
 C

ol
um

bi
a 

P
ip

el
in

e
G

ro
up

 (
C

P
G

)

C
om

pl
et

ed
 s

uc
ce

ss
fu

l 
IP

O
 o

f C
ol

um
bi

a 
P

ip
el

in
e 

P
ar

tn
er

s 
LP

N
iS

ou
rc

e/
C

P
G

 s
ep

ar
at

io
n 

on
 tr

ac
k 

fo
r 

m
id

-2
01

5

- 
P

ro
je

ct
ed

 p
os

t-
se

pa
ra

tio
n 

C
P

G
 a

ve
ra

ge
 a

nn
ua

l 
gr

ow
th

 r
at

e:
. 

M
id

-t
o-

up
pe

r-
te

en
s 

ad
ju

st
ed

 E
B

IT
D

A
 g

ro
w

th
 I 

D
iv

id
en

d 
gr

ow
th

 c
om

m
en

su
ra

te
w

ith
 E

B
IT

D
A

 g
ro

w
th

- 
P

ro
je

ct
ed

 p
os

t-
se

pa
ra

tio
n 

N
iS

ou
rc

e 
U

til
iti

es
 a

ve
ra

ge
 lo

ng
-t

er
m

 a
nn

ua
l 

gr
ow

th
 r

at
e:

. 
4-

60
/o

 e
ar

ni
ng

s 
gr

ow
th

 | 
4-

6%
 d

iv
id

en
d 

gr
oM

h

o
"Y

>
>

qf
f?

Ie
A

3A
 F

+
l 

o
a-

o

" 
N

et
 O

pe
ra

tin
g 

E
am

in
gs

 f
ro

m
 C

on
tin

ui
ng

 
O

pe
ra

tio
ns

 
(n

on
-G

A
A

P
);

 
F

or
 a

 r
ec

on
ci

lia
tio

n 
to

 G
A

A
P

, 
se

e 
S

ch
ed

u/
e 

1 
of

 t
he

 C
om

pa
ny

's
 

F
eb

. 
18

, 
20

1 
5 

E
ar

ni
ng

s 
R

e/
ea

se



Y
ea

r-
E

nd
 2

0 
14

 F
in

an
ci

al
 H

ig
hl

ig
ht

s

20
14

20
13

G
ha

ng
e.

N
et

 O
pe

ra
tin

g 
E

ar
ni

ng
s

fr
om

 C
on

tin
ui

ng
 O

pe
ra

tio
ns

 (
$n

n1
$5

42
.5

$4
93

.9
$4

8.
6

N
et

 O
pe

ra
tin

g 
E

ar
ni

ng
s 

P
er

 S
ha

re
$1

.7
2

$1
.5

8
$0

.1
 4

O
pe

ra
tin

g 
E

ar
ni

ng
s 

($
M

)
$1

 ,2
70

.3
$1

 ,
1 

46
.3

$'
12

4.
0

20
14

20
13

C
ha

ng
e-

In
co

m
e 

fr
om

 C
on

tin
ui

ng
 O

pe
ra

tio
ns

 (
$n

n1
$5

30
.7

$4
90

.9
$3

9.
8

E
ar

ni
ng

s 
P

er
 S

ha
re

$1
.6

8
$1

.5
7

$0
.1

 1

O
pe

ra
tin

g 
In

co
m

e 
($

M
)

$1
,2

62
.4

$1
 ,

1 
43

.4
$1

1e
.0

B
oB

qt
r?

:-
- 
o 

f,t
x+

 o
;a

 ?
+

l 
o

a-
o

* 
F

or
 a

 r
ec

on
ci

lia
tio

n 
to

 G
A

A
P

, 
se

e 
S

ch
ed

ur
e 

1 
of

 t
he

 C
om

pa
ny

's
 F

eb
. 

1 
8,

 2
01

5 
E

am
in

gs
 R

el
ea

se



F
in

an
ci

ng
 H

ig
hl

ig
ht

s

C
on

tin
ue

d 
st

ro
ng

 li
qu

id
ity

 p
os

iti
on

 o
f -

$7
20

M
 a

s 
of

 D
ec

. 
31

 ,2
01

4

-7
60

/0
 o

f 
in

fr
as

tr
uc

tu
re

 i
nv

es
tm

en
ts

 f
oc

us
ed

 o
n 

re
ve

nu
e-

ge
ne

ra
tin

g 
op

po
rt

un
iti

es
in

 2
01

4

T
ot

af
 d

eb
t 

to
 c

ap
ita

liz
at

io
n 

-6
20

/o
 a

s 
of

 D
ec

. 
31

 , 
20

14

C
re

di
t 

fa
ci

lit
ie

s 
in

 p
la

ce
 t

o 
su

pp
or

t 
po

st
-s

ep
ar

at
io

n 
op

er
at

io
ns

 a
t 

C
P

G
 a

nd
 N

iS
ou

rc
e

- 
$t

.5
B

, 
fiv

e-
ye

ar
 f

ac
ili

ty
 a

t 
bo

th
 N

is
ou

rc
e 

an
d 

C
P

G
 e

ffe
ct

iv
e 

up
on

 s
ep

ar
at

io
n;

 $
50

0M
 f

ac
ili

ty
at

 C
P

P
L 

ef
fe

ct
iv

e 
at

 IP
O

S
ep

ar
at

io
n 

re
ca

pi
ta

liz
at

io
n 

pr
oc

es
s 

to
 c

om
m

en
ce

 i
n 

se
co

nd
 q

ua
rt

er
- 

E
xp

ec
t 

to
 m

ai
nt

ai
n 

cu
rr

en
t i

nv
es

tm
en

t-
gr

ad
e 

cr
ed

it 
ra

tin
gs

 a
t 

bo
th

 c
om

pa
ni

es

dF
8

p5
A

JA
 X

{>
 

o
a-

o
sT

to
)

5



C
ol

um
bi

a 
P

ip
el

in
e 

G
ro

up
 - 

Y
ea

r-
E

nd
 2

A
M

. 
O

pe
ra

tin
g 

ea
rn

in
gs

 $
49

0.
7M

 i
n 

20
14

 v
s.

 $
44

1.
2M

 i
n 

20
13

.
. 

-$
32

0M
 m

od
er

ni
za

tio
n 

co
st

-r
ec

ov
er

y 
fil

in
g 

m
ad

e 
w

ith
 t

he
 F

E
R

C
; 

re
co

ve
ry

 b
eg

an
 F

eb
ru

ar
y 

20
15

. 
C

om
pl

et
ed

 m
or

e 
th

an
 $

30
0M

, 
1.

1 
bi

lli
on

 c
ub

ic
 f

ee
t 

in
 r

eg
ul

at
ed

 s
ys

te
m

 e
xp

an
si

on
 p

ro
je

ct
s 

in
 2

01
4

. 
A

dv
an

ci
ng

 c
om

m
er

ci
al

 d
is

cu
ss

io
ns

 f
or

 p
ro

po
se

d 
M

ou
nt

ai
ne

er
 X

P
re

ss
 a

nd
 G

ul
f 

X
P

re
ss

 p
ro

je
ct

s
. 

20
15

 c
ap

ita
l 

in
ve

st
m

en
t 

pl
an

: 
-$

1.
18

Lo
ok

in
g 

A
he

ad
:

P
ro

je
ct

E
as

t 
S

id
e 

E
xp

an
si

on

K
ey

 C
om

po
ne

nt
s

. 
M

ar
ce

llu
s 

pr
od

uc
tio

n 
ac

ce
ss

 t
o 

E
as

t 
C

oa
st

 &
 M

id
-A

tla
nt

ic
 m

ar
ke

ts
 .

. 
-3

15
 m

ill
io

n 
cu

bi
c 

fe
eV

da
y

. 
-$

27
5M

 i
nv

es
tm

en
t

S
ta

tu
s

F
E

R
C

 a
pp

ro
va

l 
re

ce
iv

ed
 in

D
ec

.2
01

4
. 

P
ro

je
ct

ed
 in

 s
er

vi
ce

 Q
3 

20
15

Le
ac

h 
X

P
re

ss
 &

R
ay

ne
 X

P
re

ss
 P

ro
je

ct
s

. 
M

aj
or

 n
ew

 p
at

hw
ay

 f
or

 M
ar

ce
llu

s 
an

d 
U

tic
a 

S
ha

le
 p

ro
du

ct
io

n
. 

-1
.5

 b
ill

io
n 

cu
bi

c 
fe

eU
da

y 
on

 C
ol

um
bi

a 
T

ra
ns

m
is

si
on

. 
-1

 b
ill

io
n 

cu
bi

c 
fe

eU
da

y 
on

 C
ol

um
bi

a 
G

ul
f

. 
-$

1,
88

 i
nv

es
tm

en
t

. 
P

ro
je

ct
ed

 in
 s

er
vi

ce
 Q

4 
20

17

W
B

 X
P

re
ss

 P
ro

je
ct

A
cc

es
s 

to
 E

as
t 

C
oa

st
 m

ar
ke

ts
, 

in
cl

ud
in

g 
C

ov
e 

P
oi

nt
 L

N
G

ex
po

rt
 t

er
m

in
al

-1
.3

 b
ill

io
n 

cu
bi

c 
fe

eU
da

y
-$

87
0M

 i
nv

es
tm

en
t

. 
P

ro
je

ct
ed

 in
 s

er
ui

ce
 Q

4 
20

18

C
ol

um
bi

a 
M

id
st

re
am

P
ro

je
ct

s
B

ig
 P

in
e 

E
xp

an
si

on
 p

ro
je

ct
 w

ill
 a

dd
 u

p 
to

 1
75

 m
ill

io
n 

cu
bi

c
fe

eV
da

y 
(-

$0
S

tu
t 

in
ve

st
m

en
t)

W
as

hi
ng

to
n 

C
ou

nt
y 

G
at

he
rin

g 
pr

oj
ec

t 
in

cl
ud

es
 a

dd
iti

on
al

 g
at

he
rin

g
an

d 
co

m
pr

es
si

on
 f

ac
ili

tie
s 

ad
di

ng
 u

p 
to

 2
40

 m
ill

io
n 

cu
bi

c 
fe

eU
da

y
(-

$1
 2

0M
 t

ot
al

 in
ve

st
m

en
t)

B
ig

 P
in

e 
E

xp
an

si
on

 p
ro

je
ct

ed
 in

 s
er

vi
ce

Q
3 

20
15

F
irs

t 
ph

as
e 

of
 W

as
hi

ng
to

n 
C

ou
nt

y
G

at
he

rin
g 

pr
oj

ec
te

d 
in

 s
er

vi
ce

 b
y 

Y
E

20
15

, 
w

ith
 a

dd
iti

on
al

 e
xp

an
si

on
 e

xp
ec

te
d

O
th

er
 I

n-
P

ro
gr

es
s 

G
ro

M
h

an
d 

M
od

er
ni

za
tio

n 
P

ro
ie

ct
s

. 
E

xp
an

di
ng

 m
ix

 o
f 

ne
w

 a
nd

 o
ng

oi
ng

 in
ve

st
m

en
ts

 t
o 

su
pp

or
t 

co
nt

in
ue

d
sy

st
em

 e
xp

an
si

on
 a

nd
 m

od
er

ni
za

tio
n

. 
C

om
pl

et
e 

de
ta

ils
 a

va
ila

bl
e 

in
 A

pp
en

di
x 

on
sl

id
es

 1
7-

18

:P
>

9
qf

f?
[9

4
o6

4
+

l 
o

a-
o

' N
@

-G
A

A
P

, 
F

or
 a

 E
@

nc
lla

ti@
 l

o 
G

M
P

, 
&

. 
S

de
&

tle
 2

 o
l 

th
e 

C
.ip

6D
/s

 F
eb

. 
18

, 
20

15
 E

an
i.g

s 
F

la
lc

as
.



E
fe

ct
ric

 O
pe

ra
tio

ns
 -

 Y
ea

r-
E

nd
 2

01
4

O
pe

ra
tin

g 
ea

rn
in

gs
 $

28
7.

7M
in

20
14

 v
s.

 $
26

5.
3M

 i
n 

20
13

.
F

G
D

 o
n 

S
ch

ah
fe

r 
U

ni
t 

15
 p

la
ce

d 
in

 s
er

vi
ce

 o
n 

tim
e 

an
d 

on
 b

ud
ge

t 
in

 D
ec

em
be

r 
20

14
20

15
 c

ap
ita

l 
in

ve
st

m
en

t 
pl

an
: 

-$
40

0M

Lo
ok

in
g 

A
he

ad
:

H
ig

hl
ig

ht
 

K
ey

 C
om

po
ne

nt
s

E
le

ct
ric

 S
ys

te
m

 M
od

er
ni

za
tio

n 
. 

S
ev

en
-y

ea
r,

 -
$1

 .1
 B

 in
ve

st
m

en
t 

fo
cu

se
d 

on
 r

ep
la

ci
ng

 p
ol

es
,

P
ro

gr
am

 
tr

an
sf

or
m

er
s 

an
d 

ot
he

r 
re

la
te

d 
eq

ui
pm

en
t

. 
20

15
 i

nv
es

tm
en

ts
 p

ro
je

ct
ed

 a
t 

-$
67

M

a a a

S
ta

tu
s

. 
20

15
 in

ve
st

m
en

t 
pl

an
s 

ap
pr

ov
ed

 b
y 

IU
R

C

E
le

ct
ric

 G
en

er
at

in
g 

P
la

nt
E

nv
iro

nm
en

ta
l 

In
ve

st
m

en
ts

. 
-$

85
0M

 i
n 

to
ta

le
nv

iro
nm

en
ta

l 
in

ve
st

m
en

ts
. 

S
ch

ah
fe

r 
F

lu
e 

G
as

 D
es

ul
fu

riz
at

io
n 

(F
G

D
) 

in
ve

st
m

en
ts

: 
U

ni
ts

 1
4 

&
. 

M
ic

hi
ga

n 
C

ity
 F

G
D

: 
U

ni
t 

12
. 

E
nh

an
ce

d 
m

er
cu

ry
 a

nd
 p

ar
tic

ul
at

e 
co

nt
ro

ls
 (

M
A

T
S

)

S
ch

ah
fe

r 
U

ni
t 

14
 in

 s
er

vi
ce

S
ch

ah
fe

r 
U

ni
t 

15
 in

 s
er

vi
ce

M
A

T
S

 c
on

tr
ol

s 
in

 p
la

ce
/u

nd
er

 c
on

st
ru

ct
io

n
M

ic
hi

ga
n 

C
ity

 U
ni

t 
12

 o
n 

pl
an

 f
or

co
m

pl
et

io
n 

by
 y

ea
r-

en
d 

20
15

15
 

.

E
le

ct
ric

 T
ra

ns
m

is
si

on
 S

ys
te

m
E

nh
an

ce
m

en
t 
- 

R
ey

no
ld

s 
to

T
op

ek
a 

P
ro

je
ct

1 
00

-m
ile

, 
34

5-
kV

 t
ra

ns
m

is
si

on
 p

ro
je

ct
$2

50
M

-$
30

0M
 i

nv
es

tm
en

t
P

ro
je

ct
ed

 in
 s

er
vi

ce
 la

tte
r 

pa
rt

 o
f 

20
18

C
on

st
ru

ct
io

n 
to

 b
eg

in
 in

 1
H

 2
01

5
R

ig
ht

 o
f 

w
ay

 a
cq

ui
si

tio
n 

in
 p

ro
gr

es
s

S
ta

ke
ho

ld
er

 o
ut

re
ac

h 
co

nt
in

ue
s

E
le

ct
ric

 T
ra

ns
m

is
si

on
 S

ys
te

m
E

nh
an

ce
m

en
t 
- 

R
ey

no
ld

s 
to

G
re

en
to

w
n 

(J
oi

nt
 P

ro
je

ct
)

-7
0-

m
ile

, 
76

5-
kV

 t
ra

ns
m

is
si

on
 p

ro
je

ct
$3

00
M

-$
40

0M
 i

nv
es

tm
en

t 
(N

IP
S

C
O

 p
or

tio
n 

$1
 5

0M
-$

20
0M

)
P

ro
je

ct
ed

 i
n 

se
rv

ic
e 

la
tte

r 
pa

rt
 o

f 
20

18

F
in

al
 r

ou
te

 s
el

ec
te

d
R

ig
ht

 o
f 

w
ay

 a
cq

ui
si

tio
n 

in
 p

ro
gr

es
s

S
ta

ke
ho

ld
er

 o
ut

re
ac

h 
co

nt
in

ue
s

Lo
ng

te
rm

 I 
nf

ra
st

ru
ct

ur
e

ln
ve

st
m

en
ts

. 
-$

10
B

 e
xp

ec
te

d 
lo

ng
te

rm
 p

ro
gr

am
, 

in
cl

ud
in

g 
sy

st
em

 m
od

er
ni

za
tio

n,
en

vi
ro

nm
en

ta
l 

up
gr

ad
es

 a
nd

 t
ra

ns
m

is
si

on
 p

ro
je

ct
s

. 
C

om
pl

et
e 

pr
og

ra
m

 u
pd

at
e 

ou
tli

ne
d 

in
A

pp
en

di
x 

on
 s

lid
e 

19

o
3"

F
A

S
ix

(o
l:l

o6
#

+
? 

o
a-

o
s'

n 
o)

'N
@

-G
M

P
. 

F
ot

 E
 @

N
ili

.n
@

 b
 G

M
P

, 
@

e 
S

ch
du

l' 
2 

of
 t

h.
 C

on
pa

ny
 s

 F
eb

 1
3,

 2
01

5 
E

at
nk

gs
 t

i€
t 

as
a

7



N
iS

ou
rc

e 
G

as
 D

is
tr

ib
ut

io
n 

- 
Y

ea
r-

E
nd

 2
01

4

a a o a

O
pe

ra
tin

g 
ea

rn
in

gs
 $

51
7.

4M
 i

n 
20

14
 v

s.
 $

44
8.

8M
 i

n 
20

13
"

N
ew

 r
at

es
 in

 e
ffe

ct
 a

t 
C

ol
um

bi
a 

G
as

 o
f 

P
en

ns
yl

va
ni

a 
- 

$3
3 

m
ill

io
n 

an
nu

al
 r

ev
en

ue
 i

nc
re

as
e

-3
25

 m
ile

s 
of

 p
rio

rit
y 

pi
pe

 r
ep

la
ce

d 
du

rin
g 

ye
ar

20
15

 c
ap

ita
l 

in
ve

st
m

en
t: 

-$
90

0M

Lo
ok

in
g 

A
he

ad
:

H
ig

hl
ig

ht

C
ol

um
bi

a 
G

as
 o

f
M

as
sa

ch
us

et
ts

 P
rio

rit
y 

P
ip

e
R

ep
la

ce
m

en
t 

P
la

n

K
ey

 C
om

po
ne

nt
s

. 
R

ec
ov

er
y 

of
 p

la
nn

ed
 2

01
5 

in
ve

st
m

en
ts

 t
ar

ge
te

d 
to

 b
eg

in
 o

n 
M

ay
 1

,

20
15

S
ta

tu
s

. 
P

la
n 

fil
ed

 w
ith

 t
he

 P
U

C
. 

R
ec

ov
er

y 
ex

pe
ct

ed
 t

o 
be

gi
n 

on
M

ay
 1

,2
01

5

C
ol

um
bi

a 
G

as
 o

f 
V

irg
in

ia
B

as
e 

R
at

e 
C

as
e

. 
F

ile
d 

A
pr

il 
30

, 
20

14
. 

S
et

tle
m

en
t 

re
ac

he
d 

in
 D

ec
. 

20
15

: 
-$

25
 m

ill
io

n 
pr

op
os

ed
 r

ev
en

ue
in

cr
ea

se
 in

cl
ud

in
g 

pi
pe

lin
e 

sa
fe

ty
 p

ro
gr

am
 r

ec
ov

er
y

. 
S

up
po

rt
s 

m
ul

ti-
ye

ar
 s

ys
te

m
 m

od
er

ni
za

tio
n 

pr
og

ra
m

, 
gr

oM
h 

an
d 

sa
fe

ty
in

ve
st

m
en

ts

. 
S

et
tle

m
en

t 
fil

ed
 in

 D
ec

.2
01

4
. 

F
in

al
de

ci
si

on
 

ex
pe

ct
ed

 i
n 

Q
1 

20
15

N
IP

S
C

O
 N

at
ur

al
G

as
 S

ys
te

m
 .

M
od

er
ni

za
tio

n 
P

ro
gr

am
S

ev
en

-y
ea

r 
pl

an
 f

oc
us

ed
 o

n 
sy

st
em

 m
od

er
ni

za
tio

n 
an

d 
sy

st
em

ex
te

ns
io

ns
 t

o 
ru

ra
l 

cu
st

om
er

s

-$
84

0M
 i

nv
es

tm
en

t, 
up

 f
ro

m
 t

he
 in

iti
al

$7
10

M
 a

pp
ro

ve
d

20
15

 in
ve

st
m

en
ts

 p
ro

je
ct

ed
 a

t 
-$

12
0M

. 
20

15
 i

nv
es

tm
en

t 
pl

an
s 

ap
pr

ov
ed

 b
y 

lU
R

0

In
fr

as
tr

uc
tu

re
M

od
er

ni
za

tio
n 

ln
ve

st
m

en
ts

. 
-$

20
8+

 e
xp

ec
te

d 
lo

ng
-t

er
m

 p
ro

gr
am

 a
cr

os
s 

se
rv

ic
e 

te
rr

ito
ry

. 
C

om
pl

et
e 

pr
og

ra
m

 u
pd

at
e 

ou
tli

ne
d 

in
A

pp
en

di
x 

on
 s

lid
e 

20

tia
'tl

dr
4,

IP
. 

tu
a 

,r
fft

lia
lt'

 to
 G

M
P

, 
@

 s
r,

te
di

tb
 2

 d
 U

e 
C

or
pm

y 
s 

F
€b

,1
8,

 N
15

E
 'in

gs
 R

el
ea

s€

8



N
iS

ou
rc

e 
K

ey
 T

ak
ea

w
ay

s 
- 

20
15

D
el

iv
er

 o
n 

cu
rr

en
t 

N
iS

ou
rc

e 
bu

si
ne

ss
 s

tr
at

eg
y

- 
C

on
tin

ue
d 

ex
ec

ut
io

n 
of

 in
fr

as
tr

uc
tu

re
 i

nv
es

tm
en

ts
, 

re
gu

la
to

ry
 s

tr
at

eg
y,

 p
ro

je
ct

 o
rig

in
at

io
n

- 
-$

2.
4B

 c
ap

ita
l 

in
ve

st
m

en
ts

 p
la

nn
ed

 a
cr

os
s 

C
P

G
 a

nd
 N

iS
ou

rc
e 

U
til

iti
es

 i
n 

20
15

. 
C

P
G

: 
-$

1.
18

 | 
N

IP
S

C
O

 E
le

ct
ric

: 
-$

40
0M

 I 
N

G
D

: 
-$

90
0M

E
xe

cu
te

 t
he

 N
iS

ou
rc

e/
C

P
G

 s
ep

ar
at

io
n 

in
 m

id
-2

01
5

- 
In

iti
al

 F
or

m
 1

0 
R

eg
is

tr
at

io
n 

S
ta

te
m

en
t 

fil
ed

- 
E

xp
er

ie
nc

ed
 l

ea
de

rs
hi

p 
an

d 
op

er
at

io
na

l 
te

am
s 

in
 p

la
ce

 f
or

 b
ot

h 
co

m
pa

ni
es

- 
R

ev
ol

vi
ng

 c
re

di
t 

fa
ci

lit
ie

s 
in

 p
la

ce
; 

re
ca

pi
ta

liz
at

io
n 

to
 b

eg
in

 i
n 

se
co

nd
 q

ua
rt

er

s



S
up

pl
em

en
ta

l
S

lid
es

P
re

de
ce

ss
or

 F
ou

rt
h 

Q
ua

rt
er

 &
Y

ea
r-

E
nd

 2
01

4 
E

ar
ni

ng
s

F
eb

ru
ar

y 
18

, 
?0

15

C
ol

um
bi

a
P

ip
el

in
e 

P
ar

tn
er

s



o
oc
(E

CL

oc
o)
o-

CL

.g
-o
E
5
o(J

GAS-ROR-OO6
Attachment F

Page 33 of44

oL
o
F
-+,L
G
o-
o

.=
ro
.g
o-
.g
-cl
L
IIJ

6o



C
ol

um
bi

a 
P

ip
el

in
e 

P
ar

tn
er

s

. 
-5

4M
 u

ni
ts

 o
ffe

re
d 

at
 $

23
 e

ac
h 

- 
-$

1.
28

 o
ffe

rin
g

. 
$5

00
M

 r
ev

ol
vi

ng
 c

re
di

t 
fa

ci
lit

y 
in

 p
la

ce
, 

ef
fe

ct
iv

e 
at

 IP
O

*'
 F

or
 a

 r
ec

on
ci

lia
tio

n 
to

 G
A

A
P

, 
se

e 
S

ch
ed

u/
e 

1 
of

 t
he

 C
ol

um
bi

a 
P

ip
el

in
e 

P
af

tn
er

s 
F

eb
. 

18
, 

20
1 

5 
E

ar
ni

ng
s 

R
e,

ea
se

B
o9

6f
fc

,)
e+

d
o 

o'
i-

+
>

 
o

5-
O

5'
T

l 
O

)

P
ip

el
in

e 
P

ar
tn

er
s

12
C

ol
um

bi
a



GAS-ROR-OO6
Attachment F
Page 35 of44

Ec
uJ
t:-
(E

.0)

od=. \.,
6g N

\)t
:c @}Y'= r
Jq t .
*llJ GEs 3J- -Ooa o
LL C! tL

.x!t
tr
o
CL
CL

oot-
IlJ
o
9,z



C
ap

ita
l E

xp
en

di
tu

re
s 

($
w

l1

$2
,{

84
M

20
14

$2
,4

05
M

20
15

nG
as

 D
is

tr
ib

ut
io

n 
H

E
le

ct
ric

 n
P

ip
el

in
e 

G
ro

up
 x

C
or

po
ra

te

ga
i

3t
 x

+
f 

o
5-

O
5'

T
t 

O
)

14



C
ap

ita
liz

at
io

n 
($

tv
tl

.u
;

D
eb

t
E

qu
ity

T
ot

al
D

eb
t

E
qu

ity
T

ot
al

u 
Lo

ng
-T

er
m

 D
eb

t
$ 

8,
15

5.
9

$
$ 

8,
1s

5.
9

$ 
7,

59
3.

2
$

$ 
7,

59
3.

2

' 
S

ho
rt

-T
er

m
 D

eb
t

r
1.

29
2.

6
1,

29
2.

6
43

3.
6

43
3.

6

S
al

e 
of

 A
/R

28
4.

3
28

4.
3

26
5.

1
26

5.
1

1.
 C

ur
re

nt
 P

or
tio

n 
of

'. 
Lo

ng
-T

er
m

 D
eb

t
26

6.
6

26
6.

6
54

2.
1

54
2.

1

D
-' f 

C
om

m
on

 E
qu

ity
6,

17
5.

3
6,

17
5.

3
5.

88
6.

6
5,

88
6.

6

:

T
ot

al
 C

ap
ita

liz
at

io
n

P
er

 B
al

an
ce

 S
he

et
$ 

9,
99

9.
4

$ 
6,

17
5.

3
$ 

16
,1

74
.7

$ 
8,

83
4.

0
$ 

5,
88

6.
6

$1
4,

72
0.

6

I
%

 o
f 

G
ap

ita
liz

at
io

n
P

er
 B

al
an

ce
 S

he
et

61
.8

%
38

.2
o/

o
10

0.
0%

60
.0

%
40

.0
%

10
0.

0%

.$
F

fr
;e

x
JA

 X
+

f 
O

a-
o

15



GAS-ROR-O06
Attachment F
Page 38 of 44

@

@

oN
Lo
-o
Eo
o-o(t)

/-r

=eY
,=p
-J
ct

IIJ
+,
tr
ot-f-
=o



C
P

G
 R

eg
ul

at
ed

 P
ip

el
in

e 
&

 S
to

ra
ge

 G
ro

w
th

 U
pd

at
e 

-

P
ro

ie
ct

M
ar

ce
llu

s:
 D

el
iv

er
 M

ar
ce

llu
s 

su
pp

lie
s 

to
 m

ul
tip

le
 m

ar
ke

ts
 w

ith
 e

xp
an

de
d 

co
m

pr
es

si
on

 a
t 

M
in

is
in

k
(+

15
0 

M
D

th
/D

ay
)a

nd
 

H
an

co
ck

 (
+

17
5 

M
D

th
/D

ay
)

-$
35

M
2Q

',1
4

G
as

 G
en

er
at

io
n:

 E
xp

an
si

on
 s

er
vi

ng
 V

irg
in

ia
 P

ow
el

s 
ne

w
 1

,3
00

 M
W

 p
la

nt
 (

25
0 

M
D

th
/D

ay
)

W
es

t 
S

id
e 

E
xp

an
si

on
* 

-$
20

0M
 

4Q
'1

4
M

ar
ce

llu
s:

 T
ra

ns
po

rl 
su

pp
ly

 t
o 

th
e 

G
ul

f 
C

oa
st

 a
nd

 g
ro

w
in

g 
S

ou
th

ea
sl

 M
ar

ke
ts

 ?
5a

0 
M

D
th

/D
ay

)

-$
40

M
G

ife
s 

C
ou

nt
y 

(C
P

G
 $

25
M

 -
 C

G
V

 $
15

M
) 

4Q
'1

4
G

as
 C

on
ve

rs
io

n:
 P

ip
el

in
e 

ex
te

ns
io

n 
to

 s
er

ve
 c

oa
l-t

o-
na

tu
ra

l 
ga

s 
bo

ite
r 

co
nv

er
si

on
 (

-4
5 

M
D

th
/D

ay
) 

'

Li
ne

 1
57

0 
-$

20
M

M
ar

ce
llu

s:
 l

nc
re

as
ed

 t
ak

ea
w

ay
 c

ap
ac

ity
 (

-1
00

 M
D

th
/D

ay
)

4Q
.'1

4

E
as

t 
S

id
e 

E
xp

an
si

on
 

-$
27

5M
 

3Q
'1

5
M

ar
ce

llu
s:

 C
on

ne
ct

 n
of

th
er

n 
M

ar
ce

llu
s 

su
pp

lie
s 

to
 N

of
th

ea
st

 
an

d 
M

id
-A

tla
nt

ic
 M

ar
ke

ts
(-

31
5 

M
D

th
/D

ay
)

K
en

tu
ck

y 
P

ow
er

 P
la

nt
-$

25
M

2Q
'1

6
G

as
 C

on
ve

rs
io

n:
 E

xp
an

si
on

 
pr

oj
ec

t 
fo

 s
er

ye
 g

as
-f

ire
d 

po
w

er
 p

la
nt

 i
n 

K
en

tu
ck

y 
(-

70

U
tic

a 
A

cc
es

s 
P

ro
je

ct
-$

50
M

4Q
'1

6i
'i.

'l"
-S

-M
ile

 g
re

en
fie

ld
 p

ip
el

in
e 

to
 t

ra
ns

po
rt

 g
ro

w
in

g 
su

pp
ly

 o
nt

o 
ex

is
tin

g 
C

ol
um

bi
a 

G
as

 li
ne

(-
20

5 
M

D
th

/D
ay

)
-$

1.
8B

(R
ay

ne
 $

38
0M

 -
 L

ea
ch

 $
1.

4B
)

4Q
'1

7
M

ar
ce

llu
s 

/ 
U

tic
a:

 F
ac

ili
ta

te
s 

tr
an

sp
or

ta
tio

n 
of

 M
ar

ce
llu

s 
an

d 
U

tic
a 

pr
od

uc
tio

n 
to

 m
ar

ke
ts

 o
n

C
ol

um
bi

a 
G

as
 (

-1
.5

 B
cf

/D
ay

) 
an

d 
C

ol
um

bi
a 

G
ul

f 
(-

1 
.0

 B
cf

/D
ay

)

M
ill

en
ni

um

C
ap

E
x

-$
90

M
 (

N
l: 

$4
5M

)

In
-S

er
vi

ce

2Q
'1

3 
&

 1
Q

'1
4

W
ar

re
n 

C
ou

nt
y

W W W w % * w
R

ay
ne

 /
 L

ea
ch

 X
P

re
ss

C
am

er
on

 A
cc

es
s 

P
ro

je
ct

W
B

 X
P

re
ss

-$
87

0M
4Q

'1
8

M
ar

ce
llu

s 
/ 

U
tic

a:
 l

nc
re

m
en

ta
l 

tr
an

sp
or

t 
ca

pa
ci

ty
 t

o 
m

ov
e 

gr
ow

in
g 

pr
od

uc
tio

n 
to

 v
ar

io
us

 m
ar

ke
ts

ac
ro

ss
 C

P
G

's
 W

B
 l

in
e 

(-
1 

3 
B

cf
/D

ay
)

M
ou

nt
ai

ne
er

 a
nd

 G
ul

f 
X

P
re

ss
 

T
B

D
 

T
B

D
M

ar
ce

llu
s 

/ 
U

tic
a:

 l
nc

re
m

en
ta

l 
ca

pa
ci

ty
 f

ro
m

 O
H

, 
S

W
, 

P
A

, 
an

d 
W

V
 t

o 
T

C
O

 p
oo

l 
an

d 
Le

ac
h

(-
2.

7 
B

cf
/D

ay
)

-$
31

0M
1Q

'1
8

T
ra

ns
po

rt
 

su
pp

/ie
s 

fr
om

 n
um

er
ou

s 
ba

sr
ns

 i
nt

o 
C

am
er

on
's

 L
N

G
 fa

ci
lit

y 
vi

a 
a 

ne
w

 p
ip

el
in

e 
an

d
ad

di
tio

na
l c

om
pr

es
si

on
. 

(-
 8

00
 M

D
th

/D
ay

)

C
ol

um
bi

a 
G

as
 M

od
er

ni
za

tio
n 

$3
00

M
/Y

r.
 2

01
3 

- 
20

17
 3

 i
F

E
R

C
 a

pp
ro

ve
d 

(1
/2

01
3)

 -
 5

-Y
ea

r 
se

ttl
em

en
t 

ag
re

em
en

t 
(w

ith
 p

ot
en

tia
l a

!
ex

te
ns

io
n 

pr
ov

is
io

ns
) 

to
 e

xe
cu

te
 a

 c
om

pr
eh

en
si

ve
, 

ba
la

nc
ed

 a
nd

 
i 

+
tr

an
sp

ar
en

t 
pi

pe
lin

e 
m

od
em

iz
at

io
n 

pr
og

ra
m

. 
A

pp
ro

xi
m

at
el

y 
$6

20
M

 o
f 

ne
w

fa
ci

lit
ie

s 
ha

ve
 b

ee
n 

pl
ac

ed
 i

n 
se

rv
ic

e 
du

rin
g 

th
e 

fir
st

 t
w

o 
ye

ar
s 

of
 t

he
pr

og
ra

m
.

* 
T

he
 A

le
xa

nd
ria

 c
om

pr
es

si
on

 p
or

tio
n 

of
 C

ol
um

bi
a 

G
ul

f 
s 

W
es

t 
S

id
e 

17
E

xp
an

si
on

 w
ill

 b
e 

pl
ac

ed
 i

n 
se

rv
ic

e 
in

 Q
3 

20
15

o a o)

C
he

sa
pe

ak
e 

LN
G

 
-$

30
M

 
T

hr
ee

 P
ha

se
s:

 2
01

3 
- 

20
't5

F
ac

ili
ty

 lJ
pg

ra
de

: 
M

ul
ti-

ph
as

ed
 p

ro
je

ct
 o

ve
r 

th
re

e 
ye

ar
s 

to
 u

pg
ra

de
 a

nd
 m

ai
nt

ai
n 

se
rv

ic
e 

to
 e

xi
st

in
g 

"
cu

sl
om

er
s 

(-
1 

20
 M

D
th

/D
ay

)
/:

C
om

pl
et

e

k
ln

 E
xe

cu
tio

n

In
 D

ev
el

op
m

en
t



C
P

G
 M

id
st

re
am

 &
 M

in
er

al
s 

G
ro

w
th

 U
pd

at
e

P
ro

ie
ct

M
aj

or
sv

ill
e

M
ar

ce
llu

s:
 

G
at

he
rs

 w
et

 g
as

 t
o 

pr
oc

es
si

ng
 f

ac
ili

ty
 a

nd
 p

ro
vi

de
s 

do
w

ns
tr

ea
m

 p
ip

el
in

e
m

ar
ke

t 
ac

ce
ss

 w
ith

 a
dd

iti
on

al
 p

ip
el

in
e 

an
d 

co
m

pr
es

sr
on

 
as

se
ls

 (
-3

25
 M

D
th

/D
ay

)

B
ig

 P
in

e 
G

at
he

rin
g

-$
16

5M
2Q

'{3
M

ar
ce

llu
s:

 -
60

 m
ile

s 
of

 p
ip

el
in

e 
w

ith
 m

ul
tip

le
 i

nt
er

st
at

e 
co

nn
ec

tio
ns

 (
-4

25
 M

D
th

/D
ay

)

4Q
'1

3 
&

 2
Q

'1
4

2Q
',1

5

P
en

na
nt

 J
V

 -
H

ic
ko

ry
 B

en
d

G
at

he
rin

g/
P

ro
ce

ss
in

g 
-$

33
0M

 (
N

l 
=

 -
$1

65
M

)

C
ol

um
bi

a 
M

id
st

re
am

G
ro

up
 l

nt
er

co
nn

ec
ts

-$
10

M

U
tic

a:
 -

45
 m

ile
s 

of
 p

ip
el

in
e 

(5
00

 M
D

th
/D

ay
) 

an
d 

an
 N

G
L 

pr
oc

es
si

ng
 f

ac
ili

ty
 (

20
0

M
D

th
/D

ay
);

 p
ip

el
in

es
 a

nd
 N

G
L 

pr
oc

es
si

ng
 f

ac
ili

ty
 c

om
pl

et
e

P
en

na
nt

 J
V

 -
N

G
L 

P
ip

el
in

e
-$

60
M

 (
N

l=
 -

$3
0M

)
4Q

',1
4

U
tic

a:
 P

ip
el

in
e 

de
ve

lo
pm

en
t 

to
 t

ra
ns

po
ti 

N
G

Ls
 f

ro
m

 th
e 

H
ic

ko
ry

 B
en

d 
pr

oc
es

si
ng

fa
ci

lit
y 

to
 K

en
si

ng
to

n;
 c

ap
ac

ity
 o

f 
th

e 
ga

s 
liq

ui
ds

 p
ip

el
in

e 
is

 e
xp

ec
te

d 
to

 b
e 

up
 to

 -9
0K

ba
ne

ls
 a

 d
ay

M
ar

ce
llu

s:
 l

nt
er

co
nn

ec
ts

 a
lo

ng
 t

he
 B

ig
 P

in
e 

G
at

he
rin

g 
S

ys
fe

m
 t

o 
tr

an
sp

od
 n

ew
su

pp
/ie

s

B
ig

 P
in

e 
E

xp
an

si
on

 
-$

65
M

3Q
'1

5
M

ar
ce

llu
s:

 A
 1

O
-m

ile
, 

20
-in

ch
 l

at
er

al
 t

o 
B

lu
es

to
ne

 P
ro

ce
ss

in
g 

P
la

nt
 a

nd
 i

nc
re

m
en

ta
l

co
m

pr
es

si
on

 o
n 

B
ig

 P
in

e 
(-

17
5 

M
D

th
/D

ay
)

W
as

hi
ng

to
n 

C
ou

nt
y

G
at

he
rin

g
-$

12
0M

T
w

o 
P

ha
se

s:
 2

01
5 

-2
01

8
M

ar
ce

llu
s:

 
G

re
en

fie
ld

 g
at

he
rin

g 
sy

st
em

 in
 W

as
hi

ng
to

n 
C

ou
nt

y,
 P

A
 t

o 
ga

th
er

 w
el

lh
ea

d
pr

od
uc

tio
n

U
tic

a 
M

in
er

al
s

A
rr

an
ge

m
en

t
E

xe
cu

tin
g 

D
ril

lin
g

P
ro

gr
am

P
en

na
nt

 J
V

 -
P

ha
se

 l
l

lJ
tic

a:
 J

oi
nt

 d
ev

el
op

m
en

t 
w

ith
 H

ilc
or

p 
to

 e
xt

ra
ct

 v
al

ue
 f

ro
m

 a
 c

om
bi

ne
d

ac
re

ag
e 

of
 m

in
er

al
 ig

ht
s 

- 
dr

ill
in

g 
st

af
te

d 
in

 2
01

3.
 P

ro
du

ct
io

n 
vo

lu
m

es
de

di
ca

te
d 

to
 P

en
na

nt
 J

V
-H

ic
ko

ry
 B

en
d

P
ot

en
tia

l 
M

in
er

al
s 

O
pp

or
tu

ni
tie

s 
U

nd
er

 E
va

lu
at

io
n

U
tic

a:
 O

pt
im

iz
e 

m
in

er
al

s 
po

si
tio

n 
in

 s
ha

le
 r

eg
io

n 
to

 le
ve

ra
ge

do
w

ns
tr

ea
m

 in
fr

as
tr

uc
tu

re
 o

pp
or

tu
ni

tie
s

P
>

9
qf

f?
.,l

 9
A

3;
 X

+
l 

o
a-

o
5'

n 
O

)

-$
50

0M
 (

N
l 

=
 -

$2
50

M
)

20
15

 -
20

18
U

tic
a:

 G
at

he
in

g 
sy

sf
em

 e
xp

an
si

on
 a

nd
 a

dd
iti

on
al

 p
ro

ce
ss

in
g 

fa
ci

lit
ie

s

21
j A

pp
af

ac
hi

a 
G

&
P

 
-$

50
0M

 
20

16
 -

20
18

# 
M

ar
ce

llu
s 

/ 
lJ

tic
a:

 G
at

he
rin

g 
sy

sf
em

s 
an

d 
pr

oc
es

si
ng

 
fa

ci
lit

ie
s

18



E
le

ct
ric

 O
pe

ra
tio

ns
 In

fr
as

tr
uc

tu
re

 I
nv

es
tm

en
t 

U
pd

at
e

P
ro

ie
ct

U
14

 F
G

D

C
ap

E
x

-$
25

0M

ln
€e

rv
ic

e

Y
E

'1
3

E
C

R
M

 (
E

nv
iro

nm
en

ta
l 

C
os

f 
R

ec
oy

er
y 

M
ec

ha
ni

sm
 -

 1
00

%
 T

ra
ck

ed
) 

F
G

D
 (

F
lu

e
G

as
 D

es
ul

fu
iz

at
io

n)
 

fa
ci

lit
y 

at
 S

ch
ah

fe
r 

G
en

er
at

in
g 

S
ta

tio
n

u1
5 

F
G

D
 

-$
25

0M
 

Y
E

',1
4

E
C

R
M

 (
10

0%
 T

ra
ck

ed
) 

F
G

D
 f

ac
ili

ty
 a

t 
S

ch
ah

fe
r 

G
en

er
at

in
g 

S
fa

fio
n

u1
2 

F
G

D
 

-$
26

5M
 

Y
E

',1
s

E
C

R
M

 (
10

0%
 T

ra
ck

ed
) 

F
G

D
 f

ac
ili

ty
 a

t 
M

ic
hi

ga
n 

C
ity

 G
en

er
at

in
g 

S
ta

tio
n

N
O

x 
U

pg
ra

de
s

-$
30

M
Y

E
'1

5
E

C
R

M
 (

10
0%

T
ra

ck
ed

) 
N

O
x 

up
gr

ad
es

 a
nd

 m
on

ito
rin

g

M
A

T
S

 
-$

sO
M

 
Y

E
 1

3N
E

'1
4I

Y
E

"I
5

E
C

R
M

 (
1)

)%
T

ra
ck

ed
) 

pr
oj

ec
ts

 e
nh

an
ci

ng
 m

er
cu

ry
 a

nd
 p

af
tic

ul
at

e 
co

nt
ro

ls
 a

t 
al

l
co

al
 p

la
nt

s

W
at

er
 T

re
at

m
en

t
$2

5M
 -

 $
13

0M
Y

E
'1

8/
Y

E
'1

g/
Y

E
'2

0
E

nv
iro

nm
en

ta
l: 

S
B

 2
51

 (
80

%
 T

ra
ck

ed
 /

 2
0%

 D
ef

en
ed

) 
pr

oj
ec

ts
 e

nh
an

ci
ng

w
as

te
w

at
er

 t
re

at
m

en
t 

at
 a

ll 
co

al
 p

la
nt

s 
an

d 
w

at
er

 i
nt

ak
e 

m
od

ifi
ca

tio
ns

 a
t 

B
ai

lly
S

ta
tio

n

G
oa

l A
sh

lm
pr

ov
em

en
ts

$1
00

M
 -

 $
30

0M
E

nv
iro

nm
en

ta
l: 

S
B

 2
51

 (
80

%
 T

ra
ck

ed
 /

 2
0%

 D
ef

er
re

d)
 p

ro
je

ct
s 

up
gr

ad
in

g 
as

h
ha

nd
lin

g 
an

d 
di

sp
os

al
 a

t 
al

l c
oa

l 
pl

an
ts

A
pp

ro
ve

d 
/

lm
pl

em
en

te
d:

 2
01

4

M
od

er
ni

za
tio

nr
 S

B
 5

60
 (

80
%

 T
ra

ck
ed

 /
 2

0%
o 

D
ef

er
re

d)
 N

IP
S

C
O

 i
m

pl
em

en
te

d 
ye

ar
 1

 o
f

its
 7

-y
ea

r,
 -

$1
.1

8 
el

ec
tic

 i
nf

ra
st

ru
ct

ur
e 

re
pl

ac
em

en
t 

pl
an

. 
T

he
 p

la
n 

w
as

 a
pp

ro
ve

d 
by

th
e 

IU
R

C
 i

n 
F

eb
ru

ar
y 

20
14

 a
nd

 r
eq

ui
re

s 
N

/P
S

C
O

 t
o 

fil
e 

a 
ra

te
 c

as
e 

w
ith

in
 s

ev
en

ye
ar

s.
 l

n 
A

ug
us

t 
20

14
, 

N
IP

S
C

O
 f

ile
d 

its
 f

irs
t 

se
m

i-a
nn

ua
l 

tr
ac

ke
r 

as
 r

eq
ui

re
d 

by
 S

B
56

0,
 r

ea
ffi

rm
in

g 
its

 c
om

m
itm

en
t 

to
 t

he
 $

1.
18

 c
ap

ita
l 

in
ve

st
m

en
t 

le
ve

l. 
A

n 
or

de
r 

w
as

re
ce

iv
ed

 in
 N

ov
em

be
r 

20
14

 w
ith

 f
ac

to
rs

 in
 e

ffe
ct

 D
ec

em
be

r 
20

14
 (

su
bj

ec
t 

to
 r

ef
un

d)
.

R
ey

no
ld

s-
T

op
ek

a
$2

50
M

 -
 $

30
0M

2H
20

18
M

IS
O

 M
V

P
: 

F
E

R
C

 a
pp

ro
ve

d 
34

5-
kV

 t
ra

ns
m

is
si

on
 

pr
oj

ec
t 

fr
om

 R
ey

no
ld

s
S

ub
sf

af
io

n 
to

 H
ip

le
 S

ub
st

af
io

n 
(1

00
 m

ile
s)

 - 
ro

ut
e 

de
te

rm
in

at
io

n 
co

m
pl

et
e

rig
 h

t-
of

-w
ay

 a
cq

 u
i 
si

tio
n 

an
d 

pe
rm

 it
ti 
ng

 a
ct

iv
iti

es
 c

on
tin

 u
e.i^

*"
'-l

-

@ W * w *

N
IP

S
C

O
 E

le
ct

ric
 D

is
tr

ib
ut

io
n 

&
T

ra
ns

m
is

si
on

 
M

od
er

ni
za

tio
n

7-
Y

ea
r 

ln
ve

st
m

en
t

-$
1.

1B

p>
9

6*
q-

)
3,

ix
-f

 
Y

o6
?

+
f 

O
a-

o
$3

00
M

 -
 $

40
0M

G
re

en
to

w
n-

R
ey

no
ld

s 
(N

l: 
$1

50
M

 -
 $

20
0M

)
2H

20
18

M
IS

O
 M

V
P

 -
 p

af
tn

er
sh

ip
: 

F
E

R
C

 a
pp

ro
ve

d 
76

5-
kV

 t
ra

ns
m

is
si

on
 

pr
oj

ec
t 

fr
om

R
ey

no
ld

s 
S

ub
st

at
io

n 
to

 G
re

en
to

w
n 

S
ub

sf
at

io
n 

(-
70

 m
ile

s)
 -

 ro
ut

e 
de

te
rm

in
at

io
n

co
m

pl
et

e.
..r

ig
ht

of
 w

ay
 a

cq
 u

 is
iti

on
 a

nd
 p

er
m

itt
in

g 
ac

tiv
iti

es
 c

on
tin

 u
e.

19



N
G

D
 In

fr
as

tr
uc

tu
re

 I
nv

es
tm

en
t 

U
pd

at
e

C
ol

um
bi

a 
G

as
 o

f 
O

hi
o

$1
75

M
 -

 $
20

0M
T

ra
ck

ed
: 

E
xe

cu
tio

n 
of

 e
st

ab
lis

he
d 

I n
fr

as
tr

uc
tu

re
 R

ep
la

ce
m

en
t 

P
ro

gr
am

;
fil

in
gs

 w
ith

 S
-y

ea
r 

pr
og

ra
m

 r
en

ew
al

 (
ne

xt
 r

en
ew

al
 2

01
8)

C
ol

um
bi

a 
G

as
 o

f
P

en
ns

yl
va

ni
a

R
at

e 
C

as
e 

/ 
T

ra
ck

ed
: 

E
xe

cu
tio

n 
of

 e
st

ab
lis

he
d 

ln
fr

as
tr

uc
tu

re
re

co
ve

ry
 u

til
iz

es
 f

ow
ar

d 
te

st
 y

ea
r 

ra
te

 c
as

e 
fil

in
gs

 s
up

pl
em

en
te

d 
by

un
de

r 
A

ct
 1

 1

G
ol

um
bi

a 
G

as
 o

f
M

as
sa

ch
us

et
ts

$4
0M

 -
 $

60
M

T
ra

ck
ed

: 
E

xe
cu

tio
n 

of
 e

st
ab

lis
he

d 
ln

fr
as

tr
uc

tu
re

 R
ep

la
ce

m
en

t 
P

ro
gr

am
;

fil
in

gs
 t

o 
be

 m
ad

e 
un

de
r 

th
e 

pr
ov

is
io

ns
 o

f 
H

ou
se

 B
ill

 4
16

4

C
ol

um
bi

a 
G

as
 o

f
V

irg
in

ia
$2

0M
 -

 $
30

M
T

ra
ck

ed
: 

E
xe

cu
tio

n 
of

 e
st

ab
lis

he
d 

ln
fr

as
tr

uc
tu

re
 R

ep
la

ce
m

en
t 

P
ro

gr
am

; 
an

nu
al

fil
in

gs
 w

ith
 s

-y
ea

r 
pr

og
ra

m
 r

en
ew

al
 (

ne
xt

 r
en

ew
al

 2
01

7)

G
ol

um
bi

a 
G

as
 o

f
K

en
tu

ck
y

-$
10

M
20

+
 Y

ea
rs

T
ra

ck
ed

: 
E

xe
cu

tio
n 

of
 e

st
ab

lis
he

d 
In

fr
as

tr
uc

tu
re

 R
ep

la
ce

m
en

t 
P

ro
gr

am
 w

ith
 a

nn
ua

l
tr

ac
ke

r 
fil

in
gs

C
ol

um
bi

a 
G

as
 o

f
M

ar
yl

an
d

-$
10

M
20

+
 Y

ea
rs

R
at

e 
C

as
e 

/ 
T

ra
ck

ed
: 

E
xe

cu
tio

n 
of

 e
st

ab
lis

he
d 

ln
fr

as
tr

uc
tu

re
 R

ep
la

ce
m

en
t 

P
ro

gr
am

;
ra

te
 c

as
e 

fil
in

gs
 w

ith
 m

ak
e 

w
ho

le
 f

ili
ng

s 
fo

r 
up

 t
o 

th
re

e 
su

bs
eq

ue
nt

 y
ea

rs

t$

C
ol

um
bi

a 
G

as
 o

f 
V

irg
in

ia
 -

R
at

e 
C

as
e

A
nn

ua
l 

ln
ve

st
m

en
t

"t

C
om

pl
et

e

ln
 E

xe
cu

tio
n

In
 D

ev
el

op
m

en
t

* 
In

 E
va

lu
at

io
n

$1
25

M
 -

 $
17

5M

S
et

tle
d 

ln
cr

ea
se

: 
S

et
tle

m
en

t: 
4Q

'1
4

-$
25

M
 

A
pp

ro
va

l:'
lQ

'1
5

N
IP

S
C

O
 G

as
 -

M
od

er
ni

za
tio

n
$1

20
M

 -
 $

14
0M

7 
Y

ea
rs

80
%

 T
ra

ck
ed

 / 
20

oA
 D

ef
en

ed
 (

S
en

at
e 

B
ill

 5
60

):
 I

he
 N

/P
S

C
O

 G
as

 7
-y

ea
r 

in
fr

as
tr

uc
tu

re
re

pl
ac

em
en

t 
pl

an
 a

ls
o 

co
nt

ai
ns

 p
ro

vi
si

on
s 

to
 e

xp
an

d 
na

tu
ra

l 
ga

s 
se

rv
ic

e 
in

to
 r

ur
al

 a
re

as
of

 ln
di

an
a.

 T
he

 o
rig

in
al

 -
$7

00
M

 p
la

n 
w

as
 a

pp
ro

ve
d 

by
 t

he
 I

U
R

C
 i

n 
A

pr
il 

20
14

. 
ln

 A
ug

us
t

20
14

, 
N

IP
S

C
O

 f
ile

d 
an

 u
pd

at
ed

 7
-y

ea
r 

pl
an

 s
up

po
fti

ng
 a

dd
iti

on
al

 c
ap

ita
l 

in
ve

st
m

en
t

op
po

rt
un

iti
es

. 
T

hi
s 

up
da

te
 w

as
 a

pp
ro

ve
d 

in
 J

an
ua

ry
 2

01
5 

re
su

lti
ng

 in
 a

n 
-$

84
0M

7-
ye

ar
 p

la
n.

F
ili

ng
 s

up
po

rt
s 

C
G

V
's

 c
ap

ita
l 

in
ve

st
m

en
ts

 a
ss

oc
ia

te
d 

w
ith

 a
 m

ul
ti-

ye
ar

 g
as

 d
is

tr
ib

ut
io

n
m

od
er

ni
za

tio
n 

pr
og

ra
m

C
ol

um
bi

a 
G

as
 o

f 
P

en
ns

yl
va

ni
a 

- 
S

et
tle

d
S

et
tle

m
en

t: 
3Q

'1
4

E
ffe

ct
iv

e:
 4

Q
'1

4
R

at
e 

C
as

e
In

cr
ea

se
: 

-$
33

M
F

ili
ng

 s
up

po
rt

s 
C

P
A

's
 c

ap
ita

l i
nv

es
tm

en
ts

 t
o 

en
ha

nc
e 

pi
pe

lin
e 

sa
fe

ty
 in

iti
at

iv
es

 a
nd

cu
st

om
er

 p
ro

gr
am

s.
 T

he
 f

ili
ng

 w
as

 s
et

tle
d 

in
 S

ep
te

m
be

r 
20

14
 a

nd
 a

pp
ro

ve
d 

by
 t

he
C

om
m

is
si

on
 

in
 N

ov
em

be
r 

w
ith

 n
ew

 r
at

es
 in

 e
ffe

ct
 in

 D
ec

em
be

r 
20

14
. 

T
hi

s 
is

 t
he

se
co

nd
 f

ili
ng

 u
nd

er
 A

ct
 1

1,
 u

si
ng

 a
 f

or
w

ar
d 

te
st

-y
ea

r 
th

at
 e

xt
en

ds
 t

o 
12

31
/2

01
5.

G
ol

um
bi

a 
G

as
 o

f 
M

as
sa

ch
us

et
ts

 - 
R

eq
ue

st
ed

 
In

cr
ea

se
:

F
ile

d:
 O

ct
l4

G
as

 S
ys

te
m

 E
nh

an
ce

m
en

t 
F

ili
ng

 
$2

.6
M

F
 il

in
g 

su
 p

po
rt

s 
C

M
 A

's
 i

nf
ra

 s
tr

uc
tu

re
 m

od
em

iz
at

io
n 

pr
og

 r
a

re
co

ve
ry

 o
n 

ce
fta

in
 i

nv
es

tm
en

fs
 a

ss
oc

ia
fe

d 
w

ith
 t

he
 p

ro
gr

a
un

de
r 

th
e 

pr
ov

is
io

n 
of

 H
ou

se
 B

ill
 (

H
B

) 
41

64
.

N
IP

S
C

O
 G

as
 - 

S
ev

en
-Y

ea
r 

P
la

n
M

od
er

ni
za

tio
n 

A
pp

ro
ve

d 
fo

r 
-$

84
0M

 E
ffe

ct
iv

e:
 1

Q
'1

5
N

/P
S

C
O

 f
ile

d 
it'

s 
fir

st
 s

em
i-a

nn
ua

l 
ga

s 
tr

ac
ke

r 
as

 r
eq

ui
re

d 
by

 S
B

 5
60

. 
T

he
 f

ili
ng

su
pp

or
ts

 a
dd

iti
on

al
 c

ap
ita

l 
in

ve
st

m
en

ts
 r

el
at

ed
 t

o 
in

cr
ea

se
d 

de
m

an
d 

fo
r 

ru
ra

l
ex

pa
ns

io
n 

an
d 

w
as

 a
pp

ro
ve

d 
in

 J
an

ua
ry

 2
01

5.
 

20



K
ey

P
at

h 
F

or
w

ar
d

M
ar

ke
rs

S
ep

ar
at

io
n 

(N
iS

ou
rc

e 
/ 

C
P

G
)

C
ol

um
bi

a 
P

ip
el

in
e 

P
ar

tn
er

s 
M

LP
 (

lP
O

)

T
er

m
 L

oa
n 

ls
su

an
ce

: 
$7

50
M

 (
3-

ye
ar

)

LT
 D

eb
t 

M
at

ur
iti

es
:

$2
30

M
 (

11
/2

01
5)

 /
$2

02
M

 (
3/

20
16

) 
t 

$2
20

M
 (

11
t2

0'
,t6

1

C
P

A
, 

C
M

A
 a

nd
 C

M
D

 -
 R

at
e 

C
as

es

C
ol

um
bi

a 
G

as
 o

f 
V

A
 - 

R
at

e 
C

as
e

(E
ffe

ct
iv

e 
4Q

14
 /

 A
pp

ro
va

l)

N
IP

S
C

O
 G

as
 - 

In
fr

as
tr

uc
tu

re
 

R
ep

la
ce

m
en

t 
- 

S
B

 5
60

(S
em

ia
nn

ua
l 

T
ra

ck
er

 F
ili

ng
 / 

E
xe

cu
tio

n)

C
ol

um
bi

a 
G

as
 o

f 
M

as
sa

ch
us

et
ts

 
- 

T
ra

ck
er

 F
ili

ng
(F

ile
d 

4Q
14

 /
 E

ffe
ct

iv
e)

N
IP

S
C

O
 -

 F
G

D
's

: 
U

14
, 

U
15

, 
U

12
(U

14
 &

 U
15

: 
C

om
pl

et
e 

/ 
U

12
: 

In
-S

er
vi

ce
 )

In
fr

as
tr

uc
tu

re
 

R
ep

la
ce

m
en

t 
P

ro
gr

am
 -

 S
B

 5
60

(S
em

ia
nn

ua
l 

T
ra

ck
er

 F
ili

ng
 /

 E
xe

cu
tio

n)

M
IS

O
 A

pp
ro

ve
d 

T
ra

ns
m

is
si

on
 P

ro
je

ct
s

(P
la

nn
in

g 
&

 C
on

st
ru

ct
io

n 
/ 

In
-S

er
vi

ce
 2

01
8)

P
ip

el
in

e 
P

ro
je

ct
s 

In
-S

er
vi

ce
 -

(W
es

t 
S

id
e,

 G
ile

s 
C

ou
nt

y,
 L

in
e 

15
70

, 
W

an
en

 C
ou

nt
y)

P
en

na
nt

 J
V

 P
ro

je
ct

s 
In

-S
er

vi
ce

 -
(P

ro
ce

ss
in

g 
F

ac
ili

ty
, 

N
G

L 
P

ip
el

in
e)

W
as

hi
ng

to
n 

C
ou

nt
y 

G
at

he
rin

g
(P

ha
se

 '
l: 

In
-S

er
vi

ce
 

3Q
15

 /
 P

ha
se

 2
 In

-S
er

vi
ce

 2
01

8)

C
ol

um
bi

a 
G

as
 T

ra
ns

m
is

si
on

 
M

od
er

ni
za

tio
n

(T
ra

ck
er

 
lm

pl
em

en
ta

tio
n:

 2
01

4 
I 

20
15

)

C
he

sa
pe

ak
e 

LN
G

 F
ac

ili
ty

 U
pg

ra
de

(P
ha

se
 '1

, 
P

ha
se

 2
: 

C
om

pl
et

e 
/ 

P
ha

se
 3

: 
In

-S
er

vi
ce

)

o9 tr
? 38 d4 fc

l



GAS-ROR.OO6
Attachment F

Page 44 oI 44

Nisource Inc. 801 East 86th Avenue Merrillville, lndiana 46410

vl,r,w.nisource.com NYSE:Nl

Investor Relations
RandyHulen 219-647-5688 rghulen@nisource.com

Umair Quraishi 219-647-4586 uquraishi@nisource.com



GAS-ROR-O06
Attachment G



GAS-ROR-OO6
Attachment G
Page 2 ot 46

Q1 2015 NiSource Earnings Information



NEWS
April30, 2015

FOR ADDITIONAL INFORMATION

Media Investors
Mike Banas Randy Hulen (NiSource)
Communications Manager Vice President
(219) 647-5581 (219) 647-5688
mbanas@nisource.com rqhulen@nisource.com

NiSource Reports First Quarter 2015 Earnings

o Consistent execution of core infrastructure investment strategy
o Columbia Pipeline Group separation on track for July 1,2015
. Companies to highlight post-separation growth strategies on May 14,2015

MERRILLVILLE, Ind. - NiSource Inc. (NYSE: Nl) today announced net operating earnings from
continuing operations - controlling interest (non-GAAP) of $268.3 million, or $0.85 per share, for the
three months ended March 31,2015, compared with $258.4 million, or $0.82 per share, for the same
period in 2014. Operating earnings for the first quarter (non-GAAP) were $528.7 million, compared to
$509.1 million in the prior period.

On a GAAP basis, NiSource reported income from continuing operations - controlling interest of $268.4
million, or $0.85 per share, for the three months ended March 31,2015, compared with $266.4 million, or
$0.85 pershare, forthesame periodin2014. Operating incomeforthefirstquarterwas $530.1 million,
compared to $533.7 million in the prior period. Schedules 1 and2 of this news release contain a
reconciliation of net operating earnings and operating earnings to GAAP net income and operating
income, respectively.

"Our core infrastructure-focused business strategies at our utilities and pipeline businesses continued to
deliver solid financial and operational results," NiSource President & Chief Executive Officer Robert C.
Skaggs, Jr. said. "NiSource teams are successfully delivering on significant growth and modernization
projects, advancing a variety of important regulatory and customer programs, and implementing our plan
to separate into two premier, independent companies."

Golumbia Pipeline Group separation on track for July 1,2015

During the first quarter, NiSource continued to make progress on its planned separation of Columbia
Pipeline Group (CPG) into a stand-alone, publicly traded company, which is expected to become
effective on July 1,2015. CPG is expected to begin trading the next day on the New York Stock
Exchange under the ticker symbol "CPGX."

In early April, the companies discussed their respective financial plans with the three major credit rating
agencies. NiSource expects that CPG will be formally rated prior to its May debt recapitalization
transaction and that NiSource's credit rating will be addressed at or just prior to the separation.
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"We are solidly on track with our core separation strategies and key goals at both companies," Skaggs
said. "Each company will be positioned to be premier in its respective business segment - well
capitalized, with robust and transparent long-term growth plans, expected growing dividends and solid
leadership - with the capacity and focus to deliver enhanced long-term growth."

The debt recapitalization process is expected to close in May 2015 and will include CPG issuing its own
long-term debt to fund a one-time cash distribution to NiSource prior to the separation, which will be
used, in large part, to reduce NiSource's net debt.

At the separation, NiSource shareholders will retain their current shares of NiSource stock and receive a
pro-rata dividend of shares of CPG stock, expected to be at a 1to-1 ratio. The actual number of CPG
shares to be distributed to NiSource shareholders will be determined prior to closing. The transaction is
expected to be tax-free to NiSource and its shareholders, and is subject to various conditions, including
final approval by the NiSource board of directors.

Webcasts scheduled for May 14,2015, to highlight independent company investment
propositions

To highlight NiSource's and CPG's growth strategies following the planned separation, the companies
are hosting webcasts on Thursday, May 14,2015.

NiSource's post-separation executive team, led by announced Chief Executive Officer Joseph Hamrock,
will present an update on the separation process, and provide an overview of its pure-play utility
investment and customer proposition from 9:00 a.m. - 10:30 a.m. ET. A webcast of the event with
accompanying presentations will be available at www.nisource.com. The webcast also will be archived at
the NiSource website.

CPG's post-separation executive team, led by announced Chairman & Chief Executive Officer Bob
Skaggs, will provide an overview of CPG's business strategy, highlighting its growth and infrastructure
investment inventory, from 10:30 a.m. - noon ET. A webcast of the event with accompanying
presentations will be available at www.nisource.com. The webcast also will be archived at the NiSource
website.

First Quarter 2015 Hiqhliqhts

Columbia Pipeline Group growth projects address market needs and complement long-term
system modernization program

During the first quarter, CPG continued to strengthen its competitive market position in the Marcellus and
Utica Shale production regions by advancing several major growth projects and executing on the
company's long-term system modernization program. ln total, CPG is on track to invest approximately
$1 .1 billion in these and other infrastructure projects during 2015.

. In January, CPG commenced the third year of the Columbia Gas Transmission long-term
system modernization program. CPG expects to invest approximately $300 million in
modernization investments during the year. Recovery of approximately $320 million of
investments made in 2014 began on February 1,2015. A settlement with the company's
customers - approved in early 2013 - addresses the initial five years of an expected 10-15 year
program that exceeds $4 billion in investment.
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. On March 27, CPG launched binding open seasons for its proposed Mountaineer XPress (MXP)
and Gulf XPress (GXP) projects. These projects, which have a critical mass of firm customer
commitments in place, would provide significant new transportation capacity for Marcellus and
Utica Shale production. MXP would provide up to 2.7 billion cubic feet per day of firm
transportation capacity along the Columbia Gas Transmission system. GXP would provide nearly
900 million cubic feet per day of firm transportation capacity by adding compression and looping
along the existing Columbia Gulf Transmission system. Together, both projects could involve an
investment of approximately $2.6 billion. CPG is very encouraged by the results of the open
season, which concluded April 23.

. CPG's East Side Expansion project remains on schedule to be placed in service in the fourth
quarter of 2015. The $275 million project will provide approximately 315 million cubic feet per day
of additional capacity for Marcellus Shale supplies to reach growing - and capacity constrained -
northeastern and mid-Atlantic markets.

. Progress continues on several other major growth projects, including CPG's approximately $1.8
billion combined investment in the Leach and Rayne XPress projects, the $850 million WB
XPress project, the $310 million Gameron Access project, the $50 million Utica Access project,
the $30 million Chesapeake LNG Plant Upgrade project, and the $25 million Kentucky Power
Plant Conversion project. Together, these projects will entail approximately 4 billion cubic feet of
new capacity commitments across the CPG system, including access to LNG export facilities in
Louisiana and Maryland.

. Columbia Midstream Group remains on budget and schedule with the first phase of its $120
million Washington Gounty Gathering project and its approximately $6S million Big Pine
Expansion project. Both are expected to be in service before the end of 2015.

NIPSCO on track with modernization, environmental and electric transmission investments

Nofthern Indiana Public Service Co. (NIPSCO), NiSource's Indiana natural gas and electric business,
remains on track with a broad agenda of reliability, modernization, customer service and environmental
investments.

. NIPSCO remains on schedule and on budget with its flue gas desulfurization (FGD) unit at its
Michigan City Generating Station. The approximately $265 million project is expected to be
placed in service by the end of this year. Another approximately $80 million in environmental
investments also will be completed at NIPSCO's coal-fired generating facilities this year. These
investments, supported with cost recovery, help improve air quality and ensure NIPSCO's
generation fleet remains in compliance with current environmental regulations. These investments
also help ensure that NIPSCO can continue offering low-cost, reliable and efficient generating
capacity for its customers.

. During the first quarter, NIPSCO commenced 2015 investments under the company's seven-year,
approximately $2 billion electric and natural gas modernization programs. The company plans to
invest approximately $t 93 million ($124 million gas | $69 million electric) on modernization
projects in 2015. The investments will help improve system reliability and safety while delivering
economic development benefits to the region. NIPSCO remains committed to these investments
while continuing to work through the legal process following a recent Indiana Court of Appeals
decision.
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. Progress also continued on two major NIPSCO electric transmission projects designed to
enhance region-wide system flexibility and reliability. The Greentown-Reynolds project is an
approximately 7O-mile, 765-kilovolt line being constructed in a joint development agreement with
Pioneer Transmission, and the Reynolds-Topeka project is a 100-mile, 345-kilovolt line. Right-of-
way acquisition and permitting are under way for both projects and construction has begun on the
Reynolds-Topeka line, These projects involve an investment of approximately $500 million for
NIPSCO and are anticipated to be in service by the end of 2018.

Gas Distribution segment maintains execution focus with continued progress on modernization
investments and regulatory initiatives

A/tSource Gas Distribufion companies continue to execute expanded infrastructure replacement and
enhancement programs, complemented by a variety of customer programs and regulatory initiatives.

o NiSource expects to invest approximately $900 million during 2015 as part of more than $20
billion in longterm infrastructure investment opportunities for the company's gas distribution
businesses. These investments help improve reliability and safety for customers and the
community, provide additional customer access to natural gas service and reduce emissions.
Through transparent recovery mechanisms, these investments also generate sustainable returns
for shareholders.

. On March 19, Columbia Gas of Pennsylvania (CPA) filed a rate case with the Pennsylvania
Public Utility Commission to support continuation of CPA's infrastructure modernization and
safety programs. lf approved as filed, the case would increase annual revenues by approximately
$46 million. A decision is expected later this year.

. Golumbia Gas of Massachusetts (CMA) filed a base rate case on April 16, 2015, with the
Massachusetts Department of Public Utilities (DPU). The case seeks to recover costs to support
CMA's multi-year modernization plan to maintain the safety and reliability of naturalgas service
for customers. lf approved as filed, the case would increase annual revenues by approximately
$49 million. A decision is expected with rates in effect by March 1,2016.

. A decision on CMA's 2015 Gas System Enhancement Plan is expected to be issued by the
DPU later today. Cost recovery associated with the 2015 investments outlined in the current plan
would begin on May 1,2015, and increase annual revenues by approximately $2.6 million.

o Columbia Gas of Virginia's base rate case remains pending with the Virginia State Corporation
Commission. A stipulated settlement with staff and intervening parties approved a revenue
increase of approximately $25 million. A final order is expected later this year.

. On April22, the Public Utilities Commission of Ohio approved Columbia Gas of Ohio's (COH)
annual infrastructure replacement and demand-side management rider. The rider provides for
recovery of COH's well-established pipeline replacement program and customer energy efficiency
program investments.

First Quarter 2015 Operatinq Earninqs - Seqment Results (non-GAAP)

NiSource's consolidated operating earnings (non-GAAP) for the three months ended March 31,2015,
were $528.7 million, compared to $509.1 million for the same periodin 2014. Refer to Schedule 2 for the
items included in 2015 and 2014 GAAP operating income but excluded from operating earnings.

Operating earnings for NiSource's business segments for the three months ended March 31,2015, are
discussed below.
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Columbia Pipeline Group Operations reported operating earnings of $163.0 million for the three
months ended March 31 , 2015, compared with operating earnings of $158.9 million for the prior year
period. Net revenues, excluding the impact of trackers, increased by $2t.6 million primarily due to higher
demand margin revenue as a result of growth projects placed into service and new firm contracts. This
increase was partially offset by decreased mineral rights royalty revenue.

Operating expenses, excluding the impact of trackers, increased by $23.1 million primarily due to lower
gains on the conveyance of mineral interests, higher employee and administrative costs and increased
depreciation. Equity earnings increased by $S.0 million primarily from increased earnings at Millennium
Pipeline and Pennant Midstream.

Electric Operations reported operating earnings of $67.2 million for the three months ended March 31

2015, compared with operating earnings of $74.2 million for the prior year period. Net revenues,
excluding the impact of trackers, decreased by $O.Z million primarily due to decreased off-system sales
and lower industrial margins. These decreases were partially offset by lower fuel handling costs, higher
revenue related to two electric transmission projects authorized by the Midcontinent Independent System
Operator (MISO), and increased environmental investment cost recovery.

Operating expenses, excluding the impact of trackers, increased by $0.9 million due primarily to higher
employee and administrative costs and increased environmental expenses.

Gas Distribution Operations reported operating earnings of $305.8 million for the three months ended
March 31,2015, compared with operating earnings of $280.1 million for the prior year period. Net
revenues, excluding the impact of trackers, increased by $42.8 million primari[ attributable to increases
in regulatory and service programs, including the impact of new rates at Columbia Gas of Pennsylvania,
Columbia Gas of Virginia and Columbia Gas of Massachusetts, as well as the implementation of new
rates under Columbia Gas of Ohio's approved infrastructure replacement program.

Operating expenses, excluding the impact of trackers, increased by $17.1 million due primarily to
increased employee and administrative costs, higher depreciation and increased outside service costs.

Corporate and Other Operations reported an operating earnings loss of $7.3 million for the three
months ended March 31,2015, compared with an operating loss of $4.1 million for the three months
ended March 31, 2014. The increase is primarily due to higher employee and administrative costs.

Other ltems
lnterest expense, net was $1 1 1.0 million for the three months ended March 31,2015 compared to
interest expense, net of $109.1 million for the prior period.

Other, net reflected income of $7.1 million compared to income of $4.5 million in 2014 primarily due to
current period transmission agreement income.

The effective tax rate of net operating earnings was 35.2 percent compared to 36.1 percent for the same
period last year.

About NiSource
NiSource Inc. (NYSE: Nl), based in Merrillville, Indiana, is a Fortune 500 company engaged in natural
gas transmission, storage and distribution, as well as electric generation, transmission and distribution.
NiSource operating companies deliver energy to 3.8 million customers located within the high-demand
energy corridor stretching from the Gulf Coast through the Midwest to New England. Information about
NiSource and its subsidiaries is available via the Internet at www.nisource.com. Nl-F
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Forward-Lookin g Statements
This news release contains forward-looking statements within the meaning of federal securities laws.
These forward-looking statements are subject to various risks and uncertainties. Examples of forward-
looking statements in this release include statements and expectations regarding the timing of the
separation, as well as NiSource's and CPG's leadership, business, performance and growth following the
separation. Factors that could cause actual results to differ materially from the projections, forecasts,
estimates and expectations discussed in this release include, among other things, the timing to
consummate the transactions described herein; the risk that a condition to consummation is not satisfied;
disruption to operations as a result of the proposed transactions; the inability of one or more of the
businesses to operate independently following the completion of the proposed transactions; weather;
fluctuations in supply and demand for energy commodities; growth opportunities for NiSource's
businesses; increased competition in deregulated energy markets; the success of regulatory and
commercial initiatives; dealings with third parties over whom NiSource has no control; actual operating
experience of NiSource's assets; the regulatory process; regulatory and legislative changes; changes in
general economic, capital and commodity market conditions; and counter-party credit risk, and the
matters set forth in the "Risk Factors" section in NiSource's 2014 Form 10-K, many of which are beyond
the control of NiSource. Readers are cautioned not to place undue reliance on these forward-looking
statements, which speak only as of the date of this news release. NiSource expressly disclaims any
obligation to update, amend or clarify any of the forward-looking statements contained in this release to
reflect events, new information or circumstances occurring after the date of this release except as
required by applicable law.

The potential distribution of CPG shares is subject to the satisfaction of a number of conditions, including
the final approval of NiSource's Board of Directors. There is no assurance that such distribution will in
fact occur.
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NiSource Inc.
Consolidated Net Operating Earnings (Non-GAAP)

(unauditefl

Three Months Ended
March 31,

(in millions, except per share amounts) 2015 2014

Net Revenues

Gas Distribution

Gas Transportation and Storage

Electric

Other

$ 1,061.3 $ 1,193.3

628.0 578.5

391.9 445.3

46.3 77.0

Gross Revenues

Cost ofSales {excluding depreciation and amofiization)

2,t27.5 2,294 1

806.0 1,061.3

Total Net Revenues 1,321.5 1,232.8

Operatlng Expenses

Operation and maintenance

Operation and maintenance - ffackers

Depreciation and amortization

Depreciation and amortization - trackers

Gain on sale of assets

Other taxes

Other taxes - trackers

404.6 376 9

149.0 124.3

156.4 148.7

Ll
(s.3) (17.s)

72.3 70.6

30.1 30.5

Total Operating Expenses 808.2 733 5

Equity Earnings in Unconsolidated Affiliates 98| 5.4

Operating Earnings 528.7 s09.1

Other Income (Deductions)

Interest expense, net

Other, net

(r1r.0) (10e.1)

7.1 4.5

Total Other Deductions (r03.e) (104,6)

Operating Earnings F rom Continuing Operations

Before Income Taxes

Income Taxes

424.8 404.5

149.6 146.1

Net Operating trarniugs from Continuing Operations 258 4

Net Operating Earnings from Continuing Operations - Noncontrolling Interest (6.e)

Net Operating Earnings from Continuing Operations - Controlling Interest 268.3 258 4

GAAP Adjustmenl 800.1

GAAP Income from Continuing Operations - Controlling Interest 268.4 S 266 1

Basic Net Operating Earnings Per Share from Continuing Operations 0.85 $

GAAP Basic Earnings Per Share from Continuing Operations 0.8s $ 0.85

Basic Average Common Shares Outstanding 3r6.6 3r4 2
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NiSource Inc.
Segment Operating Earnings (Non-GAAP)

(unaudited)

Three Months Ended
March 31,Gas Distribution Operations

ftn millions) 2015 2014

Net Revenues

Sales revenues

Less: Cost ofgas sold

1,436.9 $

722.6

| 5414

923 0

Net Revenues 714.3 620.9

Operating Expenses

Operation and maintenance

Operation and maintenance - trackers

Depreciation and amortization

Other taxes

Other taxes - trackers

193.4

98.4

56,1

30.5

30.1

r81 .4

474

52.2

293

30.5

Total Operating Expenses 340 8

Operatine Eanings J0s.8 $ 280.1

GAAP Adjustment 19.4 21 7

GAAP Operating Income 325.2 $ 301 8

Three Months Ended
March 31,Columbia Pipeline Group Operations

ftn millions) 2015 20r4

Net Revenues

Transportation revenues

Storage revenues

Other revenues

2sl.r $

50.0

38.7

222.3

50.0

73.3

Total Operating Revenues

Less: Cost ofsales

339.8

0.1

345.6

0.1

Net Revenues 339.7 345.5

Operating Expenses

Operation and maintenance

Operation and maintenance - trackers

Depreciation and amortization

Gain on sale of assets

Other taxes

102.2

43.6

32.s

(s.3)

l9.l

94.7

7t0
29.7

18.5

Total Operating Expenses 192.1 196.4

Equity Eamings in Unconsolidated Affiliates 9815.4

Operating Eamings 163.0 $ 158.9

GAAP Adjustment

GAAP Operating fncome 163.0 $ 1s8 9
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NiSource Inc.
Segment Operating Earnings (Non-GAAP)

(unauditeQ

Three Months Ended
March 31.Electric Operations

(in millions) 2015 2014

Net Revenues

Sales revenues

Less: Cost ofsales

393.0 $

125.7

445.7

180.4

Net Revenues 267.3 Zb).J

Operating Expenses

Operation and maintenance

Operation and maintenance - trackers

Depreciation and amortization

Depreciation and amortization - trackers

Other taxes

r13.2

7,0

61.1

1.1

17.7

106 6

5.9

60.4

18.2

Total Operating Expenses 200,1 l9l. I

GAAP Operating Income 70.0 $ 78.9

Corporate and Other Operations

(in millions)

Three Months Ended
March 31,

2015 2014

(Loss)

GAAP Adjustnent

(7.3 ) $ (4.1 )

)

GAAP Operating Income (Loss) (28.1 ) $ 15 q)
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NiSource Inc.
Segment Volumes and Statistical Data

Three Months Ended
March 31.

Gas Distribution Operations 2015 2014

Sales and Transportation (MMDth)

Residential

Commercial

lndustrial

Off System

Other

t53.1

88.7

146.8

13.5

l)o )

90.1

136 8

14.3

02

Total 402.1 397.9

Weather Adiustment (3s.s ) (36. l)
Sales and Transnortation Volumes - Excludine Weather 366.6 361.8

Heating Degree Days

Normal Heating Degree Days

o/o Colder than Normal

Customers

Residential

Commercial

Industrial

Other

3,404

2,992

r8%

3,11 1,880

284,081

7,641

15

3,437

2,892

..,, , t9%

3,094,353',

283,000

7,s70

20

Total 3,4n3,611 3,384,943

Three Months Ended
March 31,

Columbia Pipeline Group Operations 2015 20r4
Throughput (MN[Dth)

Columbia Transmission

Columbia Gulf

Crossroads Pipeline

lntrasegment eliminations

497.3

14s.7

5.r

(28.7)

459.5

184 9

57
(616)

619.4 588 s

10
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NiSource Inc.
Segment Volumes and Statistical Data

Three Months Ended
March 31,

Electric Operations 20ls 2014

Residential

Commercial

Industrial

Wholesale

Other

Weather Adjusftient (70.0)

Electric Customers

54,695 54,378

461,210 460,153

Commercial

11
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NiSource
Schedule 1 - Reconciliation of Net

Inc.
Operating Earnings to GAAP

Three Months Ended
March 31,

(in millions, except per share amounts) 2015 2014

Net Operating Earnings from Continuing Operations - Controlling Interest $,,: 268.3 $ 258.4

Items excluded from operating earnings

Net Revenues:

Weather - compared to normal

Operating Expenses:

Transaction costs

Loss on sale of assets and assgt irnoairments

)))

(20.s)

(0.3)

26.4

(1.8)

Total items excluded from operating eamings 1.4 24.6

Other Deductions:

Tax effect of above items

Income taxes - disorete items

(0.7)

(0.6)

(e.6)

(7.0)

Total items excluded from net operaling earnings 80

GA.A.P Income from Continuing Operations - Controlling Interest $ 268.4 $ 266.4

Basic Average Common Shares Outstanding Jl6'6 314 2

Basic Net Operating Earnings Per Share from Continuing Operations S 0'85 $ 0 82

Items excluded from net operating earnings (after+ax; 0.03

GAAP Basic Earnings Per Share from Continuing Operations 0.8s $ 0-85
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2015 (in millions)

NiSource Inc.
Schedule 2 -Adjustments by Segment from Operating Earnings to GAAP

For the Quarter ended March 31,

Columbia
Gas Pipeline

Distribution Group
Corporate

Electric & Other Total

Operating Earnings (Loss)

Net Revenues:

Weather - compared to normal

$ 30s.8 $, 163.0 $

19.4

67.2 $ (7.3) S s28.7

)r)28

Total Impact - Net Revenues

Operating Expenses:

Transaction costs

Loss on sale of assets and asset imoairments

2.819.4

(20 5)

(0.3)

)))

(20.s)

(0.3)

Total Impact - Operating Etpenses (20.8) (20.8)

Tolal Impacl - Operating Income (Loss) r9.4 $ 2.8 S (20.8 ) $ 1.4

Operating Income (Loss) - GAAP 325.2 $ 163.0 $ 70.0 $ (28.1 ) $ s30.r

2014 (in millions)
Gas

Distribution

Columbia
Pipeline
Group

Corporate
Electric & Other

Operating Earnings (Loss)

Net Revenues:

Weather - compared to normal

$ 280.1 $

21.7

1s8.9 $ 74.2 $ {4.r) $ s09.1

26.447

Total Impact - Nel Revenues

Operating Expensesr

Loss on sale of assets and asset impairments

4.721.7

( 1.8)

26.4

(1.8)

Total Impoct - Operating Etpenses (1.8) (1.8)

Total Impact - Operaling Income (Loss) 21.7 $ 4.7 $ (1.8 ) $ 24.6

Operating Income (Loss) - GAAP $ 301,E $ 158.9 S 78.9 $ (s.e ) $ s33.7
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NiSource Inc.
Consolidated Income Statements (GAAP)

(unaudited)

(in millions, excepl per share amounls)

Three Months Ended
March 31,

2015 2014

Net Revenues

Gas Distribution

Cas Transportation and Storage

Electric

Other

$ 1,080.7 $ 1,215.0

628.0 578 5

391.7 450.0

46.3 77 0

Gross Revenues

Cost ofSales (excluding depreciation and amortization)

2,149.7 2,320.5

806.0 1,061 .3

Total Net Revenues r,343.1 1,259 2

Operating Expenses

Operation and maintenalce

Depreciation and amortization

Gain on sale of assets

Other taxes

574.1 501.2

157.5 148.7

(s.0) (1s.7)

102.4 101.I

Total Operating Expenses /J).J829.0

Equity Earnings in Llnconsolidated Affiliates 9815.4

Operating Income 530.1 533.7

Other Incom e (Deductions)

Interest expense, net

Other, net

(111.0) (r09.1)

1.r 4 5

Total Other Deductions (103.e) (r04.6)

Income from Continuing Operations before Income Taxes

Income Taxes

426.2 429.1

150.9 162.7

Income from Continuing Operations 27s.3 266.4

Loss from Discontinued Operations - net oftaxes (0.2)

Net Income

Less: Net income attributable to noncontrollins interest

275,3 266.2

6.9 :
Net Income attributable to NiSource $ 268.4 $ 266.2

Amounts attributable to Nisouce:

Income from continuing operations

Loss from discontinued ooerations

s 268.4 S 266 4

(0.2)

Net Income attributable to NiSource s 268.4 S 266.2

Basic Earnings Per Share

Continuing operations

Discontinued operations

$ 0.85 $ 0.8s

Basic Earnings Per Share s 0.85 $ 085

Diluted Earnings Per Share

Continuing operations

Discontinued operations

$ 0.8s $ 0.85

Diluted Earnings Per Share s 0.85 $ 0.85

Dividends Declared Per Common Share $ 0.s2 $ 0.s0

Basic Average Common Shares Outstanding

Diluted Average Common Shares

316.6 314.2

317.4 315.1
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NiSource Inc.
Consolidated Balance Sheets (GAAP)

(unaudited)

(in millions)
March 31,

2015
December 3 1,

20t4
ASSETS

Property, Plant and Equipment

Utility plant

Accumulated depreciation and amortization

25,593.9 $

(9,686.7)

25,234.8

(e.578.6)

Net utility plant 1s,9012 15,6s6.2

Other property, at cost, less accumulated depreciation 360.9

Net Property, Plalt and Equipment 16,283,4 I 6,0 r 7.1

lnvestments and Other Assets

Unconsolidated affil iates

Other investments

447.9

208.7

452 6

2t0 4

Total Investments and Other Assets 663.0

Current Assets

Cash and cash equivalents

Restricted cash

Accounts receivable (less resewe of $40.3 and$25.2, respectively)

Gas inventory

Underrecovered gas and fuel costs

Materials and supplies, at average cost

Electric production fue| at average cost

Exchange gas receivable

Regulatory ass€ts

Deferred income taxes

Prepayments and other

42.0

2r.6

I,152.0

t34.4

25.5

109.0

77.0

r59.5

)11 ''

187.3

2s.4

24.9

1,070.1

445.1

J20

106.0

64.8

63. I

193.5

272.1

, 169-5

Total Current Assets 2,26t.0 2,466 s

0ther Assets

Regulatory assets

Goodwill

Intangible assets

Deferred charges and other

1,683.2

31666,2

261.9

E6.6

r,696 4

3,666.2

264.7

92.4

Total Other Assets 5,697.9 5,719.7

Total Assets 24,898.9 $ 24,866.3

15
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NiSource Inc.
Consolidated Balance Sheets (GAAP) (continued)

(unaudited)

(in millions. except share amounts)
March 3lo

2015
December 31,

20r4

CAPITALIZATION AND LIABILITIES
Capitalization

NiSource Common Stockholders' Equity

Commotr stock - $0.0 | par value, 400,000,000 shares authorized: 3 17,28 1,405 and
316,037421 shares outstanding, respectively

Additional par'd-in capital

Retained eamings

Accumulated other comprehensive loss

Treasury stock

3.2 $

5,048.4

1,597.5

(46.6)

(79.0)

)-z

4,787 6

1.494 0

(s0.6)

(s8 e)

Total NiSource Common Stockholders' Equity

Nonconholling interest in consolidated subsidiaries

6,523.5

946.2

6,175 3

Total Equity

Long-term debq excluding amounts due within one year

7,469.7

1,957.9

6,17 s.3

8,155.9

Total Capitalization 15,421,6 14,331.2

Current Liabilities

Current portion oflong-term debt

Short-term bonowings

Accounts payable

Dividends payable

Customer deposits and credits

Taxes accrued

Interest accrued

Overrecovered gas and fuel costs

Exchange gas payable

Deferred revenue

Regulatory liabilities

Accrueti capital expenditures

Accrued liability for postretirement and postemployment benefits

Legal and environmental

Other accruals

462.1

3r4.0

s63.9

82.4

172.6

287.1

8r.4

r72.3

65.8

l!.f,

r02.0

80.3

5.9

25.4

317.1

266.6

I 576q

670.6

294.3

266.7

140.7

45.6

t)o.z

25.6

62.4

61.1

5.9

)4')

378. r

Total Current Li abilities 2,758.4 3954.9

Other Liabilities and Deferred Credits

Deferred inoome taxes

Defered investment tax credits

Deferred credits

Accrued liability for postretirement and postemployment benefits

Regulatory liabilities

Asset retirement obli gations

Other noncurrent liabilities

3,803.5

16.7

105.5

653,7

1,678.6

l60.9

294.n

3,661 6

173

101.1

675.9

1,6:13.8

t59.4

291.1

Total Other Liabilities and Defened Credits 6,7r2.9 6.580.2

Commitments and Contingencies

Total Capitalization and Liabilities 24,898.9 $ 24.866.3
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2014Three Months Ended March 3l, (in milliorc) 2015
Operating Activities

Net Income

Adjustments to Reconcile Net Income to Net Cash from Continuing Operations:

Depreciation and arnortizalion

Net changes in price risk management assets and liabilities
Deferred income taxes and investmenl lax credits

Defened revenue

Stock compensation expense and 401(k) profrt sharing contrrbution

Gain on sale ofassets

Ircorne from unconsolidated affiliates

Loss from discontinued operations - net oftaxes
,Araortization of debt related cosls

AFUDC equity

Dislributions ofearnings received from equity investees

Changes in Assets and Liabilities

Aocounts receivable

Income tax receivable

lnventories

Accounts payable

Customer deposits and credits

Taxes accrued

lnterest accrued

Over (Under) recovered gas and fuel costs

Exchange gas receivable/payable

Other accruals

Prepayments and other curreDt assets

Regulatory assets/liabilities

Postretirement and postemployment benefits

Defened credits

Defened charges and other noncuilent assets

Other noncurrent liabilities

215.3 $

157.5

(0.s)

135.1

5.3

19.4

(s.0)

(14.s)

,, 1

(6.0)

18.3

(e3.E)

297.2

(84.2)

(12r.7)

22.0

(se.3)

r33.2

(84.3)

(60.3)

(16.2)

90.6

(21.6)

5.8
<t
4,3

266.2

148.7

08
r48 9

18
13.9

(1s 7)

(e.6)

02
2.4

(4 0)

7.6

(26s.r)

09
2'74 0

126 5

{23 t)
193

(61 1)

(74.2)

(134 2)
(30 l)

45
29

(le3)
84

(0 2)

40
Net Operating Activities from Continuing Operations

Net Operaling Activities frorn (used for) Discontinued Operations

604.3 394,4

(0 4)

Net Cash Flows from Operating Activities 604.3 394.0

Investing Activities

Capital expenditures

Proceeds from disposition of assets

Restricted cash withdrawals (deposr'ts)

Distributions from (contributions to) equity investees

Other investins activities

(402s)

71.7

3.3

1.2

2.4

(386.3)

53

Qe)
(31 0)

70
Net Cash Flows used for Investing Activities (388.9) (407 9)

Financing Activities
lssuance ofcommon units ofCPPL, net ofissuance costs

Repayments of long-term debt and capital lease obligations

Change in short-term bonowings, net

Issuance of common stock

Acouisition of treasurv stock

1,168.4

(E.0)

(r,262.9)

5.9

(20.1 )

(e 1)

t13 8

8.9

(lo o)

Dividends Daid - c{mmon stock (82.r ) (78.s)

Net Cash Flows (used for) from Financins Activities 25.1

Change in cash and cash equivalents from continuing operations

Change in cash and cash equivalents from (used for) discontinued operations

Cash and cash equivalents at beginning ofperiod

16.6

25.4

11.6

(0.4)

26.8

Cash and Cash Equivalents at End of Period

17

42.O $ 380
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Columbia
Pipeline Partners

5151 San Felipe

Houston, Texas 77056

IIIYSE: CPPL

NEWS RELEASE

FOR ADDITIONAL INFORMATION:

Investors:
Bruce Connery
Mce President. Investor Relations

(713) 386-3603

blconnery@nisource. com

Columbia Pipeline Partners LP Reports Solid First Quarter Results

April 30,2015

Media:
James Yardley
Directoq Extemal Communications
(713) 386-3366

i vardlev(Enisource.com

Completed initial public offering

Generated $18.2 million ofAdiusted EBITDA and $15.9 million of Distributable Cash Flow

for the post-IPO period
. Announced a prorated cash distribution of $0.0912 per unit for the post-IPO period
. $500 million revolving credit facility in place and undrawn

HOUSTON - Columbia Pipeline Parfirers LP (NYSE: CPPL) (*CPPL"), a NiSouce Inc. (NYSE: NI) company,

today reported financial and operating results for the porlion ofthe first quarter 2015 between the close of its
initial public offering ("[PO") on February 11,2015, and March 31,2015 (the "Post-lPO Period").

"Columbia Pipeline Partners delivered solid results and visible long-term growth," Robert C. Skaggs Jr.,
chairman and chief executive officer of CPPL said. "By advancing several major growth projects and executing

on Columbia Gas Tiansmission's long-term system modemization program, the team continues to stengthen

our competitive market position in the Marcellus and Utica Shale production regions."

CPPL reported Post-IPO Period net income attributable to limited partners of $13.3 million, or $0.13 per limited
partner unit and Adjusted EBITDA (a non-GAAP measure) of $18.2 million. CPPL generated Distributable

Cash Flow (a non-GAAP measure) of $15.9 million for the Post-IPO Period, which represents 1.73x coverage

of the Post-IPO Period distribution of $9.2 million. The distribution represents the prorated amount of CPPL's

minimum quarterly distribution of $0.1675 per unit, or $0.67 per unit on an annualized basis. Please see the

defrnitions of non-GAAP measures and the reconciliation to the most comparable measure calculated in
accordance with GAAP in the "Non-GAAP Financial Measures" section of this press release.
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Presentation of Financial Statements

CPPL's consolidated financial statements include the accounts of CPPL and its consolidated subsidiary, CPG

OpCo LP ("OpCo"). CPPL holds a 15.7o/o limited partner interest and a non-economic general partner interest

in OpCo. As CPPL controls OpCo through the ownership of its general partner CPPL consolidates OpCo in its

consolidated fmancial statements and shows Columbia Energy Group's ("CEG"), which is CPPL's sponsor,

84.3% ownership in OpCo as a non-controlling interest.

Balance Sheet

On February 11,2015, CPPL secured a $500 million revolving credit facility, which remains undrawn.

Capital Expenditures .

Capital expenditures totaled $ l9l .0 million the first quarter, which includes expansion capital of $ 169.5 million
and maintenance capital of $21.5 million. Expansion capital expenditures were mostly attributable to the

Columbia Gas Transmission modernization program, the Leach and Rayne XPress projects and the East Side

Expansion project. Additional details about the company's growth projects can be found in the Columbia

Pipeline Group section of the NiSource first quarter 2015 earnings release issued on April 30, 2015.

Distributable Cash Floq Adjusted EBITDA and Capital Expenditure Forecast

CPPL's guidance for the 12 months ending December 31,2015 remains unchanged from what was presented in
CPPL's IPO Registration Statement on Form S-1.

Initial Public Offerin g

On February 77, 2015, CPPL closed its IPO of 46,8 I I ,3 98 million common units representing limited partner

interests in CPPL at $23.00 per cornmon unit. In addition to the common units issued at closing, 7,021,709

common units were issued pursuant to the full exercise of the underwriters' option to purchase additional

common units at the IPO price. All cornmon units began trading on the New York Stock Exchange on February

6,2015 under the symbol "CPPL."

The public common unitholders own a 53.5% limited partner interest in CPPL. CEG owns the remaining 46.5%

limited partner interest in CPPL, 100% of the general partner of CPPL and all of CPPL s incentive distribution

rights.

First Quarter 2015 Operating Results

The following is a comparison of operating results for the first quarter of 2015 compared to the first quarter of
2014. Earnings for the periods prior to the date of the IPO are derived from the financial statements and

accounting records of CPPL's Predecessor, which is comprised of NiSource Inc.'s Columbia Pipeline Group

Operations reportable s€gment.

Operating revenues, excluding the impact of trackers, increased by $21.1 million primarily due to higher

demand margin revenue as a result of growth projects placed into service and new firm contracts. This increase

was partially offset by decreased mineral rights royalty revenue.
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Operating expenses, excluding the impact of trackers, increased by $22.7 million primarily due to lower gains

on the conveyances of mineral interests, higher employee and administrative costs and increased depreciation.

Equrty earnings increased by $5.1 million primarily due to new compression assets being placed into service at

Millennium Pipeline and the Pennant facilities going fully in-service.

Other income (deductions) in the first quarter of 2015 reduced income by $7.1 million compared to a reduction

in income of $10.3 million in the same period :ll'2014. The decrease was primarily due to an increase in the

equity portion ofAllowance for Funds Used Dwing Conskuction (AFUDC).

Conference Call

CPPL andNiSource Inc. (NYSE: NI) will host a joint investor conference call at 9 a.m. ET (8 a.m. CT) on

Thursday, April 30, 2015, to review its first quarter 2015 lurancial results. All interested parties may listen to

the conference call live on April 30 by logging onto the Columbia Pipeline Partners investor relations website

at http://investors.columbiapipelinepartners.com.

A replay of the call will be available beginning at noon ET on April 30, through 1l:59 p.m. ET on May 7. To

access the recording, call (855) 859-2056 and enter conference ID 23684343. For intemational participants to

hear the replay, please dial (404) 537-3406 and enter the same pass code as above,23684343. Arecording of
the call also will be archived on the Columbia Pipeline Partners website.

Non-GAAP Financial Measure

Adjusted EBITDA and Partnership Distributable Cash Flow
We define Adjusted EBITDA as net income before interest expense, income taxes, and depreciation and

amortization, plus distributions of earnings received from equity investees, less equity eamings in

unconsolidated affiliates and other, net. We define Partnership Distributable Cash Flow as Adjusted EBITDA
less net cash interest expense, maintenance capital expenditures, gain on sale ofassets and distributable cash

flow attributable to noncontrolling interest plus proceeds from gain on sale of assets and any other known

differences between cash and income.

Adjusted EBITDA and Partnership Distributable Cash Flow are non-GAAP supplemental frnancial measures

that management and external users of our financial statements, such as indusfiy analysts, investors, lenders

and rating agencies, may use to assess the viability of acquisitions and other capital expenditwe projects and

the retums on investment of various investment opportunities.

We believe that the presentations of Adjusted EBITDA and Partnership Distributable Cash Flow will provide

useful information to investors in assessing our financial condition and results of operations. The GAAP
measures most directly comparable to Adjusted EBITDA and Partnership Distributable Cash Flow are Net

lncome and Net Cash Flows from Operating Activities. Our non-GAAP financial measures of Adjusted

EBITDA and Partnership Dishibutable Cash Flow should not be considered as an altemative to GAAP net

income or net cash flows from operating activities. Adjusted EBITDA and Partnership Distributable Cash Flow

have important limitations as analy'tical tools because they exclude some but not all items that affect net income

and net cash flows from operating activities. You should not consider Adjusted EBITDA or Partrrership

Distributable Cash Flow in isolation or as a substitute for analysis of our results as reported under GAAP.
Because Adjusted EBITDA or Partnership Distributable Cash Flow may be defined differently by other
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companies in our industry, our definitions of Adjusted EBITDA or Partnership Distributable Cash Flow may

not be comparable to similarly titled measures of other companies, thereby diminishing their utility.

About Columbia Pipeline Partners LP

Columbia Pipeline Partners LP, based in Houston, Texas, is a fee-based, growth-oriented master limited
partnership formed to own, operate and develop a growing portfolio ofnatural gas pipelines, storage and related

midstream assets.

CPPL's business and operations are conducted through CPG OpCo LP and its subsidiaries, which own and

operates substantially all of the natural gas transmission, storage and midstream assets of NiSource Inc.'s

Columbia Pipeline Group unit. Columbia Pipeline Group operates approximately 15,000 miles of strategically

located interstate pipelines extending from New York to the Gulf of Mexico, one of the nation's Iargest

underground natural gas storage systems, and a growing portfolio ofrelated gathering and processing assets.

The majority of its assets overlay the Marcellus and Utica Shale production areas. Additional information can

be found at www.columbiapipelinepartners.com and www.columbiapipelinegroup.com. NI-F

Forward-Looking Statements

This release includes "forward-looking statements" within the meaning of federal securities laws, which are

statements other than historical facts and that frequently use words such as "anticipate," "believe," "continue,"

"could," "estimate," "expect," "forecast," "intend," "may," "plan," "position," "should," "strategy," t'target,t'

"will" and similar words. All forward-looking statements speak only as of the date of this release. Although

CPPL believes that the plans, intentions and expectations reflected in or suggested by the forward-looking

statements are reasonable, there is no assurance that these plans, intentions or expectations will be achieved.

Therefore, actual outcomes and results could materially differ from what is expressed, implied or forecast in

such statements.

Therefore, actual outcomes and results could materially differ from what is expressed, implied or forecast in

such statements.

This release contains certain forward-looking statements that are based on current plans and expectations and

are subject to various risks and uncertainties. CPPUs business may be influenced by many factors that are

diffrcult to predict, involve uncertainties that may materially affect actual results and are often beyond CPPL s

control. These factors include, but are not limited to, changes in general economic conditions; competitive

conditions in our industry; actions taken by third-party operators, processors and transporters; the demand for

natural gas storage and transportation services; our ability to successfully implement our business plan; our

ability to complete internal groMh projects on time and on budget; the price and availability of debt and equity

financing; the availability and price of natural gas to the consumer compared to the price of alternative and

competing fuels; competition from the same and altemative energy sources; energy efficiency and technology

trends; operating hazards and other risks incidental to transporting, storing and gathering natural gas; natural

disasters, weather-related delays, casualty losses and other matters beyond our control; interest rates; labor

relations; large customer defaults; changes in the availability and cost of capital; changes in tax status; the

eflects of existing and future laws and governmental regulations; and the effects of future litigation. For a full
discussion of these risks and uncertainties, please refer to the "Risk Factors" section of CPPL's Annual Report

on Form l0-K for the year ended December 31, 2014, filed with the Securities and Exchange Commission. All
forward-looking statements included in this press release are expressly qualified in their entirely by such
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cautionary statements. CPPL expressly disclaims any obligation to update, amend or clarifr any forward-

looking statement to reflect events, new information or circumstances occurring after the date of this press

release except as required by applicable law.
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Columbia Pipeline Partnerc LP
Statements of Operations

(unaudited)

Three Months Ended
March 3l -

(in millions, except per unit amounts) 2015 20t4

Operating Revenues

Transportation revenues

Transportation revenues-affi li ated

Storage revenues

Storage revenues-affiliated

Other revenues

Predecessor

247.9 $ 246.9

28.7 28.6

36.6 36.3

13.3 13.7

12.7 20.0

Total Operating Revenues 339.2 345.5

Operating Expenses
Operation and maintenance

Operation and maintenance-affiliated

Operation and maintenance-trackers

Depreciation and amortization

Gain on sale of assets

Propertv and other taxes

66.4

36.1

43.6

32.3

(s.3)

19.0

66.8

28.3

71.0

29.7

( 17.5)

18.5

Total Operating Expenses 192.t 196.8

Equity Earnings in Unconsolidated Affiliates 14.9 9.8

Operating Income 162.0 t58.5

Other Income (Deductions)

Interest expense-affi liated (11.4)

4.3

(r2.r)
1.8Other, net

Total Other Deductions, net (7.r\ 00.3)
lncome before Income Taxes

Income Taxes

154.9

23.7

148.2

)). /
Net Income
Less: Predecessor net income prior to IPO on February I I , 20 I 5

131.2 $

42.7

92.s

Net income subsequent to IPO
Less: Net income attributable to noncontrolling interest in OpCo subsequent to IPO

88.5

75.2

Net income attributable to limited Dartners subsequent to IPO 13.3

Net income attributable to partnersr ownership interest subsequent to IPO per
limited oartner unit (basic and diluted)

Common units $

Subordinated units

Weighted average limited partner units outstanding (basic and diluted)
Common units

Subordinated units

0.13

0.13

53.8

46.8



GAS-ROR.O06
Attachment G
Page 26 of 46

Columbia Pipeline Partners LP
Selected Financial Data

(unaudited)

Three Months Ended
March 3l -

(in millions, except per unit data) 2015 2014

Predecessor

Net income attributable to partners' ownership interest subsequent to IPO per
limited partner unit (basic and diluted)

Common units

Subordinated units

Weighted average limited partner units outstanding (basic and diluted)

Common units

Subordinated units

Balance Sheet Data (at period end):

Total assets

Net property, plant and equipment

Long-term debt-affiliated, excluding amounts due within one year

Total liabilities

Total partners' net equity

Statement of Cash Flow Data:

Net cash from (used for):
Operating activities $

Investing activities

Financing activities

Other Data:

Adjusted EBITDA $

Adjusted EBITDA attributable to Predecessor prior to IPO

Adjusted EBITDA attributable to noncontrolling interest in OpCo subsequent to IPO

Adjusted EBITDA attributable to Partnership subsequent to IPO

Maintenance capital expenditures

Expansion capital expenditures

Operating Data:

Throughput (MMDth) 643.0 650.8

0.13

0.13

53.8

46.8

8,855.6 $

5,097.3

630.9

1,452.7

7,402.9

8,107.5

4,960.2

1,472.8

3,936.2

4,17r.3

173.7 $ 202j
(8s4.s) (162.7)

687.s (39.9)

197.7 $ 186.0

79.4

100.1

r8.2

21.5

169.5

21.3

137.9
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Columbia Pipeline Partners LP
Non-GAAP Reconciliation of Adjusted EBITDA and Distributable Cash Flow

(unaudited)

Three Months Ended
March 3l

2015 2014

Predecessor

131.2 $ 92.5Net Income

Add:

Interest expense-affi liated

Income taxes

Depreciation and amortization

Distributions of eamings received from equity investees

Less:

Equity earnings in unconsolidated affiliates

Other. net

tt.4
23.7

32.3

r8.3

t4.9

4.3

t2.l
5s.7

29.7

7.6

9.8

1.8

Adiusted EBITDA 197.7 S 186.0

Less:

Adjusted EBITDA attributable to Predecessor prior to IPO 79.4

Adjusted EBITDA attributable to noncontrolling interest in OpCo subsequent to IPO 100.1

Adiusted EBITDA attributable to Partnership subsequent to IPO $ 18.2

Net Cash Flows from OperatingActivities
Interest expense-affi liated

Current taxes

Other adjustments to operating cash flows

Chanses in assets and liabilities

173.7 S

lt.4
13.2

(2.e)

2.3

202.5

12.l

26.8

15.6

(71.0)

Adiusted EBITDA 197.7. S r86.0

Less:

Adjusted EBITDA attributable to Predecessor prior to IPO 79.4

Adjusted EBITDA attributable to noncontrolling interest in OpCo subsequent to IPO 100.1

Adjusted EBITDA
Less:

Cash interest, net

Maintenance capital expenditures

Gain on sale of assets

Distributable cash fl ow attributable

Distributable cash fl ow attributable

Add:

Proceeds from sales ofassets

to Predecessor prior to IPO

to noncontrolling interest subsequent to IPO

r97.7

lt.4
20.6

5.3

67.8

89.0

t0.2

2.1Non-recurring capital costs related to spin-off

Partnership Distributable Cash Flow 15.9
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Fmn &r Lm*kir:g Statermercts

This presentation contains forward-looking statements within the meaning of federal securities laws. These forward-looking statements
are subject to various risks and uncertainties. Examples of forward-looking statements in this presentation include statements and
expectations regarding future dividends, operating earnings growth, earnings per share growth, capital investments, financing needs and
plans, and investment opportunities. Factors that could cause actual results to differ materially from the projections, forecasts, guidance,
estimates and expectations discussed in this presentation include, among other things, the timing to consummate the transactions as
described herein; the risk that a condition to consummation is not satisfied; disruption to operations as a result of the proposed
transactions; the inability of one or more of the businesses to operate independently following the completion of the proposed
transactions; weather; fluctuations in supply and demand for energy commodities; growth opportunities for NiSource's businesses;
increased competition in deregulated energy markets; the success of regulatory and commercial initiatives; dealings with third parties
over whom NiSource has no control; actual operating experience of NiSource's assets; the regulatory process; regulatory and legislative
changes; changes in general economic, capital and commodity market conditions; and counter-party credit risk, and the matters set forth
in the "Risk Factors" section of the Columbia Pipeline Partners LP ("CPPL") 2014 Form 10K and the matters set forth in the "Risk
Factors" section in NiSource's 2014 Form 10-K, and the risk factors in the Columbia Pipeline Group ('CPG') Form 10, many of which are
beyond the control of NiSource. Readers are cautioned not to place undue reliance on these forward{ooking statements, which speak
only as of the date of this presentation. NiSource expressly disclaims any duty to update any of the foruvard-looking statements contained
in this presentation.

With regard to the potential distribution of CPG shares - it should be noted that distribution is subject to the satisfaction of a number of
conditions, including the final approval of NiSource's Board of Directors. There is no assurance that such distribution will in fact occur.

Regulation G Disclosure Statement
Today's presentation includes guidance with respect to net operating earnings from continuing operations, which is a non-GAAP financial
measure as defined by the SEC's Regulation G. lt should be noted that there will likely be differences between such net operating
earnings and GAAP earnings due to various factors, including, but not limited to, weather, restructuring costs and accounting changes.
NiSource is not able to estimate the impact of such factors on GAAP earnings and, as such, is not providing earnings guidance on a
GAAP basis.
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rffiet3n *3re m #fl-r ffiffit- trff *mc-X$-ltrr s ffiv?E*g

Expected to Unlock
Full Potentialfor
Both Gompanies

Focused on Distinct
Growth Opportunities,
Assets and Customers

Independent
Gompanies
Positioned to
Realize Growth
Opportunities

Colurnbia
Plpeline Group

Experienced Teams and
Proven Track Records

at Both Companies

Investors Attracted
to Distinct Investment

Profiles
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S*parmtioix Tft m$[ne - Crmmt$m Two Emdependent, ffnmnmier Cornp#n$*s

MLP IPO Complete

Credit Agency Review Complete

Recapitalization On Schedule

SEC Form 10 On Track

Separation on Track for July 1, 2015

. Expected Record Date for "Separation Dividend" of Columbia
Pipeline Group June 19,2015 (NYSE:Nl and NYSE:CPGX)
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e rsatirx * lmde *ffiCeffit, Fn*rcl*n ilr*an V C# asi*$

Gombined Dividends Reflect -8o/o Increase

Current Annual Dividend $1.04

Expected InitialAnnual Dividend - $0.62 Expected InitialAnnual Dividend - $0.50

Columbia
Pipeline Group
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a , e $:inaneinl$f'$iqqrli

Jim Stanley, SVP & Chief ng
Carl Levandel IVP & Chi lat cei ,

Envestor Update
$.''lay i"4, ?S15

* Represenfs NlSource after separation



$SroL$retr Strmtmglr Frffiyrl#w*rk * Crenting Value

Aspiration

Value Proposition

Strategic Approach

Premier Regulated Utility Company

Best-in-Class Risk-Adjusted Total Return Proposition
. -$30B of 100% Regulated Utility Infrastructure Investment Opportunities
. Scale Across 7 States
. Transparent Earnings Drivers
. Constructive Regulatory Relationships and Mechanisms

Balanced Priorities
. Enhance Value to Our Customers and Communities
. Build, Maintain and Operate a Safe, Reliable and Efficient System
. Aligned, Engaged Employees, Business Partners and Operations
. Financial Discipline for Our Investors

* Net Operating Earnings from Continuing Operations (Non-GAAP)
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ilrs {*n Lit}iie ssin#$s#s ff #r*agir *ft * Lar c Semle, iw*ns* #tpr$nt

frHiqrue,

7-State Footprint
-3.5M Gas LDG Customers

-500K Electric Customers
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hlE surce Leadsrs?l$ w

NiSource Board of Directors
Richard L. Thompson (lndependent Chairman) - Director Since 2004

Richard A. Abdoo - Director Since 2008

Aristides S. Candris - Director Since 2012

Michael E. Jesanis - Director Since 2008

Carolyn Y. Woo - Director Since 1998

Joe Hamrock - Director Effective 7-1-2015

Joe Hamrock
President & CEO

Rob Campbell
EVP Coroorate
Affairs & HR

Carrie Hightman
EVP &

Chief Legal Officer

Jim Stanley
EVP & COO

Violet Sistovaris
EVP NIPSCO

* Represents NiSource after separation

i,.':::.:.*+
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Nl5*{.irte K€ $nvwst ent ilmnsld*{ffiv"t#n$

r Focused Business Strategy

r Transparent Earnings Drivers and Attractive Risk-Adjusted Returns

r -$30B of Expected Infrastructure Enhancements Over 20+ Years

. Meet Safety and Reliability Needs

. Enhance Customer Service and Experience

. Comply with Environmental Requirements

Significant Scale with -4.0M Customers Across 7 States

Investment Grade Credit Ratings

Expected EPS* and Dividend Growth of 4-60/o Annually

I

I

* Net Operating Earnings from Continuing Operations (Non-GAAP)
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&$f S*rurilffi Key !nvest €nt Considerati*ns

Transparent, Sustainable Growth Drives Premium Equity Value

r 2016 Guidance
r EPS* $1 .00 - $1 .10

r CapEx -$1 .48
r Expected Initial Annual Dividend of $O .62 per Share

(lncrease at Separation Consistent with 4-6% Growth)
r Targeted Dividend Payout Ratio of 60-70%

* Net Operating Earnings from Continuing Operations (Non-GAAP)
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Su*siness Fr*f$$e; Pure-Ptray Utility fith 7-Stntm Footprint

Gas Distribution Utilities

Total Rate Base* of
-$58

Constructive Regulatory
Environments

Significant System
Modern ization I nvestment
Programs

Enhanced Customer
Service, Programs and
Growth Initiatives

Operating Earnings

Fu6fi 8ffi&e ra€*d ?m*trE* €E$9ty

. Total Rate Base" of
-$3.08

. Constructive Regulatory
Environment

. Significant System
Environmental,
Enhancement and
Modernization I nvestment
Programs

. Enhanced Customer
Service, Programs and
Growth lnitiatives

* Rate Base as ot 1213112014
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Revenue Prcfils: $teble,300% Regulated Revenue Stre&il?1

Net Revenue*

* Based on2014 Financial Results



A *X$-ffist* $Eshed *m{fcr mf Gp*r*{B*ilsffis*eu.eYi*r: er#ss7-%EmY.*n

State-by-State
Jurisdictional Focus

Support by Central
Operations Platform
. Leverages experienced

leadership
. Drives efficiencies across

operations
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S$ ylAffrfrffi mt, Long-Tenm lnfrastnucturffi $rxv#$tr$ents

-$308 Expected Enhancements Provide Over 20+ Years of Visible Growth

$30

q
r

\+

t'9

$zo

$to

Generation Investment (-$1 .78)

r Electric Transmission Investment (-$1.0B)

Electric Environmental Investment (-$0.5B)

w Electric System Modernization (-$6.8B)

e Gas System Modernization (-$208)

$o
NiSource

lnvestment Inventory
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Regulatory Environment and Growth Strategy
7-Year, - $1.1B T&D infrastructure modernization program with semi-annual
tracker filings

Two electric transmission projects undenivay (-$500M capital investment)

All plants fully scrubbed by end of 2015 (-$800M capital investment)

Potential for additional environmental, modernization, and transmission
opportunities to be identified over the next 20+ years

Total Investment Opportunities

Annual Investment Range

Program Length

Regulatory Treatment

-$10.08

$1 75-$500M

20+ Years

Modernization and Environmental
Projects Tracked

Rate Design
. 100o/o fuel costs pass-through
. - 55o/o net revenue requirement collected through fixed

charges, tracker, or demand ratchet

Customer Mix (Net Revenue)

. Steel related customers represent -15o/o of net revenues

. Industrial rates 75% demand charge weighted

Constructive Legisl ation
. Senate Bill 560 - Use of foruvard test year, timely rate

c€lses, infrastructure investment tracking, rural expansion
for natural gas; Rate case required within 7 years of
originalTDSlC filing

. Senate Bill 251 - Cost recovery of federally mandated
requirements

Year 1 Yee,r2

Indimnm ffi$**tnin { $ Se*}
Business Profile
. Third largest electric utility in Indiana

(-500K customers)
. Fully integrated electric utility
. 3,300 MW of environmentally compliant

generation
. - $3.08 rate base

Customer Focus
. Fewest customer complaints in Indiana
. Top quartile reliability performance
. Continued rise in J.D. Power customer

satisfaction survey

Sept F ing

Mar Filing Jun

& 't,



tndlana tlectric {l\5{P$ery} - Transrnissisn Frojects

Under the MISO comprehensive transmission
expansion plan, NIPSCO is constructing two large Multi
Value Projects (MVPs) to meet the reliability needs of
the electric system and its customers:

Project 1: Reynolds to Topeka
. 100 Mile, 345 kV transmission line (Reynolds/Burr OaUHiple)
. Approved by MISO Board of Directors on December 8,20'11
. FERC approved fonruard looking rates including CWIP and

any potential abandonment costs
. CapEx $293M
. ln Service late 2018

Project 2: Greentown to Reynolds
. 66 Mile, 765 kV transmission line (Reynolds/Greentown)
. 50/50 Partnership with Pioneer
. Approved by MISO Board of Directors on December 8,2011
. FERC approved fonnrard looking rates including CWIP and

any potential abandonment costs
. CapEx $330M (NIPSCO = $165M)
. ln Service late 2018



lt,F?f'

L*lL$mffil# q'sffiS #T rcl*

Total Investment Opportun ities

Annual Investment Range

Program Length

Regulatory Treatment

Weighted Avg Regulatory Lag

Regulatory Environment and Growth Strategy
Fully tracked annual Infrastructure Replacement Program (lRP)

Ability to defer costs associated with non-tracked investments
Public policy provides tools supporting investment for economic development
and deferral of pipeline safety costs

Business Profile
. Largest LDC in Ohio (-1.4M customers)
. - 20,000 miles of pipe
. - 3,000 miles of bare steel & cast iron
. - $t.7B rate base

Customer Focus
. Nationally recognized energy

efficiency programs
. Positive trending customer

satisfaction

Rate Design
. Straight fixed variable rate design (fully fixed

residential distribution rate)
. Bad debt tracked with full recovery
. Several other O&M trackers

Economic Outlook / Customer Growth
. Stable economic environment with modest

customer growth
. Energy is central to state economy

Constructive Legisl ation
House Bill 95 - Utility modernization capital programs

House Bill 319 - Infrastructure cost recovery for
economic development pro;ects

Senate Bill 378 - Underground protection and
enforcement

Year 2

-$4 1B

$1 77-$1 95M

20-25 Years

Tracked (lRP)

< 12 Months

 
Feb

Filing



$m imna Gas {N:PSt#}
Business Profile
. Largest LDC in Indiana (-800K customers)
. - 17 ,000 miles of pipe
. - 35 miles of bare steel
. Regulatory construct encourages gas

system expansion into rural areas
. - $800M fair value rate base

Customer Focus
. Lowest-cost gas provider in Indiana
. Fewest customer complaints in Indiana
. Continued rise in J.D. Power customer

satisfaction survey

Rate Design
. -600/o of residential distribution rate fixed
. Low income program fully tracked

Economic Outlook / Customer Growth
. Stable economic environment
. Customer growth potential through rural extension

opportunities

Constructive Legisl ation
Senate Bill 560 - Use of fonryard test year, timely rate
cases, infrastructure investment tracking, rural
expansion for natural gas, rate case required within 7
years of original TDSIC filing

Senate Bil 251 - cost recovery of federally mandated
requirements

Year 1 YeaJ 2

Mar Filing Jun

&!t

Sept Filing

Regulatory Environment and Growth Strategy
7-Year, - $830M Infrastructure Modernization Program with semi-annual
tracker filings
Additional modernization opportunities identified over next 20+ years

-Totall nveslment,Opportu n ities

Annual Investment Range

Program Length

Regulatory Treatment

Weighted nvg Regulatory Lag i

T 
$4iB\=

$80-$120M

20-25 Years

Tracked

< J2 Months
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mlu Ea ss #f #nnsvlvmnEm

Business Profile
, -420K customers in Pa.
, - 7 ,400 miles of pipe
, - 1,700 miles of bare steel & cast iron

(rate of replacement nearly double state avg.)
. - $1.18 rate base

.Customer Focus
. Ranked highest in customer satisfaction

among midsize gas utilities in eastern U.S.,
according to J.D. Power 2014 residential
customer satisfaction study

. State leader in universal services, low
income initiatives, choice and energy
efficiency programs

Regulatory Environment and Growth Strategy
Recovery of infrastructure and other costs through frequent base rate filings
utilizing a forward test year

Base rate cases supplemented by DSIC filings

Tariff supports system expansion by allowing customers payment options for
main extension

Total Investment Opportunities

Annual Investment Range

Program Length

Regulatory Treatment

Weighted Avg Regulatory Lag

-$3.08

$143-$168M

.,'15-20 Years i

Rate Case / Tracker

pNone

&
ll/lar

Filing

Rate Design
- 75o/o revenue generated by residential customers
with 50% fixed distribution rate (assuming average
customer usage)

Weather normalization adjustment for residential
customers stabilizes revenue

Economic Outlook / Customer Growth
. Stable economic environment
. Tariff program allows for modest customer growth
. New business tariff proposals pending

Constructive Legislation
. Act 11 - Allows a gas utility to file a Distribution

Service lmprovement Charge (DSIC) and rate case
with fully forecasted rate year
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ffiolurnbla Gas ffif ffissffimhusetts

Business Profile
Largest gas-only LDC in Mass.
(-300K customers)

- 5,000 miles of pipe

- 1,000 miles of bare steel &
cast iron

. - $600M rate base

Customer Focus
. Strong customer interest in

conversion from oil to natural gas
. Broad based energy efficiency

program provides full range of
customer programs

Year 1

A
Oct

Filing

Rate Design
Revenue decoupling adjustment provides
residential distribution revenue recovery

Full cost recovery mechanisms for O&M
associated with energy efficiency and low income
programs, bad debt, and pension costs

Economic Outlook / Customer Growth
. Stable economic environment
. Customer growth potential through conversion

opportunities

Constructive Legislation
. House Bill4164

- Recovery of pipeline infrastructure investments
based on fonrrrard looking tracker

- Allows LDCs to implement various programs to
facilitate customer conversion to natural gas

Regulatory Environment and Growth Strategy
Modernization/safe$ investments recovered throug h annual (forward-
looking) infrastructure tracker filings

Tracker filings supplemented by periodic rate cases

Customer growth opportunities through natural gas conversions

Total Invesiment.Oijfii*rtu ri ities

Annual Investment Range

Program Lengthi" ,; /i..

Regulatory Treatment

Weighted Avg Regul* Lfi

-$1.48

$44-$70M

15-20 Years

Tracked

None

Year 2
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eo{ux bia ffis cg Vin ir:ia

Business Profile
. -250K customers in Virginia
. - 5,000 miles of pipe
. - 200 miles of bare steel
. - $530M rate base

Customer Focus
. Broad residential, commercial and

industrial portfolio
. Industry leading third party damage

rate

Rate Design
. Revenue normalization adjustments provides full

residential distribution revenue recovery
. Energy conservation tracker

Economic Outlook/ Customer Growth
. Stable economic environment
. Customer growth opportunities through system

expansron
. Initiatives in place to promote customer conversions

and growth

Constructive Legislation
DIMP Act - Allows deferral of incremental O&M costs related
to pipeline safety programs

SAVE Act - Allows recovery of investment on infrastructure
replacement

NEED Act - Allows deferral of infrastructure expansion costs

MAIN Act - Provides for recovery of infrastructure expansion
program costs

Regulatory Environment and Growth Strategy
Fonruard looking annual modernization/safety infrastructure investment
tracker filings

Tracker filings supplemented by rate case filings with forward test year

Annual infrastructure cost recovery filings

System expansion opportunities through NEED and MAIN legislation

Total lnvestment Opportunities

Annual Investment Range

Program Length

Regulatory Treatment

Weighted Avg Regulatory Lag
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fiolurrlh*a Gas of Kernte"$ckV

Business Profile
. -135K customers in Ky.
. - 2,600 miles of pipe
. - 430 miles of bare steel &

cast iron
. - $235M rate base

Customer Focus
. Top tier customer satisfaction

levels
. Sustained industry leading

employee safety performance

Rate Design
. - 65% of revenue generated by residential customers

with a 60% fixed distribution rate
. Weather normalization adjustment for residential and

commercial customer stabilizes revenue
. Energy conservation tracker

Economic Outlook / Customer Growth
. Stable economic environment with improving

customer growth rates

Constructive Legislation
House Bill 100 - allows government financing for
energy efficiency improvements

State law also provides for tracked recovery of
pipeline replacements and permits use of fonruard test
year in rate cases

Year 1

A
Oct

Filing

Regulatory Environment and Growth Strategy
Annual modernization/safety infrastructure investment tracker filings

Tracker filings supplemented by rate case filings with forward test year

Total lnvestment Opportunities

Annual Investment Range

Program Length

Regulatory Treatment

Weighted Avg Regulatory Lag

-$750m

$1 2-$1 4M

25-30 Years

Tracked

None
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Business Profile
. -33K customers in Md.
. - 750 miles of pipe
. - 95 miles of bare steel & cast iron
. - $60M rate base

. Customer Focus
. Sustained industry leading employee

and system safety performance

Rate Design
. Revenue normalization adjustment provides full

residential distribution revenue recovery
. Energy efficiency tracker

Economic Outlook/ Customer Growth
. Stable economic environment with modest

customer growth

Constructive Legislation
. STRIDE - prospective cost recovery for age and

condition investment

A
Nov

Filing

Regulatory Environment and Growth Strategy
Forward looking annual Infrastructure Replacement and lmprovement
Surcharge (lRlS) recovers age and condition investment

lRlS filings supplemented by periodic rate cases

Opportunity to update other costs between rate cases

Total I nvestment Opportun ities

Annual lnvestment Range

Program Length

Regulatory Treatment

Weighted Avg Regulatory Lag

-$200M

$6-$14M

15-20 Years

Tracked

None Y
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Highly Visible -$308 I 20+ Year Infrastructure Investment Opportunity

. Industry-leading regulated natural gas and
. Complementary rate structures and tracker

electric utilities company platform

. Track record of collaborative execution and r
safe, reliable service

-$1.48
Expected

Annual
Capital

Investment

mechanisfits; -75o1o of CapEx expected to be
revenue-producing

Disciplined capital management; solid,
investment-grade credit rating

4-6%
Expected
EPS- &
Dividend
Growth

* Net Operating Earnings from Continuing Operations (Non-GAAP)
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Annual Investments Driven by -$308 / 20+ Year Opportunities

2010 2011 2012

r Maintenance

2013 2014

r Growth/Tracker

2015E 2016E



GAS-ROR-OO6
Attachment H

$SoL$rfitr Ut$g$ties tcns?sternt ffianffi$n s r K

$950

$850

$750

$650

$s50

$450

$350

$250

2016 Guidance
. Earnings Per Share

(EPS.) $1.00 - $1.10

. Expected InitialAnnual
Dividend of $0.62 per
Share Following
Separation

2016E
2010 2011 2012 2013 2014

Historical Operating Income"*
($ Millions)

* Net Operating Earnings from Continuing Operations (Non-GAAP)
** Historical NiSource Gas Distribution and Electric Operations Reported Operating Income
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Recapitalization Reduces NiSource Net Debt

NiSource Long-Term Debt Profile at Separation

. Weighted Average Maturity of -14 years

. Weighted Average Rate of -5.8%

Solid Liquidity
. $1 .5B / S-Year Committed Credit Facility in Place at Separation

. Minimal Balance at Separation

Stable Investment Grade Credit Ratings Expected at
All Three Agencies

* Projected as of July 1, 2015
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Growth CapEx
(-$1,oooM)

Maintenance GapEx
(-$3soM)

Dividend
(-$zoottll

Funds From Operations
(-$1,1ooM)

Primary Uses Primary Sources

* Net Operating Earnings from Continuing Operations (Non-GMP)
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Gompelling Pure-Play Utility Investment Proposition

Focused Business Strategy

-$30B of Expected Infrastructure Enhancements Over 20+ years

Significant Scale with -4.0M Customers Across 7 States

Investment Grade Credit Ratings

Expected Earnings and Dividend Growth of 4-6% Annually

2016 Guidance
. EPS* $1 .oo - $1 .10
. CapEx -$1 .4B

Expected Initial Annual Dividend of $0.62 per Share

Targeted Dividend Payout Ratio of 60-70%

I

t

* Net Operating Earnings from Continuing Operations (Non-GAAP)
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Joe Hamrock
President & Chief Executive Officer
. Previously, Hamrock was Executive Vice President & Group CEO for NiSource's

Gas Distribution segment
. Hamrock joined NiSource in May 2012 after serving in a variety of senior executive

positions with American Electric Power

Donald Brown
Executive Vice President & Chief FinancialOfficer
. Brown joined NiSource in April 2015 after serving as Vice President and Chief

Financial Officer at UGI Utilities, a division of UGI Corporation
. Brown has also served in a variety of financial leadership and consulting roles at

Constellation Energy, Progress Energy and Deloitte

Jim Stanley
Executive Vice President & Chief Operating Officer
. Previously, Stanley was Executive Vice President & Group CEO for NiSource's

Indiana gas and electric utility, NIPSCO
. Stanley joined NiSource in October 2012 after serving in a variety of senior

executive positions in the utility industry, most recently as Senior Vice President
and Chief Distribution Officerfor Duke Energy's U.S. electric business
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Carrie Hightman
Executive Vice President & Chief Legal Officer
. Prior to joining NiSource in 2007 , Hightman served as President of AT&T lllinois
. Previously, Hightman was a partner at the Chicago law firm of Schiff Hardin, where

she led its Energy, Telecommunications and Public Utilities practice group

Garl Levander
Executive Vice President & Chief Regulatory Officer
. Previously, Levander was President of Columbia Gas of Virginia, NiSource's

natural gas distribution subsidiary based in Virginia
. Levander began his career with Columbia Gas as an attorney in 1986 and has

served in a variety of rates and regulatory positions
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Rob Campbell
Executive Vice President, Corporate Affairs & Human Resources
. Previously, Campbell was Senior Vice President of Human Resources
. Campbell also was employed at NiSource in executive roles from June 2001

through January 2004, before returning to the law firm of Schiff Hardin LLP

Violet Sistovaris
Executive Vice President, NIPSCO
. Previously, Sistovaris was Senior Vice President & Chief Information Officer
. Sistovaris has served in a variety of executive positions at NiSource since joining

the company in 1994 from Centier Bank

'These represent announced future positions at NiSource
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Brent Archer
President, Columbia Gas of Virginia
. Previously, Archer served in a variety of leadership positions at the Columbia Gas

companies, most recently as Director of Business Policy at Columbia Gas of
Virginia

. Archer joined Columbia Gas in 1986

Steve Bryant
President, Columbia Gas of Massachuseffs
. Previously, Bryant served as Vice President of External Affairs
. Bryant joined Columbia Gas in 2001 after serving in various marketing and

regulatory positions at New England gas utilities

Dan Creekmur
President, Columbia Gas of Ohio
. Previously, Creekmur served as Vice President and General Manager of Columbia

Gas of Ohio and Vice President of Regulatory Affairs
. Creekmur joined Columbia Gas of Ohio in 2O07 as an attorney
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Mark Kempic
President, Columbia Gas of Pennsylvania/Maryland
. Previously, Kempic was Director of Rates and Regulatory Policy

. Kempic joined Columbia Gas in 1998 as an attorney. He previously worked for
Columbia Gas in a variety of roles from 1979 through 1992

Herb Miller
President, Columbia Gas of Kentucky
. Miller joined Columbia Gas in 2006 after serving eight years as the Chief Legal

Officer and Corporate Secretary of American Water Company for Kentucky,
Tennessee and Georgia

. Previously, Miller was a partner in the law firm, Stoll, Keenon & Ogden, one of
Kentucky's oldest and largest law firms

Kathleen O'Leary
President, N/PSCO
. Previously, O'Leary was Senior Vice President of Communications and

Compliance at NIPSCO
. O'Leary has served in a variety of executive positions since joining the company as

an attorney for Columbia Gulf Transmission in 1978
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FOR IMMEDIATE RELEASE

August 3,2015

FOR ADDITIONAL INFORMATION

Media
Ken Stammen

Communications Manaser
(614) 460-ss44
kstammen@nisource.com

Investors
Randy Hulen
Vice President, Investor Relations
(2r9\ 647-s688
rghulen@nisource.coln

NiSource Reports Second Quarter 2015 Earnings

. Financial results in line with expectations

. Credit rating upgraded by Standard & Poor's, outlook raised by Fitch Ratings

. Successfully completed the separation of Columbia Pipeline Group on July 1,2015

. Dividend, earnings growth outlook reaffirmed

MERRILLVILLE, Ind. - NiSource Inc. (NYSE: Nl) today announced net operating earnings per
share - controlling interest (non-GAAP) of $56.8 million, or $0.18 per share, for the three months
ended June 30, 2015, compared with $77.9 million, or $0.25 per share for the same period in 2014.
Operating earnings (non-GAAP) for the second quarter were $212.1 million, compared to $219.1
million in the prior period.

Second quarter net operating earnings - controlling interest (non-GAAP) were lower primarily due to
additional interest expense related to Columbia Pipeline Group's (CPG) long-term debt issuance
prior to its separation from NiSource and the impact of non-controlling interest in Columbia Pipeline
Partners, which was formed in February 2015.

On a GAAP basis, NiSource reported a loss from continuing operations - controlling interest of
$36.1 million, or $0.11 per share, for the three months ended June 30, 2015, compared with income
of $78.5 million, or $0.25 per share, for the same period in 2014. Operating income for the second
quarter was $165.1 million, compared to $219.6 million in the prior period. Schedules 1 and2 of this
news release contain a reconciliation of net operating earnings and operating earnings to GAAP net
income and operating income, respectively.

On July 1,2015, NiSource successfully completed the separation of CPG through a distribution of
all of the common stock of CPG held by NiSource to NiSource shareholders. CPG is now an
independent public company trading on the NYSE under the symbol CPGX. NiSource maintains no
ownership interest in CPG or Columbia Pipeline Partners following this separation. The financial
information presented today includes CPG reportable segment results, as CPG remained part of
NiSource through June 30,2015. Beginning with the third quarter, CPG will be reported as
discontinued operations in NiSource financial results.
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"Now that the separation is complete, the foundation is set for NiSource to execute on our pure-
play utility growth strategy which will enhance services to our customers and communities, and is

expected to deliver sustainable earnings and dividend growth," said NiSource President and Chief
Executive Officer Joseph Hamrock. "With solid, investmenfgrade credit ratings, $30 billion of
identified long-term gas and electric system enhancement opportunities, and constructive regulatory
environments across our seven states, our path forward is clear."

Hamrock reaffirmed that NiSource expects to deliver non-GAAP net operating earnings per share of
$1.00-$1.10 in 2016 with planned infrastructure enhancement investments reaching approximately
$1.4 billion. NiSource continues to project long-term earnings and dividend growth of 4-6 percent
annually.

On July 2, NiSource declared a quarterly dividend of 15.5 cents per share, consistent with the
company's intention, announced in May, to increase the combined (NiSource and CPG) dividend.

In June, NiSource received confirmation of its post-separation investment-grade credit ratings.
Standard & Poor's upgraded NiSource's credit rating to BBB+ from BBB-, Fitch Ratings revised its
outlook on NiSource to BBB- (positive) from BBB- (stable), and Moody's reaffirmed its rating of
NiSource atBaa2.

NiSource's utilities continue execution of core infrastructure investment programs
supported by complementary regulatory and customer initiatives.

NiSource remains on track to invest approximately $1.3 billion during 2015 as part of its $30 billion
long-term regulated utility infrastructure investment opportunities across its naturalgas and electric
utilities. Approximately 75 percent of these investments are expected to be revenue-generating
investments, which help improve reliability and safety, enhance customer service and reduce
emissions - allwhile generating sustainable long-term growth.

Gas Distribution Operations

. Columbia Gas of Massachusetts (CMA) has reached a settlement agreement in principle
with the MassachusettsAttorney General in its base rate case. The settlement agreement is

expected to be finalized and filed for approvalwith the Massachusetts Department of Public
Utilities (DPU) in August 2015. The case seeks to recover costs to support CMAs multi-year
modernization plan to maintain the safety and reliability of natural gas service for customers.

. Golumbia Gas of Pennsylvania's (CPA) base rate case is progressing on schedule and
remains pending before the Pennsylvania Public Utility Commission. Filed in March, the
case supports the continuation of CPAs infrastructure modernization and safety programs. lf
approved as filed, the case would increase annual revenues by approximately $46 million. A
decision is expected by the end of this year.

. On June 30, the hearing examiner in Columbia Gas of Virginia's pending base rate case
recommended specific fixed customer charges for each rate class, addressing the final
outstanding issue in the case. The commission had previously found that the stipulated
annual revenue increase of $25.2 million is reasonable. A final order in the case is expected
later this year.

. As announced previously, CMA received DPU approval of its 2015 Gas System
Enhancement Plan on April 30. Cost recovery associated with the 2015 investments
outlined in the plan began on May 1, and is projected to increase annual revenues by
approximately $2.0 million.

Electrlc Operations
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. On May 26, Northern Indiana Public Service Company (NIPSCO), the Indiana Office of
Utility Consumer Counselor and some of NIPSCO's largest industrial customers reached a
settlement agreement that resolved all concerns raised by the parties in an Indiana Court of
Appeals proceeding surrounding the company's long-term Electric Infrastructure
Modernization Plan. As part of the agreement, NIPSCO will file a base rate case, followed
by a new seven-year plan in the fourth quarter.

. NIPSCO remains on schedule and on budget with its flue gas desulfurization (FGD) unit
at its Michigan City Generating Station. The approximately $265 million project is expected
to be placed in service by the end of this year. This investment, supported with cost
recovery, improves air quality and helps ensure NIPSCO's generation fleet remains in
compliance with current environmental regulations. lt also helps ensure that NIPSCO can
continue offering low-cost, reliable and efficient generating capacity for its customers.

. Progress also continued on two major electric transmission projects designed to
enhance region-wide system flexibility and reliability. The Greentown-Reynolds project is an
approximately 65-mile, 765-kilovolt line being constructed in a joint development agreement
with PioneerTransmission, and the Reynolds-Topeka project is a 1OO-mile, 345-kilovolt line.
Right-of-way acquisition and permitting are under way for both projects and substation
construction has begun on both projects. These projects involve an investment of
approximately $500 million for NIPSCO and are anticipated to be in service by the end of
2018.

Second Quarter 2015 Operatinq Earninqs - Seqment Results (non-GAAP)

NiSource's consolidated operating earnings (non-GAAP) for the three months ended June 30, 2015,
were $212.1 million, compared to $219.1 million for the same period in 2014. Refer to Schedule 2
for the items included in 2015 and 2014 GAAP operating income but excluded from operating
earnings.

Operating earnings for NiSource's business segments for the three months ended June 30, 2015,
are discussed below.

Gas Distribution Operations reported operating earnings of $55.6 million for the three months
ended June 30, 2015, compared with operating earnings of $62.5 million for the prior year period.
Net revenues, excluding the impact of trackers, increased by $17.3 million primarily attributable to
increases in regulatory and service programs, including the implementation of rates under Columbia
Gas of Ohio's approved infrastructure replacement program, as well as the impact of new rates at
Columbia Gas of Pennsylvania and Columbia Gas of Virginia.

Operating expenses, excluding the impact of trackers, increased by $24.2 million due primarily to
increased employee and administrative costs, higher depreciation, increased outside services costs
and higher other taxes.

Electric Operations reported operating earnings of $56.6 million for the three months ended June
30,2015, compared with operating earnings of $59.8 million for the prior year period. Net revenues,
excluding the impact of trackers, decreased by $1.8 million primarily due to decreased industrial,
residentialand commercial usage, partially offset by increased environmental investment cost
recovery.

Operating expenses, excluding the impact of trackers, increased by $1.4 million due primarily to
higher depreciation, partially offset by lower electric generation costs.
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Columbia Pipeline Group Operations reported operating earnings of $108.6 million for the three
months ended June 30, 2015, compared with operating earnings of $103.7 million for the prior year
period. Net revenues, excluding the impact of trackers, increased by $20.S million primarily due to
higher demand margin revenue as a result of growth projects placed into service and new firm
contracts, partially offset by lower mineral rights royalty revenue.

Operating expenses, excluding the impact of trackers, increased by $18.2 million primarily due to
higher outside services costs, increased employee and administrative costs and higher
depreciation. These increases in operating expenses were partially offset by higher gains on the
conveyance of mineral interests. Equity earnings increased by $2.6 million primarily from higher
earnings at Pennant Midstream.

Gorporate and Other Operations reported an operating earnings loss of $ 8.7 million for the three
months ended June 30, 2015, compared with an operating earnings loss of $6.9 million for the three
months ended June 30. 2014.

Other ltems
Interest expense, net was $117.1 million for the three months ended June 30, 2015 compared to
interest expense, net of $109.1 million for the prior period. The increase in interest expense is due
primarily to CPG's issuance of long-term debt in May 2015 as part of the recapitalization, the
expiration of interest rate swaps in July 2014, and the term loan agreed to in August 2014. These
increases were partially offset by the maturity of longterm debt in July 2014 and the execution of
NiSource's tender offer in May 2015.

Other, net reflected income of $6.5 million compared to income of $7.5 million in 2014.

The effective tax rate of net operating earnings was 35.5 percent compared to 33.7 percent for the
same period last year.

NiSource's consolidated operating earnings (non-GAAP) for the six months ended June 30, 2015,
were $740.8 million, compared to $728.2 million for the same period in 2014. Refer to Schedule 2
for the items included in 2015 and 2014 GAAP operating income but excluded from operating
earnrngs.

Operating earnings for NiSource's business segments for the six months ended June 30, 2015, are
discussed below.

Gas Distribution Operations reported operating earnings of $361.4 million for the six months
ended June 30, 2015, compared with operating earnings of $342.6 million for the prior year period.
Net revenues, excluding the impact of trackers, increased by $60.1 million primarily attributable to
increases in regulatory and service programs, including the impact of new rates at Columbia Gas of
Pennsylvania, Columbia Gas of Virginia and Columbia Gas of Massachusetts, as well as the
implementation of rates under Columbia Gas of Ohio's approved infrastructure replacement
program.

Operating expenses, excluding the impact of trackers, increased by $+t.3 million due primarily to
increased employee and administrative costs, higher depreciation, increased outside services costs
and higher other taxes.

Electric Operations reported operating earnings of $123.8 million for the six months ended June
30, 2015, compared with operating earnings of $134.0 million for the prior year period. Net
revenues, excluding the impact of trackers, decreased by $2.0 million primarily due to decreased
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off-system sales and lower industrial usage. These decreases were partially offset by higher
revenue from two electric transmission projects authorized by the Midcontinent Independent
System Operator (MISO), lower fuel handling costs and increased environmental investment cost
recovery.

Operating expenses, excluding the impact of trackers, increased by $A.Z million due primarily to
higher depreciation.

Columbia Pipeline Group Operations reported operating earnings of $271.6 million for the six
months ended June 30, 2015, compared with operating earnings of $262.6 million for the prior year
period. Net revenues, excluding the impact of trackers, increased by $42.1 million primarily due to
higher demand margin revenue as a result of growth projects placed into service and new firm
contracts. This increase was partially offset by decreased mineral rights royalty revenue.

Operating expenses, excluding the impact of trackers, increased by $+t.3 million primarily due to
higher employee and administrative costs, increased outside service costs, higher depreciation and
lower gains on the conveyances of mineral interests. Equity earnings increased by $A.Z million
primarily from increased earnings at Pennant Midstream and Millennium Pipeline.

Corporate and Other Operations reported an operating earnings loss of $16.0 million for the six
months ended June 30, 2015, compared with an operating earnings loss of $11.0 million for the six
months ended June 30, 2014.The increase in operating earnings loss is primarily due to higher
employee and administrative costs.

Other ltems
f nterest expense, net was $228.1 million for the six months ended June 30, 2015 compared to
interest expense, net of $218.2 million for the prior period. The increase in interest expense is due
primarily to CPG's issuance of long-term debt in May 2015 as part of the recapitalization, the
expiration of interest rate swaps in July 2014 and the term loan agreed to in August 2014. These
increases were partially offset by the maturity of long-term debt in July 2014 and the execution of
NiSource's tender offer in May 2015.

Other, net reflected income of $13.6 million compared to income of $12.0 million in2014.

The effective tax rate of net operating earnings was 35.3 percent compared to 35.6 percent for the
same period last year.

Regulation G Disclosure Statement
This press release includes guidance for NiSource with respect to net operating earnings from
continuing operations, which is a non-GMP financial measure as defined by the SEC's Regulation
G. lt should be noted that there will likely be differences between such net operating earnings and
GAAP equivalents due to various factors, including, but not limited to, weather, restructuring,
environmental and separation related costs and expenses and accounting changes. NiSource is not
able to estimate the impact of such factors on GAAP earnings and, as such, is not providing
earnings guidance on a GMP basis.

About NiSource
NiSource Inc. (NYSE: Nl) is one of the largest fully-regulated utility companies in the United States,
serving approximately 3.5 million natural gas customers and 500,000 electric customers across
seven states through its local Columbia Gas and NIPSCO brands. Based in Merrillville, Indiana,
NiSource's more than 7,000 employees are focused on safely delivering reliable and affordable
energy to our customers and communities we serve. NiSource has been designated a World's Most
Ethical Company by the Ethisphere Institute since 2012 and is a member of the Dow Jones
Sustainability - North America Index. Additional information about NiSource, its investments in



GAS-ROR-OO6
Attachment I

Page 8 of 48

modern infrastructure and systems, its commitments and its local brands can be found at
www.nisource.com. Nl-F

Forward-Looking Statements
This news release contains forward-looking statements within the meaning of federal securities
laws. These fonrvard-looking statements are subject to various risks and uncertainties. Examples of
forward-looking statements in this release include statements and expectations regarding
NiSource's business, performance and growth following the separation. Factors that could cause
actual results to differ materially from the projections, forecasts, estimates and expectations
discussed in this Quarterly Report on Form 10-Q include, but are not limited to, NiSource's debt
obligations and ability to comply with related covenants, changes in NiSource's credit rating, growth
opportunities for NiSource's businesses, changes in generaleconomic and market conditions,
regulatory rate reviews and proceedings, increased competition in deregulated energy markets,
compliance with environmental laws, fluctuations in weather, climate change, natural disasters, acts
of terrorism and other catastrophic events, economic conditions in certain industries, fluctuations in

the price of energy commodities, counterparty credit risk, any impairment of goodwill and definite-
lived intangible assets, changes in taxation or accounting principles, accidents and other operating
risks, aging infrastructure, disruptions in information technology and cyber-attacks, NiSource's
ability to achieve the intended benefits of the Separation and other matters set forth in the "Risk
Factors" section in NiSource's2014 Form 10-K and subsequent Form 10-Q filed with the Securities
and Exchange Commission, many of which are beyond the control of NiSource. In addition, the
relative contributions to profitability by each segment, and the assumptions underlying the fonrard-
looking statements relating thereto, may change over time. NiSource expressly disclaims any duty
to update, supplement or amend any of its forward-looking statements contained in this release,
whether as a result of new information, subsequent events or othenruise, except as required by
applicable law.
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NiSource Inc.
Consoli dated Net Operating Earnings (Non-GAAP)

(unaudited)

Three Months Ended
June 30,

Six Months Ended
June 30.

(in millions, excepl per share amounls) 2015 2014 201 5 2014

Net Revenues

Gas Distribution

Gas Transportation and Storage

Electric

Other

$ 311.8 $

427.4

376.5

60.1

426 4

3 90.1

40r.8

116.7

$ lJ73.r $ 1,619 7

1,055.4 968.6

768.4 847.1

106.4 t93.7

Gross Revenues

Cost ofSales (excluding depreciation and amoftization)

I,175.8

218.6

1,335.0

37 r.7

3J03.3 3,629 1

1,024.6 1,43 3.0

Total Net Revenues 957.2 963 3 2,278.7 2,t96.1

Operating Expenses

Operation and maintenance

Operation and maintenance - trackers

Depreciation and amortization

Depreciation and amortization - trackers

Gain on sale ofassets

Other taxes

Other taxes - trackers

432.9

87.7

163.2

4.2

(8.3)

64.3

14.8

401 0

132.r

148.4

0-7

(0.3)

58.7

t47

837.5 777 9

236.7 256.4

319.6 297.1

5.3 0;7

(13.6) (r7.8)

136.6 129 3

44.9 45 2

Total Operating Expenses I 567.0 1.488.8

f, quity Ea rn ings in l-lnconsolidated Alliliates 29.1r3.1 20.9

Operating Earnings 212.1 728 2

Other Income (Deductions)

Interest expense, net

Other, net

(117.r )

6.5

(10e.1)

7.5

(228.r) (218-2)

13.6 120

Total Other Deductions (l 10.6) ( 101.6) (2r4.s) (206 2)

Operating Earnings From Continuing Operations

Before Income Taxes

Income Taxes

101.5

36.0

tr7 5

39.6

526.3 522.0

185.6 185.7

Net Operating Enrnings from Continuing Operations tr5.s 77 -9 340.7 336.1

Net Operating Earnings from Continuing Operations - Noncontrolling
Interest (8.7) (1s.6)

Net Operating Earnings from Continuing Operations - Controlling
Interest 77.9 325.1 336.3

GAAP Adjustmenl 06 (92.8) 86

GAAP (Loss) Income from Continuiog Operations - Controlling
Interest

Basic Net g Earnings Per Share from Continuing

78.5 $ 232.3 $ 344.9

25$ I

GAAP Basic (Loss) Earnings Per Share from Continuing Operations $ (0.1r) $ 025 $ 0.73 $ ll0
Basic Average Common Shares Outstanding 317.5 315 0 317.0 314.6
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Gas Distribution Operations

ftn millions)

NiSource Inc.
Segment Operating Earnings (Non-GAAP)

(unaudited)

Three Months,Ended Six Months Ended
June 30,

2015 2014 2015

Net Revenues

Sales revenues

Less: Cost ofgas sold

sr4.6 $

133.4

619.5 $

257.2

1,951.5 S

856.0

2,163.4

1,180.2

Net Revenues 381.2 1,095.5

Operating Expenses

Operation and maintenance

Operation and maintenance - trackers

Depreciation and amortization

Other taxes

Other taxes - trackers

201.4

r8.6

58.2

26.6

r4.8

189.7

1'7.1

54.1

242

t4.7

400.8

1t7.0

r 14.3

57.1

44.9

371.1

64.5

106.3

53.5

452

Total Operating Expenses 32s.6 299.8 734,1 640.6

Operating Earnings $ 55.6 $ 62.5 $ 361.4 $ 342.6

GAAP Adjustment (5.9) (2.7) 13.5 19 0

GAAP Operating Income s 49-1 $ 59.8 $ 374.9 $ 361.6

Three Months Ended
June 30,

Six Months Ended
June 30,Electric Operations

(in nillions) 20ls 2014 2014

Net Revenues

Sales revenues

Less: Cost ofsales

376.6 $

I 16.6

402.4 $

146.3

169.6 $

242.3

848 1

326.7

Net Revenues 256.1 521.4

Operating Expenses

Operation and maintenance

Operation and maintenance - trackers

Depreciation and amortization

Depreciation and amortization - trackers

Other taxes

1r 1.4

7.9

64.3

4.2

r5.6

il65
5.7

59.4

0.7

14.0

224.6

14.9

125.4

5.3

33.3

223.1

I 1.6

l19 8

0.7

322

Total Operating Expenses 403.5203.4 t96-3 387.4

GAAP Operating Incom€ 45.7 $ 629 $ 1r5.7 s 141 8
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Columbir Pipeline Group Operetions

(in nillions)

NiSource Inc.
Segment Operating Earnings (Non-GAAP)

(unauditeQ

Three Months Ended
June 30,

Six Months Ended
June 30,

2015 2014 2015 20r4

Net Revenues

Transportation revenues

Storage revenues

$ 211.3 $ 181.5 $ 462.4 $

99.0

94.3

403.8

992
t 86.1

49.0 49.3

Other revenues 55.6 112.7

Total Operating Revenues

Less: Cost ofsales

315.9

0.1

343 5

01

b:!:r. /

0.2

689. l
0.2

Net Revenues 3r5.8 343.4 6s5.5 688.9

Operating Expenses

Operation and maintenance

Operation and maintenance - trackers

Depreciation and amortization

Gain on sale ofassets

Other taxes

115.2

61.2

33.9

(8.3)

18.9 17.2

958

109.3

288

(0 3)

2r7.4

r04.8

66.4

190 5

r80 3

58.5

(17.8)

5Jt

(r 3.6)

38.0

Total Operating Expenses 220.9 250.8 113.0 44'7 2

Equity Earnings in Unconsolidated Aftiliates I l.l 29.1 20.9

Operating Earnings S 108.6 $ 103.7 $ 271.6 S 262 6

GAAP Adjustment

GAAP

13.7

108.6 $ 103.7 $ 27r.6 $

Corporate and Other Opcntions
(in nillions)

Three Months Ended
June 30,

Six Months Ended
June 30,

2015 2014 2015 2014

Loss (8.7 ) (6.e ) $ 6.0) $ (1 r.0

(r.GAAP

GAAP

(30.2 )

) (6A
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NiSource lnc.
Segment Volumes and Statistical Data

Three Months Ended
June 30,

Six Months Ended
June 30,

Gas Distribution Operrtions 2015 2014 2015 2014

Sales and Transportation (MMDth)

Residential

Commercial

Industrial

OffSystem

Other

30.4 35.0

25.1 27.4

t23.6 r2r.7

6.0 14 2

(2.0) (0.3)

r 83.5

l 13.8

210.4

19.5

(2.0)

r91.5

rt7.5

25 8.5

28.5

(0.1)

Total 183.1 r98.0 595.9

Weather Adiustment 6.3 23 (2e.2 | (33.8)

Sales and Transportation Volumes - Excluding Weather 189.4 200 3 562.1

Heating Degree Days

Normal Heating Degree Days

7o (Warmer) Colder than Normal

Customers

Residential

Commercial

Industrial

Other

489

599

(18\%

555 3,893 3,992

599 3,491 3,491

(7)% l2o/o 14%

3,070,555 3,051,277

280,329 278,776

7,717 7 ,546

938 t4

Total 3Js9539 3,337,613

Three Months Ended
June 30,

Six Months Ended
June 30,

Electric Operations 2015 20t4 201s 2014

Sales (Gigawatt Hours)

Residential

Commercial

Industrial

Wholesale

Other

716.9

929.1

2,295.0

t.0

34.5

793 2

964 9

2,455.8

12.l

34.9

I,582.7 I ,689.4

1,869.1 1,900 4

4,720.4 5,062.9

117.9 323.9

69.1 68 3

Total 3,976.5 4,260.9 8Js9.2 9,044.9

Weather Adjustment 13.3 (44.4) (28.e) (r 14.4)

Sales Volumes - Excluding Weather 3.989.8 4,216.5 8,330.3 8,930.5

Cooling Degree Days

Normal Cooling Degree Days

7o Colder than Normal

Electric Customers

Residential

Commercial

Industrial

Wholesale

Other

229

229

_o

zto

229

2l o/o

229

229

-ao

2to

229

2lo/o

402,955 401,671

54,762 54,303

2,357 2,370

747 767

46

l0

460.825 459,1r7
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NiSource Inc.
Segment Volumes and Statistical Data

Three Months Ended Six Months Ended
June 30, June 30,

Columbir Pipcline Group Operations 2015 2014 2015 2014

Throughput (MMDth)

Columbia Transmission 215.3 194.2 706.3 653.7

Columbia Gulf 1373 145.4 283.0 330.3

Crossroads Pipeline 3.5 3 5 8.6 9 2

lntasegment eliminations (11.4) (2r.6) (40.1) (83.2)

il
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NiSource Inc.
Schedule I - Reconciliation of Net Operating Earnings to GAAP

(in nillions, excepl per share amouls)

Three Months Ended Six Months Ended
June 30, June 30,

20ls 2014 2015 2014

ili:|.L.{iqt"arning!{'flomcontqsippereti "3,*"t 77 _9 $ 325.r $ 336.3

Items excluded from operating earnings

Net Revenues:

Weather - compared to normal

Operating Expenses:

Environmental costs

Transaction costs

Gain (Loss) on sale of assets

15.4 26.5

(l 0.0)

(s0.e)

(0.1) (1 4)

(6.8) 0 r

(10.0)

(30.4)

0.2 0.4

from (47.0) 05 (4s.6) 25.1

Other Deductions:

Loss on early extinguishment oflong-term debt

Income taxes - discrete items

Total items excluded from net operating earnings (92.9) 0.6 (92.8) 8.6

GAAP (Loss) Income from Continuing Operations - Controlling
Infprpcl

$ (36.r) $ 78s $ 232.3 $ 344,9

Items excluded from net operating eamings (after-tax) (0.2e) 0.03

GAAP Basic (Loss) Earnings Per Share from Continuing Operations S (0.11 ) $ 025 S 0.73 $ I l0
(0.30)

t2
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NiSource Inc.
Schedule 2 -Adjustments by Segment from Operating Earnings to GAAP

For the Quarter ended June 30,

Gas ti'rlTlll 
corporare

2015 (in millions) Distribution Electric Group & Other Total

Operating Earnings (Loss) $ 55.6 S 56.6 S 108.6 S (8.7 ) $ 212.1

Net Revenues:

Weather - compared to normal (5.9) (0.9) (6.8)

Total Impact - Net Revenues (5.9) (0.9) (6.8)

Operating Expenses:

Environmental costs

Transaction costs

Gain on sale ofassets

(10 0) (10.0)

(30 4) (30.4)

02 0.2

Total Impact - Operating Expenses (10.0) (30.2)

s (s.e)s (10.e)$ s (30.2)Total Inpoa- Operding Loss

Operating Income (Loss) - GAAP $ 49.7 $ 4s.7 S 108.6 $ (38.9) $ 165.1

Corporate
& Other

Columbia
Pipeline

Electric Group
Grs

Distribution2014 (in millionsl

Operrting Earnings (Loss) $ 62.s S s9.8$ 103.7$ (6.9)$ 219.r

Net Reyenues:

Weather - compared to normal (2.9) 3 0 0.1

Total Impact - Nel Revenues (2.9') 3.0 0.f

Operating Expenses:

Gain on sale ofassets I 0.1 0.4

Tolal Inpacl- Operding 0.1 0.

Total Impact- Operating (Loss) Income (2.7 )

02

0.2

Opereting Income (I-oss) - GAAP 59.8 $ 62.9 $ t03.7 $ (6.E ) $ 219.6

l3
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2015 (in millionsl

NiSource Inc.
Schedule 2 -Adjustments by Segment from Operating Earnings to GAAP

For the Six Months ended June 30.

Columbia
Gas Pipeline Corporate

Distribution Elctric Group & Oth€r

Operating Earnings (Loss)

Net Revenues:

Weather - compared to normal

$ 36r.4 $

13.5

123.8 $

1.9

27r.6 S (16.0) S

15.4

Total Impact - Net Revenaes

Operating Expenses:

Environmental costs

Transaction costs

Loss on sale ofassets

1.9r3.s

(10 0)

(50.e)

(0.1)

15.4

(10.0)

(s0.e)

(0.1 )

Total Impact - Operating Expenses (10.0) (sr.0) (61.0)

Tolal Impact - Operaling Income (Loss) 13.5 $ (8.1 ) $ s (sr.O ) $ (4s.6 )

Operating Income (Loss) - GAAP 374.9 $ u5.7 S 27r.6 $ (67.0 ) $

2014 (in millionsl
Gas

Distribution Electric

Columbia
Pipeline
Group

Corporate
& Other Total

Operating Earnings (Loss)

Net Revenues:

Weather - compared to normal

Settlement agreement

$ 342.6 $

l8 8

134.0 $ 262.6 S (11.0) $ 728.2

26.s7.7

Total Inpacl - Net Revenues

Operating Expenses:

Gain (Loss) on sale ofassets 0l

18.8

02

7.7

(1.7)

26.5

(1.4)

Tolal lrrrpact - Operating Expenses 0.10.2 (r.7) (1.4)

Total Impact - Operaling (Loss) Income 19.0 $ 7.8 $ (1.7 ) $ 25.1

Operating Income (Loss) - GAAP 361.6 $ 14r.8 S 262.6 $ (12.? ) $

T4
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NiSource Inc.
Consolidated Income Statements (GAAP)

(unaudited)

Three Months Ended
June 30,

Six Months Ended
June 30,

(in millions, excepl per share amounts) 20t5 2014 2015 2014

Net Revenues

Gas Distribution

Cas Transportation and Storage

Electric

Other

$ 30s.9 $ 423.5 $ rJ86.6 $ 1,638.5

427.4 390 1 1,055.4 968.6

375.6 404.8 770.3 854.8

60.1 tr6.t 106.4 t93 7

Gross Revenues

Cost ofSales (excluding depreciation and amortization)

1,169.0 1,335.1 3J18.7 3,655 6

2t8.6 371.7 1,024.6 1.433 0

Total Net Revenues 9s0.4 963.4 2294.1 2.222.6

Operating Expenses

Operation and maintenance

Depreciation and amortizalion

Gain on sale ofassets

Other taxes

561.0 533 I l,l35.t 1,0343

167.4 149.1 324.9 297 8

(8.s) (0 7) (13.s) (16.4)

79.1 73 4 181.5 174.5

Total Operating Expenses 799.0 't54 9 1.628.0 1.490 2

Equity Earnings in Unconsolidated Affiliates 73.1 29.1 20.9

Operating Income 165.1 219.6 695.2 753.3

Other lncome (Deductions)

Interest expense, net

Other, net

Loss on early extinguishment oflong-term debt

(r 17.1) (10e.1) (228.r) (218.2)

6.5 7 .5 13.6 t2 0

(e7.2) (97.2'

Total Other Deductions (207.8) (101.6) (311.7) (2062)

(Loss) Income from Continuing Operations before Income Taxes

Income Taxes

(42.7)

(1s.3)

I 18.0

395

383.5 547.1

135.6 202.2

(Loss) Income from Continuing Operations (27.4) 785 241.9 344.9

Loss from Discontinued Ooerations - net oftaxes (0.3) (0 3) (0.3) (0.s)

Net (Loss) lncome

Less: Net income attributable to noncontrolline interesl

(27,7)

8.7

78.2 247.6 344.4

15.6

Net (Loss) Income attributable to NiSource $ (36.4) $ 78.2 S 232.0 $ 344 4

Amounts attributable to NiSource:

(Loss) Income from continuing operations

Loss from discontinued operations

$ (36.1)

(0.3)

$ 785 S

(0.3)

232.3 $ 344 9

(0.3) (0 5)

Net (Loss) Income attributable to NiSource $ (36.4) $ 78.2 $ 232.0 S 344.4

Basic (Loss) Earnings Per Share

Continuing operations

Discontinued operations

$ (0.11) $ 0.25 $ 0.73 $ r 10

Basic (Loss) Earnings Per Share $ (0.11) $ 0.25 $ 0,73 $ 1.10

Diluted (Loss) Earnings Per Share

Continuing operations

Discontinued operations

$ (0.11) $ 0.2s $ 0.73 $ 1.09

Diluted (Loss) Earnings Per Share s (0.il) $ 02s s 0.73 $ 1.09

Dividends Declared Per Common Share $ 0.26 S 0.52 $ 0.76

Basic Average Common Shares Outstanding

Diluted Average Common Shares

3r7.5

317.5

3 r5.0

316 |

317.0 314 6

318.0 315.7

l5
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NiSource Inc.
Consolidated Balance Sheets (GAAP)

(unaudited)

(in nillions)
June 30,

2015
December 31,

20t4
ASSETS

Property, Plant and Equipment

Utility plant

Accumulated depreciation and amortization

s 26,225.2 $

(9,718.8)

25,234.8

(9,578 6)

Net utility plant 16,506.4 r5,656.2

Other property, at cost, less accumulated depreciation 40r.9 360.9

XetP*rilerty"Plaqtafr-4ffi.iihent j:.,"*i;n -'Ei :1i,,., .,i.16p08 ''i'.' ': 16,011.1

Investments and Other Assets

Unconsolidated affi liates

Other investments

452.3

200.1

452.6

2r0.4

I.o,.tr and Other Assets ,q:.' 663.0

Current Assets

Cash and cash equivalents

Restricted cash

Accounts receivable (less reserve of$38. I and $25.2, respectively)

Gas inventory

Underrecovered gas costs

Materials and supplies, at average cost

Electric production fuel, at average cost

Exchange gas receivable

Regulatory assets

Deferred income taxes

Prepayments and other

496.6 2s.4

)<7 )44

672.1 1,070-l

259.2 445 |

3.5 32.0

rr2.4 106.0

96.5 64.8

57.1 63.1

175.5 193.5

303.8 272.1

133.2 169.5

Total Current Assets 233s.7 2466.s

Other Assets

Regulatory assets

Goodwill

Intangible assets

1,613.1 1 ,696.4

3,666.2 3,666 2

258.1 261 T

Deferred charges and other lll.6 92.4

Total OtherAssert ,,tgn.n 5,il9.j
Total Assets 25,606.9 $ 24.866 3

l6
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NiSource Inc.
Consolidated Balance Sheets (GAAP) (continued)

(unaudited)

(in millions, excepl shate amounts)
June 30,

2015
December 3 l,

2014

CAPITALIZATION AND LIABILITIES

Capitalization

NiSource Common Stockholders' Equity

Common stock - $0.01 par value, 400,000,000 shares authorized; 317,668,149 and
316,037,421 shares outstanding, respectively

Additional paid-in capital

Retained eamings

Accumulated other comprehensive loss

Treasury stock

3.2 $

5,065.r

I,561.1

(44.4)

(7e.rl

3.2

4,787.6

1,494.0

(50.6)

(58.e)

Total NiSource Common Stockholders' Equity

Noncontrolline interest in consol idated subsidiaries

6,505.9

9s0.0

6,175 3

Total Equity

Long-term debt, excludhg amounts due within one year

1,455.9

8,881.1

6,175.3

8,155.9

Total Capitalization 16J37.0 14,331.2

Current Liabilities

Current portion oflong-term debt

Short-term borrowings

Accounts payable

Customer deposits and credits

Taxes accrued

Interest accrued

Ovenecovered gas and fuel costs

Exchange gas payable

Deferred revenue

Regulatory liabilities

Accrued capital expenditures

Accrued liability for postretirement and postemployment benefits

Legal and environmental

Other accruals

112.6

161.8

429.2

206.9

221.5

141.6

| 98.6

63.9

21.6

136.r

146.3

5.9

34.5

313.8

266.6

1,576.9

670 6

294.3

zoo. I

140.7

45.6

136.2

25.6

624

61. I

5.9

24.2

378. I
Total Current Liabilities 2,524.3 1o540

Other Liabilities and Deferred Credits

Defened income taxes

Defened investment tax credits

Deferred credits

Accrued liability for postretirement and postemployment benefits

Regulatory liabilities

Asset retirement obligations

Other noncurrent liabilities

3,822.6

16.1

I 05.1

633.9

1,692.6

204.7

270.6

3,66t.6

tt.J

l0l.l
675.9

|,673 I
159.4

29r I
Total Other Liabilities and Defened Credits 6,745.6 6,580.2

Commitments and Contingencies

Total Capitalization rnd Liabilities

t7

2s$06.9 $ 24,866.3
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NiSource Inc.
Statements of Consolidated Cash Flows (GAAP)

(unaudited)

Six Months Ended June 30, (in nillions) 2015 2014

Operating Activities
Net lncome

Adjustments to Reconcile Net Income to Net Cash from Continuing Operations

Loss on early extinguishment of debt

Depreciation md amorlizalion

Net charges m price risk management assets md liabilities

Defened income taxes and investment tax credits

Defened revenue

Stock compensation expense md 401(k) profit shmng contribution

Gain on sale ofassets

Income from unconsolidated affiliates

Loss frorn discontinued operations - net of taxes

Amortization of debt related costs

AfUDC equity

Distributions of emings received from equity investees

Changes in Assets and Liabilities

Accounts receivable

Incone tax receivable

Inventories

Accounts payable

Customer deposits and credits

Taxes accrued

lDterest accrued

Over ([Jnder) recovered gas md fuel costs

Exchange gas receivable/payable

Other accruals

Prepayments md other cu[ent assets

Regulatory assets/liabil ities

Postretirement md postemployment benefits

Deferred credits

Defened chrges and other noncunent ssets

Other noncunent liabilities

241.6 $

a1 ',

324.9

0.1

r19.2

6.8

33.4

(r3.s)
(28.4)

0.3

5,4

(13.3)

21.9

385.6

(0.2)

146.8

(249.6',)

(l 14.8)

(44.7)

0.9

181.5

(66.21

(6e.8)

36.7

125.4

(4r.s)
t-I
2.3

| 2.0

344 4

29'l 8

t4
t86 8

1.6

279
(r 6.4)

(20 6)

0.5

5l
(e 2)

129

116 4

10
282

(1 70 3)

(20 e)

(43 2)

55
(l 1.6)

(l l2 3)

(47 .6)

430
14.8

(61 8)

1l .l
(0 3)

7,8

Net Operating Activities frorn Continuing Operations I,l 15.7 652 0

NetoperatinsActivitiesusedforDiscontinuedOperations (0'l) (1 0)

Net Casb Flows from Operating Activities I,l I 5.6 651 0

Investing Activities
Capital expenditures

Insurmce recoveries

Proceeds from disposition of assets

Restricted cash deposits

Distributions from (contributions to) equity investees

(eel.l)
2,1

16.7

(0.3)
11

(23.4)

(852 9)

68
oz

(l 8)

(54 8)

Other i activities II
Net Cash Flows used for Investins Activities

Financing Activitie
Issumce of common unils of CPPL. net of issumce costs

Issuance of long-term debt

Repayments of long-tem debt and capital lease obligations

Prerniums md other debt related costs

Change in shon-tenn bonowings. net

Issumce of common slock

Acquisition of treasury stock

Distributions to noncontrollins interest

1,168.4

2,745.9

(1,8s6.4)

(1r6.0)

(r,,us.l)
12.4

(20.2)

(4.9)

(r3 3)

402 4

16.1

(10 2)

Dividends oaid - common stock

Net Cash Flows

Change in cash and caslr equivalents from (used for) continuing operations

Change in cash and cash equivalents used for discontinued operations

Cash and cash equivalents at beginning ofperiod

(r64.
349,4

157

237 8

(7 8)

(l 0)(0.1)

25.4 26.8

Crsh and Casb Equivalents at End of Period 496.6 $ 180

l8
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Columbia
Pipeline Group

5151 San Felipe

Houston, Texas 77056

NYSE: CPGX

NEWS RELEASE

FOR ADDITIONAL INFORMATION:

fnvestors:
Bruce Connery
Mce President, Investor Relations

(713) 386-3603

blconnery@cpg.com

August 3,2015

Media:
James Yardley
Director, Extemal & Corporate Communications
(713) 386-3366

ivardley@cps.com

Columbia Pipeline Group Reports Second Quarter 2015 Earnings
. Reconfirms Annual Average EBITDA and Dividend growth rates through 2020 of 20% and

15o%, respectively
, Separationfrom NiSource Inc. successfully completed
. Mountaineer XPress and GulfXPress projects advance; Midstreqm's Gibraltar project moving

forward
. Continued progress on executing key growth and modernization investments

HOUSTON - Columbia Pipeline Group, Inc. (NYSE: CPGX) reported net operating earnings from continuing

operations (non-GAAP) of $61.2 million for the tkee months ended June 30,2015, compared with $59.4

million for the prior year period. Operating earnings (non-GAAP) for the second quarter were $109.1 million
compared to $103.9 million for the prior year period. For the quarter, Adjusted EBITDA (non-GAAP) was

$138.6 million compared to $126.6 million in 2Q14. Additionally, distributable cash flow (non-GAAP) was

$27.9 million for the second quarter. Please refer to Schedules I and 2 in the financial tables below for a

reconciliation of our non-GAAP financial measures to the most directly comparable GAAP financial measures.

On a GAAP basis, CPG reported income from continuing operations for the three months ended June 30, 2015

of $60.1 million compared to $59.4 million for the prior year period. Operating income in the second quarter

was $107.3 million compared to $103.9 million for the prior year period.

"Our core investment strategies continue to deliver solid financial and operational results squarely in line with
our expectations," said CPG Chairman and Chief Executive Officer, Robert C. Skaggs, Jr. "CPG teams are

successfully delivering on significant growth and modernization projects as we continue to provide solutions

for Marcellus and Utica producers as well as existing and prospective demand-side customers. These

investments are expected to drive strong long-term EBITDA and dividend growth for CPG."
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Second Ouarter Hishlights

CPG's separation from NiSource Inc. successfully completed

On Jufy 1,2015, CPG's planned separation from NiSource Inc. was successfully completed, creating a stand-

alone, public company, which trades on the New York Stock Exchange under the ticker symbol *CPGX."

"A tremendous amount of hard work by the CPG and NiSource teams allowed us to successfully execute our

separation strategy. As a standalone pipeline, midstream and storage company, we believe CPG presents a

compelling investment proposition -- a unique combination ofvery stable cash flows, a high quality and diverse

customer base and highly visible growth driven by an unmatched position in the country's most prolific shale

basins," Skaggs said.

Prior to separation, CPG successfully completed its debt recapitalization process, issuing $2.75 billion of
investment grade debt with a weighted average term of ll years and a weighted average coupon of
approximately 4 percent. With a strong financial foundation, CPG is well positioned to execute on its deep

inventory of infrastructure investments.

Growth Project Update

In total, CPG is on trackto invest approximately $l.2 billion dwing 2015 and expects to triple its net investment

level by 2020. During the second quarter, CPG continued to strengthen its competitive market position in the

Marcellus and Utica Shale production regions by advancing several major growth projects. CPG also continued

to execute its long-term system modernization program

On June 24, CPG announced that the Mountaineer XPress (MXP) and Gulf XPress (GXP) projects had

received Board approval and moved into the execution phase. These projects will provide significant

new takeaway capacity for Marcellus and Utica Shale production. Specifically, MXP will provide up

to 2.7 billion cubic feet per day of firm transportation capacity on the Columbia Gas Transmission

system and GXP will provide nearly 900 million cubic feet per day of firm transportation capacity on

the Columbia Gulf Transmission system. Together, the projects involve an investment of approximately

$2.7 billion and are targeted to be placed in service in the fourth quarter of20l8.

Separately, Columbia Midstream Group (CMG) recently announced its Gibraltar project - an

approximately $275 million investment in a I billion cubic feet per day dry gas header pipeline in

southwest Pennsylvania targeting Utica dry gas. CMG expects this to be the first of multiple phases

and anticipates that the total investment could be as much as $600 million.

CPG's East Side Expansion project continues to advance and is expected to be placed in service in the

fourth quarter of 2015. The approximately $275 million project will provide 312 million cubic feet per

day of additional capacity for Marcellus Shale supplies to reach growing - and capacity constrained --

northeastern and mid-Atlantic markets.

Progress continues on several other major growth projects, including CPG's approximately $1.8 billion
Leach and Rayne XPress projects, the $850 million WB XPress project and the $310 million Cameron

Access project. Together, these projects will create approximately 4 billion cubic feet per day of new

capacity commitments across the CPG system, including access to LNG export facilities in Louisiana

and Maryland.
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. CPG is executing on the third year of the Columbia Gas Transmission long-term system modernization

program, which is underpinned by a first of its kind FERC approved customer settlement. CPG expects

to make approximately $300 million in modernization investments during 2015. Recovery of
approximately $320 million of investments made in 2014 began earlier this year. Discussions with

customers are underway regarding the possible extension ofthe program. As those discussions progress,

periodic updates will be provided.

. CMG remains on schedule with the first phase of its $120 million Washington County Gathering

project, as well as its $65 million Big Pine Expansion project - both expected to be placed in service

before the end of20l5.

"Across all parts of the company, from the regulated interstate pipelines to the growing midstream franchise

and the system modernization program, our team is highly focused on executing CPG's transformational growth

strategy," said Skaggs.

Its

CPG's net operating earnings from continuing operations (non-GAAP) for the three months ended June 30,

2015 were $61.2 million compared to $59.4 million for the prior year period. Please refer to schedule I for a

reconciliation of net operating earnings to GAAP. A comparison of operating results for the three months ended

June 30, 2015 to the three months ended June 30,2014 is summarized below. Eamings for the periods prior to

the date of CPG's separation from NiSource are derived from the financial statements and accounting records

of CPG's predecessor.

Operating revenues, excluding the impact of trackers, increased by $20.7 million, primarily due to higher

demand margin revenue as a result of growth projects placed into service and new firm contracts.

Operating expenses, excluding the impact of trackers, increased by $18.1 million, primarily due to higher

outside service costs, increased employee and administrative costs and higher depreciation. These increases

were partially offset by increased gains on the conveyances of mineral interests.

Equity earnings increased by $2.6 million, primarily due to certain Pennant facilities being fully placed in-
serylce.

Other deductions increased by $8.7 million, primarily due to an increase in interest expense resulting from the

issuance of long-term debt in May 2015, partially offset by the equity portion of Allowance for Funds Used

During Construction (AFUDC).

The effective tax rate of net operating earnings was 32.4%o compared to 36.8%o for the same period last year.

The 4.47o decrease is primarily due to CPPL earnings for which the noncontrolling public limited partners are

directly responsible for the related income taxes.

Six Months Ended June 30. 2015 Operating Results

CPG's net operating earnings from continuing operations (non-GAAP) for the six months ended June 30, 2015

were $158.3 million compared to $152.4 million for the prior year period. Please refer to schedule I for a

reconciliation of net operating earnings to GAAP. A comparison of operating results for the six months ended
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June 30, 2015 to the six months ended June 30, 2014 is summarized below Earnings for the periods prior to the

date of CPG's separation from NiSource are derived from the financial statements and accounting records of
CPG's predecessor.

Operating revenues, excluding the impact of trackers, increased by $42.3 million, primarily due to higher

demand margin revenue as a result ofgrowth projects placed into service and new firm contracts. This increase

was partially offset by decreased mineral rights royalty revenue.

Operating expenses, excluding the impact of trackers, increased by $41.7 million, primarily due to higher

employee and administrative costs, increased outside service costs and higher depreciation. Additionally, there

were decreased gains on the conveyances ofmineral interests and increased other taxes.

Equity earnings increased by $8.2 million, primarily due to certain Pennant facilities being fully placed in

service and new compression assets being placed into service at Millennium Pipeline.

Other deductions for the six months ended June 30,2015 increased by $12.2 million compared to the same

period in 20l4.The increase was primarily due to an increase in interest expense resulting from the issuance of
long-term debt in May 2015, parlially offset by the equity portion ofAFUDC.

The effective tax rate of net operating earnings was 33.9% compared to37.3o/o forthe same period lastyear.

The3.4%o decrease is primarily due to CPPL earnings for which the noncontrolling public limited partners are

directly responsible for the related income taxes.

Conference Call

Columbia Pipeline Group and Columbia Pipeline Partners LP will host a joint investor conference call at l0:00

a.m. ET (9:00 a.m. CT) on Monday, August 3,2075, to review their second quarter 2015 financial results. All
interested parties may listen to the conference call live by logging onto the Columbia Pipeline Group or

Columbia Pipeline Partners investor relations websites at lrttp:.y'investors.cpq.com or

http:l,iinvestors.columbiapipel inepartners.com.

A replay of the call will be available beginning at l:00 pm ET on August 3, through 11:59 p.m. ET on August

10. To access the recording, call (855) 859-2056 and enter conference ID 84781146. For international

participants to hear the replay, please dial (404) 537-3406 and enter the same pass code as above, 84781146. A
recording of the call also will be archived on the Columbia Pipeline Group and Columbia Pipeline Partners

websites.

Non-GAAP Financial Measures

Operatins Earnings. Adjusted EBITDA and Partnership Distributable Cash Flow

We define Operating Earnings as operating income adjusted for transactions that are considered unusual,

infrequent or not representative ofunderlying trends. Examples ofthese transactions include impairments and

costs associated with CPG's separation from NiSource. We define Adjusted EBITDA as net income before

interest expense, income taxes, and depreciation and amortization, plus distributions ofearnings received from

equity investees, less equity earnings in unconsolidated affiliates and other, net. In addition, to the extent

transactions occur that are considered unusual, infrequent or not representative ofunderlying trends, we will
remove the effect of these items from Adjusted EBITDA. Examples of these transactions include impairments
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and costs associated with the separation. We define Distributable Cash Flow as Adjusted EBITDA less net cash

interest expense, maintenance capital expenditures, gain on sale ofassets and distributable cash flow attributable

to noncontrolling interest plus proceeds from sale ofassets, capital costs related to the separation and any other

known differences befween cash and income.

Operating Earnings, Adjusted EBITDA and Distributable Cash Flow are non-GAAP supplemental financial

measures that management and external users ofour financial statements, such as industry analysts, investors,

lenders and rating agencies, may use to assess the viability ofacquisitions and other capital expenditure projects

and the returns on investment of various investment opportunities.

We believe that the presentations of Operating Earnings, Adjusted EBITDA and Distributable Cash Flow will
provide useful information to investors in assessing our financial condition and results of operations. The GAAP

measures most directly comparable to Operating Eamings is Operating Income. The GAAP measures most

directly comparable to Adjusted EBITDA and Distributable Cash Flow are Net Income and Net Cash Flows

from Operating Activities. Our non-GAAP financial measures of Operating Eamings, Adjusted EBITDA and

Distributable Cash Flow should not be considered as an alternative to GAAP operating income, net income or

net cash flows from operating activities. Operating Earnings, Adjusted EBITDA and Distributable Cash Flow

have important limitations as analytical tools because they exclude some but not all items that affect operating

income, net income and net cash flows from operating activities. You should not consider Operating Earnings,

Adjusted EBITDA or Distributable Cash Flow in isolation or as a substitute for analysis of our results as

reported under GAAP. Because Operating Earnings, Adjusted EBITDA or Distributable Cash Flow may be

defined differently by other companies in our industry our definitions of Operating Earnings, Adjusted EBITDA
or Distributable Cash Flow may not be comparable to similarly titled measures of other companies, thereby

diminishing their utility.

About Columbia Pipeline Group, Inc.

Columbia Pipeline Group, Inc operates approximately 15,000 miles ofstrategically located interstate pipeline, gathering and processing

assets extending fiom New York to the Gulf of Mexico, including an extensive footprint in the Marcellus and Utica Shale production

areas. Columbia Pipeline Group also operates one ofthe nation's largest underground natural gas storage systems Columbia Pipeline

Group is listed on the NYSE under the ticker symbol CPGX Additional information can be found at r.vrwlrcpg.com

Forward-Looking Statement

This release rncludes "forwardJooking statements" within the meaning of federal securitres laws, which are statements other than

historical facts and that frequently use words such as "anticipate," "believe," "continue," "could," "estimate," "expect," "forecast,"

"intend," "may,' "plan," "position," "should," "strategy," and similar words. All forward-looking statements speak only

as ofthe date ofthis release. Although CPG believes that the plans, intentions and expectations reflected in or suggested by the forward-

looking statements are reasonablg there is no assurance that these plans, intentions or expectations will be achieved Therefore, actual

outcomes and results could materially differ from what is expressed, implied or forecasted in such statements This release contains

certain forwardlooking statements that are based on current plans and expectations and are subject to various risks and uncertainties

CPG's business rnay be influenced by many factors that are difficult to prediqt involve uncertainties that may rnaterially affect actual

results and are often beyond CPG's control These factors include, but are not limited to, changes in general economic conditions;

competitive conditions in our industry; actions taken by third-party operators, processors and transporters, the demand for natural gas

storage and transpo(ation services; our ability to successfully implement our business plan; our ability to complete intemal growth

projects on time and on budget; the price and availability ofdebt and equity financing; the availability and price ofnatural gas to the

consumer compared to the price of altemative and competing fuels; competition from the same and altemative energy sources; energy

efficiency and technology trends; operating hazards and other risks incidental to transporting, storing and gathering natural gas; natural

disasters, weather-related delays, casualty losses and other matters beyond our control; interest rates; labor relations, large customer

defaults; changes in the availability and cost ofcapital; changes in tax status; the effects ofexisting and future laws and govemmental

regulations; and the effects offuture litigation. For a full discussion ofthese risks and uncertainties, please refer to the "Risk Factors"

section of CPG's Registration Statement on Form l0 dated and filed with the Securities Exchange Commission on February 6,2015, as
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amended and declared effective on June 3, 201 5 All foruard-looking statements included in this press release are expressly qualified in

their entirety by such cautionary statements CPG expressly disclaims any obligation to update, amend or clari$ any forward-looking

statement to reflect events, new information or circumstances occurring after the date of this press release except as required by

applicable law.
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Three Months Ended
June 30,

2015 20t4

Six Months Ended
June 30,

2015 2014

Operating Revenues

Transportation revenues

Transportation revenues-affi [iated

Transportation revenues-trackers

Storage revenues

Storage revenues-affi liated

Storage revenues-trackers

Other revenues

178.7 $

t7.l
60.5

3s.5

12.9

0.7

to.1

1535 $

16.9

108.9

357

13 I

04
l s.0

386.2 $

43.7

103.8

11.9

26.1

1.0

23.4

P redec essor I'rcdecessor

J)Z I

42.6

179 5

717

267

08

J)J

Total Operating Revenues 316.1 343 5 656.1 689.3

Operating Expenses

Operation and maintenance

Operation and maintenance-affi liated

Operation and maintenance-trackers

Depreciation and amortization

Gain on sale ofassets

Property and other taxes

89.9

24.9

6r.2

33.9

(8.3)

l9.t

663

293

109 3

288

(0 3)

rt 5

164.7

52.9

104.8

66.4

(13.6)

38.2

I52 J

578

t80 3

58.6

(1 7.8)

358

Total Operating Expenses 220.7 250'7 4t3.4 447 2

Equity Eamings in Unconsolidated Affiliates 29.113.7 209

Operating Earnings 103 9 271.8 263 0

Other Income (Deductions)

Interest expense

Interesl expense-affi liated

Other, net

(r2.e)

(1r.0)

5.3

(t2 6)

27

(r2.e)

(2e.3)

9.9

(24 7)

46

Total OtherDeductions, net (18.6) (9 9) (32.3) (20 l)
Operating Earnings from Continuing Operations before lncome

Income Taxes

90.5

29.3

94.0

34.6

239.5

8t.2

242.9

90.5

Net Operating Earnings from Continuing Operations 6r.2 594 158.3 t52.4

Less: Net Operating Earnings from Continuing Operations - l6.l9.0

Net Operating Earnings from Continuing Operations - Controlling
Interest 1t) 594 t42.2 t52 4

GAAPAdjustment (r.r) (r.l)
GAAP Income from Continuing Operations - Controlling Interest 51.1 $ 594 $ l4l.l $ 152 4
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Three Months Ended Six Months Ended
June 30, June 30,

2015 20t4 2015 20r4

Net Operating Earnings from Confinuing Operations - Controlling 52.2 $ 594$ 142.2 $ 1524

Items excluded from operating earnings

Operating Expenses:

Asset irnpairment (1.8 )(r.8 )

Total items excluded from operating eamings (1.8 )

Other Deductions:

Tax effect of above items 0.70.1

Total items excluded from net operating earnings (l.l )(1.1 )

GAAP Income from Continuing Operations - Controlling Interesl 5l.l s 594$ l4t.t $ 1524
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Three Months Ended
June 30.

Six Months Ended
June 30.

2015 2014 20r5 2014

Prcdecessor

59.8 $ s9r$
Predecessor

156.9 $ 151.9Net Income

Add:

Interest expense

Interest expense-affi | iated

lncome taxes

Depreciation and amortization

Asset impairment

Distributions ofearnings received from equity investees

Less:

Equity earnings in unconsolidated alfiliates

Other, net

12.9

lt.0
28.6

33.9

1.8

9.6

t3.7

5.3

12.6

346

288

)J

ll I

27

12.9

29.3

80.5

66.4

1.8

27.9

29.1

9.9

24 I

905

58.6

t29

20.9

4.6

Adiusted EBITDA 138.6 $ 1266S 336.7 $ )lJ I

Less:

Adjusted EBITDA attributable to noncontrolling interesl tl.4 2t.l
Adjusted EBITDA attributable to CPG t27.2 3I5.6

Net Cash Flows from Operating Activities
Interest expense

Interest expense-affi liated

Current taxes

Other adjustments to operating cash flows

Changes in assets and liabilities

r03.0 $

12.9

lr.0

32.8

10.7

(31.8)

| 33.8 $ 266.8 $ 337 .4

12.9

t2 6 29.3 24,7

16 0 48.6 429

(2 l) 7.s 13.3

(33 7) (28.4\ (los 2)

Adjusted EBITDA 138.6 $ 126.6 S 336.7 $ 313 I

Less:

Adjusted EBITDA attributable to noncontrolling interest tt.1 2t.l
Adjusted EBITDA attributable to CPG 127.2 3r5.6

Adjusted EBITDA
Less:

Cash interest, net

Maintenance capital expenditures

Gain on sale ofassets

Net cash paid for income taxes

Distributions to public unitholders

Add:

Proceeds from sales ofassets

Capital costs related to Separation

138.6

23.9

89.4

8.3

32.8

4.9

7.1

41.5

336.7

42.2

1r0.0

r3.6

48.6

4.9

17.3

43.6

Distributable Casb Flow 27.9 178.3
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Three Months Ended
hrne ?O

Six Months Ended
hrne 10

2015 2014 2015 2014

Operating Revenues

Transportation revenues

Transportation revenues-affiliated

Storage revenues

Storage revenues-affiliated

Other revenues

Predecessor

237.8 $ 2605 $

r8.s I 8.8

36.2 36 0

r2.9 13 2

10.7 15 0

Prcdecessor

507.4

474

72,3
,',4 o

353

486.2 $

47.5

72.8

26.2

23.4

Total Operatin g Revenues 3t 6.1 343 s 656.1 689.3

Operating Expcnses

Operation and maintenance

Operation and maintenance-affiliated

Depreciation and amortization

Gain on sale of assets

Property and other taxes

151.I

24.9

33.9

(6.s)

l9.l

l/)o

293

288
(0.3)

173

269.s

52.9

66.4

(11.8)

38.2

3 12,8

578

58.6

(17.8)

35.8

Total Operating Expenses 222.s 250 7 415.2 44't.2

Equity Eamings in Unconsolidated Affiliates t3.7 29.1 209

Operating Income t07.3 103 9 210.O 263.0

Other Income (Deductions)

Interest expense

Interest expense-affi liated

Other, net

(r2.e)

(11.0)

5.3

(12 6)

(r2.e)

Qes)
9.9

(24.7)

4.6

Total Other Deductions, net (18.6) (e e) (32.3) (20, l )

Income from Continuing Operations before Income Taxes

Income Taxes

88.7

28.6

940
J4-O

237.7

80.5

242.9

905

Income from Continuing Operations

Loss from Discontinued Operations-net of taxes

60.1 $

(0.3)

59.4 $

(0 3)

157.2 $
(0.3)

t52.4

(0.s)

Net Income

Less: Net income attributable to noncontrolling interest

59.8 S

9.0

59 l $ 1s6.9 $

16.r

Net income attributable to CPG 140.8

Amounts attributable to CPG:

Income fiom continuing operations

Loss from discontinued operations

51.1 $

(0.3)

594 $

(0.3)

141.r $

(0.3)

t52.4

(0.s)

Net income attributable to CPG s0.8 $ 59 I S 140.8 $
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June 30, December 31,(in millions,)

ASSETS
CurrentAssets

Cash and cash equivalents

Accounts receivable (less reserve of$0.6 and $0.6, respectively)

Accounts receivable-affi liated

Materials and supplies, at average cost

Exchange gas receivable

Regulatory assets

Defened property taxes

Deferred income taxes

Prepayments and other

136.8 $

r23.6

678.8

28.2

21.8

5.3

32.3

91.8

20.3

0.5

t49.4

180.0

24.9

34.8

6.1

48.9

60.0

14.7

Total Cunent Assets 141.9 5 19.3

Investments
Unconsolidated affi liates

Other investments

444.6

12.l

444.3

2.7

Total Investments 456.7 447.0

Property, Plant and Equipment
Property, plant and equipment

Accumulated depreciation and amortization

8,476,6

(2,993.0)

7 ,935.4

(2,976.8)

Net Property, Plant and Equipment 5,483.6 4.958.6

0ther NoncurrentAssets
Regulatory assets

Goodwill

Postretirement and postemployment benefi ts assets

Deferred charses and other

149.0

1,975.5

110.8

39,4

151.9

t.97s.5

90.0

t5.2

Total Other Noncurrent Assets 2,274.7 2,232.6

Total Assets 9,356.9 $ 8, I 57.5
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June 30, December 3 l,
(in millions)

LIABILITIESAND EQUITY
Current Liabilities

Current portion of long-term debt-affiliated

Short-term borrowings

Short-term bonowings-affi liated

Accounts payable

Accounts payable-affi liated

Customer deposits

Taxes accrued

Exchange gas payable

Deferred revenue

Regulatory liabilities

Legal and environmental

Accrued capital expenditures

Other accruals

20.0

718.9

67.6

29.6

41.8

96.9

24.9

13.7

9.0

2.1

146.3

92.7

I 15.9

252.5

56.0

53.6

13.4

t03.2

J+. I

22.5

1.3

2.0

6t.l
68.0

Total Current Liabilities 1.263.5 784.2

Noncurrent Liabilities
Long-term debt

Long-term debt-affiliated

Deferred income taxes

Accrued liability for postretirement and postemployment benefrts

Regulatory liabilities
Asset retirement obligations

Other noncurrent liabilities

2,745.9

1,326.2

46.7

304.1

24.2

85.5

t,472.8

1,2s5.7

53.0

295.7

23.2

96.6

Total Noncurrent Liabilities 4.s32.6 3.197.0

Total Liabilities 5.796.r 3.98 1.2

Commitments and Contingencies
Equity

Net parent investment 2,635.0

Accumulated other comprehensive loss (24.5)

4,210.8

(34.5)

Total CPG Equity 2.610.5 4.r76.3

Noncontrolline Interest 950.3

Total Equity 3,560.8 4.176.3

Total Liabilities and Eouifv 9.3s6.9 $ 8.157.5
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20ls 2014

Predecessor
Operating Activities

Net Income
Adjustments to Reconcile Net Income to Net Caslr from Continuing Operations:

Deoreciation and amortiztion
Defened incorne taxes and investmelt tax credits

Defened revenue

Equity-based compensation expense and 401(k) profit shaing contribution
Gain on sale of msets
hcome from unconsolidated affiliates
Loss from discontinued operations-net of taxes
Amortiztion of debt related costs

AFUDC equity

Distributions of eamings received from equity investees

Chanees in Assets and Liabilities:
Accounts receivable

Accomts receivable-affiliated
Accouts payable

Accomts payable-aftiliated

Customer deDosits

Tues accrued

Exchange gas receivable/payable

Other accruals

keoannents and otlrer cunent assets

Regulatory assetYliabilities

Postretirement and postemplolmrent benefits
Defmed charces and other nmcuent assets

Other noncunent liabilities

1s6.9 $

66.4
3 1.9

(0.1)

3.9
(ll.8)
(29.r1

0.3

0.6
(8.s)

27.9

13.9
1.7

23
(26.91

1.0

(0.4)

0.2

13.5

7.8

25.5
(rs.s)

12.21

151 9

586
476
20
l7

(17.8)
(20.9)

0,5

(4 3)

t29

(2s 2\
19 I
24.3

(17 7l
752
(9 4)

47
43

205
2s.6
(ll.l)
(3 3)

7.6 (0 8)

Net Ooeratins Activities from Continuine Ooerations
Net Ooeratine Activities used for Discontinued Ooerations

266.9 3t8 4
(0.t) 0 0)

Nef Crrh Flou c fmm Onarefino Anfivifiec 266 *
Investins Activities

Capital expenditures

Insumnce recovenes

Chmge in short-term lendings-afhliated
Proeeds from disposition ofassets

Distributions from (contnbutions to) equity investees

(470.21

2.1
(s00.2)

t7.3
11

Other investine activities 1 I 7.01

(296.6)

68
(10 4)

49
(54 8)

(3 4)

Financinu Activities
Chage in short-term bonowings
Chage in short-term bonowin gs-aff liated
Issuance of long-temr debt
Debt related costs

Issumce of long-term debt-affi liated
Paymmts of long-term debt-affiliated, including cunent portion
Proceeds from the issuance ofcommon units, net ofoffering costs

Distribution of IPO proceeds to parent

Distribution to Darent

Distibufi on to nonconbollins interest
Trmsfer from oarent

20.0

466.3
2,745.9

(22.5\

1217.3
(2,806.0)

I,l 68.4
(s00.0)

(1,4s0.0)
(4.9)
0.8

(312.6\

328 4

Npl (-qsh F'lnn s fmn I'inqncino Activities Risl lsR
Chanee in cash md cash ecuivalents
Cash and cash ecuivalents at besinnins ofoeriod

136.3
05

(0 3)
04
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NiSource Reports Third Quarter 2015 Earnings

. Solid results, in line with expectations, reinforce strength ofpure-play utility business plan

. Earnings growth driven by disciplined execution of infrastructure and environmental investments

. Ongoing investments provide long-term safefy and reliability benefits to customers and communities

. Columbia Pipeline Group separation successfully completed; CPG results now classified as

discontinued operations

MERRILLVILLE, Ind. - NiSource Inc. (NYSE: Nl)today announced net operating earnings (non-
GAAP) of $18.5 million, or $0.06 per share, for the three months ended Sept. 30, 2015, compared
with a loss of $8.7 million, or $0.03 per share, for the same period in 2014. Operating earnings
(non-GAAP) for the third quarter were $115.8 million, compared to $84.7 million in the same prior
year period.

On a GAAP basis, NiSource reported income from continuing operations of $14.8 million, or $0.05
per share, for the three months ended Sept. 30, 2015, compared with a loss of $17.2 million, or
$0.05 per share, for the same period in 2014. Operating income for the third quarter was $109.7
million, compared to $71 .1 million in the same prior year period. Schedules 1 and 2 of this news
release contain a reconciliation of net operating earnings and operating earnings to GAAP net
income and operating income, respectively.

On July '1,2015, NiSource successfully completed the separation of Columbia Pipeline Group
(CPG) through a distribution of all of the common stock of CPG held by NiSource to NiSource
shareholders. As a result, CPG financial results for all periods are classified as discontinued
operations.

"Our solid results during our first quarter as a pure-play utility company demonstrate that we're well-
positioned for sustainable long-term growth powered by steady and consistent earnings drivers,"
said NiSource President and CEO Joseph Hamrock. "Our ongoing infrastructure and
environmental investments deliver value for our customers and the communities we serve by
enhancing safety and reliability and benefitting our environment."
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Third Quarter 2015 Hiqhliqhts

During the third quarter, NiSource remained on track to invest approximately $1.3 billion in 2015 as
part of its $30 billion of longterm regulated utility infrastructure investment opportunities. lt also
made significant progress in advancing regulatory and customer programs in several key states.

Gas Distribution Operations

. On Oct. 7, 2015, Columbia Gas of Massachusetts (CMA) received approval of its base
rate case settlement by the Massachusetts Department of Public Utilities. The settlement
with the Massachusetts Attorney General supports CMAs continued effort to modernize its
pipeline infrastructure and transform its operations to continue to serve customers safely
and reliably. The approved settlement provides for increased annual revenues of $32.8
million beginning Nov. 1, 2015, with an additional $3.6 million annual increase starting Nov.
1,2016.

. Columbia Gas of Pennsylvania (CPA) has reached a settlement with parties to its base
rate case pending before the Pennsylvdnia Public Utility Commission. Under terms of the
settlement, CPAs annual revenues would increase by approximately $28 million, an
outcome which supports continued infrastructure replacement, pipeline safety upgrades and
enhanced employee training. The settlement also includes a tariff supporting the expansion
of natural gas service into unserved areas. A decision on the settlement from the
Pennsylvania commission, with new rates in effect, is expected by the end of the year.

. On Aug. 21 ,2015, Columbia Gas of Virginia (CVA) received final commission approval of
its 2014 base rate case. The commission reaffirmed the $25.2 million annual revenue
increase. The approved case supports continued capital investments by CVA to improve its
system and accommodate customer growth, as well as initiatives to enhance safety and
reliability.

. On Oct. 23, 2015, CVA received regulatory approval of its application for a five-year
extension of its infrastructure replacement program under the SAVE Act (Steps to Advance
Virginia's Energy Plan). The company plans to invest $150 million on its infrastructure
modernization programs from 2016-2020. The approval provides for timely recovery of such
investments through an annual tracker mechanism.

. Northern Indiana Public Service Go. (NIPSGO) continued executing on its seven-year,
$817 million natural gas system modernization program. NIPSCO filed its semi-annual
tracker update on Aug. 31 , 2015 and expects to make its next filing in spring 2016.

Electric Operations

. Consistent with a May 26,2015 settlement NIPSCO reached with the Indiana Office of Utility
Consumer Counselor and NIPSCO's largest industrial customers, the company filed a rate
case and is expected to file a new seven-year electric infrastructure modernization plan
with the Indiana Utility Regulatory Commission (IURC). The May 26 settlement remains
pending before the IURC.

. NIPSCO's firct electric rate case in five yeans was filed with the IURC on Oct. 1,2015.
The case seeks to update rates to reflect the current costs of generating and distributing
power, plus ongoing investments which are delivering substantial benefits to customers
including programs that have reduced the duration of power outages by 40 percent. The
request also seeks to create a bill payment assistance program for low-income electric
customers during the summer cooling season. A decision by the IURC is expected in the
third quarter of 2016.

2
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. NIPSCO's Michigan City flue gas desulfurization unit is set to be placed in service by the
end of the year - on schedule and on budget. The approximately $255 million project,
supported with cost recovery, improves air quality and helps ensure NIPSCO's generation
fleet remains in compliance with current environmental regulations. lt also helps ensure that
NIPSCO can continue offering low-cost, reliable and efficient generating capacity for its
customers.

. Progress also continued on two major electric transmission projects designed to
enhance region-wide system flexibility and reliability. Right-of-way acquisition and permitting
are under way for both projects and substation construction has begun on both projects.
These projects involve an investment of approximately $500 million for NIPSCO and are
anticipated to be in service by the end of 2018.

2016 Guidance, Growth Commitments, Reaffirmed

NiSource CEO Joseph Hamrock reaffirmed that NiSource expects to deliver non-GAAP net
operating earnings per share of $1.00 to $1 .10 in 2016.

As previously disclosed, NiSource expects to make approximately $1.+ billion in planned
infrastructure enhancement investments in 2016 as part of its $30 billion in infrastructure investment
opportunities, which should support the company's projected long-term earnings and dividend
groMh projections of 4-6% annually.

NiSource remains committed to maintaining solid, investment grade credit ratings. Standard &
Poor's rates NiSource at BBB+, Fitch Ratings'outlook on NiSource is BBB- (positive) and Moody's
rates NiSource al Baa2. As of Sept. 30, 2015, NiSource maintained $1 .6 billion in net available
liquidity.

Third Quafter 2015 Operatinq Earninqs - Seqment Results (non-GAAP)

NiSource's consolidated operating earnings (non-GAAP) for the three months ended Sept. 30,
2015, were $115.8 million, compared to $84.7 million for the same period in 2014. Operating
earnings (non-GAAP) for NiSource's business segments for the three months ended Sept. 30,
2015, are discussed below. Refer to Schedule 2for a reconciliation of operating earnings (non-
GAAP)to GAAP operating income.

Gas Distribution Operations reported operating earnings of $21.6 million for the three months
ended Sept. 30, 2015, compared with operating earnings of $1.0 million for the same prior year
period. Net revenues, excluding the impact of trackers, increased by $t A.S million primarily
attributable to the implementation of rates under Columbia Gas of Ohio's (COH) approved
infrastructure replacement program, as well as the impact of new rates at CVA and CPA.

Operating expenses, excluding the impact of trackers, decreased by $2.1 million from the
comparable 2014 period.

Electric Operations reported operating earnings of $101.6 million for the three months ended
Sept. 30, 2015, compared with operating earnings of $90.2 million for the same prior year period.
Net revenues, excluding the impact of trackers, decreased by $O.A million from the comparable
2014 period.

Operating expenses, excluding the impact of trackers, decreased by $12.2 million from the
comparable 2014 period primarily as a result of lower employee and administrative costs.
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Corporate and Other Operations reported an operating eamings loss of $7.4 million for the three
months ended Sept. 30, 2015, compared with an operating earnings loss of $6.5 million for the
three months ended Sept. 30, 2014.

Other ltems
Interest expense, net was $94.9 million for the three months ended Sept. 30, 2015 compared to
interest expense, net of $94.7 million for the same prior year period.

Other, net reflected income of $5.8 million compared to income of $5.7 million in the comparable
2014 period.

Income taxes were $8.2 million for the three months ended Sept. 30, 2015 compared to $4.4 million
for the same prior year period.

NiSource's consolidated operating earnings (non-GAAP) for the nine months ended Sept. 30, 2015,
were $583.2 million, compared to $550.7 million for the same period in 2014. Operating earnings
(non-GAAP) for NiSource's business segments for the nine months ended Sept. 30, 2015, are
discussed below. Refer to Schedule 2lor a reconciliation of operating earnings (non-GAAP) to
GAAP operating income.

Gas Distribution Operations reported operating earnings of $383.0 million for the nine months
ended Sept. 30, 2015, compared with operating earnings of $343.6 million for the same prior year
period. Net revenues, excluding the impact of trackers, increased by $78.6 million primarily
attributable to increases in regulatory and service programs, including the impact of new rates at
CPA and CVA and the implementation of rates under COH's approved infrastructure replacement
pro9ram.

Operating expenses, excluding the impact of trackers, increased by $gg.Z million due primarily to
increased employee and administrative costs, higher depreciation and increased property taxes.

Electric Operations reported operating earnings ol $225.4 million for the nine months ended Sept.
30, 2015, compared with operating earnings of $224.2 million for the same prior year period. Net
revenues, excluding the impact of trackers, decreased by $2.8 million from the comparable 2014
period.

Operating expenses, excluding the impact of trackers, decreased by $+.0 million from the
comparable 201 4 period.

Corporate and Other Operations reported an operating earnings loss of $25.2 million for the nine
months ended Sept. 30, 2015, compared with an operating earnings loss of $17.1 million for the
nine months ended Sept. 30, 2014.The increase in operating eamings loss is primarily due to
higher employee and administrative costs.

Other ltems
Interest expense, net was $285.9 million for the nine months ended Sept. 30, 2015 compared to
interest expense, net of $287.4 million for the same prior year period.

Other, net reflected income of $11 .6 million compared to income of $13.4 million in 2014.

The effective tax rate of net operating earnings was 35.5 percent compared to 36.1 percent for the
same period last year.
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About NiSource
NiSource Inc. (NYSE: Nl) is one of the largest fully-regulated utility companies in the United States,
serving approximately 3.5 million natural gas customers and 500,000 electric customers across
seven states through its local Columbia Gas and NIPSCO brands. Based in Merrillville, Indiana,
NiSource's more than 7,000 employees are focused on safely delivering reliable and affordable
energy to our customers and communities we serve, NiSource has been designated a World's Most
Ethical Company by the Ethisphere Institute since 2012 and is a member of the Dow Jones
Sustainability - North America Index. Additional information about NiSource, its investments in
modern infrastructure and systems, its commitments and its local brands can be found at
uryvw.nisource.com. Nl-F

Regulation G Disclosure Statement
This press release includes NiSource's financial results with respect to net operating earnings from
continuing operations and operating earnings, which are non-GAAP financial measures as defined
by the SEC's Regulation G. The Company includes such measures because management believes
they permit investors to view the Company's performance using the same tools that management
uses and to better evaluate the Company's ongoing business performance. lt should be noted that
there will likely be differences between these non-GAAP financial measures and GAAP equivalents
due to various factors, including, but not limited to, weather, restructuring, environmental, the impact
of asset sales and asset impairments, and separation related costs and expenses and accounting
changes. NiSource is not able to estimate the impact of such factors on GAAP earnings and, as
such, is not providing earnings guidance on a GAAP basis.

Forward-Looking Statements
This news release contains forward-looking statements within the meaning of federal securities
laws. These forward-looking statements are subject to various risks and uncertainties. Examples of
forward-looking statements in this release include statements and expectations regarding
NiSource's business, performance and groMh. Factors that could cause actual results to differ
materially from the projections, forecasts, estimates and expectations discussed in this release
include, but are not limited to, NiSource's debt obligations and ability to comply with related
covenants, changes in NiSource's credit rating, growth opportunities for NiSource's businesses,
changes in generaleconomic and market conditions, regulatory rate reviews and proceedings,
increased competition in deregulated energy markets, compliance with environmental laws,
fluctuations in weather, climate change, natural disasters, acts of terrorism and other catastrophic
events, economic conditions in certain industries, fluctuations in the price of energy commodities,
counterparty credit risk, any impairment of goodwill and definite-lived intangible assets, changes in
taxation or accounting principles, accidents and other operating risks, aging infrastructure,
disruptions in information technology and cyber-attacks, NiSource's ability to achieve the intended
benefits of the separation and other matters set forth in the "Risk Factors" section in NiSource's
2014 Form 10-K and other filings with the Securities and Exchange Commission, many of which are
beyond the control of NiSource. In addition, the relative contributions to profitability by each
segment, and the assumptions underlying the forward-looking statements relating thereto, may
change over time. NiSource expressly disclaims any duty to update, supplement or amend any of
its forward-looking statements contained in this release, whether as a result of new information,
subsequent events or othenruise, except as required by applicable law.
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NiSource Inc.
Consolidated Net Operating Earnings (Non-GAAP)

(unauditefi

Three Months Ended
September 30,

Nine Months Ended
September 30,

(in millions, except per share amounls) 20r5 20t4 2015 2014

Net Revenues

Gas Distribution

Gas Transportation

Electric

Other

$ 209.7 $

172.1

431.5

7.8

2404$1,s82.8$r,860.1
170.5 739.9 710.4

43'.1 .9 t,199.9 1,285.0

2.8 19.9 10.4

Gross Revenues

Cost of Sales (excluding depreciation and amortization)

821.1

209.1

851.6

262.3

3,542.5 3,865.9

rJ07.3 r;769.4

Total Net Revenues 612.0 589 3 2,235.2 2,096 5

Operating Expenses

Operation and maintenance

Operation and maintenance - trackers

Depreciation and amortization

Depreciation and amortization - trackers

Other taxes

Other taxes - trackers

292.1

17.9

126.9

5.6

45.1

8.6

306.9

20.5

122.6

1.2

45.4

8.0

914,0 893.9

149.8 96.6

380.1 36r.2

r0.9 1.9

143.7 139 0

53.5 532

Total Operating Expenses 496.2 504 6 1.652.0 1.545 8

Operating Earnings 115.8 847 583.2 550.7

Other Income (Deductions)

Interest expense, net

Other. net

(94.9',,

5.8

(94.7)

5;l

(28s.9) (287.4)

11.6 13.4

Total Other Deductions (8e.r) (8e.0) (274.3) (274.0)

Operating Earnings (Loss) From Continuing Operations

Before Income Taxes

Income Taxes

26.7

8.2

(4-3)

4.4

308.9 n6.7
109.7 99.9

Net Operating Earnings (Loss) from Continuing Operations 18.5 (8.7) r99.2 176.8

GAAP Adjustment (3.7) (8.5) (6s.0) (0.1)

GAAP Income (Loss) from Continuing Operations 14.8 $ (17.2) S 134.2 $ t76 7

Basic Net Operating Earnings (Loss) Per Share from Continuing
Operations 0.06 $ (0.03) $ 0.63 $ 0.56

GAAP Basic Earnings (Loss) Per Share from Continuing Operations $ 0.0s $ (0.0s) s 0.42 $ 0.56

Basic Average Common Shares Outstanding 318.1 3 15.4 317.4 314.9



GAS-ROR-006
Attachment J
Page I of 34

Gas Distribution Operations

6n millions)

NiSource Inc.
Segment Operating Eamings (Non-GAAP)

(unaudited)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2015 2014 2015 2014

Net Revenues

Sales revenues

Less: Cost of gas sold

385.s S

73.9

412.1 $

114.6

2337.0 $

929.9

2,575.5

r,294.8

Net Revenues 311.6 297.5 t,407.1 r,280.7

Operating Expenses

Operation and maintenance

Operation and maintenance - trackers

Deprec iation and amortization

Other taxes

Other taxes - trackers

187.4

9.0

58.5

26.5

8.6

194.8

14.0

55.4

243

8.0

588.2

126.0

172.8

83.6

5J.5

565.9

78.5

16r.7

778

53.2

Total Operating Expenses 296.5 t,024.1 937.1

GAAP Adjustment

2r.6 $ r0 $

(1.6) (0.2)

343.6

8.8

GAAP Operating Income 20.0 $ 0.8 s 394.9 $ 362.4

Three Months Ended
September 30,

Nine Months Ended
September 30,Electric Operations

(in millions) 2015 2014 20t5 2014

Net Revenues

Sales revenues

Less: Cost ofsales

431.7 $

135.2

4380 $

r47.5

I,201.3 $

371.5

r,286.1

4't4.2

Net Revenues 296.5 290-5 823.8 8l 1.9

Operating Expenses

Operation and maintenance

Operation and maintenance - trackers

Depreciation and amortization

Depreciation and amortization - trackers

Other taxes

101.3

8.9

63.0

5.6

l6.l

114 0

6.5

61 2

1.2

t7.4

325.9

23.8

188.1

10.9

49.4

337.1

18.1

181.0

1.9

49.6

Total Operating Expenses 194.9 200.3 598.4 587.7

GAAP Operating Income 98.5 $ 76.9 S 214.2 $ 2r8.'l

Corporate and Other Operations

ftn millions)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2015 20r4 2015 20t4

GAAP Operating Loss (8.8 ) $ (6.6 ) $ (28.7 ) $ (r8.e )
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NiSource Inc.
Segment Volumes and Statistical Data

Three Months Ended
September 30,

Nine Months Ended
September 30,

Gas Distribution Operations 2015 2014 2015 20t4

Sales and Transportation (MMDth)

Residential

Commercial

Industrial

OffSystem

Other

t 4.5

16.4

127.4

5.2

0.1

I5.4

l7 5

126.2

7.1

198.0

130.2

397.8

24.7

(0.2)

206.9

135.0

384.7

35.6

(0.1)

Total 163.6 166 2 750.5 '762.r

Weather Adiustmenl 0.9 (28.3) (33.8)

Sales and Transnortation Volumes - Excludins Weather 1645 166.2 728.3

Heating Degree Days

Normal Heating Degree Days

7o (Warmer) Colder than Normal

Customers

Residential

Commercial

Industrial

Other

43

85

(4e)%

100 3,936 4,092

85 3,576 3,576

18% l0o l4o/o

3,058,415 3,035,401

217,525 276,923

7,233 7,5t2

14 15

3J43,t 87 3,3 19,851

Three Months Ended
September 30,

Nine Months Ended
September 30,

Electric Operations 2015 2014 2015 2014

Sales (Gigawatt Hours)

Residential

Commercial

lndustrial

Wholesale

Other

1,001,9

1,066.7

2,210.3

76.9

36.1

9t5 2

1,03 1.6

2,504-7

t6t.4

36.4

2,584.6 2,604.6

2,935.8 2,932.0

6,990.7 7,56'1.6

194.8 485.3

105.2 104.7

Total 4,457.9 4,649.3 12,811.1 13,694.2

Weather Adiustmenl 48.3 r93;7 r9.4 't9 3

Sales Volumes - Excluding Weather 4,500.2 4,843.0 12,830.5 13,773 5

Cooling Degree Days

Normal Cooling Degree Days

7o Colder than Normal

Electric Customers

Residential

Commercial

Industrial

Wholesale

Other

529

570

(7)%

381 7s8 657

570 799 799

(33)% (s)% (r8)%

403,468 401,683

54,841 54,383

2351 2,364

146 751

34
461,409 459,185



GAS.ROR-O06
Attachment J

Page 'l1 of 34

NiSource
Schedule 1 -Reconciliation of Net

Inc.
Operating Eamings to GAAP

(in millions, excepl per share amounts)

Three Months Ended Nine Months Ended
September 30, September 30,

2015 2014 2015 2014

Net Operating Earnings (Loss) from Continuing Operations 18.s $ (8.n $ 199.2 $ 176.8

Items excluded from operating earnings

Net Revenues:

Weather - compared to normal

Operating Expenses:

Transaction costs

Environmental costs

Loss on sale ofassets

(3.e)

(l.l )

(l.l)

( | 3.5)

(0.1)

11.5

(3.t)

(10.0)

(r.2)

13.0

(1.5)

Total itoms excluded from operating earnings (6.1) (13.6) (2.8) ll5
Other Deductions:

Loss on extinguishment oflong-term debt

Income taxes - discrete items

Tax effect ofabove items 2.4 5.1

(e7.2)

(3.3)

38.3

(7.0)

(4 6)

Total items excluded from net operating eamings (3.7) (8.5) (6s.0) (0.1)

GAAP Incone (Loss) from Continuing Operations r4.8 $ 07.2) $ 134.2 $ 176.7

Basic Average Common Shares Outstanding 318.1 315 4 317'4 314.9

BasicNetOperatingEarnings(Loss)PerSharefromContinuing $ 0.06 $ (003) $ 0.63 $ 0.56
Operations

Items excluded from net operating eamings (aftertax) (0.01) (0.02) (0.2r)

GAAP Basic Earnings (Loss) Per Share from Continuing Opentions $ 0.0s $ (0.05) $ 0.42 $ 056
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2015 (in ni&ons)

NiSource Inc.
Schedule 2 -Adjustments by Segment from Operating Eamings to GAAP

For the Quarter ended September 30,

Ges
Distribution

Corporate &
Electric Other Totll

Operating Earnings (Loss)

Net Revenues:

Weather - compared to normal

$ 21.6 S 101.6 $ (7.4)$ lls.8

Tolal Inpact- Net Revenues

g,P#"-4F , ;:-.*, +:stl ti
Transaction cosb

Loss on sale ofassets (0.8) (0 3) (l.l)
Total Impacl- Operating Expenses (0.8) (1.4) (2,2\

Totallntpact-Operatingloss S (1.6)5 (3.1)$ (1.4)$ (6.1)

Operating Income (Loss) - GAAP $ 20.0 S 98.5 $ (8.8 ) $ 109.7

2014 (in millions)
Ges

Distribution
Corporate &

Electric Other Totrl

Operating Earnings (Loss) $r.0$ 90.2 $ (6.s) $ 84.7

Net Revenues:

Weather - compared to normal (0.2) (13.3) (13.s)

Total Inpacl- Nel Revenues

,;.1:,",,-. , ,, --1.= l'.i*
Loss on sale ofassets

(0.2) (13.3)

- Operating Expenses (0.1) (0.

Tolnl Inpoct- Operding Loss (0.2) $ (13.3)$ (0.1)$ (13.6)

Operating Income (Loss) - GAAP 0.8 $ 76.9 $ (6.6)$ 7t.r

l0
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2015 (in millionsl

NiSource Inc.
Schedule 2 -Adjustments by Segment from Operating Earnings to GAAP

For the Nine Months ended September 30,

Gas Corporate &
Distribution Electric Other Total

Operating Earnings (Loss)

Net Revenues:

Weather - compared to normal

$ 383.0 S 22s.4 S (2s.2 ) $

t2.7 (t.2)

583.2

I 1.5

Total Intpacl - Net Revenues

Operating f,xpenses:

Environmental costs

Transaction costs

Loss on sale ofassets

t2.7 (1.2)

(r0.0)

(0.8)

I1.5

(1 0.0)

(3.1)

(r.2)

Total Impact- Operating Expenses (0.8) (10.0) (3.s) (r4.3)

Tolal Impact - Operating Incomc (Loss) ll.9 $ (11.2 ) $ (3.s ) $ (2.8 )

Operating Income (Loss) - GAAP 394.9 $ 214.2 $ (28.7) $

2014 (in millionsl
Gas

Distribution
Corporate &

Electric Other

Operating Earnings (Loss)

Net Revenues:

Weather - compared to normal

$ 343.6 $

18.6

224.2 $ (r7.1 ) $

(5.6)

s50.7

13.0

Total Impact - Nel Revenues

Operating Expenses:

Gain (Loss) on sale ofassets

18.6 (s.6)

0.1 (1.8)

13.0

(1.s)

Total Impact - Operating Expenses 0.10.2 (1.8) (l.s)

Total Impacl - Operating Income (Loss) r8.8 $ (s.s ) $ (r.8) $ ll.5
Operating Income (Loss) - GAAP 362.4 $ 218.7 $ (18.9 ) $

ll
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NiSource Inc.
Consolidated Income Statements (GAAP)

(unaudited)

(in millions, excepl per share amounls)

Three Months Ended Nine Months Ended
September 30, September 30,

2015 2014 2015 2014

Net Revenues

Gas Distribution

Gas Transportation

Electric

Other

s 208.9 $ 240.3 $ 1,595.5 $ 1,878.8

r72.r t70 5 139.9 710.5

428.4 424.6 1,198.7 1,279.4

7.8 28 19.9 104

Gross Revenues

Cost ofSales (excluding depreciation and amortization)

817.2

209.1

838.2 35s4.0 3,879.r

262 4 1,307.3 1,769 6

Total Net Revenues 608.1 575.8 2246.7 2.109.5

Operating Expenses

Operation and maintenance

Depreciation and amortization

Loss on sale ofassets

Other taxes

3l 1.1

132.5

1.1

53.7

327.4 1,076.9 990.5

123.8 391.0 363.1

0.1 1.2 1.5

53.4 191.2 1922

Total Operating Expenses 498.4 504.7 1.666.3 1.547.3

Operating lncome 109.7 7tl 580.4 s62.2

Other Income (Deductions)

Interest expense, net

Other, net

Loss on early extinguishment oflong-term debt

(e4.e)

5.E

(e47) (28s.e) (287.4)

5.7 1r.6 13.4

(e7.2)

Total Other Deductions (89.1) (8e.0) (37r.s) (274.0)

Income (Loss) from Continuing Operations before Income Taxes

lncome I'axes

20.6

5.8

( 17.e)

(0 7)

208.9 288.2

74.7 111.5

Income (Loss) from Continuing Operations r4.8 (17 2) 134.2 t'76 7

(Loss) Income from Discontinued Operations - net oftaxes (re.1) 486 108.5 199.1

Net (Loss) lncome

Less: Net income attributable to noncontrolling interest

(4.e) 31.4 242.7 375.8

15.6

Net (Loss) Income attributable lo NiSource (4.9) $ 3r.4 S 227.r $ 375.8

Amounts attributable to NiSowce:

Income (Loss) from continuing operations

(Loss) Income fiom discontinued operations

$ r4.8 $

(re.7)

(172) $

48.6

134.2 $ 176 7

92.9 199.1

Net (Loss) Income attributable to NiSource (4.9) $ 31 4 S 227.r $ 37s8

Basic (Loss) Earnings Per Share

Continuing operations

Discontinued oDerations

s 0.0s $

(0.07)

(0.05) s
0.15

0.42 $ 0 56

0.30 0.63

Basic (Loss) Earnings Per Share $ (0.02) $ 0.r0 $ 0.72 $ l.t9
Diluted (Loss) Earnings Per Share

Continuing operations

Discontinued operations

s 0.0s $

(0.07)

(0 0s) s

0. l5

0.42 $ 0 s6

0.29 0.63

Diluted (Loss) Earnings Per Share $ (0.02) s 0.10 s 0.71 $ l. 19

Dividends Declared Per Common Share $ 0.3r $ 026 s 0.83 $ 1.02

Basic Average Common Shares Outstanding

Diluted Average Common Shares

318.1

321.5

315.4

315.4

317.4 3t4 9

320.7 316.0

l2
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NiSource Inc.
Consolidated Balance Sheets (GAAP)

(unauditefi

(in millions)
September 30, December 31,

2015 2014
ASSETS

Property, Plant and Equipment

Utility plant

Accumulated deoreciation and amortization

18,484.8 $

(6,811.5)

17.668 4

(6,629.5)

Net utility plant 11,673.3 11,038.9

Other property, at cost, less accumulated depreciation 18511.4

Net Property, Plant and Equipment I I,690.7 11,057.4

Investments and Other Assets

Unconsolidated affi liates

Other investments

6.7

195.8

8.3

204.8

Total Investments and Other Assets 202.5 2t3 |
Current Assets

Cash and cash equivalents

Restricted cash

Accounts receivable (less reserve of$20.7 and $24.9, respectively)

Gas inventory

Undenecovered gas costs

Materials and supplies, at average cost

Electric production fuel, at average cost

Exchange gas receivable

Assets of discontinued operations

Regulatory assets

Deferred income taxes

Prepayments and other

31.7

27.9

500.5

398.9

7.1

84.2

8t.l
19.7

r83.7

227.1

75.9

24.9

249

920.8

440 3

32.0

8 1.1

64.8

283

341.3

18'7 4

214.2

106.5

Total Current Assets 1,637,8 2,466.s

Other Assets

Regulatory assets

Goodwill

Intangible assets

Assets of discontinued operations

Deferred charges and other

1,507.5

1,690.1

2s6.4

1,544.5

1,690.7

264.7

7,546.0

83.470.3

Total Other Assets 3,524.9 tr,129.3
Total Assets 17,055.9 $ 24,866.3

l3
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NiSource Inc.
Consolidated Balance Sheets (GAAP) (continued)

(unaudited)

(in millions, except share amounls)
September 30,

2015
December 31,

2014

CAPITALIZATION AND LIABILITIES

Capitalizrtion

Common Stockholders' Equity

Common stock - $0.01 par value, 400,000,000 shares authorized;318,474,781 and
3 | 6,037,421 shares outstandin g, respectively

Additional paid-in capital

Retained (defi cit) earnings

Accumulated other comprehensive loss

Treasuw stock

$ 3.2$
5,078.6

(1,182.7'

(1e.6)

(79.2)

3-2

4,787.6

r,494.0

(s0.6)

15R Al

Total Common Stockholders' Equity

Long-term debt, excluding amounts due within one year

3,800.3

6,133.s

6,175.3

8,155.9

Total Capitalization 9,933.8 14,33t.2

Current Liabilities

Current portion oflong-term debt

Short-term borrowings

Accounts payable

Dividends payable

Customer deposits and credits

Taxes accrued

Interest accrued

Ovenecovered gas and fuel costs

Exchange gas payable

Deferred revenue

Regulatory liabilities

Accrued liability for postretirement and postemployment benefits

Liabilities of d iscontinued operations

Legal and environmental

Accrued compensation and employee benefits

Other accruals

442.6

107.2

349.2

49.3

255.4

137.0

I /.J

169.2

66.8

9.3

120.2

<t

36.8

125.9

121.7

266.6

r,576.9

610.1

280.9

169.2

140.7

45.6

t 01.5

3.4

6l.l
).J

369.0

22.7

r66.8

r44.5

Total Current Liabilities 2,073.3 3,964.3

Other Liabilities and Deferred Credits

Deferred income taxes

Defened investrnent tax credits

Defened credits

Accrued liability for postretiremenl and postemployment benefits

L iabilities of discontinued operations

Regulatory liabilities

Asset retirement obligations

Other noncurrent liabilities

2,513.9

15.4

99.4

66s.2

1J87.1

r|t.2
186.6

2,380.0

t7.l

100.9

733.9

1,616 3

1,3't9.6

1362

206.8

Total Other Liabilities and Defened Credits 5,048.8 6.s70.8

Commitmeots and Contingencies

Total Crpitalization and Liabilities

14

17,055.9 $ 24,866.3
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NiSource Inc.
Statements of Consolidated Cash Flows (GAAP)

(unaudited)

Nine Months Ended September 30, (in nillions) 2015 2014
Operating Activitis

Net Income

Adjustments to Reconcile Net hcome to Net Cash frorn Continuing Operations

Loss on early extinguishment ofdebt
Depreciation md mortiztion
Net changes in price risk mmagement assets md liabilities

Defened income tues and investment tax credits

Deferred revenue

Stock compensation expenw md 401 (k) profit sharing contribution

Loss on sale of assets

lncome from unconsolidated affi liates

Income from discontinued operations - net of taxes

Amortization ofdebt related costs

AIUDC equity

Chmges in Assets and Liabilities

Accounts receivable

Inventories

Accounts payable

Customer deposits and credits

Taxes accrued

lnterest accrued

Over (Under) recovered gro md fuel costs

Exchange gas receivable/payable

Other accruals

hepayments md other curent assets

Regulatory msets/liabilities

Postretirement ard postemployment benefits

Deferred credits

Defened chuges and other noncunent assets

Other noncunent liabilities

242.7 $

91.2

19t.0
2.0

60.r

1.3

38.6

1.2

0.8

(108.s)

6.8

(1.7)

420.3

19.8

(287.s)

(2s.s)

(30.6)

(63.1 )
148.5

(26.1)

(s7.1)

30.1

lll.l
(6 1.0)

(1.3)

r0.8
(13.6)

3',15 8

363 |

1.9

110 1

(0,4)

502
1.5

06
(r ee. l)

75
(7 4)

360_3

(r 70 5)

(228 7)

(5 0)

(31 l)
(s4 1)

(le 2)

(57 2)

(2e s)

339
(r8 r)
(86 7)

10.7

55
53

Net Operating Activities from Continuing Operations

Net Operating Activities from Discontinued Operations

906.3

281.6

418 8

467 7

Nel Cash Flows from Operating Activities r,r93.9 886 5

Investing AcaiYities

Capital expenditures

Proceeds fiom disposition of assets

Restricted cash deposits

(e23.4)

4.3

(3.0)

(914 3)

I6
(8 l)

(1 4\
Cash contributiom from CPG 3,798.2

Other investing activities (39.9)

Net Investing Activities fiom (used for) Continuing Opemtions

Net Investing Activities used for Discontinued Operations

2,836.2

(430.0)

(e28 2)

(584 0)

Net Cash Flows from (used for) Investing Activities 2,406.2 (r.s12 2)

Financing Activities
Cash of CPG at Separation

Issuance of long-term debt

Repayments of long-tem debt md capital leme obligations

hemiums and other debt related costs

Cbmge in short-term borowings, net

Issuance of common stock

Acquisition of treasury stock

Dvidends paid - common stock

(136.8)

(1r8s9.r)

(e3.s)

(r,396.6)

r7.9
(20.3)

(214.0)

't48 4

(517 l)

612 3
)1 I

(r0 2)

(23e 2)

Net Financing Actiuties (used for) from Continring Operations

Net Finmcing Activities from Discontinued Operations

(3,702.4)

108.6

616.6

Net Cash Flows (used for) from Financing Activities (3,s93.8) 616,6

Chmge in cash md cash equivalents from continuing operations

Chmge in cash md cmh equivalents used for discontinued operations

Change in cash included in discontinued operations

Cash md cash equivalents at beginnins ofperiod

40.1

(33.8)

u.f,

24.9

107 2

(116 3)

(0 t)
265

Cash aod Cash Equivalents at End ofPeriod 31.7 $ 173

l)
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Question No. GAS-ROR-oo7
Respondent: P.R. Moul

Page r of r

Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-oo7:

Please provide a listing of all securities issuances for the Company and, if
applicable, its parent projected for the next two years. The response should
identify for each projected issuance the date, dollar amount, type of security, and
effective cost rate.

Response:

Columbia Gas of Pennsylvania, Inc.:

The Company plans on issuing the debt below to both meet new financing needs
and to replace maturity of $r8.SzSM on November 28, zot6.

Note: The coupons are based upon the forward curves run on February z, zot6
from the Bloomberg Financial System plus NiSource's BBB+ credit spread
calculated as the BBB+ Utility coupon less the benchmark UST as obtained
from Bloomberg's historical price function. An assumption was made that
this credit spread would change inversely to the change in the U.S.
Treasury rate by approximately one-half.

NiSource Inc.:

NiSource Inc. is expecting to issue $SooM to $rB of external issuance to both
meet financing needs and to replace maturities.

Issue Date Principal Coupon Maturity
March 2cl6 $+sM 4.ffi% 3o Year
Jantary zotT $8sM 4.58% 3o Year



Question No. GAS-ROR-oo8
Respondent: P.R. Moul

Page r of r

Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-oo8:

Please identify all of the Company's and, if applicable, its parent's publicly
undenl'ritten common stock issuances written in the last five years. Identifii
which such issuances were related to mergers or acquisitions, and which were
undertaken to fund facility investments in utility plant and equipment.

Response: Columbia Gas of Pennsylvania, Inc.

Columbia Gas of Pennsylvania, Inc. (Company) is a wholly owned subsidiary of
NiSource Gas Distribution Group, Inc., which is a wholly owned subsidiary of
NiSource Inc. (Parent). All equity of the Company is held by the Parent and is
not publicly traded.

Response: NiSource Inc.

NiSource Inc. has not issued any shares of its common stock over the last five
years (zorr-zor5) through an undennrritten public offering.



Question No. GAS-ROR-oo9
Respondent: P.R. Moul

Page r of r

Columbia Gas of Pennsylvania,Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-oo9 :

Please identifu any plan by the Company to refinance high cost long-term debt or
preferred stock.

Response:

There are no plans to refinance high cost long term debq debt will be refinanced
in normal course at maturity. The company does not have preferred stock.



Question No. GAS-ROR-oro
Respondent: P.R. Moul

Page r of3

Columbia Gas of Pennsylvania, Inc.
Standard Data Request

Rate of Return

Question No. GAS-ROR-oro:

Please provide copies of all securities analysts' reports relating to the Company
and/or its parent issued within the past 2 years.

Response: Columbia Gas of Pennsylvania, Inc.

Columbia Gas of Pennsylvania, Inc. (Company) is a wholly or.rned subsidiary of
NiSource Gas Distribution, Inc. (NGD), which is a subsidiary of NiSource Inc.
(Parent). There are no securities analysts reports that relate to the Company or
NGD that are separate from such reports relating to the Parent.

Response: NiSource Inc.

Security analysts' reports issued within the past 2 years are attached in
Attachment A - Attachment L.

Barclays lQ- 2014
BMO 10- 2014
Credit Suisse 1Q- 2014
Hilliard lQ-20'14
Jeffries 1Q- 2014- Precall
KeyBanc 1Q- 201 4- Precall
Morgan Stanley 1Q- 2014
Morningstar 1Q-2014
Jeffries Report Initiating Coverage 2Q- 2014
Credit Suisse- 041221201 4

inostar- 0312112014
BMO 2Q- 2014
citi 2Q- 2014
Credit Suisse 2Q- 2014
Hilliard 2Q- 2014
Jeffties 2Q- 2014- Precall
KeyBanc 2Q- 2014- Precall
Morgan Stanley 2Q- 20'14

BMO 3Q- 2014
Credit Suisse 3Q- 2014- Precall
Credit Suisse 3Q- 2014
Hilliard 3Q- 2014
Jeffries 3Q- 2014- Precall
KeyBanc 3Q- 2014- Precall
Morgan Stanley 3Q-2014
MorningStar 3Q- 2014
Wolfe 3Q- 2014



Question No. GAS-ROR-oro
Respondent: P.R. Moul

Page z of3

Columbia Gas of Pennsylvania, Inc.
Standard Data Request

Rate of Return

D Post 2014 Investor Day Barclays- Suspending Rating
BMO- Post lnvestor Day
BMO- Pre Investor Day
Credit Suisse- Post Investor Day
Hilliard- Post Investor Day
Jeffries- Pre Investor Day
KeyBanc- Post Investor Day
KeyBanc- Pre Investor Day
Morgan Stanley- Post Investor Day
Morgan Stanley- Pre Investor Day
MorningStar
Wolfe- Post lnvestor Dav

E Msc BMO- Post 2014 AGA
Jefferies- TargeUEstimate Change
KeyBanc- Quick Alert: 02-13-2014
KeyBanc- Quick Alert: 08-12-2014
MorningStar- MLP Optimism
US Capital Advisors- Analvst Meetinq

2015 F BMO 1Q -2015
Jeffries 1O - 2015- Precall
JP Morgan 1Q -2015 - Postcall
KeyBanc 1Q - 2015 - Precall
Morningstar 1Q - 2015
Wolfe 1Q -2015 Postcall

G 2Q Barclays 2Q - 2015
citi 2Q - 2015
Credit Suisse 2Q - 2015
Hilliard 20-2015
Jeffries 2Q - 2015- Precall
KeyBanc 2Q - 2015- Precall
MorningStar 2Q - 2015
UBS 20 _2015
Wolfe Note 2Q-2015
Wolfe Preview 2Q - 2015

H 3Q Barclays 3Q - 2015
Hilliard 30 - 2015
Jeffries 3Q - 2014- Precall
JP Morgan 3Q - 2015 Preview
JP Morgan 3Q - 2015 Model Update
KeyBanc 3Q - 2015- Precall
MorningStar 3Q - 2015
UBS 3Q _2015
UBS 3Q -2015 Preview
Wolfe 3Q - 2015

4Q Jefferies 4Q - 20'15



Question No. GAS-ROR-oro
Respondent: P.R. Moul

Page 3 of3

Columbia Gas of Pennsylvania, Inc.
Standard Data Request

Rate of Refurn

J Separation Argus - Post Separation
Barclays - Post Separation
Credit Suisse - Separation Update
Credit Suisse - Post Separation
Edward Jones - Post Separation
Jefferies - Nl and CPPL Model Updates
Jefferies - Post Separation
JP Morgan - Post Separation
JP Morgan - Post Separation
Keybanc - Separation Update
Keybanc - Note
Keybanc - Post Separation
Keybanc - Post AGA 2015
Morningstar - Separation Update
Morningstarl - Post Separation
Morningstar2 - Post Separation
Morningstar - Post AGA 2015
UBS - Separation Update
UBS - Nl Initiation
UBS - Post Separation
US Capital- Post Separation
US Capital- Post Separation
USCA
USCA Note
Wolfe
Wolfe - Separation Update
Wolfe - Separation Update
Wolfe - Note
Wolfe - Note on Dividends
Wolfe - Post AGA 2015

K Settlement Barclays TDISC Settlement Approval Note

L Misc Bloomberg 3Q - 2015 Note
Citi 2Q - 2015 Note on Dividends
Credit Suisse 1Q - 2015 Updated EPS
Morningstar 4Q - 2015 YE Note
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w BAKCT.AYS

NiSource, Inc.

Outlining Midstream Crowth
Fotential; Raising PT to $38

Solid 1Q beat; raising PT to $38: Nl repofted 1Q adjusted EPS of $0.82 excluding a

positive weather impact, and ahead of our and consensus estimates of $0.80 and $0.79,
respectively. Compared to I Ql 3 EPS of $0.69, y/y earnings increased as a result of gas

utility rider and rate increases in Ohio and Pennsylvania, environmental rate trackers,

and gathering & processing projects placed in service after 1 Q last year. We raise our PT

from $36 to $38 due to sector multiple expansion, and raise our 201412015 EPS

estimates from $1.66l$1 .83 to $1.70l$1.84.

We estimate -$190M EBITDA for Rayne/Leach; $180M for WB Express: We discuss

our estimates based on parameters provided in the open seasons further in the note. Nl

stated the company is finalizing precedent agreements for the Rayne and Leach Express

projects, with an update in 3Q. Additionally, Nl announced it had completed an open

season for WB Express, which would move Appalachian shale gas both east and west
along Columbia 6as Transmission's WB line. The company believes WB Express is likely

to move forward based on the non-binding open season, and it is expected to be in
service by the end of 20'18.

NIPSCO 7-Year Gas Infrastructure Program approved: Earlier this afternoon, the
Indiana Utility Regulatory Commission approved NIPSCO Gas' 7-yeat gas infrastructure
program, largely in its original form. The program, which is similar to the electric

infrastructure proqram approved in February, allows NIPSCO Gas to invest $713M of
capital over a 7-year period with semi-annual rate increases for recovery of investment.

MLP announcement likely in September: Nl suggested that an Analyst Day could be

held in 3Q to announce the decision on an MLP. We believe the MLP would allow Nl to
raise its 5-7% EPS groMh guidance, which we believe is conservative given the MLP's

cheaper cost of capital coupled with rate base growth in excess of l0%.

Nl: Quarterly and Annual EPS (UsD)

Equity Research

Power & Utilities I North America Utilities

30 April 2014

raised 6% from USD 35.00

Ptice (29-Apt-2014) USD 36.29

Potential Upside/Downside +5o/o

Tickers Nl

Stock Rating

Industry View

Price Target

Market Cap (USD mn)

Shares Outstanding (mn)

Free Float (o/o)

52 Wk Avg Daily Volume (mn)

Dividend Yield (o/o)

Return on Equity TTM (%)

Current BVPS (USD)

Souraer Thomton Reulers

Price Performance

52 Week range

Llnk Io Botaloys Livefor inleroctive choiling

OVERWEICHi

Unchanged

NEUTRAL

Unchanged

u5t) 38.00

11423

314.76

99.54

2.0

2.8

8.58

18.77

Exchange-NYSE

usD 36.82-27.11

36

2e

2t

N/A N/A 0.87E 190/o

N/A N/A 0.26E N/A

N/A N/A 0.1 IE N/A

N/A N/A 0.53E N/A

L83E 1.84E 1 79E 8%

19.7

N/A

N/A

N/A

N/A

8%

North America Lhilities

Daniel Ford, CFA

1.212.526.0836

da niel.x.ford@barclays.com

BCl, New York

William Zhang

1.212.526.6203

william.zhang@barclays.com

BCl, New York

Q1 O 694 N/A

Q2 0.23A N/A

Q3 0.18A N/A

Q4 0.474 N/A

Year '1.584 
1 65E

PlE 23.O

Source: Barclays Research

0.82A 0.79E

N/A 0.25E

N/A 0.r5E

N/A 0.51 E

1.70E 1 .67E

21.3

Consensus numbers are from Thomson Reuters

Barclays Capital Inc. and,/or one of its affiliates does and seeks to do business with companies
covered in its research reports. As a result, investors should be aware that the firm may have a

conflict of interest that could affect the obiectivity ofthis report

Investors should consider this report as only a single factor in making their investment decision.

PLEASE sEE ANALYST CERTIFICATION(5) AND IMPORTANT DISCLOSURES BECINNING ON PA6E 4.
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Ni5ource,lnc (Nl)

Income statement ($mn)

Revenue

EBITDA (adj)

EBIT (adj)

Pre-tax income (adj)

Net income (adj)

EPS (adj) ($)

Diluted shares (mn)
DPS (S)

Margin and retum data

EBITDA (adj) margin (%)

EBIT (adi) margin (o/o)

Pre-tax (adi) margin (%)

Net (adj) margin (%)

Rorc (%)

RoA (%)

RoE (%)

Balance sheet and cash flow ($mn)

Net PP&E

Total net assets

Capital employed
Shareholders' equity
Net debt/(funds)
Cash flow from operations
Capital expenditure
Free cash flow
Pre-dividend FCF

Valuation and leverage metrics

P/E (adj) (x)

EV/EBlrDA (adi) (x)

EVlEBlr (adj) (x)

P/BV (x)

Dividend yield (%)

Total debt/capital (%)

Net debt/EBITDA (adj) (x)

Selected operating metrics
Payout ratio (%)

Interest cover (x)

Regulated (%)

2013A 2014E

5,657 6,112
1,701 ',r 

,938
1 ,143 1 ,319
753 825
494 535

1 .58 1.70

31 3.6 315.0
1.00 1.08

30.1 31.7
20.2 21.6
13.3 13.5

8.7 88
8.2 85
2.2 2.2

8.3 8.7

14,047 15,897

22,654 24,373
14,022 15,535
5,Aa7 6,133
8,109 9,261
1,437 1,719

-1,880 -2,150
-679 -1,040
-374 -699

230 21.3

11.5 10.7

tt-t l)-o
1.9 1.9

2.8 3.0
58.0 60.5

4.8 4.8

2015E 2016E

6,329 6,s92
2,117 2,343

1,458 1,643

582 676

1.84 2.13

316.4 317.6

1.12 1.16

33.4 35.5

23.0 24.9

14.2 15.8

9.2 10.2

8.6 9.1

2.2 2.5

9.1 100

17,477 r 9,066

26,084 27,515
17,047 18,077

6,41I 6,753
10,402 11,286

1,403 1,729

-2,239 -2,289
-1,026 -935

-671 -558

Price History
Pnor Ii mof,ihs

Hig h

Price Target
l.JeYt 12 months

LJpside

40.00

30.00

Dcvlns i d e

Stock Rating: OVERWEIGHT

CACR Price (29-Apr-2014) USD 35.29
5.2o/o Price Target USD 38.00

11.3ok Why Overweight? We rate Nl as Overweight because

12.87o of the attractive risk/reward profile from Nl's well-
1l1.4yo defined rate base growth strategy which we see as

11 .Oc'/o relatively low-risk. Moreover, we believe additional
'tn 4o/^ value can be captured in Nl's potential for an MLP. We

;;;; see meaningful growth opportunities for midstream,

:' ::: which should drive a high growth dropdown strategy.
\. t "/o

Upside case u5D 40.00
Average

32.7
22.4

14.2

>.2

8.6

2.3

9.0

CAGR

10.7%

6.7"/"

8.8o/"

4.7%
11.7Vo

6.4o/o

N/A
N/A
N/A

Our upside case assumes the Columbia Pipeline
6roup is converted to an MLP with a 3.2olo target
vield.

Downside case usD 30.00
Our downside case assumes Nl does not execute a

midstream MLP, and we instead assign a9,5x2015E
Ebt t uA to zu t )L mrosrream earntnos ln our
valuation.

Upside/ Downside scenarios

Average

63.3 63.4 60.9 54.5 60.5

2 8 2.7 2.6 2.7 2.7

N/A N/A N/A N/A N/A

Average

19.7 17.1 20.3

]0.3 9.7 10.5

14.9 13.8 15.4

].8 1.7 1.8

3.1 3.2 3 0

52.4 62 6 60 9

4.9 4.8 4.8

27.17

POINT@ Quantitative Equity Scores

Value

Quality

Sentiment ffiMI
Low Eil

Source: POINT@. The scores are valid as ofthe date ofthis
report and are independent ofthe fundamental analysts'
views. To view the lalest scores, please go to the equity
company page on Barclays Live

Source: Company data, Barclays Research

Notei FY End Dec

30 April 2014



GAS-ROR-O1O
Aftachment A

3 of 1'14

Barclays I NiSource, Inc.

Midstream Project Esti mates

Below we provide our estimates for the EBITDA potential for Columbia Pipeline Croup's

Rayne/Leach Express and WB Express projects. The estimates are based on rates and

capacity flgures suggested in the respective non-binding open seasons. We assume a 65%

EBITDA margin on the projects.

The WB Express would add capacity along Columbia Gas Transmission's WB line, moving

gas to delivery points both to the east and to the west. Capacity to eastern delivery points,

including Loudoun, VA, the Cover Point Pipeline, and Transco 25, should be around 0.5-1.2

bcf/day. Western delivery points include Broad Run, WV leading to Tennessee Cas Pipeline,

Leach, and TCO Pool, and have a capacity of 0.4-0.8 bcf/day. We assume a midpoint of
these capacity estimates in our analysis below,

F:CURE 1

€olumbia Pipeline Group Midstream Project Estimates

Potential In-Service Date 4Q2017

Rate ($/Dth) $0.4s

Pipeline Capacity (mmcf/day) 1,500

Annual Revenue ($MM) $246

EBITDA Margin 65oh

Incremental EBITDA t16O
Source: Company documents, Barclays Research

4Q 201 7

$0.1 6

800

$47

65%

f30

4Q 201 8

$0.6s

850

$202

650k

$131

4Q 201 8

$0.35

600

s77

65Vo

$50

Valuation
Our new $38 price target is based on a sum of the parts with an MLP scenario. We value the
regulated utility segments using a 17.4x2015 EPS multiple, which is a 1 0% quality premium

to the group average. We assume a 3.6% target yield and $700 million in 2015 EBITDA for
the midstream oDerations.

Our previous $36 price target was also a sum of the parts with an MLP scenario. We had

valued the regulated utility segments using a 15.7x 2015 EPS multiple, which is a l0%
quality premium to the group average. We assumed a 3.9o/o target yield and $700 million in

2015 EBITDA for the midstream ooerations.

30 April 2014
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ANALYST(S) CERTI FICATION (S):

l, Daniel Ford, CFA, hereby certit (1 ) that the views expressed in this research report accurately reflect my personal views about any or all ofthe
subiect securities or issuers referred to in this research report and (2) no part of my compensation was, is or will be directly or indirectly related to
the specific recommendations or views expressed in this research report.

The POINT@ Quantitative Equity Scores (POINT Scores) referenced herein are produced by the flrm's POINT quantitative model and Barclays

hereby certifies that ( 1 ) the views expressed in this research report accurately reflect the firm's POINT Scores model and (2) no part of the flrm's
compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

IMPORTANT DISCLOSURES

Barclays Research is a part of the Corporate and Investment Banking division of Barclays Bank PLC and its afflliates (collectively and each

individually, "Barclays"). For current important disclosures regarding companies that are the subject ofthis research report, please send a written
request to: Barclays Research Compliance, 745 Seventh Avenue, 'l4th Floor, New York, NY 10019 or refer to http://publicresearch.barclays com
or call212-526-1072.

The analysts responsible for preparing this research report have received compensation based

revenues, a portion ofwhich is generated by investment banking activities.

Analysts regularly conduct site visits to view the material operations of covered companies, but
payment or reimbursement by any covered company oftheir travel expenses for such visits.

In order to access Barclays Statement regarding Research Dissemination Policies and Procedures, please refer to
https://live.barcap.com/publiccp/RSR/nyfipubs/disclaimer/disclaimer-research-dissemination.html. In order to access Barclays Research

Conflict Management Policy Statement, please refer to: http://group.barclays.com/corporates-and-institutions/research/research-policy.

The Corporate and Investment Banking division of Barclays produces a variety of research products including, but not limited to, fundamental
analysis, equity-linked analysis, quantitative analysis, and trade ideas. Recommendations contained in one type of research product may differ
from recommendations contained in other types of research products, whether as a result of differing time horizons, methodologies, or
otherwise.

Primary Stocks (Ticker, Date, Price)

Nisource, f nc. (Nl,29-Apr-2014, USD 36.29), Overweight/Neutral, A/C/D/l/K/L/M/O

Disclosure Legend:

A: Barclays Bank PLC and/or an affiliate has been lead manager or co-lead manager ofa publicly disclosed offer ofsecurities ofthe issuer in the
previous l2 months.

B: An employee of Barclays Bank PLC andlor an affiliate is a director of thts tssuer.

C: Barclays Bank PLC and/or an afflliate is a market-maker andlor liquidity provider in equity securities issued by this issuer or one of its affiliates.

D: Barclays Bank PLC andlor an affiliate has received compensation for investment banking services from this issuer in the past '12 months.

E: Barclays Bank PLC and/or an affiliate expects to receive or intends to seek compensation for investment banking services from this issuer
within the next 3 months.

F: Barclays Bank PLC and/or an affiliate beneficially owned 17o or more ofa class ofequity securities ofthe issuer as ofthe end ofthe month prior

to the research report's issuance.

G: One ofthe analysts on the coverage team (or a member ofhis or her household) owns shares ofthe common stock ofthis issuer.

H: This issuer beneficially owns 57o or more of any class of common equity securities of Barclays Bank PLC.

l: Barclays Bank PLC and/or an affiliate has a significantfinancial interest in the securities ofthis issuer.

l: Barclays Bank PLC andlor an affiliate trades regularly in the securities ofthis issuer.

K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation from this issuer within the past I 2 months.

L: This issuer is, or during the past I 2 months has been, an investment banking client of Barclays Bank PLC andlor an affiliate.

M: This issuer is, or during the past 12 months has been, a non-investment banking client (securities related services) of Barclays Bank PLC

andlor an affiliate.

N: This issuer is, or during the past l2 months has been, a non-investment banking client (non-securities related services) of Barclays Bank PLC

andlor an affiliate.

O: Barclays Capital Inc., through Barclays Market Makers, is a Designated Market Maker in this issuer's stocK which is listed on the New York
Stock Exchange. At any given time, its associated Designated Market Maker may have "long" or "short" inventory position in the stock; and iG
associated Designated Market Maker may be on the opposite side oforders executed on the floor ofthe New York Stock Exchange in the stock.

P: A partner, director or officer of Barclays Capital Canada Inc. has, during the preceding 1 2 months, provided services to the subject company for
remuneration, other than normal course investment advisory or trade execution services.

Q: The Corporate and Investment Banking division of Barclays Bank PLC, is a Corporate Broker to this issuer.

R: Barclays Capital Canada Inc. and/or an affiliate has received compensation for investment banking services from this issuer in the past 12
months.

upon various factors including the firm's total

Barclays policy prohibits them from accepting
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IMPORTANT DISCLOSURES CONTIN UED

5: Barclays Capital Canada Inc. is a market-maker in an equity or equity related security issued by this issuer.

Cuide to the Barclays Fundamental Equity Research Rating System:

Our coverage analysts use a relative rating system in which they rate stocks as Overweight, Equal Weight or Underweight (see definitions below)
relative to other companies covered by the analyst or a team of analysts that are deemed to be in the same industry (the "industry coverage
universe").

In addition to the stock rating, we provide industry views which rate the outlook for the industry coverage universe as Positive, Neutral or
Negative (see definitions below). A rating system using terms such as buy, hold and sell ls not the equivalent of our rating system. Investors
should carefully read the entire research report including the definitions ofall ratings and not infer its contents from ratings alone.

Stock Rating

Ovenveight - The stock is expected to outperform the unweighted expected total return ofthe industry coverage universe over a 12-month
investment horizon.

Equal Weight - The stock is expected to perform in line with the unweighted expected total return of the industry coverage universe over a 1 2-
month investment horizon.

Undenrreight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 1 2-month
investment horizon.

Rating Suspended - The rating and target price have been suspended temporarily due to market events that made coverage impracticable or to
comply with applicable regulations and/or firm policies in certain circumstances including where the Corporate and Investment Banking Division
of Barclays is acting in an advisory capacity in a merger or strategic transaction involving the company.

Industry View

Positive - industry coverage universe fundamentals/valuations are improvrng.

Neutral - industry coverage universe fundamentals/valuations are steady, neither improving nor deteriorating.

Negative - industry coverage universe fundamentals/valuations are deteriorating.

Below is the list of companies that constitute the "industry coverage universe':

North America Utilities

Alliant Energy (LNT)

American Water Works (AWK)

CenterPoint Energy Inc. (CNP)

Dominion Resources (D)

Edison International (ElX)

Creat Plains Energy Inc. (GXP)

ITC Holdings (lTC)

Northeast Utilities (NU)

PG&E Corp. (PCG)

Portland General Electric Co. (POR)

Sempra Energy (SRE)

Westar Energy (WR)

Pinnacle West Capital (PNW) PNM Resources (PNM)

Distribution of Ratings:

Barclays Equity Research has 261 8 companies under coverage.

45o/o have been assigned an Ovenrueight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy raling;45o/o ol
companies with this rating are investment banking clients of the Firm.

37o/o have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating;43o/o o1

companies with this rating are investment banking clients of the Firm.

14o/" have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 38% of
companies with this rating are investment banking clients of the Firm.

Guide to the Barclays Research Price Target:

Each analyst has a single price target on the stocks that they cover. The price target represents that analyst's expectation of where the stock will
trade in the next l2 months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analysfs price
target over the same I 2-month period.

Cuide to the POINT@ Quantitative Equity Scores:

The POINT Quantitative Equity Scores (POINT Scores) are based on consensus historical data and are independent ofthe Barclays fundamental

Ameren Corp. (AEE)

Aqua America (WTR)

CMS Energy (CMS)

DTE Energy (DTE)

Emera Inc. (EMA.TO)

Hawaiian Electric Inds (HE)

National Crid Plc (NCC)

OCE Energy Corp. (OGE)

PPL Corporation (PPL)

Southern Co. (SO)

Wisconsin Energy (WEC)

American Electric Power (AEP)

Canadian Utilities Ltd. (CU.TO)

Consolidated Edison (ED)

Duke Energy (DUK)

Fortis Inc. (FTs.TO)

Integrys Energy Group Inc (TEG)

NiSource, lnc. (Nl)

Pepco Holdings (POM)

SCANA Corp. (SCC)

TECO Energy (TE)

Xcel Energy (XEL)
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IMPORTANT DISCLOSURES CONTINUED

analysts'views, Each score is composed of a number of standard industry metrics.

A high/low Value score indicates attractive/unattractive valuation. Measures ofvalue include P/E, EV/EBITDA and Free Cash Flow.

A high/low Quality score indicates flnancial statement strength/weakness. Measures ofquality include ROIC and corporate default probability.

A high/low Sentiment score indicates bullish/bearish market sentiment. Measures of sentiment include price momentum and earnings revisions.

These scores are valid as ofthe date ofthis report. To view the latest scores, which are updated monthly, click here.

For a more detailed description of the underlying methodology for each score, please click here.

Barclays offices involved in the production of equity research:

London

Barclays Bank PLC (Barclays, London)

New York

Barclays Capital Inc. (BCl, New York)

Tokyo

Barclays Securities iapan Limited (BSlL, Tokyo)

5ao rauto

Banco Barclays S.A. (BBSA, S5o Paulo)

Hong Kong

Barclays Bank PLC, Hong Kong branch (Barclays Bank, Hong Kong)

Toronto

Barclays Capital Canada Inc. (BCCI, Toronto)

Johannesburg

Absa Bank Limited (Absa,.lohannesburg)

Mexico City

Barclays Bank Mexico, S.A. (BBMX, Mexico City)

Taiwan

Barclays Capital Securities Taiwan Limited (BCSTW Taiwan)

Seoul

Barclays Capital Securities Limited (BCSL, Seoul)

Mumbai

Barclays Securities (lndia) Private Limited (BSlPL, Mumbai)

Singapore

Barclays Bank PLC, Singapore branch (Barclays Bank, Singapore)
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NiSource, Inc. (Nl)
USD 36.29 (29-Apr-2014)

Stock Rating

OVERWEIGHT
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Industry View

NEUTRAL

Date Closing Price Rating Adjusted Price Target

1 9-Feb-20 1 4

06)an-2014

35.40

32.95

31 .',I4

27.04

35.00

34.00

33.00

32.00

29.00

27.00

26.00

25.0O

2f .00

22.00

21.00

2e

31-Oct-2013 31.52

24-Apt-2013

20-Feb-201 3

03-Dec-2012 24.34 Overweioht

O9)ut2o12 24.41

01-May-2012 25.33

01-Feb-2012 23.45

28-Oct-2011 22.52

26-lul201 1 20.85

Source: Thomson Reuters, Barclays Research

Historical stock prices and price targets may have been adjusted for
stock solits and dividends.

Iil-2011 .br-l0T: Its2O12 J!i-2013 J.20i3 .br-:C14

Cl.srng frice I Targot F,ce a tuting Ciarge

Source lDC, Barclays Research

Link to Borcloys Live for interoctive chorting

A: Barclays Bank PLC and/or an affiliate has been lead manager or co-lead manager of a publicly disclosed offer of securities of Nisource, Inc. in
the orevious l2 months.

C: Barclays Bank PLC and/or an affiliate is a market-maker andlor liquidity provider in equity securities issued by Nisource, Inc. or one of its
affiliates.

D: Barclays Bank PLC andlor an affiliate has received compensation for investment banking services from Nisource, Inc. in the past 12 months.

J: Barclays Bank PLC andlor an affiliate trades regularly in the securities ofNisource, Inc..

K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation from Nisource, Inc. within the past 12
months.

L: NiSource, Inc. is, or during the past 1 2 months has been, an investment banking client of Barclays Bank PLC and/or an affiliaie.

M: NiSource, Inc. is, or during the past 12 months has been, a non-investment banking client (securities related services) of Barclays Bank PLC
and/or an affiliate.

O: Barclays Capital Inc., through Barclays Market Makers, is a Designated Market Maker in Nisource, Inc. stock, which is listed on the New York
Stock Exchange. At any given time, its associated Designated Market Maker may have "long" or "short" inventory position in the stock; and its
associated Designated Market Maker may be on the opposite side oforders executed on the floor ofthe New York Stock Exchange in the stock

Valuation Methodology: Our $38 PT is based on an MLP scenario. We value the regulated utility segments using a group average I 7.4x 201 5 EPS

multiple, which is a 10% quality premium to the group average. Our MLP valuation assumes a3.5o/otargetyield and $700 million in 2015 EBITDA
for the midstream operations.

Risks which May lmpede the Achievement of the Barclays Research Price Target Risks to the outlook include the outcome of regulatory
proceedings, rating agency actions, interest rates, and access to the capital markets.
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DISCI-AIMER

This publication has been prepared by the Corporate and Investment Banking division of Barclays Bank PLC andlor one or more of its affliates (collrtively
and each individually, "Barclays'). ft has been issued by one or more Barclays legal entities within its Corporate and lrvestment Banking division as provided

below lt is provided to our clients for information purposes only, and Barclays makes no orpress or implied wananties, and opressly disclaims all wananties
of merchantability or frtness for a particular purpose or tlse with respect to any data included in this publication. Barclays will not treat unauthorized

recipients ofthis report as its clients. Prices shown are indicative and Barclays is not offering to buy or sell or soliciting offers to buy or sell any financial

instrument.

Without limiting any of the foregoing and to the extent permitted by law in no event shall Barclays, nor any affiliate, nor any of their respective officers,

directors, partners, or employees have any liabilrty for (a) any special, punitive, indirect, or consequential damages; or (b) any lost profits, lost revenue, loss of

anticipated savings or loss of opportunity or other financial loss, even if notified ofthe possibility of such damages, arising from any use ofthis publication or

its contents.

Other than disclosures relating to Barclays, the information contained in this publication has been obtained from sources that Barclays Research believes to
be reliable, but Barclays does not represent or warrant that it is accurate or complete. Barclays is not responsible for, and makes no warranties whatsoever as

to, the content ofany third-parfy web site accessed via a hyperlink in this publication and such information is not incorporated by reference.

Theviews in this publication arethoseofthe autho(s) and are subjectto change, and Barclays has no obligationto update its opinions orthe information in
this publication. The analyst recommendations in thls publication reflect solely and exclusively those of the autho(s), and such opinions were prepared

independently of any other interests, including those of Barclays andlor its affiliates. This publication does not constitute personal investment advice or take

into account the individual flnancial circumstances or objectives ofthe clients who receive it. The securities discussed herein may not be suitable for all

investors. Barclays recommends that investors independently evaluate each issuer, security or instrument discussed herein and consult any independent

advisors they believe necessary. The value ofand income from any investment may fluctuate from day to day as a result ofchanges in relevant economic

markets (including change5 in market liquidity). The information herein is not intended to predict actual results, which may differ substantially fiom those

reflected. Past performance is not necessarily indicative offi;ture resulG-

This material has been issued and approved for distribution in the UK and European Economic Area ("EEA") by Barclays Bank PLC. ft is being made arailable
primarilyto penons who are investment professionals as thatterm is de{ined in Anicle 19 ofthe Financial Services and Markets Act 2000 (Financial

Promotion) Order 2005. lt is directed at, and therefore should only be relied upon by, persons who have professional exp€rience in matters relating to
investments The investments to which it relates are arailable only to such persons and will be entered into only with such persons. Barclays Bank PLC is

authorised by the Prudential Regulatron Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority and is a

member ofthe London Stock Exchange.

The Corporate and Investment Banking diMsion of Barclays underbkes U.S. securities business in the name of its wholly owned subsidiary Barclays Capital

Inc., a FINRA and SIPC member. Barclays Gpital Inc, a U5- registered broker/dealer, is distributing this material in the United States an4 in connection

therewith accepts responsibility for its contents. Any U-S. person Wshing to effect a transaction in any securry discussed herein should do so only by

contacting a representative of Barclays Capital Inc. in the U.S. at 745 Seventh Avenue, New York, New York 1 @1 9.

Non-U.S. persons should contact and execute transactions through a Earclays Bank PLC branch or affiliate in their home jurisdiction unless local regulations
permit otherwise.

Barclays Bank PLC, Paris Branch (registered in France under Paris RCS number 38'l 055 281 ) is regulated by the Autorit6 des march6s financiers and the
Autorit6 de contr6le prudentiel. Registered office 34136 Avenue de Friedland 75008 Paris.

This material is distributed in Canada by Barclays Capital Canada Inc., a registered investment dealer and member of IIROC (www.iiroc ca).

Subject to the conditions of this publication as set out above, the Corporate & Investment Banking Division of Absa Bank Limited, an authorised financial

senr'ices provider (Registration No.: 1985/004794/06. Registered Credit Provider Reg No NCRCPT), ls distributing this material in South Africa. Absa Bank

Limited is regulated by the South African Reserve 8ank. This publication is not, nor is t intended to be, advice as defined andlor contemplated in the (South

African) Financial Advisory and Intermediary Services Act,37 of 2OO2, or any other financial, investmen! trading, tax, legal, accounting, retirement, actuarial

or other professional advice or service whatsower. Any South African person or entity wishing to effect a transaction in any security discussed herein should

do so only by contacting a representative of the Corporate & Investment Banking Djvision of Absa Bank Limited in South Africa, 1 5 Alice Lane, Sandton,
johannesburg, Cauteng 21 96. Absa Bank Limited is a member ofthe Barclays group.

In Japan, foreign exchange research reports are prepared and distributed by Barclays Bank PLC Tokyo Branch. Other research reports are distributed to
institutional investors in Japan by Barclays Securities Japan Limited. Barclays Secunties Japan Limited is a joint-stock company incorporated in Japan with
registered office of 6-10-1 Roppongi, Minato-ku, Tokyo 1 05-51 31, Japan. lt is a subsidiary of Barclays Bank PLC and a registered flnancial instruments firm
regulated bythe Financial Services Agency oflapan. Registered Number: Kanto Zaimukyokucho (kinsho) No. 143.

Barclays Bank PLC, Hong Kong Branch is distributing this material in Hong Kong as an authorised institution regulated by the Hong Kong Monetary

Authority. Registered Officq 4llF, Cheung Kong Center, 2 Queens Road Central, Hong Kong.

Information on securities/instrumenb that tade in Taiwan or written by a Taiwan-based research analyst is distributed by Barclays Capital s€curities
Taiwan Limited to its clients. The material on securities/instruments not taded in Taiwan is not to be construed as'recommendation' in Taiwan. Barclays

Caoital Securities Taiwan Limited does not acceDt orders from clierts to trade in such securities. This material mav not be distributed to the oublic media or
used by the public media withotrt priorwritten consent of Barclays.

This material is distributed in South Korea by Barclays Capital Securities Limited, Seoul Branch.

All equity research material is distributed in India by Barclays Securities (lndia) Private Umited (SEBI Registration No: INB/INF 231292732 (NSE), INB/INF

0l 1292738 (BSE) | Corporate ldentification Numben U671 20MH2006PTCI 61063 | Registered Office 208 | Ceejay House I Dr. Annie Besant Road I Shivsagar
Estate I Worfi I Mumbai - 400 01 8 | India, Phone + 91 2267196363). Other research reports are distributed in India by Barclays Bank PLC, India Branch.

Barclays Bank PLC Frankfurt Branch distributes this material in Germany under the supeMsion of Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin).

This material is distributed in Malaysia by Barclays Capital Markets Malaysia Sdn Bhd.

This material is distribLrted in Brazil by Banco Barclays S.A

This material is distributed in Mexico by Barclays Bank Mexico, S.A.

Barclays Bank PLC in the Dubai International Financial Centre (Registered No. 0050) is regulated by the Dubai Financial Services Authorrty (DFSA). Principal
place of business in the Dubai International Financial Centre: The Cate Village, Building 4, Level 4, PO Box 506504, Dubai, United Arab Emirates. Barclays
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NiSource
(Nr-NYSE)

Stock Rating: Market Perform
Industry Rating: Market Perform

1Q14 Beat on Solid Operations

Event
NI reported lQ14 clean EPS of $0.82, above our consensus-aligned estimate of

$0.79. Operationally, the quarter was solid with electric on target and $0.02

beats in both pipes and LDC. The remainder of the delta was a net penny miss

from corp/other, interest, and taxes. Most notably, discussions continue with
potential customers for the proposed Leach and Rayne pipeline projects that aim

to hansport Marcellus/Utica gas to the Gulf Coast, and we now expect firm

contracts (and project detail) by the next eamings call (July/August). Despite

limited information given competitive negotiations, we estimate Leach and

Rayne to represent -$1.5 billion of combined investment, providing -$2/share
of NPV assuming 50/50 debt/equity and 7.0x EBITDA deployment (analogous

to a l2%o ROE at the pipeline). NI also recently concluded a successful non-

binding open season for WB Express, which would provide over I Bcf/d of
takeaway capacity for Marcellus gas. Although nascent stage for what would be

a 2019 pipeline, we estimate this project could nonetheless be another

-$l billion of invesfrnent potential, and look for more detail by year-end.

Moreover, these three projects-Leacb, Rayne, and WMB Express---+ould in

turn represent significant future eamings and growth potential for a hypothetical

infrastructure MLP, of which a decision on formation is still expected in the 3Q

ofthis year (and which is broadly expected).

lmpact & Analysis
Owing to the lQ beat, we are increasing our 2014 estimate by $0.03 to $1.69.

We now reside at the top-end of the reaffirmed guidance range of $1.61-$1.71,

which we anticipate to increase later this year. Our 2015 estimate is unchanged

at $l .77 , although secularly we think the targeted 5%-7% EPS CAGR has been

largely de-risked.

Price (30-Apr) $36.32
Target Price $36.001

(FY-Dec.)

52-Week High $36 82
52-Week Low $2711

2013A 2014E 2015E

NiAoulce IDc. (NIl
Pdc€r Blgh,Lil,Cloe(Us$)
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LasL OsE Poin! Aprl 28,201{

EPs S1.,14 $1.57
P'E

$1.691 51.77
21.5x 20.5x

CFPS
P/CFPS

$4.31 $4 37

Rev. ($mm) $5,091 $5,657 $6,273 $6,480
Ev ($mm) S14,955 $10,838 $16,838 $16,838
EBfTDA ($mm) $1,615 $1,745 $1,920 $2,037
EVTEBITDA 9.3x 9 6x 8.8x 8.3x

Quarterly EPS Ql Q2 Q3 Q4
20't2A S0.73 $0 23 S0 05 $0.44
20'13A 50.69 $0.23 S0 18 $0,47
2014E $0.82a $0.23 $0 161 $0.481

Dividond 91.00 Yield 2.8Yo
Book Value $18.21 PricelBook 2.0x
Shares O/S (mm) 313.3 Mkt. Cap (mm) $1 1,379
Float O/S (mm) 310.8 Float Cap (mm) $11,289
Wkly Vol (000s) 9,852 wkly I Vol (mm) 5312.8
Net Debt ($mm) $6,740 Next Rep, Date na

S4 451 $4 251
6ZX 5CX

Valuation & Recommendation
We maintain our Market Perform stock rating, although we're raising our price target

to $36, reflecting the $Zshare NPV add from Leach and Rayng which we're now

building in given the very high odds of socuring. We also note anottrer $l/share of

potential from the WB Express, but whose inclusion is premafire at this ealy stage.

Notes: All valus in US$
Major Shareholders:
First Caf f if ean Estimates: NISOURCE INC (US$) 2014E: $1.67;
2015E: S1.79

2014E $1.66 to S1,69 2014E 53.94 to 54 45 Q3/14E S0,15 to $0.16 S34.00 to $36 00
2015E $4 14 to 4E $0 49 to

Please refer to pages 7 to 10 for lmportant Disclosures, including the Analysfs Certification.



BMO Capital Markets

GAS-ROR-o10
Attachment A

12 ot 1'14

NiSource

1Q14 at a Glance

NI reported lQ14 adjusted EPS of $0.82, above our consensus-aligned estimate of $0.79. Primary

deltas to our estimate along with business segment summaries are detailed below:

+$0.02 Pipes. EBIT of $159 million was higher than our $151 million estimate primarily due to a

benefit related to the reformation of leases for the minerals arrangement with Hilcorp, which was

inclusive in the original deal structure but not realized until this quarter. Of note, total throughput

of 589 MMDttr increased l0%yly, mainly due to colder weather increasing natural gas demand.

Included in results was a $l7.5mm gain ($0.04 of EPS) from the reformation/sale of leases to

Hilcorp, which while operational is very lumpy in nature, and is not expected to recur in 1Q15.

+90.02 LDC. Adjusted EBIT of $280 million (net of weather) was higher than our $269 million

estimate primarily due a greater net sales tariff Of note, total volumes of 398 MMDth increased

l0%o yly, mainly due to colder weather.

Electric on target. Adjusted EBIT of $74 million (net of weather) was in line with our estimate.

Of note, total volumes of 4,748 GW hours increased 14% yly, mainly from higher usage by

industrial and wholesale customers.

.$0.01 Corp/Other. Adjusted EBIT of -$4 million (net of loss on asset sale) was lower than our

$l million estimate primarily due to greater operating expenses.

+$0.01 lnterest. Interest expense of $ 109 million was lower than our $ 1 1 2 million.

-$0.01 Taxes. The effective tax rate of 38% was higher than our 35% estimate.

Major Project Update

Leach Express & Rayne Express

With an estimated capacity of I Bcf/d to 1.5 Bcf/d, the proposed Leach Express project aims to

transport Marcellus/Utica gas southward, namely to the Leach and TCO Pool delivery points. We

estimate Leach Express to cost approximately $1.1-$1.2 billion (at the midpoint) due to the size

and scope oftheproject. Specifically, Leach Express would involve looping and new building in

addition to incremental compression.

With an estimated capacity of -0.6 Bcf/d, the proposed Rayne Express project aims to backhaul

the remaining capacity of the Columbia Gulf Pipeline, transporting gas south to the Gulf Coast

from the Leach receipt point. Recognizing it is smaller in size and scope (e.g., additional

compression only) compared to Leach Express, we estimate Rayne Express to cost about

S350-S400 million.

Notably, NI received strong customer interest from its non-binding open seasons for both the

Leach and Rayne pipeline projects, and currently, NI remains in discussion with potential

customers. We note firm contracts, and subsequently more detail, are likely in 3Q14.

Page2.May 1,2014
uMo @ Capital \4arkets
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Exhibit 1: NiSource Valuation
Nisou@ lnc,

SutFfthe-P!d V!lultid An!lyd3

On a combined basis, we estimate Rayne & Leach to represent approximately $1.5 billion of total
investment and over $200 million of annual EBITDA (assuming 7.0x deployment), which
provides -$2/share of NPV.

WB Express

NI recently concluded a successful non-binding open season for its proposed WB Express project,

which would provide over I Bcfld of takeaway capacity for Marcellus gas to access both eastem

and western markets. Although it is still early in the process, this project could be another

-$1 billion of investment given its sizelscope (similar to Leach Express), which suggests over

$l/share of additional upside. We look for more detail by year-end.

Valuallon
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Exhibit 2: NiSource Income Statement
Conolld.!.d Earnlngr

@00SA 2010A 20llA m12A 2013A Ol @. cl3 Oil m1lE 2015E
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CorpoEt€ & Oth*
Tot l EBIT
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Exhibit 3: NiSource Cash Flow Statement

Op€r.tlng Ac'tivlde6
GAAP Net Income from Crnt Ops

DD&A
Defer€d incom€ tax beneit
Defetred Re€nus
Amortization of premium on debt
L6s Gain or Loss on assets
L6s Equity Eamings plus Cash Oistributions
Other non{€sh income items

OCF (pre{o.l(ing capibl)
OCF p€r 6hare

Wdking Capilal:
Accounts and nots re€iEble
InHtory
L6s Change of Price Risk l\4enegom€nt Actiliti6
Accounts payable
Cuslomq deposil, net
Oths assels
Othq Liabiliti6
Chang6 in Working Capital

Dis@ntinu€d Op@tions
Cash Flil FDm Opqatiore

Invertinq Aclivilies
Capital Spsding (to PP&E)
Purchas6 o[€quity inBtmtrts
Acquisitic'ns
P@€ds fom asset sal6
Oths

C6h Ussd in InEting
Ds@ntinued Op*tions

In6ting Cash Flil

Financlng Ac'livilies
Sal€ ofCommon Stock
Sale of Prefered Stock
Sale ofL T. Debt
R€dmption of Comrcn Stock
R€ddption of Pr€ffi Si@k
R€dmption of L I D€bt
Change in Noi6 Payable, LC, ST Mt
Payments to Mimrity Inter6ts
Dividends

Other
C6h FDm (For) Fimncing
Discontinued Op€ralbre

Fimncing C6h Flow

(15)7164(4)
36 112 L39 lJ. l9)

t1,219 $i,192' gr,tel' $1,295 $1,322'
$442 5427 $4.10 54.31 $4.37

26 14

00'1,460 2fi
(3) (21

00
(1,170) (1,071)
(1,061) 1,290

00
(253) (2s6)

00
(1,000) 2't6

00
(1,000) 216

i2 12 l5' sgg'
0000

1,0@ 0 1,000 1,2n
00(10)0
0000

(soot o (soe) (230)
o 2fi 714 Om)
0000

177',t F7l (306) (320)

0000
435 185 933 378

0000
435 185 933 378

Casfi Flow Statement
($ MiflionsExcept Pe. ShaF Data) 20mA 2O1OA 20114 2012A 20134 Ol 02 Q3 Q4 2011€ 2015E

218 292 299 416 532

589 596 538 562 577

378 200 178 305 287
4 l2O) 3 (8) (7)

266 73 50 152 541 569
149 152 154 1U 609 645
'149 30 20 61 260 153

200020
200020

(16)000(16)0
l2l0oo(2)0
119s9119

$56.f $255 $221 $368 $1,47 S1,366

i1.78 $0.8r $0.71 $1.16 $4.45 tA.25

t3 '10 I
(4) (0) 0

109
(4) (18)

2s9 \244) 318 081) 31 (264)
12s ro3 1142) 62 (9) 274

000000
(1s2) 38 055) 57 68 127

2s (251 (5) (44) (71 123)
83 (206) (201) 144 21 l.276)-

u2 {!91 g!) Gq g9 g)
686' (420) (2621 (3oI 55' (167) o

350

0
(741

I
28

I
28

24 384' 4t' 9
0000

B9o 9Bo r,3o8' o
(3) (10) (8) (10)

0000
l2st (332I (51iJ (e)

@l (5s2) (78l 't14

ooo'o
(2so} (273J (306I (7e)

@)9tq9
281 175 445 25qs99
2A1 175 445 25

(2641

274

0

127
(23)

(276].

tll
0 0 (167)

0
0
0

0

0

0

0

0

0
't,366

EE11 10(ESASp)
870 1 276 1 437 394 255 224 368 1 240

(2s5t (92)
1.651 720

(7771 (804) l1,12sl (i,4est (i,Bs0t (386) (53s) (53s) (68e) (2,is0t 1r,ors|
00000000000
00000000000
6r92618'5ooo5o

1os (140) lgl 51 t't4a\ ' @) I I 9. @) S(662) ls44) (1,14s) l't,422) (2,010) (408) (538) (538) (689) (2,172) (1,675)

ssstql.]g999q99(655) (s43) (1,14s) (1,42s1 (1,891) (408) (538) (538) (689) (2,172) (1,675)

CharEs in C6h ($4) ($7) $2 $25 ($9) $11
C6h & Tmp Inv- Beginning of Yr. $t21 $16 $9 512 Eq P7.
Cadr &T€mp. Inv. End ofYr. $16 59 $12 $37 $27 $38

Source: BMO Capital Markets estimates, company data.

$5 5121 ($136) $t $6s

$3q !43 CL04 sn s?9
$43 $164 $28 $28 S98

Page5.Mayl,2014 BN,IO O Capital Malkets



BMO Capital Markets

GAS-ROR-o10
Attachment A

16 oI 114

NiSource

Exhibit 4: NiSource Balance Sheet
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Total Ass€ts

Liabiliti€s & Equltv:
Short Term Debt

Accounts Payabls
ST Liabiliti€ Pdce Rlsk Managm€nt
R€ulatory Liatiliti6
Oths
Total Curent Uab
Lmg Tdm D€bt
LT Liabilid6 P.ic€ Risk M.n6gmot
A@mlat€d DoffiTde
R€gr.{abry Liabiliti6
Oths Liatiliti6
Total Liabilitbs
Prefen€d Equity/SeuritiB of CoFolldat€d Subsadiarie
Common Equity
Other
Total Liab & Equity

w 1,12'1 951 1,'114 1,',105 1,471 1,471 1,47'1 1,47'1 1,471 1,471
(40) (41) (31) (24t (241 (35) (35) (35) (35) (36) (35)

00000000000
40 136 21 45 46 114 114 114 114 114 114

385 428 566 496 500 226 226 226 226 220 226
173 160 137 92 23 '14 14 't4 't4 14 14

235 152 170 163 143 159 159 159 159 159 159

387 283 262 M 331 231 231 231 231 231 231
2,224 2,449 2,24 z52 2,159 2,2{ 2,2$ 2,357 2,220 2,220 2,m
19,038 19,5S0 20,1m 21,92 23,622 24,016 24,59 25.091 25,7n 25,780 27,46
(8.3s1) 19.4991 l9@) (8.s66) (9.2s7) l$q lgElq (s,m4) (9.818) lg91g C9@)
10,6&4 11,097 1'1,800 12,916 14,36s 14,658 15,0,13 15.427 1s,962 15,962 16,992

M 34S 356 438 578 610 610 6'10 610 610 610

1,U4 1,650 1,978 2,V.4 1,522 1,495 1,495 1,495 1,495 1,49s 1,495
3,677 3,6n 3,677 3,677 3.666 3,666 3,666 3,666 3,666 3,666 3,666
340 309 298 287 276 273 273 273 273 273 273
53 168 162 94 87 85 175 175 175 175 175

19,134 19,939 20,708 21,U5 22,69 23,017 23,498 24,003 24,401 24,401 25,501

800 1,417 '1,687 1,2U 1,240 1,343 1,693 1,693 1,943 't,943 1,243
fi2 *2 435 539 805 793 793 793 7S3 793 793

29 24 r89 s6 1000000

190 171 168 95 1 000000

170 1V. 139 m 0 000000

44 93 112 172 60 79 79 79 79 79 79

1.575 1,991 1,215 1.212 r.071 lJ39 1,126 1.126 1.126 lJ39 rc.
3,111 3,649 4646 3,302 3,178 3,341 3,691 3,691 3,941 3,941 3,241
5,988 5,936 6,X7 6.819 7,593 7.639 7.639 8,13S 8,139 8.139 9.130

2.018 2,213 2,5t1 2,95:! 3,2f9 3,412 3,442 3,462 3,523 3,523 3,676
1,i59 1,596 '1,66,1 1.593 1,670 1.678 1,678 1,678 1,678 1,670 '1.678

1.572 1.40e 1.421 1.603 1.048 1.026 ',1.026 1.026 1,426 1,026 1,026
14,419 15,016 15,711 16.2s) 16,767 17,095 17,175 17,995 18.306 18,306 18,750

00000000000
4,717 4,923 4,997 s,554 5,887 8,012 6,023 6,008 6,095 6,095 6,742

00000000000
19,'134 19,939 20,708 21,U5 22,6s3 23,107 23,498 24,003 24,401 24,401 25,501

Source: BMO Capital Markets estimates, company data.
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1.3 1.0 I
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1.5 0.9 7'1.1 0.6 7
0.9 0.4 6
1.0 0.8 7't.3 0.9 71.4't.2 I't.9 't.4 I
3.5 0.4
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FYE Pilout Bv(D*.) ah USt

1992 62 7.91993 62 8.31994 63 8.71995 62 9.01996 63 9.21997 63 10.2'1998 U 9.81999 71 10,92000 57 16.6200't 89 16,82002 58 20.',12003 58 16,82004 57 '17,7
2005 65 18.12006 u 18.32007 67 18.52008 72 1722009 87 17.6
2010 75 17.720'11 69 17.92012 67 '18.8
2013 64 17.5

Range':

Curent' 64 18.2

GroMh(%):
5 Yeai: 1.1

10 Year: 0.8zlYeac 4.0

'Curen* Valuati vat.* Range €d above.
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IMPORTANT DISCLOSURES

Analyst's Certifi cation
I, Carl Kirst, CFA, hereby certiff that the views expressed in this report accurately reflect my personal views about the subject securities or issuers. I
also certi$ that no part ofmy cornpensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this
report.

Analysts who prepared this report are compensated based upon (arnong other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating

new ideas and in courmunication ofideas to clients, perfonnance ofrecommendations, accruacy ofeamings estimates, and serviceto clients.

Analysts errployed by BMO Nesbitt Bums Inc. and./or BMO Capital Markets Ltd. are not registered as research analysts with FINRA. These analysts

may not be associated persons of BMO Capital Markets Corp. and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472
restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account.

Company Speci{ic Disclosure
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment bankine
services within the past l2 months.
Disclosure 6: This issuer is a client (or was a client) of BMO Nesbitt Bums Inc., BMO Capital Markets Corp., BMO CM Ltd. or an

affiliate within the past 12 months: Non-Securities Related Services
Disclosure 9: BMO Capital Markets makes a market in this security,

Methodology and Risks to Price TargeUValuation
Methodolory: Our target price for NI is based on a sum-of-the parts valuation. We individually value each one of NI's business segments using a target
EV/EBITDA rnultiple approach. Our target multiple for each segment is derived from analyzing historical multiple trading ranges, peer multiples, and

adjusting for any expectation of future changes in investor sentiment, which would lead to multiple expansion/contraction. We next add together tbe

segment valuations to reach an operating anterprise value, which is then adjusted for net debt, off-balance sheet items, operating leases, pension costs,

and any other non-operating obligations. After adjustments, we then have our net equity value, which is divided by firlly diluted shares outstanding to
arrive at our target price.
Risks: fusks to our l2-month price target for NI include: l) Conservation - conservation and bad debt expense from high cornrnodity prices could
irnpact eamings more than the base level we have accourted for; 2) Weather; 3) lnterest rates; 4) Regulatory risk - rulings counter to assurnptions and

guidance could negatively impact our valuations going forward.

Distribution of Ratings (March 31, 2014)

Rating
Cateqorv BMO Ratins

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe***+

BMOCM
lB clients+rari

Stannine
Universe

Buv Outperform 42.0yo 21.5% 60.7% 40 8o/o 53.6Yo 53.6%
Hold Market Perfonn 52.8% 10.8% 38.204 52.8% 43.8o/o 40.8o/o

Sell Underperform 5.2o/o 3.2% l.lYo 6 3o/o 2.7o/o 5.6%
* Reflects rating disribution of all cornpanies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating disuibution of all companies from which BMO Capital Markets Corp. has received componation for lnvestrnent Banking services as

percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received cornpensation for lnvestment Banking

services as percentage of Investrnent Banking clients.
** * * Reflects rating distribution of all cornpanies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies frorn which BMO Capital Markets has received compensation for Investment Banking services as

percentage of Investment Banking clients.

Rating and Sector Key (as of April 5, 2013):
We use the following ratings system defmitions:
OP: Outperform - Forecast to outperform the analyst's coverage universe on a total retum basis
Mkt = Market Perform - Forecast to perform roughly in line with the analyst's coverage universe on a total rehrm basis

Und = Underperforrn - Forecast to underperfonn the analyst's coverage universe on a total retum basis on a total retum basrs

(S) = speculative investment;
NR = No rating at this tilne;
R = Resticted Dissemination of research is currentlv restricted.
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BMO Capital Markets' seven Top l5 lists guide investon to our best ideas according to different objectives (CDN large Cap, CDN Small Cap, US
Large Cap, US Srnall cap, Incorne, CDN Quant, and US Quant have replaced the Top Pick rating).

Prior BMO Capital Markets Ratings System (January 4, 2010-April 4,2013):

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to

or write to Editorial Department, BMO Capital Markets, 3

Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital Markets, I Fint Canadian Place, Toronto, Ontario, M5X lH3.

Dissemination of Research
BMO Capital Markets Equity Research is available via our website htbs://research-

. Institutional clients rnay also receive oru
research via Thomson Reuters, Bloomberg, Factset, and Capital IQ. Research reporls and other cornmentary are required to be simultaneously
disseminated internally and extemally to our clients.

General Disclaimer
BMO Capital Markets" is a uade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Bums Inc., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Bums Inc.,
BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Monteal or its subsidiaries ("BMO Financial Group") has lending
arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The opinions, estimates and projections
contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change without notice. BMO Capital Markets
endeavours to ensure that the contents have been cornpiled or derived from sources that we believe are reliable and contain infonnation and opinions
that are accurate and complete. However, BMO Capital Markets rrakes no representation or warranty, express or irnplied, in respect thereof, takes no
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, tlls
report or its contents. Infonnation rnay be available to BMO Capital Markerc or its affiliates that is not reflected in this report. The informafion in this
report is not intended to be used as the primary basis of invesunent decisions, and because of individual client objectives, should not be construed as

advice designed to meet the particular investment needs ofany investor. This material is for information purposes only and is not an offer to sell or the
solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy frorn or sell to customers the securities of issuers mentioned
in this report on a principal basis. BMO Capiial Markets or its affiliates, officers, directors or employees have a long or short position in many of the
securities discussed herein, related securities or in options, futwes or other derivative instruments based thereon. The reader should assume that BMO
Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell
securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Bums Inc. fumishes this report to Canadian residents and accepts responsibility for the contents herein subject to
tlre terms set out above. Any Canadian person wishing to effect transactions in any ofthe securities included in this repoft should do so through BMO
Nesbitt Bums Inc.
The following applies ifthis research was prepared in whole or in part by Andrew Breicllnanas, Iain Reid, Tony Robson, David Round, Edward Sterck
or Brendan Wam: This research is not prepared subject to Canadian disclosure requirements. This research is prepared by BMO Capital Markets
Limited and subject to the regulations of the Financial Conduct Authority (FCA) in the United Kingdom. FCA regulations require that a frm providing
research disclose its ownership interest in the issuer that is the subject ofthe research ifit and its affrliates own 5% or more ofthe equity ofthe issuer.
Canadian regulations require that a firm providing research disclose its ownership interest in the issuer that is the subject ofthe research ifit and its
affiliates own lYo or more of lhe equity of the issuer that is the subject of the research. Therefore BMO Capital Markets Limited will only disclose its
and its affiliates ownership interest in the subject issuer ifsuch ownership exceeds 5% ofthe equity ofthe issuer.
To U.S. Residents: BMO Capital Markets Corp. furnishes this report to U.S. residents and accepts responsibility for the contents herein, except to the
extent that it refers to securities ofBank ofMontreal. Any U.S. person wishing to effect tansactions in any security discussed herein should do so
through BMO Capital Markets Corp.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Conduct Authority. The contents hereof are interded solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investnents falling within Article l9(5) ofthe Financial Services and Markets Act 2000 (Financial Prornotion) Order
2005 (the *Order') or (II) high net worth entities falling within Aticle 49(2)(a) to (d) ofthe Order (all such persons together referred to as "relevant
persons"). The contents hereofare not intended for the use ofand may not be issued or passed on to, retail clients-

Unauthorized reproduction, distibution, tansmission or publication without the prior written consent of BMO Capital Markets is strictly prohibited.

Click here for data vendor disclosures when referenced within a BMO Capital Markets research document.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial seMces provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Monteal and BMO Nesbitt Bums. In the United States, personal and
commercial banking clients are se^€d by BMO Hanis Bank N.A (Member FDIC). Investrnent and corporate banking seMces are provided in Canada and the US

through BMO Capital N,larkets.

BMO Capital Markets is a hade name used by BMO Financial Goup for the wholesale banking businesses of Bank of Montreal, BMO Hanis Bank N.A (Member

FDIC), B[,lO lreland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capilal Markets Corp. (Member SIPC) and
BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO Nesbitt Bums Inc. (Member Canadian lnvestor Protection Fund) in Canada, Europe and Asia,
BMO Caoital Markets Limited in Europe and Australia, and BMO Advisors Privab Limited in India.

Nesbitt Bums" is a register€d trademark of BMO Nesbift Bums Corporation Limited, used under license.'BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar rcundel symbol)" is a registered trademark of Bank of Montreal, used under license.

@ Registered trademark of Bank of Montreal in the United States, Canada and elsewhee.
TM Trademark Bank of Montreal

OCOP}'RIGHT 2014 BMO CAPITAL MARKETS CORP

Amember of BMO @ Financial Group

Page 10 o May 1,2014
RMo O Capital Markets



NEUTRAL'
JO.JZ

36.32 -27.62
11.432 03
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Americas/United States

Equity Research
Natural Gas

NiSource Inc. ,*,,

Weather-induced Beat; TP Up by $t, to $40;
MLP Info a 3Q Event; Maintain Neutral
I Raising Our Estimates above Guidance on the Beat: Management

reaffirmed its $1.61-1 .71 EPS guidance lor 2014. We expecl 2014 EPS of
$1.72. Nl has put into motion a $2.158 capital expenditure plan for 2014 with
a growing inventory of midstream projects.

r Large Cap Ex Inventory Getting Larger: The Rayne and Leach projects
taking gas from North to South have advanced from the "evaluation" stage to
"in development" stage and we believe is close to the "in execution stage".
Nl also added the WB express project to the "in evaluation". We figure
another 10%+ will be added to the already sizable $25B+ inventory of
growth projects over the next decade.

r 1Q14 Results Beat: Nl reported 1Q14 EPU of $0.82 and segment EBITDA
of $658 million, ahead of our $0.79 and $643million estimate. Gas
Distribution segment performed better than expectations as a result of higher
volumes due to 19% cooler weather than normal. Dividend of $0.25lshare
was in line with our estimate.

r Valuation-Raising by $1, to $40, Maintain Neutral: Our $40 TP is based
on 18-21x 2015E EPS on the electric utility business, 10x 2015E EBITDA
multiple on the natural gas utilities segment, and 12.5x EBITDA multiple on
the assets that qualify for MLP treatment ('1 1.5% of the CGP assets) and 1.5
turns lower for the remainder of the CGP assets. Together with NTM
dividend of $1.03, this translates to a total return of approximately 10-20o/o,

supportive of a Neutral rating on the shares.

rffii4ir_;iid1";l"qq1-1-o-r,ltr4r_'_€_:--__--__-_-____::::::- -_____-__:_-_----_-_- 
_Year 12113A 12114E 12l1sE 12116E-ePSlOS 

a
Prev. EPS (US$) 1.68 1 78 '1.87
P/E (x)
PIE rcl (ok)
Revenue (USg m)
EBITDA (US$ m)
ocFPS (US$)
P/OCF (x)
EViEBITDA (current)
Net debt (US$ m)
RO|C (%)

232
135 1

5,657 3
1,720 7

458
72

1 1.8
8,807

507

21 1

132 8
0.o tJ z
1,921 3

4.23
8.6

10.5
9,831
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197
137 I
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412
8.8
8.6

10,795
568

5.03
72
a4

10,'t62
557

2013A
2014E
2015E

069 023 018 047
0.82 0.24 0.12 0_52
090 025 0t0 060

Number of shares (m)
Bv/share (Next atr., US$)
Net debt (Next Qtr., US$ m)
Net debtftot cap (Next Qtr., o/o)

31476 lC (cunent, US$ m)
19 4 EV/IC (x)

8,943.5 Dividend (curent, US$)
148.8 Dividend yield (%)

14,693 80
14
1.0

u_ov

cnrorr surssts

Rating
Price (30 Apr 14, US$)

52-week price range
Market cap (USg m)

Target price (US$) (from 39.00) 40.00'

Enterprise value (US$ m) ...... ...?1,262.51
'Slek htings qe relaliw lo lhe @vehge uniwrce in eeh
ilalyd's or each leil's respocfive sclq,
lTdget p{ice is tq 12 monlhs.

Research AnaltEts

John Edwards, CFA
713 890 1594

john edwards@credilsuisse com

Bhavesh Lodaya
2123252337

bhavesh lodaya@credit-suisse com

Abhiram Rajendran
212 538 9038

abhiram rajendran@credit-suisse com

_Shgrep_I'_9_,e__p_ejg!relge_

Jul-13 ocl-13 Jan'14

A1 04/30/11 lho S&P 5(n NDE( cb&d el 1883.95

Quarterly EPS al Q2 Q3 tQ4

31 r

27.

Oait As 30, 201 3 - Apr 30, 20 1 4. 480/1 3 = US$$ 73

-Pn€ - 

lndexd S&P500 INDEX

DISCLOSURE APPENDIX AT THE BACK OF THIS REPORT CONTAINS IMPORTANT DISCLOSURES, ANALYST
CERTIFICATIONS, AND THE STATUS OF NON-US ANALYSTS. US Disclosure: Credit Suisse does and seeks to do
business-with companies coveled in its research reports. As a result, investors should be aware that the Firm may have a
conflid of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in
making their investment decision.
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Company Description
Nl is a diversified energy company that operates in three segments including natural gas
dishibution, gas transmission and storage, and electric operations. Rate regulated

operations account for the majority of Nl's operating earnings. Nl's gas distribution
operations serve 3.4 million customers across seven states. Nl's gas transmission and

storage operations comprise 15,000 miles of pipe and 642 billion cubic feet of storage
capacity. The electric operations consist of its Northern Indiana utility, Northern Indiana

Public Service Company (NIPSCO), which serves approximately 460,000 customers in 20

counties.

Investment Thesis
Nl offers an attractive dividend yield coupled with visible earnings growth driven by
infrastructure investments across its diverse portfolio of mostly regulated businesses. In

recent years, Nl has shed non-core assets, substantially de-risked earnings at its gas

utilities, and has begun to leverage its attractive natural gas pipeline footprint in the
Marcellus Shale with the potential for Marcellus-like growth in the Utica Shale in Ohio
where Nl also holds substantial acreage.

Nl also has an inventory of project opportunities:

. Over $10 billion in its regulated Gas Distribution segment,

. $4.2-$6.4 billion of electric operations infrastructure,

. $8-$10.5 billion in its Columbia Pipeline Group. There is $3-$4B spread across
eight different upgrade and expansion projects as well as a $4-$5B opportunity
for a pipeline modernization program approved by the FERC for cost. lt also is
developing transport of gas from the Marcellus and Utica on Columbia Gas
(1.sBcfd and known as Leach Express), Columbia Gulf (800mmcf/d known as
Rayne), and an EastM/est project for l.Obcf/d known as WB express on
Columbia Gas. The CPG group also has $1-$1 .5B of midstream projects spread
across 6 different opportunities and a couple of production opportunities in the
Utica where it is in a JV to develop 120,000 acres in the Utica.

lmportantly, we believe Nl has the liquidity, balance sheet, and opportunity set in place to
maintain an annual cap ex program of -$2B ($2.158 estimated'1or2014).

Nisource Inc. (Nl)
nlghulen@niserur'.r.3.ccrtrrr f-anJ, Hulen u,5,{01114 015:49:11 1 Ffrd N[sotunce Corporate Senv,ices Go"
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Aciual Estimate Diff. Actual Comments
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Other electric service
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Industrial

Wholesale and other
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Columbia Pipeline Group 0perations
Columbia Transmlssion

Columbia Gulf Mainline

Inkasegment eliminations
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Total Throughput (MMDth)
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568 20 1% 537

896
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345

1,784
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(62)

D
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1Q14 Earnings Update

Segment EBITDA

Gas Distribution

NIPSCO Electric

Gas Transmission & Storage

Other

Total EBITDA (recurring)

Segment EBIT

Gas Distribution

NIPSCO Electric

Gas Transmission & Storage

Other

Source: Company data, Credil Suisse esflmates

Nisource Inc. (Nl)
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Segment Update
Golumbia Pipeline Group (GPG)

r 1Q14 Performance: Operating earnings up 19o/o y/y at $159mm and total throughput
of 589 MMDth was up 10% yly.

r CapEx: Nl expects to spend -$800mm on CPG capital projects in 2014. These
include the 50:50 JV with Harvest pipeline for the Pennant Midstream, LLC NGL
pipeline to come online in 3Q14, Washington County Gathering project, Cameron
Access Project (the LNG facility received DOE export approval in Feb 2014) and other
pipeline upgrade and modernization projects.

r 2.5 Bcf/d of Open Seasons Completed: Nl completed successful open seasons on

the Rayne Xpress and Leach Xpress projects that will together provide 1.5 Bcf/d of
transportation capacity and the WB Xpress project with 1 Bdld of transportation
capacity. Rayne and Leach have advanced from in evaluation to in development and
are close to being in execution. The open season concluded on January l0 and
received very strong interest Tariffs range from $0.35/MMBtu to $0.55/MMBtu
depending on access and exit points on Leach and on Rayne tariffs are running up to
$0.30/MMBtu. $1.0B to $1.58. WB express is a new project from KyMiV to Maryland
and is in the evaluation stage. Nl conducted a non-binding open season with very
encouraging results. We believe this proposed project is likely to advance to the "in-
development" stage.

NIPSCO

1Q14 Performance: Operating earnings up 'l4o/o y/y at $74mm primarily driven by
higher wholesale sales (up 265% y/y) while total heating customers remained flat.

CapEx: ln 2014, Nl expects to spend -$450mm on NIPSCO capital projects, which
include -$400-500mm to be spent on new transmission lines. Over the next decade Nl
plans to invest over $6b on NIPSCO's infrastructure investment programs.

Gas Distribution

r 1Q14 Performance: 19% cooler than normal weather propelled volumes up by 10%
y/y to 398 MMDth, resulting in operating earnings of $280mm, up 20o/o y/y. Gross profit
(net revenue) per customer was up 12%o yly.

r CapEx: ln2O14, Nl expects to spend -$81Smm on gas distribution capital projects,
which includes a $700mm investment on the NIPSCO natural gas system focused on
system modernization and system extensions to rural customers. The modernization
which was part of 58560 in Indiana just received approval.

Nisource Inc. (Nl)
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nGas Distribution flEleetric rPipeline Group r|Corporate

Source: Company data, Credil Suisse estlmales

Additional Golor
r NiSource MLP: Management has stated that its considering an Investor Day in 3Q14

to discuss capital needs and the likely formation of an MLP. We model 1'1.5% of the
Columbia Pipeline assets in the initial MLP with dropdowns over time to provide visible
growth. Our bias for a dropdown model reflects the relatively low equity capital needs
of Nl in 2015 (-$400 mm according to our model) coupled with the low{ax basis
associated with the assets.

I Liquidity: Nl had a net available liquidity from its revolving credit facility and stand-by
letters of credit of -$1 .7B at the end of 1Q14.

Exhibit 2: N! 2014

2014

Nisource Inc. (Nl)
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Estimate Changes
We raised our estimate tor 2014 by $0.04/share on the beat, to an aboveguidance
estimate of $1.72lshare vs. $1 .61-$1 .71lshare guidance. Our overall outlook is moving

higher to a 7-9% growth rate, -200bp above the current guidance of 5-7o/o. We have held

our dividend estimate in 2014 at $1 .O3/share but raised our dividend growth rate by -125-
150, to approximately 5-5,5% for the 201 5-201 7 time frame.

Exhibit 3: NiSource 201+ 2016 Estimate Chanqes
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Valuation
r We are raising our target price by $1 to $40. Our sum of the parts analysis reflects

what we think will be an initial '11 5o/o of the Columbia Pioeline assets in an MLP
spinoff. We expect the MLP option to be announced in mid-2014 with a 6-9 month
timeframe for completion of the spin-off.

r Our $40 TP is based on a 18-21x 2015E EPS on the electric utility business, a 10x
2015E EBITDA multiple on the natural gas utilities segment, a 12.5x NTM EBITDA
multiple on the assets that qualify for MLP treatment (which we model as -11.5o/o of
the Columbia Pipeline assets), and 1.5 turns lower for the remainder of the Columbia
Pipeline assets - based on our valuation of a generic MLP with lDRs vs. similar assets
within a C-Corp.

r Together with NTM dividend of $1.03, our target price translates to a total return of
approximately 'lO-2oo/o with a mid-pointof -15o/o, in line with our median total return for
midstream MLPs.

f;xhibit 4: NiSource Sum of the Parts Valuation
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Risks
The main risk is that with Nl's valuation continuing to rise in expectation of it forming an
MLP, if it chooses to not carry out this option, there could be considerable downside to the
cunent valuation and as such the shares could underperform.

We view the business model for Nl as lower risk than MLPs that comprise the bulk of our
coverage universe. Most of its growth capital projects are for replacement of existing
infrastruclure and which has the added security of having enabling legislation and or
enabling regulatory settlements in a number of its service areas to help assure cost
recovery in rates, lt reached a customer modernization settlement with the FERC for an
initial 5 years and $1.5B in investment for its Columbia Pipeline group. Legislation in

support of electric infrastructure modernization in Indiana has been enacted. New
legislation in Virginia and Maryland is also supportive of infrastructure investment for
natural gas distribution systems and Nl also reached a settlement with the Pennsylvania
PUC regarding a rate increase and the use of a forward test year for its natural gas
distribution system there.

Commodity price risk is very low and under the current regulatory regime is recovered in

utility rates.

The main risk in our view is valuation - as explained above Nl and for that matter its peers

have reached extended valuation levels when considered from a historical P/E
perspeclive. However, given very low income from bonds, income oriented investors have

been increasingly taken to low risk utility business models as a yield alternative.
Consequently Nl's shares are up -9% YTD with no meaningful change in earnings
outfook. The shares yield 2.8Vo and the company is guiding to 3-5% dividend growth. The
Federal Reserve has indicated intention to provide monetary policy support through 2015
in the form of continuing aggressive purchases of US government issues but is moderating
these purchases over the coming year. Thus, a key risk as far as valuation is concerned
is mean reversion and/or a change in Federal Reserve policy brought on by political or
other external events that are not in the current forecast.

NlSourco Inc, (Nl)
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M HILLIARD LYONS

COMPANY UPDATE / ESTIMATE CHANGE

3+ro. Averaqe Dailv Volume 2.024,0n
lnstitutional Ownershio 81 .0%

Debt/Tolal Caoital (1 231) 60.0%

ROE (ttrn) 8.5%

Book Vatudshare $18.42
Pdce/Book Value 1 .9x

Year $158 S1.67 $1 .70 $1 .82
23.0x 21.4x

Payout 63% 59% 55%

Note: Fbures erclude non+ecurring items

Revenue ($mm)
Prior Curr. Prior Grrr.

2013 m1lE m1E 2015E 201sE

Year $5,659 $6,7s0

Company Description: Based in Merrillville, Ind.,
NiSource Inc. is a Fortune 500 company engaged in
natural gas transmission, storage and distribution, as well
as electric generation, transmission and distribution.
NiSource operating companies deliver energt to 3.7
million customers located within the high-demand energt
corridor stretching from the Gulf Coast through the
Midwest to New England. Generation sources: Coal 77o%,

Natural Gas 2204, Hydro 1o%.
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Analyst: David Burks

502.588.8648 / DBurks@hilliard.com
Institutional Sales Desk: Tim Rexing*' 

"i,:B:"l, Iff :fi:P il["# n3
May 1,2O14

NiSource lnc.
Nl -- NYSE - Neutral - 2

Company reports higher first quarter earnings and
reaffirms 2014 earnings guidance

Investment Highlights

NiSource reported first quarter net operating
earnings of $0.82 per share versus $0.69 per share
earned in the first quarter of 2013 and slightly
above expectations. All of the company's segments,
including Columbia pipeline, electric operations and
gas distribution operations posted positive earnings
comparisons in the first quarter. Pipeline operations
revenues rose due to higher demand as well as

increased commodity margin revenue from growth
projects. Electric operations results were helped by an

increase in off-system sales, higher environmental
investment cost recovery and increased industrial sales.

NI's gas business was boosted by both higher rates and
increased residential and commercial usage.

Management reaffirmed 2014 earnings guidance of
$1.61 to $1.71 per share. The outlook is expected to
be driven by a record $2.2 billion in capital investments
this year. We are raising our 2014 EPS estimate to
$1.70. NI also reaffirmed its goal of generating 5% to
7Yo long-term amual earnings growth. In addition, NI
expects to grow its dividend by 3Y"to 5% annually.

The company continues to explore the possibility of
a master limited partnership (IvtLP) for its gas

transmission and midstream assets. Management
said that an announcement could come in September.

Our rating on NiSource is Neutral as we believe the
stock is fairly valued. However, we think NI has a
positive fundamental outlook. We feel the company's
ambitious capital spending plans for the next few years
augure well for rising eamings and dividends. We
would maintain positions in the stock.

Indicated Divilend / Yieb $1 .00 2.8%

Divilend

EPS FY 12/31
P rior Curr,

2013 m1lE m1&.
Prlor Curr.
m$E 2015E

Note Important Disclosures on Pages 2 and 3.
Note Certification on Pase 2.

J,.l.B. Hilliard, W.L Lprs, ll-C I Member ltlYSf" flilAA h Sl?C EqurrY RrsEnngr
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Additional information is available upon request.

Analvst Certification

I, David B. Burks, hereby certiry that the views expressed in this research report accurately reflect my
personal views about the subject company(ies) and its (their) securities. I also certify that I have not

been, am not, and will not be receiving direct or indirect compensation in exchange for expressing the

specific recommendation(s) in this report.

Important Disclosures

Hilliard Lyons' analysts receive bonus compensation based on Hilliard Lyons' prohtability. They do not
receive direct payments from investment banking activity.

Investment Ratings
Buy - We believe the stock has significant total return potential in the coming 12 months.

Long-term Buy - We believe the stock is an above average holding in its sector, and expect solid returns

to be realized over a longer time frame than our Buy rated issues.

Neutral - We believe the stock is an average holding in its sector, is cunently fully valued, and may be

used as a source offunds ifbetter opportunities arise.

Underperform - We believe the stock is lulnerable to a price set back in the next 12 months.

Suitabilitv Ratines
1 - A large cap, core holding with a solid history
2 - A historically secure company which could be cyclical, has a shorter history than a "1" or is subject to
event driven setbacks
3 - An above average risk/reward ratio could be due to small size, lack of product diversity, sporadic

earnings or high leverage
4 - Speculative, due to small size, inconsistent profitability, erratic revenue, volatility, low trading volume
or a nulrrow customer or product base

Hlliard Lyons ratinqsfd N (NSfflhlQ
Cosing Ffice Apr 30, Ul14: $36 ?

L€qsld
l+Nlelrtral. T=Pd ce TarEe{

+ Reiierated NleutrEl

Hilliard Lyons Equity Research Electric Utilities
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Recommended lssues Provided in l%st 12Mo.

Ratino Stocks Govered Stocks Govered Banknq
Buy 6 37o 13o/o

HoHNeutral 70 560/o 13%
Seff 7 60/0 0o/o

Restricied 1 1o/o 100%

As of 1 April 2014

No Bankinq
87Yo

87Yo

1@%
0%

Other Disclosures

Opinions expressed are subject to change without notice and do not take into account the particular
investment objectives, financial situation or needs of individual investors. Employees of J.J.B. Hilliard,
W.L. Lyons, LLC or its affiliates may, at times, release written or oral commentary, technical analysis or
trading strategies that differ from the opinions expressed here.

J.J.B. Hilliard, W.L. Lyons, LLC is a multi-disciplined financial services firm that regularly seeks

investment banking assignments and compensation from issuers for services including, but not limited to,
acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as

placement agent in private transactions.

The information herein has been obtained from sources we believe to be reliable but is not guaranteed and
does not purport to be a complete statement of all material factors. This is for informational purposes and
is not a solicitation oforders to purchase or sell securities. Reproduction is forbidden unless authorized.
All rights reserved.

Hilliard Lyons Equity Research Electric Utilities
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Chrlstopher Slghlnolfl, CFA r
Equity Analyst

(212) 7o7 -6420 csighino@jefferies.com
Chrlstopher Tlllctt *

Equity Associate
(21 2) 28 4 -4 697 clillett@ j ef f eries. com

Corey Goldman *
Equity Associate

(212) 284-3411 cAoldmal @iefferies.com
* lefferies LLC

NiSource Inc. (r.rr)

1Q Results In-Line

Key Takeaway

Nl reported lQl4 recurrlng diluted EPS of $O.79 (excludlng $l7.5mm in CPG

asret sale gains), in-line with our $O.79 forecast & the Stteet's $O.79 <onsensur
estlmate. Mgmt also afflrmed :ts 2Ol4 non-GAAP EPS guidance of $f .6f -$f .71
and its $2.158 <apital budget for the yeaa

Columbia Pipeline Group: CPC's $141mm operating income (excluding assetsale gains)
fell shy of our $150mm expectation, driven primarily by higher than anticipated O&M
expenses. Mgmt announced the completion of a successful non-binding open season for
its WB XPress project, a new -1 Bcf/d transportation project expected to move Marcellus
production on Columbia Gas. The prolect has an estimated in-service date of 4Q18, and
we await the call for further details. No additional update was provided on the Rayne-Leach

Express project in the release, but we also look for further clarity during this morning's call.

Gas Distribution: The gas utilities posted 1Q operating income of $280mm, ahead of our
$265mm forecast, on the back of record volumes. Mgmt reiterated that it remains on track
to invest -$815mm in Distribution system modernization & replacement during 2O14 and
it continues to expect a decision soon on the pending NIPSCO Gas seven-year, $700mm
investment plan. Separately, on March 21st, Columbia Gas of PA filed a rate case seeking a

continuation of its modernization program & a $54mm annual revenue increase.

Ele<tric: NIPSCO reported 1Q operating income of $74mm, surpassing our $70mm
estimate by -6%,largely due to below-forecast O&M and depreciation costs. Mgmt noted
that its Schahfer FCD project remains on track for YEl4 completion while the FDC facility at
Michigan City is on schedule for YEl5 in-service.

Guldance: Mgmt affirmed its 2014 non-GMP EPS guidance of $1.61-$1.71 & its -
$2.158 capital budget. lt also noted that lQ results are squarely in-line with iti proiected
performance on the year.

Dfvidend Increase Antlclpated: Nl declared a 25( pet share dividend on March 25th,
payable May 20th, and last raised its dividend in May 2013. We expect another increase
within the next few weeks. Specifically, we anticipate a -4% boost, to a new quarterly run-
rate of 26q- ($1 .04 annualized), to be announced on/about May 15th.

Dial-in for the Call: Today @ 9:00am ET. Dial-in: 877.415.3181; Passcode: 69357454

Nl lQl4 Results Revlew:

Source: .lefferies, co- data. Note: Recurring EPS figures exclude impact of non-normal
weather and asset sale gains/losses and utilize avg diluted share count during the period.

'l 
"1i:::-_ i _:ii\::=::

O{Er, {nd Biminationi (14.1)

s265.2 56ffi
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(5151-l) -1.6918

56.',f -E.6Pt
{r107-t} t.3$i
(1x34,6) 2.5%

lefferies does and seeks to do business with companies covered in its research reports. fu a result, investors should be aware that Jefferies may have a conflict
of interest that could affect the obiectivitv of this reoort. lnvestors should consider this reDort as onlv a sinole factor in makinq their investment decision.
Please see analyst certitications, iniportarit disclosur'e information, and information regarding the stafus of ion-US analysts oripages 2 to 5 of this report.
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Company Descrlption
NiSource, Inc. (NYSE: Nl) is a diversified energy holding company whose subsidiaries provide natural gas, electricity, and other energy
products & services to nearly 4 million US customers. The Company operates through three segments: Gas Distribution, Gas Transmission

and Storage, and Electric. The Cas Distribution operations provide natural gas service and transportation for residential, commercial and

industrial customers in Ohio, Pennsylvania, Virginia, Kentucky, Maryland, Indiana and Massachusetts. The Cas Transmission and Storage

segment offers gas transportation and storage services for Local distribution companies, marketers and industrial and commercial customers

located in Northeastern, Mid-Atlantic, Midwestern and Southern states. The Electric Operations segment provides electric service in various

counties in the northern part of Indiana. NiSource was founded in 1987, is incorporated under the laws of the state of Delaware, and is

headquartered in Merrillville, lN.

Analyst Certification
l, Christopher Sighinolfi, CFA, certify that all of the views expressed in this research report accurately reflect my personal views about the subject
security(ies) and subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views exoressed in this research reoort.
l, Christopher Til lett, certify that al I of the views expressed in this research report accurately reflect my personal views about the subject secu rity(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly. related to the specific recommendations
or views expressed in this research report.
l, Corey Goldman, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and
subiect company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly. related to the specific recommendations
or views expressed in this research report.
As is the case with all lefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives
compensation based in part on the overall performance of the firm, including investment banking income. We seek to update our research as

appropriate, but various regulations may prevent us from doing so. Aside from certain industry reports pu blished on a periodic basis, the large malority
of reports are published at irregular intervals as appropriate in the analyst's judgement.

Meanings of fefferies Ratings
Buy - Describes stocks that we expect to provide a total return (price appreciation plus yield) of l5% or more within a 12-month period.

Hold - Describes stocks that we expectto provide a total return (price appreciation plus yield) of plus 1590 or minus l0% within a 12-month period.
Underperform - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 1096 or more within a 12-month
oeriod.
Theexpected total return (price appreciation plusyield) for Buy rated stocks with an average stock price consistently below $10 is 20% or more within
a l2-month period as these companies are typically more volatile than the overall stock market. For Hold rated stocks with an average stock price
consistently below $10, the expected total return (price appreciation plus yield) is plus or minus 2096 within a l2-month period. For Underperform
rated stocks with an average stock price consistently below $lO the expected total return (price appreciation plus yield) is minus 2096 within a l2-
month period.
NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/
or lefferies policies.

CS - Coverage Suspended. Jefferies has suspended coverage of this company.
NC - Not covered. lefferies does not cover this company.
Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable securities
regulations prohibit certain types of communications, including investment recommendations
Monitor - Describes stocks whose company fundamentals and tinancials are being monitored, and for which no financial projections or opinions on
the investment merits of the company are provided.

Valuation Methodology
lefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total
return overthe nextl2 months. The price targets are based on several methodologies, which may include, butare not restricted to, analyses of market
risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA , PlE, PElgrowth, PICF,
P/FCF, premium (discount)/average group EVIEBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 12 month period. Stock selection
is based on fundamental analysis and may take into account otherfactors such as analyst conviction, differentiated analysis, a favorable risk/reward
ratio and investment themes that jefferies analysts are recommending. Jefferies Franchise Picks will include only Buy rated stocks and the number
can vary depending on analyst recommendations for inclusion, Stocks will be added as new opportunities arise and removed when the reason for
inclusion changes, the stock has met its desired return, if it is no longer rated Buy and/or if it underperforms the S&P by 15% or more since inclusion-
Franchise Picks are not intended to represent a recommended portfolio of stocks and is not sector based, but we may note where we believe a Pick
falls within an investment style such as growth or value.
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Risk which may impede the ach:eyement of our Price Target
This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the
financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based
upon their specific investment objectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of
the financial instruments recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and
income from, any of the financial instruments mentioned in this report can rise as well as fall and may be affected by changes in economic, financial
and political factors. lf a financial instrument is denominated in a currency other than the investorrs home currency, a change in exchange rates may
adversely affectthe price of, value of, or income derived from the financial instrument described in this report. In addition, investors in securities such
as ADRs, whose values are affected by the currency of the underlying securit, effectively assume currency risk.

Rating Gount
lB Serv./Past 12 Mos.

-

Percent Count Percent

Distribution of Ratings

BUY
HOLD
UNDERPERFORM
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chif3topher 5l9hlnolfl, CIA, Equity Analyst, (212) 7o7-6420, csighino@jefferies.com

904
775
148

49.48o/o

42.42o/o
8.10o/o

242 26.770/o
't34 't7.290/o

5 3.38o/o
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Other lmportant Disclosures

lefferies Equity Research refers to research reports produced by analysts employed by one of the following lefferies Croup LLC ("lefferies) group
companres:

Unlted States: lefferies LLC which is an SEC registered firm and a member of FINRA.

United Klngdom: lefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in England and
Wales No. 1978621; registered office: Vintners Place,68 UpperThames Street, London EC4V 3Bl; telephone +44 (0)20 2029 8000; facsimile +44 (0)20
7029 8010.

Hong Kong: lefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE numberATS545; located
at Suite 2201, 22nd Floot, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

Slngapore: lefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #15-20, UOB Plaza 2,
Singapore 048624, telephone: +65 655'l 3950.

lapan: lefferies (apan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of lapan and is a member
of the lapan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, 1-5-l Yuraku-cho, Chiyoda-ku, Tokyo 100-00O6; telephone +813 5251
6100; facsimile +813 5251 6101.

f ndla: Jefferies lndia Private Limited (ClN - U7414OMH2OO7PTC200509), which is licensed by the Securities and Exchange Board of India as a Merchant
Banker (1NM000011443) and a Stock Broker with Bombay Stock Exchange Limited (1NB011491033) and National Stock Exchange of India Limited
(N8231491032) in the Capital Market Segment; locatedat42143,2 North Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East) Mumbai 400
051, lndia; Tel +91 22 4356 6000,

This material has been prepared by lefferies employing appropriate expertise, and in the belief that it is fair and not misleading, The information set
forth herein was obtained from sources believed to be reliable, but has not been independently verified by lefferies. Therefore, except for any obligation
under applicable rules we do not guarantee its accuracy. Additional and supporting information is available upon request. Unless prohibited by the
provisions of Regulation S of the U.S. Securities Act of 1933, this material is distributed in the United States ("US"), by Jefferies LLC, a Us-registered
broker-dealer, which accepts responsibility for its contents in accordance with the provisions of Rule 15a-6, under the US Securities Exchange Act of
1934. Transactions by or on behalf of any US person may only be effected through lefferies LLC. In the United Kingdom and European Economic
Area this report is issued and/or approved for distribution by lefferies International Limited and is intended for use only by persons who have, or have
been assessed as having, suitable professional experience and expertise, or by persons to whom it can be otherwise laMully distributed. lefferies
International Limited has adopted a conflicts management policy in connection with the preparation and publication of research, the details of which
are available upon request in writing to the Compliance Officer. lefferies International Limited may allow its analysts to undertake private consultancy
work. lefferies International Limited's conflicts management policy sets outthe arrangements lefferies International Limited employs to manage any
potential conflicts of interest that may arise as a result of such consultancy work. For Canadian investors, this material is intended for use only by
orofessional or institutional investors. None of the investments or investment services mentioned or described herein is available to other Dersons
or to anyone in Canada who is not a "Designated Institutionrr as defined by the Securities Act (Ontario). In Singapore, lefferies Singapore Limited is

regulated by the Monetary Authority of Singapore. For investors in the Republic of Singapore, this matedal is provided by Jefferies Singapore Limited
pursuantto Regulation 32C ofthe Financial Advisers Regulations. The material contained in this document is intended solelyforaccredited, expert or
institutional investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). lf there are any matters arising from, or in connection
with this material, please contact lefferies Singapore Limited, located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore 048624, telephone: +65
6551 3950. In lapan this material is issued and distributed by lefferies (apan) Limited to institutional investors only. In Hong Kong, this report is

issued and approved by lefferies Hong Kong Limited and is intended for use only by professional investors as defined in the Hong Kong Securities and
Futures Ordinance and its subsidiary legislation. In the Republic of China (Iaiwan), this report should not be distributed. The research in relation to
this report is conducted outside the PRC. This report does not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC.

PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant approvals, licenses,
verifications and/or registrations from the relevant governmental authorities themselves. In India this report is made available by lefferies India Private
Limited. In Australia this information is issued solely by Jefferies International Limited and is directed solely at wholesale clients within the meaning of
the Corporations Act 2001 of Australia (the "Act') in connection with their consideration of any investment or investment service that is the subiect of
this document. Any offer or issue that is the subject of this document does not require, and this document is not, a disclosure document or product
disclosure statement within the meaning of the Act. lefferies International Limited is authorised and regulated by the Financial Conduct Authority
under the laws of the United Kingdom, which differ from Australian laws. lefferies International Limited has obtained relief under Australian Securities
and Investments Commission Class Order 03/1099, which conditionally exempts it from holding an Australian financial services licence under the
Act in respect of the provision of certain financial services to wholesale clients. Recipients of this document in any other iurisdictions should inform
themselves about and observe any applicable legal requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any opinion or
estimate constitutes the preparer's best iudgment as of the date of preparation, and is subiect to change without notice. Jefferies assu mes no obligation
to maintain or update this report based on subsequent information and events. lefferies, its associates or affiliates, and its respective officers, directors,
and employees may have long or short positions in, or may buy or sell any of the securities, derivative instruments or other investments mentioned or
described herein, either as agent or as principal for their own account. Upon request lefferies may provide specialized research products or services
to certain customers focusing on the prospects for individual covered stocks as compared to other covered stocks over varying time horizons or
under differing market conditions. While the views expressed in these situations may not always be directionally consistent with the long-term views
expressed in the analystrs published research, the analyst has a reasonable basis and any inconsistencies can be reasonably explained, This material
does not constitute a personal recommendation or take into account the particular investment obiectives, financial situations, or needs of individual
clients. Clients should consider whether any advice or recommendation in this report is suitable for their particular circumstances and, if appropriate,
seek professional advice, including tax advice. The price and value of the investments referred to herein and the income from them may fluctuate. Past
performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange
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rates could have adverse effects on the value or price of, or income derived from, certain investments, This report has been prepared independently of
any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of securities. None
of lefferies, any of its affiliates or its research analysts has any authority whatsoever to make any representations or warranty on behalf of the issue(s).

lefferies policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior
to the publication of a research report containing such rating, recommendation or investment thesis. Any comments or statements made herein are
those of the author(s) and may differ from the views of lefferies.

This report may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor's. Reproduction
and distribution of third party content in any form is prohibited except with the prior written permission of the related third party. Third party content
providers do not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings, and are not responsible tor
any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. Third party content
providers give no express or implied warranties, including, but not limited to, any warranties of merchantability or fitness tor a particular purpose or
use. Third party content providers shall not be liable for any direct indirect, incidental, exemplary, compensatory punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content,
including ratings. Credit ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities, They
do not address the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice.

lefferies research reports are disseminated and available primarily electronically, and, in some cases, in printed form, Electronic research is

simultaneously available to all clients. This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of
lefferies. Neither lefferies nor any officer nor employee of lefferies accepts any liability whatsoever for any direct indirect or consequential damages
or losses arising from any use of this report or its contents.

For lmportant Disclosure information, please visit our website at https://iavatar.bluematrix.com/sellside/Disclosures.action or call L888.lEFFERlES

@ 2Ol4 refferies Croup LLC
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KeyBanc Capital Markets Inc.
Member NYSE/FINRAJSIPC

NiSource,Inc. (BUY)

Nl - Quick Alert: 1Q14 So/rd Resu/ts,
lttew 

CIC Proiect

Paul T Ridzon: (21 6) 689- 0270 - Brjdzon@key.com
John Barta: (216) 689- 3386 - jotln_j-barla-@key.esm

KEY INVESTMENT POINTS
April 29, 2014 Glose: $36.29
1Q14 KBCM EPS Estimate: $0.79 (Consensus: $0.80)

2014 KBCM EPS Estimate: $1.70 (Consensus: $1 68)

1Q14 Actual Results (vs. 1Q13):

o Ongoing EPS $0.82 vs. $0 69; GAAP EPS $0.85 vs. $0.69 Ni excludes weather benefits or headwinds from ongoing EPS We
estimate weather was a $0.05 per share benefit.

o Results were above our $0.79 estimate and the $0.80 consensus vrew.
o Relative to our estimate, all segments did slightly better than forecast, particularly the pipeline group.

Guidance: Reiterated 2014 ongoing weather- normalized guidance of $1.61- $ 1.7'l per share.

1Q Highlights:

e ColumbiaPipelineGroup(formerlyGasTransmissionandStorage)resultsimproved(operatingearningsof$158.9millionvs.$1333
million) on $19.7 million higher net revenues due to margin on groMh projects that have come on line and increased mineral rights.
Expenses fell $3.2 million as mineral rights gains were partly offset by SG&A, depreciation and property tax increases.

o Gas Distribution operating earnings were $280.1 million vs. $233.3 million. Net revenues rose $54 1 million on new Pennsylvania and
Ohio rates, increased usage and higher off- system sales. Expenses rose $7 3 million on higher administrative costs, depreciation
and other taxes.

e Electric operations earnings were up (operating earnings of $74.2 million vs. $64.9 million) on higher off- system sales,
environmental recovery and improved industrial margins. Expenses rose $8.7 million on employee and administrative costs.

r Corporate and Other operating losses fell $4.1 million vs. a $3.6 million loss.
r Nl discussed that a new pipeline project (WB Express) completed a successful non- binding open season. This follows similar

results at Leach and Rayne, which Nl is now bringing to advanced discussions to firm commitments.This pipeline would move over
1 bcf of Marcellus oroduction.

Initial Take: We expect a positive take on solid results, continued execution and incremental announcements

9:00 a.m. ET Gonference Call #: (877) 415- 3181 lD#: 69357454
We will be focused on:
o Latest MLP thoughts.
o Thoughts on groMh rate.
o Incremental infrastructure investment opportunities.
r Pipeline modernization project updates.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS. PLEASE REFER TO PAGES 2.3 OF THIS NOTE.
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KeyBanc Capital Markets lnc. Disclosures and Certifications
NiSource, Inc. - Nl

NiSource, Inc. is an investment banking client of ours

We have received compensation for investment banking services from NiSource, Inc. during the past 12 months.

We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliates for non- securities related services.

As of the date of this report, we make a market in NiSource, Inc

Reg AIC Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in

this research report accurately reflect the research analyst's personal views about any and all ofthe subject securities or
issuers; and (2) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Three- Year Rating and Price Target History
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Rafing Disclosures
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Ratrng Sysfem

BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst's productivity, the quality of the analyst's research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm's performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.
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NiSource, Inc.
Growing Oppcrtunity $et

Nl reported a rnodesl EPS beat drlven by a stronger
top line, but reiterated 2014 EPS guidance of $1.61 -
1 .71 and long-term EPS growth ot 3 - 7%. We
mainta:n our Eiw rating, but have raised our PT to
$40, from $36 to account for increased MLP credit.

1Q14 results: Nl reported EPS of $0.82 vs. MS /
Gonsensus of $0.80/$0.80. Nl reported strong results
across the board as they continue to capitalize on their
well-positioned infrastructure asset base and improved
utility profile. The company continues to make progress
on the Rayne/Leach Express project (expect an update
by the end of 3Q) and more recently had a successful
non-binding open season for WB Express (expect an
update by year end). With large project opportunities
emerging (5-1Obn of capex within the Columbia
Segment) and equity needs in 2015, we expect the
company to pursue an MLP (timing of a decision still

expected in 3Q). On a preliminary basis, our SOTP
including the MLP gets us to -$43/shr. Our new $40
price target assumes a 5-10% discount to our SOTP and
imolies 22x our 2015 EPS estimate. We see Nl as an

attractive lower risk stock with a strong regulatory
backdrop (de-risked utility profile with a visible rate base
and recovery strategy), attractive Marcell us/Utica
footprint, and improved projectoutlook (much of which is
part of modernization programs). We expect this to
drive 7.6% EPS growth in 2014e and 7.4o/o in 2015e
(high end of guidance) with 4.2o/. div growth each year.

However, shares have begun to price in the MLP (Nl

shares +10% YTD vs. S&P500 +2o/o), so we await
further clarity before revisiting given valuation levels.

Segment results. Electric EBIT came in at $74.2mm
vs. $64.9mm y/y due to higher off-system sales,
environmental investment cost recovery, and industrial
margins. Gas Distribution EBIT increased to $280.1mm
from $233.3mm due to increases in regulatory and

service programs, higher residential and commercial
usage, and an increase in off-system sales. Columbia
Pipeline Group EBIT increased to $158.9mm from

$133.3mm y/y due to higher demand and commodity
margin and increased mineral rights royalty revenue.

MORGAN STANLEY RESEARCII
NORTH AMERICA

Morgan Stanl€y 8 Co LLC

FiscafYearending 12n3 1414e 'l2l15e 12116€

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As
a result, investors should be aware $at the firm may
have a conflict of interest that could affect the
objectivity of Morgan Stanley Research. lnvestors
should consider Morgan Stanley Research as only a
single factor in making treir investrnent decision.

For analyst ceftification and other important
disclosures, referto the Disclosure Section,
located at the end of this report. . .
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Stephen J. Maresca, CFA
9t6phqn Maresca@mlraFtanley 6h
+1 2'12761 83,13

Robert S Kad
Robs|t.Kad@mrEaftstanlgy @m
+121276,163ffi r.

Brian Lasky
Srian.L6ky@re{gaFtaley,@m

Shaan €heikh, CFA
Sh€an.SlEikh@rcrgamtsnley Fm

Matthew Giacobbe

Key Ratios and Statistics

Reuters: Nl.N Bloomberg: Nl US
Oive6ified Natural Gas / United States of America

EV/EBTTDA 11 4 ',l',| 6 112 10 9

ShF out, diluted, aW (mm) 314 314 314 314
Unloss oth€Nis€ nol6d, all metriG Ere based on I\,4oean Stanley Mod€lware
fram€rc* (ploas€ se€ explanation laterin this not€),

S = Cons€nsus data is provided by Thom$n Reuters Estimates
o = Morgan Stanley R€s€arch €slimates

Price target

Shr price, close (Apt 29,2014)

Mkt cap, cur (mm)

52-Week Range

Modelware EPS ($)

Prid Modelware EPS ($)

P/E

Consensus EPS ($)S

Div yld (%)

Div per shr ($)

EBITDA ($mm)

$40.00

$36 29

$1 1,402

$36 82-27 1'l

1.57 1.69 1.82 ',t.92

- 1.68 1.7A 1.91

20.9 21.4 20.0 18.9

t 55 1.67 1.79 1.93

30 2.8 30 3'l
099 1.03 107 112

1,705 1,837 2,006 2,178

iill t:,i: a\

iii ir*r
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Why Equal-weight?
. Restored earnings power at
regulated utilities segments.
. Numerousmidstreamopportunities
sunounding its existing pipeline

systems in the Marcellus + Utica
provide exceptional long-term value,
but also come with it increased capex
and possibly heated competition.
. See upside in an MLP scenario, but
need to see follow through before
revising due to valuation.

Key Value Drivers
. Executing Marcellus + Utica

midstream projects on time and below
budget.
. Execution on its regulatory agenda
(e.9., infrastructure modemization plan,

filing rate cases, implementing trackers
/ cost recovery mechanisms).
. Stable dividend with potential 4 -
5% annual groMh to go along with 5 -
7% EPS growth potential over multiple
years.

Potential Catalysts
. MLP formation adds to value of Nl

and offers further upside on projects

and acouisitions.
o Updates related to rate case

settlements approval by regulatory
bodies.
. Announcement of additional
Marcellus or Utica project or acquisition
beyond those included in guidance.

Where We Gould Be Wrong
o Regulatory risks associated with
Marcellus and/or Utica drilling puts a
hold on midstream project expansions.
o Economic recovery remains
prolonged, negatively affecting electric
deliveries (especially to industrial

customers).
. Unfavorable outcomes in the
northeast due to legislation, slower
drilling, more competition.

$4s 00 (+24%)

$to.00 (+10%) a

$30 00 cl7%)

Apr-13 Oct-13 Ap.-14 Odl4

-Histori€l 
Sbk P€ddm@ . Cunent Sck Prb

Source: Thomon R€utoF; ilorgan Stanl€y Researdl

Price Target $40

Bull Gase

$4s

Increasing Marcellus/Utica market share and utilities
outperform; more projects, MLP creation, Nl gains larger

Appalachian market share than anticipated from new production,

fostering additional capital spend in the GT&S segment. Utica
potential exceeds expectations,

Base Case

$40

Executing on Marcellus opportunltiF with a steady recovery
and execution in utility segmenB. Nl places Marcellus growth

projects on budget and on time. Industrial electric generation

deliyeries continue to stabilize/slightly recover. Nl moves down

creates an MLP in 3Q.

Bear Case

$30

Marcellus opportunities fail to materialize. Marcellus regulation

issues persist orworsen, prolonging development. The required

infrastructure projects are delayed causing Nl to push back

expansions and the stock to re-rate lower given weaker growth

profile. Nl does not pursue an MLP

Gas Distihrtion

Gas Tnnsmission & Stomge

Elec'tric Utility

Utica Leases

6,838

15,508

3,865

JCIJ

21.76

49.36

fl.n
1.11

Value 26,561 $ 84.54

Net Debt

.',..:
Shares Outstanding (in m)

Source: Morgan Stanley R6@rch

(13,0s8) (41.56)

/r1

314.2

Morgan Stanley

NiSource (Nl, Equal-weight)

Nt-12 Od-12

. fti@Tarsst(Ar.15)

Risk-Reward View: Strong Marcellus + Utica Midstream Potential

Derived from our Sum of the Pa(s asset valuation assuming a

modest 5-10% discount.
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Exhibit 1

Nl: Earnings Results and Preview
(munts in Ms, except per unit)

Operating Revenues

Gas Distribution

Gas TEnsportation and Storage

Electric

Other

Total operating revenues

Operating Expenses

Cost of Sds
Operation and maintenance

Depreciation and arnortization

Other taxes

Total operating expgnses

Equity Earnings (Loss) in Uncon, Affiliates

EBIT

EBITDA

Inteest expense, net

Other income

Total other income and expenses

Earnings From Cont. Oper, Bef. Inc, Taxes

Income td (prcvision)

Net Income (Operating)

Average # of Shares Outstanding

Net Income per Share (Operating)

Net Income per Sha.e (GAAP)

Segment Data
Gas Distribution (MlltOth)

Residential

Commercial

Industrial

OffSystem
Other

Gas Transmission & Storagg (MMDth)

Columbia Tmnsmission

Columbia Gulf

Crossroads Gas Pipeline

I ntrasegment eliminations

Electric Operations (Gigawatt Hours)
Residential

Commercial

lndustrial

Wholesale

Other
Source: Company data, Morgan Stanley Res€rch

Actual
rQ't3

Actual
1Q14

MORGAN STANLEY RESEARCH

April 30,2014
Nisource, Inc.

A/A MS A/ E MS

% chq 1Q14E % chq 2Ql4E

891,500 1,193,300 33.9%

468,500 578,500 23,5%

377j00 445,300 18 1%

44,200 77,000

1,781,300 2,294,100 288%

675,900 1,061,300 57-Oo/o

454,40 501,200 't0.30/o

143,500 148,700 3.6%

86,700 83,600 -36%
1,360,500 1,794,800 31 9%

7,100 9,800 38 0%

427,900 509,100 19 00/o

571,400 657,800 15.10h

(98,600) (109,100) 10.6vo

4,100 4,500

(94,500) (104,600) 't0.7o/"

333,400 /04,500 21 3%
'118,100 146,100 237%

1,207,306 -1.2% 564,009

338,564 70.9o/o 294,167

392,396 135% 397,834

1,938,266 164% 1,256,011

673,428 57.60/o 364,894

s36,396 €.6% 451,44
151,206 -',t 7% 147,W
97,700 -14.4% 70,644

r,458,731 23.0% 1,034,818

8,000

487,535

638,741

225%

4 40k

3.0%

9,849

231,041

378,88r

(105,858) 3.1o/o (1oe,1oo)

I,ulOO 4,500

(96,458) 8.4o/o (104,600)

39 f ,078 3.4% 126,44'l

138,925 5.2% 41,621

136.0 15.10k 35 8

77.6 16.2% 27 I
137.3 4.40/. 1'16 I
221 -35.4% 17 5

- 02

461.9 4.5% 2064
201.6 €.3% 169.8

5.2 10.7yo 3.4

(122.1) 49.5% (101.8)

890.0 0.7% 7922
939.6 4.40k 961 5

2,33'l.2 11.8% 2,267.6

61.6 4!6.10/o 497 2

33.9 -1.4% 27 5

132.0
aFa

l?? ?

21 7

0.2

435.8

1W.2

5.0

(e3.s)

864.1

2,319.6
aaa

33.2

156 5 186%
90.1 197%

1368 26%
143 -341%

02

459.5 5.4yo

't84.9 -24"/o

5.7 14.0yo

(61.6) -34.4%

896 2 37%
935.5 1 6%

2,607 1 124%
311 8 4086%
33.4 0.6%

$ 0.69 $ 0.82 $ 0.80 $ 0.27

$ 0.69 $ 0.85 $ 0.80 S O.27



Morgan Stanley

Exhibit 2

Nl Income Statement
Income Statement
(amounts in thousands, except per unit data)

Net Revenues

Gas Distribution

Gas Transportation and Storage

Electric

Other

Total Net Revenues

Operating Costs

Gost of Sales

Operation and maintenance

Depreciation and amortization

Other taxes

Total Operating Costs

Equity Earnings (Loss) in Uncon. Affiliates

EBIT

EBITDA

Other income

Interest expense, net

Other income

Inc. from continuing operations bef inc. taxes

Income tax (provision)

Operating Net Income (Loss)

Net lncome per Share (Operating)

Net Income per Share (GAAP)

Weighted Avg Diluted Units Outstanding

Dividends per share
Source: Company data, Morgan Stanley Res€arch

MORGAN STANLEY RESEARCH

April 30,2014
Nisource, Inc.

2013
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2,177,932 2,366,867

(605,868) (702,407',)

't8,000 18,000

924,988 978,058

321,773 340,415

603,215 637,643

$1.92

$1.92

314,200

1.12

$2.03

$2.03

314,200

1.16

2014E 201sE 2016E 20'17E

2,225,300 3,'t1',t,662
't,646,400 1,497,587

1 ,563,200 1,672,464

224,400 77,000

5,659,300 6,35E,713

3,561,680 3,850,204 4,162,112

1,477,919 1,722,316 1,931,136

1,750,678 1,824,919 1,884.782

6,790,277 7,397,'49 7,978,031

2,557,942 2,715,698

2,367,097 2,572,542

665,076 704,402

335.981 365.484

5,926,096 6,358,126

'f ,815,500 2,337,795 2,343,771

1,873,900 1,935,981 2,161,874

577,300 594,369 629,960

300,600 287,191 318,947

4,567,300 5,155,336 s,49,552

35,900

1,127,900

1,705,200

(414,800)

42,600

755,700

261,800

493,900

$1.57

$1.56

313,600

0.99

39,495 40,491 41,513 42,560

1,242,872 1,376,216 1,512,855 1,662,465

1,837,241 2,006,175

(440,903) (517,s91)

18,000 18,000

819,969 876,225

287,699 304,797

532,270 571,428

$1.69

$1.72

314,200

1.03

$1.82

$1.82

314,200

1.07
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Exhibit 3

Nl Operating Data
Operating Data

GAS DISTRIBUTION

Sales and Transportation (MMDth):

Residential

Commercial

lndustrial

Off System

Other

Total Sales and Transports

Weather Adjustment

Sale3 and Transport Vols - Excluding weather

y/y cnange

Sales Price ($ / Dth)

y/y chenge

COGS Price ($ / Dth)

y/y change

Gross Margin ($ / Dth)

y/y change

COLUMBIA PIPELINE GROUP

Throughput (MMDthl:

Columbia Transmission

Cdumbia Gulf

Crossroads Gas Pipeline

Total throughput

Intrasegment eliminations

Total third-party throughput

Y/Y change

Tariff (S / Dth)

y/y cnange

ELECTRIC OPERATIONS

Sales (Gigawatt Hours):

Residential

Commercial

Industrial

Wholesale

Oths
Total sales

Weather Adjustment

Total saleg volumes - Adj. for weather impacts
y/y changa

Revenue ($ I Gigawatt hour)

y/y change

coGS (0 / Gigawatt houo

y/y change

Gross Margin ($ / Gigawatt hour)

Y/Y change
Sourc€r Company data, Morgan Stanl€y Rsearch

MORGAN STANLEY RESEARCH

April 30,2014
Nisource, Inc.

2013

272 3

172 I
494 5

704
04

1,010.5

(3 4)

1,007.1

26%

$3 03

89%

$1.4'l

18.1%

$1 62

1.9%

1,124 6

643 0

169
't,784.5

(23e.4)

1,545.1

-2 4%

$0 50

10 0%

2014E

301.0

190 6

508,8

ou,o

0.8

1,061.8

(66 1)

995.7

-1.1%

$3,48

14 6%

$1.79

26.9%

s1.69

39%

1,182.7

637.7

180
r,838.4

(31 1 2)

1,527.2

-1.2%

$0 50

-0 2%

2015E

289.7

189.1

524.1

61.8

0.8

1,065.5

(4,0)

t,061.5

66%

$3 36

-J.C'/o

$1.64
-8A%

$1 72

1.7%

1,241.9

669.6

189
1,930.3

(328,6)

1,601.7

4.9%

$0,53

5.7%

DJ CZ

5.0%

$1 76

7.2%

$1 77

2-9%

uu. co

5.0%

$3 70

5.0%

$1.83

39%

$1.87

6.1%

$0 57

28%

2016E 2017E

298.4 307 3

194,8 2007

539 8 556 0

630 643

0.8 08
1,096.8 1,129.1

(4.0) (4 0)

1,092.8 1,125.1

3.0% 3 0%

'1,297 I 1,362.6

699.7 7U.7
19.8 208

2,017.3 2,118.1

(318.4) (351 2)

I,698.9 1,767.0

6 1% 40%

3,4447 3,554.2 3,6@ 8

3,8819 3,9554 4,034.5

9,3397 9,6623 9,855.5

669.7 923 2 941.7

132.0 134.2 136.9

17,/+68.0 18,29.4 18,629.5

(2.4) (70.0)

17,465.6 18,159.4 18,629.5

3.6% 4.0% 2.6%

3,7707 3,846 1

4,115.2 4,156 4

10,052.7 '10,153 2

960.5 979.8

139.6 142.4

19,038.7 ',t9,277.8

19,038.7 19,277.8

2.2o/o 1.3%

$95.85 $97.n
20% 2.0%

033.54 $34.34

34% 2.4%

$62 31 $63 43

13% 18%

$89.59

0.50k

$31 07

5.0%

qEq 6a

-1 8%

$92.12

2.8%

$33.00

62%

$59.12

1.0%

$93.97

2.0%

932.44
-1.7%

$61 53

4.1%
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Exhibit 4

Nl Balance Sheet
Balance Sheet
(amounls in thousands, except per unit data)

ASSETS

Cash and cash equivalents

Restricted cash

Accounts receivable

Income tax receivable

Gas inventory

Regulatory assets

Other

Total Current Assets

Net Property, Plant and Equipment

Unconsolidated affiliates

Other investments

Pric€ risk management assets

Regulatory assets

Goodwill

Intangible ass€ts

Defered charges, Postretiremen, other

TOTAL ASSETS

LIAB|LINES AND STOGKHOLDERS' EQUITY

Curent portion of long-tem debt

Short-tem borowings

Accounts payable

Dividends payable

Customer deposits and credits

Taxes accrued

Interest accrued

Price risk management liabilities

Exchang€ gas payable

Defered revenue

Regulatory liabilities

Acc liab for post-retirement / -employment benefits

Othsr accruals

Total Curent Llabiliti6

Long-tem debt, excl amounts due within one year

Price risk management liabilities

Deferred income taxes

Deferred inc, taxes, credits, other

Acc liability for post-retiremenu-employment benefi ts

Regulatory liabilities and other removal costs

Asset €tiremenl obligations

Other noncurent liabiliti6
Total Othg. Liabilities and Defered Credlts

Common stock

Additional paid-in capital

Retaingd eamings

Treasury stock

Accumulated other comprehensiw loss

Total Common Stockholdffi ' Equlty

TOTAL CAPITALIZATION & LIABILITIES
Souro€: Company data, Morgan Stanley R€g€arch

MORGAN STANLEY RESEARCH

April 30,2014
Nisource. Inc.

20't3 2011E 2015E

26,800 87,187 132,889

8,000 10,900 10,900

1,005,800 931,051 968,142

5,'100 4,100 4,100

354,600 57,738 60,7M

142,800 159,100 'rs9,100

330,600 321,100 32't,100

2j59200 1,988,975 2,074,774

373,700 407,100 407,100

204,000 203,100 203,100

500

1,522,200 1,494,900 1,494,900

3,666,200 3,666,200 3,666,200

275,700 272,900 272,900

87,300 85,300 85,300

22,6s3,900 23,,189,406 24,945,245

2016E 2017E

83,273 259,008

10,900 10,900

1,145,088 1,186,853

4,100 4,'100
'198,985 '117,321

159,100 159,'100

aal 4i arl tnn

2,U0,346 2,476,183

407,100 407,100

203,100 203,100

1,494,900 1,494,900

3,666,200 3,666,200

272,900 272,900

85,300 85,300

26,515,710 27,977,176

r4,365,100 15,370,931 16,740,97't 18,075,894 t9,37t,493

s2j00 530,500

698,700 859,275

619,000 421,330

- 78,700

262,600 239,400

2s,a00 278,600

136,400 75,300

1,400

186,400 143,100

18,500 7,900

60,200 79,100

6,200 6,200

327,600 323,800

3,178,/t00 3,094,505

7,593,200 8,238,500

300

3,277,800 3,392,300

129,900 142,000

527,500 508,100

1,669,800 '1,677,600

174,400 176,500

216,000 219,400

13,588,900 14,354,400

3,200 3,200

4,690,100 4,715,600

1,285,500 1,422,80'l
(43,600) (42,500)

(2a,600) (58,600)

5,886,600 6,M0,501

s30,s00 530,500 530,500

859,275 E59,275 859,275

443,261 592,124 551,563

78,700 78,700 78,700

239,400 239,400 239,400

278,600 278,600 278,600

7s,300 75,300 75,300

143,100 143,100 t43,100

7,900 7,900 7,900

79,100 79,100 79,100

6,200 6,200 6,200

323,800 323,800 323,800

3,116,436 3165,300 3,224,739

9,438,500 10,638,500 r'r,838,500

3,392,300 3,392,300 3,392,300

142,000 142,000 142,000

508,100 508,100 508,100
'r,627,600 1,677,600 1,677,600

176,500 176,500 176,s00

219,400 219,400 219,400

15,554,(Xt 16,754,/t00 17,954,400

3,200 3,200 3,200

4,715,600 4,715,600 4,715,600

1,656,709 1,908,341 2,180,337

(42,500) (42,s00) (42,s00)

(58,600) (58,600) (58,600)

6,274409 6,526,91 5,798,037

22,653,900 23,489,406 24,915,245 26,545,740 27,977,176
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Exhibit 5

Nl Cash Flow Statement
Gash Flow Statement
(amounts in thousands, except per unit data)

Cash from Operating Activities

Nst lncome

Debt: Gain Early Extinguishment / Amort Disc +Premium

Depreciation and Amortization

Net Changes in Price Risk Mgmt A / L

Defened: Inc. Tax/Credits; Revenues

Stock Compensation Expense

Loss/(Gain) on Asset Sales / lmpairments / Disc Opts

lncome from Unconsolidated Affiliates

Disc Operations: Loss/(Gain) on Disposition

AFUDC Equity

Dist. of Earnings Reeived from Equity Investee

Other

Changes in Assets and Liabilities:
Net cash from operating actlvitlgs

Cash from Inv€sting Activities

Capital Expenditures

lnsuranca Recoveries

Proce€ds from DisDosition of Assets

Restricted Cash Deposits (Bonotrings)

Contributions to Equity Investments

Other lnvesting Activities

Net cash from investing activitigs

Cash from Financing Activities
lssuance of Long-Term Debt

RetiremenvRepurchase of Long-Term Debt

Chango in Short-Term Borrowings, Net

Issuance of Common Stock

Acquisition of Treasury Stock

Dividends Paid - Common Stock

Other

Net cash trom financing activities

Net change in cash

Cash at beginning of period

Cash at end of period
Source: Company data, Morgan Stanl€y Rosearch

2013

MORGAN STANLEY RESEARCH

April 30,2014
Nisource. Inc.

2014E 2015E

532,100 540,070 571,428

9,400

577,300 594,369 629,960

2,600 800

280,200 150,700

50,700 13,900

(17,s00) (15,700)

(35,700) (9,600)

(41,200' 200

(18,500) (4,000)

32,100 7,600

10,000

s5,300 (79,5s9) (18,166)

1,436,800 1,198,780 ',t,',t83,222

(1,879,900) (1,545,200) (2,000,000)

6,400

18,000 5,300

38,700 (2,900)

(125,400) (31,000)

50,800 7,000

(1,8s1,400) (1,566,800) (2,000,000)

1,307,600 590,900 1,200,000

(510,900)

(78.100) 160,575

43,700 8,900

(8,100) (10,000)

(305,900) (321,969) (337,520)

(3,200)

445,100 428,406 862,480

(e,500)

36,300

26,800

60,387

26,800

87,'t87

45,702

87,187

1 32,889

2016E 20',t7E

603,215 637,643

665,076 704,402

(166,323) (663)

1,101,967 't,341,381

(2,000,000) (2,000,000)

(2,oo0,ooo) (2,000,000)

1.200.000 1,200,000

(351,583) (365,646)

u8,417 834,354

(49,61s) 175,735

132,889 93,273

83,273 259,008
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Exhibit 6

Nl Sum of the Parts Valuation
Nisource, Inc.

NI

WK"{.Wfu#

MORGAN STANLEY RESEARCH

April 30,2014
Nisourcg, lnc.

Gas Distibution

Gas Transmission & Storage

Electric utility

Utica Leases

$ 6,838 $ 21.76

1s,508 49.36

3,865 12.30

350 't.11

26,561 $
Net Debt (r3,0s8) (4r.56)

314 2Shares Outstanding (in m)

Foruard EBIT (2015E)

Interest

Tax Rate

Net lncome

FoMard multiple

Equity value

Debt

Enterprise value

!&u
$159
JC-/o

$242

..". .. __ ll ex

s4323
$2.51 5

$6,838

$8,973

4 100

-rffi.',.'
s31 6

$t,'l

€-/o

$1 54

1q 8x.

$2,580

$1,286

i 75,000

. $?,q.oq
t350

i.(en
MLP Dropdown Proceeds

MLP GP Valuation

MLP LP Value

Enlerprise value

ffiffi,ddiif.g ;;i
Foilard EBIT (2015E)

lnterct
Tax Rate

Net ln@me

Foruard multiple

Equity value

Debt

Acres

$/acre

Enterpris€ value
Sourc€: Company Data, Moean Stanloy R6@rch

Enterpri$valu€ 33,865



Morgan Stanley

Valuation Methodology & Risks

Assets in an MLP have typically traded at a premium to
C-Corps. MLPs have traded at higher valuations than would

similar assets in a corporate structure due to: 1) their tax
efficiency (no federal taxes) and 2) the premium investors tend

to place on yield. These two factors have typically produced:

3) a lower cost of capital, which can facilitate a potentially faster
grovvth rate.

Interest rates are not the driver. Although MLPs have

benefited from declining interest rates, so have other asset
classes. We believe that gains in MLP stocks are a function of
their ability to grow cash flows, not just their cunent yield.

The key value proposition is total retum (growing cash flow
yield + stock price appreciation). We find a statistically
insignificant conelation between bond and MLP prices. Several
periods of rate increases (1994, 1999, 2004) are conelated with
poor performance, but there is little day-today link.

Distribution discount models (DDM) and implied yield
targets. We use a '1o-year distribution discount model to arrive
at our price targets along with our implied yield target for each
individual MLP as we view long{erm cash flow stability and
growth as the true measure of an MLP stock's value.

Yield spread. Despite historical day-to-day insignificance, we
think this is worth looking at as a check on valuation. Overall,
yields tend to revert to their mean, and even if we have modest
yield compression, significant share price upside is possible.

Multiples provide valuation check. While we generally think
it is difficult to target an EV (enterprise value) / EBITDA or P /
DCF (distributable cash flow) multiple for an MLP stock, we
think it certainly provides a gauge as to the stock's valuation.
Currently, MLP multiples are near their historical average over
time and we believe this provides another metric of valuation
support along with looking at the high yield spreads and

distribution growth.

Relative (historical) valuation measures support MLPs.
The primary argument against improving valuation is weak
relative performance in a rising interest rate environment.
While we believe that the relationship to Treasury yields will
become less relevant over time, using traditional dividend yield

analysis, and the MLP index dividend yield spread to Treasury
MLPs appear undervalued. Valuation supports MLPs relative
to peers. Pipeline MLPs offer organic groMh in a rising
oetroleum demand environment that reouires infrastructure
development. When we compare MLPs to comparable income
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asset classes - utilities and REITs - the valuation disconnect
is unwarranted, in our opinion, as the pipeline MLPs ofier twice
the implied return of REITs and utilities.

Distribution growth is predicated on energy fundamentals.
The United States is short on critical energy inftastructure,
much of which has scarcity/franchise value, in our view, and

this should drive a number of expansion projects for MLPs over
the next five years. This scarcity is apparent, given the age of
most US energy infrastructure assets (many were constructed
during or shortly after World War ll), mmbined with
approximately 1.5-2.0o/o demand grovth for oil, natural gas,

and refined products, along with changing sources of supply for
natural gas - deepwater Gulf of Mexico, the US Rockies, and

liquefied natural gas (LNG) versus more traditional,
conventional sources of supply.

Access to capital markets is of particular importance in
this space. Given that MLPs pay out a majority of their free
cash flow to unitholders each quarter, groMh is funded largely
through ongoing debt and equity capital raises. To the extent
MLPs are unable to raise financing on favorable terms, organic
capital spending budgets and third party acquisitions will likely
be delayed or forgone. A prolonged period of limited capital
market access could place downward pressure on unit prices if
investors are concerned that distribution groMh could be

limited for a significant amount of time.

Investment concerns. The risks to our thesis include
economic groMh and demand, alternative energy programs,

legislative items including tax reform and easing of product

restrictions for natural gas and refined products, as well as a
return to Treasury yield valuation and infrastructure reliability.
Increased institutional ownership would likely create a

revaluation of the sector, as new money would flood the current
market. Our analysis is based on the current capital markets
and economic outlook, with our Overweight names likely to
outperform with or without institutional equity.



Morgan Stanley

Glossary of MLP Terms

Cash Available (distributable cash flow or "DCF"): This is

calculated as net income plus depreciation and other non-cash

items, less maintenance capital expenditure requirements.

Cash Distributed (distributions): Quarterly dividend
payments made to limited partner (LP) and general partner

(GP) investors. These amounts are set by the GP and are

supported by an MLP's operating cash flows.

Distribution Coverage Ratio: Calculated as cash available to
limited partners divided by cash distributed to limited partners.

It gives an indication of an MLP's ability to make dividend
payments to limited partner investors from operating cash
flows. MLPs with a coverage ratio of in excess of 1.0 times are

able to meet their dividend payments without extemal
financing.

Yield or Distribution Yield: Yield or distribution yield as

referenced in this report are defined as most recent distribution
declared, annualized, and then divided by the current market
price. lt may mnsist of short-term capital gains, long-term

capital gains, and/or return of capital.

General Partner (GP): Corporate sponsor, management
team, or financial investor that typically owns a 2o/o interest in

the MLP. Through this 2% interest, the GP has the
responsibility for the operations and maintenance of the MLP

and the authority to make decisions. To align the interests of
the GP with the limited Dartners. MLPs have an incentive
distribution schedule that rewards the GP for increasing the
cash distributions to the limited oartners.

Incentive Distribution Rights (lDRs): Increases in cash
distributions entitle the GP to a higher percentage of the
incremental distributed cash flows. These per unit target levels

are set out specifically in the MLP agreement and give the GP a

larger percentage of the incremental dollars (in many cases
upwards of 50% of incremental cash payouts).
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Limited Partner (LP): Owners of the limited partner units that
are entitled to receive the majority of the cash flows generated

by the partnership through a quarterly distribution. LPs

typically cannot participate in making decisions regarding the
operation of the MLP unless they secure a definitive majority
(e.9., 66%, but it can vary) in a proxy vote.

K-1 Statement: This is the form that an MLP investor receives
each year from the partnerships that shows the investor's
share of the partnership's income, gain, loss, deductions, and

credits. The K-1 is similar to a Form 1099 that is received from
a corporation. The investor will pay tax on the portion of net
income that is allocated at his or her individual tax rate.

Publicly Traded Partnership (PTP): a master limited
partnership (MLP) or a limited liability company that has
chosen to be taxed as a partnership, which is publicly traded.
There are roughly 75 publicly traded partnerships and the
majority is involved in energy-related activities. Energy related
PTP's comprise approximately 85% of total PTP market cap,

with REITs making up the majorig of the 15% balance.

Qualifying Income: ln order to be taxed as a partnership, 90
percent of a PTP's income must be "qualifying income" every
year that it is a publicly traded partnership. Qualifying income
can include 1) interest 2) dividends 3) real property rents 4)
gains from the sale or other disposition of real estate 5) income
and gains from the exploration, development, mining, or
production, processing, refining, transportation, or marketing of
any mineral or natural resource 6) Any gain from selling or
disposing of a capital asset held for the production of any of the
types of income in numbers 1-5 7) Income and gains from
commodities, if buying and selling commodities is the PTP's
principal activity 8) Any income that would be qualifying income
for a regulated investment company (RlC) or real estate
investment trust (REIT).

10
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tlCiiCAN S'iANLTY Morgan Stanley ModelWare is a proprietary analytic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting
regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO
basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates eamings.

f@1 Modetware

Disclosure Section
.T.V.M. S.A., and/or

d15%t",J,ii""l'sJ"

ino comDanies that are the subiect of this reoort. olease see th" Moro"n
sc'losurds, or contact your inveStment repreientlative or [/organ Stan-ley
NY,10036 USA.

t
ct

about the comoanies and their securities discussed in this reDort are accuratelv exDressed and
t or indirect compensation in exchange for expressing specific recommendatioris oi views in this

cover page ofthis report are research analysts.

Global Research Conflict Manaqement Policv
Morgan Stanley Research has been publishedin aqcordance with-our conflict management policy, which is available at
wwf.morganst'anley.com/institutional/research/conflictpolicies.

lmportant US Requlatorv Disclosures on Subiect Comoanies
As df March 31, 2014, M6rgan Stadiey beneficially owned 1o/o or riore of a class'of common equity securities of the following companies covered in
Morgan Stanlei Research:-Chenierg Energy Inc.,'Oneok Inc., SemGroup Corp, Williams Compa4ies, Inc.Moroan Stanlev Research:
With'in the last 12 months.

Inc., SemGroup Corp, Williams Companies, Inc.
o-managed a public offering (or 1 zl4A offering) of securities of CenterPoint Energy, Inc,

nt bankino services from CenterPoint Enerov.
Inc., QueStar Corp., SemGroup Corp, Speciid

STOCK RATINGS

the

ss)

Global Stock Ratings Distribution
(as of March 31 , 201 4)

longside
cKs we
ive
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Coverage Universe Investment Banking Clients (lBC)
o/o ol % of% of Rating

Stock Rating Category Count Total Count Total IBC Category

OvemeighUBuy 1035 35% 354 38Yo 34Yo

EquahweighUHold 1286 43% 446 48% 35%
Not-Rated/Hold
UndenreighUSell
Total

Data include common stock and ADRS currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received
investment banking compensation in the last 12 months.

total retum ofthe analyst's industry (or industry team's) coverage universe,

average total return of the analyst's industry (or industry team's) coverage

bout the stock's total return relative to the averaoe total return of the
basis, over the next 1 2-1 8 months.

ge total retum of the analysts industry (or industry team's) crverage

rgan Stanley Research is l2 to 18 months.

Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the
relevant broad market benchmark, as indicated below.
In-Line (l): The analyst expects the performance of his or her industry coverage universe over the ne)tit 1 2-18 monhs to be in line with the relevant
broad market benchmark. as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 1 2-l 8 months with caution vs. the relevant
broad market benchmark. as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index,

Stock Price, Price Target and Rating History (See Rating Definitions)

99 3% 24 3% 24%
539 180/" 105 11% 19%

2.959 929
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lmportant Disclosures for Morgan Stanley Smith omers
lmpdrtant disclosures regarding the relationship betileen the compani-es that are th esearch and Morgan Stanley Smith Bamey LLC or Morgan
Stanley or any of their affiliates, are available on the Morgan Stanley Wealth Manag€ ww.morganstanley.com/online/researchdisclosures. For
Morgan Stanley specific disclosures, you may refer to www.morganstanley.com/researchdisclosures
Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Bamey LLC. This review and approval is conducted by the
same person who reviews the Equity Research report on behalf of Morgan Slanley. This could create a conflict of interest.

losures
PLC and its afiiliates have a siqnificant financial interest in the debt securities of CenterPoint Energy, Inc, NiSource, Inc., Oneok
Companies, Inc.

Morgan Stanley is not acting as a municjpal advisor and the opinions or views contained herein are not intended to be, and do not constitute, edvice within the meaning of
Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.
Morgan Stanley produces an equity research product called a "Tactical ldea." Views contained in a "Tactical ldea" on a particular stock may be contrary to the
recohmendati6risorviewsexpr'esdedinreseerchonthesamestock.Thismaybetheresultofdifferingtimehorizons,n'iethodologies,marketevents,iotherfactors For
all research available on a particular stock, please contact your sales representative or go to Matrix at http://M.morganstanley.com/matrix.
Morgan Stanley al on Matrix and also distributed elfftroni€lly by Morgan Stanley to clients.
Certain, but not lhrough third-party vendors or redistributed to clients through alternate electronic
means as a con se conlact your sales representalive or go to Malrix a[
http ://ww.morganstanley.com/matrix.

I

more Dersonalized seruice and Droducts to vou To find out more information about i
cookids see our Privacy Policy ind our Global Cookies Policy (http://w morganst
lf you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies please do not
access our researcn
Morgan Slanley Research does not provide individually
obiectives of those who receive it. Moroan Stanlev rso
seilk the advice of a financial adviser. The approfriaten
instru in Morgan Stanley Rese
some Research is nol an offer
tradin come from your investm
secur t indexes. ooerational or
otherrightsinsecurities/instrumentstransactions Pastperformanceisnotnecessarilyaguidetofutureperformance.Estimatesoffutureperformancearebasedon
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assumptions that may not be realized. lf provided, and unless otheMise stated, the closing price on the cover page is that of the primary exchange for the subject companys
securities/instrum ents
The fixe omists pr for the preparation of earch h on based
upon va lue of res ty or revenues (which trading itability or
revenue d Income strategists'or econom not link or capital
markets he profita particular trading desks

The "lmportant US Regulatory Disclosures on Subject Companies" section in
more of a class of common equity securities of the companies. For all other c
of less than 1 % in securities/instruments or derivatives of securities/instrument
Research. Employees of Morgan Stanley not involved in the preparation of Morgan
securities/instruments of companies mentioned and may trade them in ways differe
Morgan Stanley or associated persons.

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public infomation. Morgan Stanley makes every effort lo use reliable,
comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or infomation in Morgan Stanley
Research change apartfrom when we intend to discontinue equity research coverage of a subject mmpany. Facts and views presented in Morgan Stanley Research have
nol been reviewed by, and may not reflect infomation known to, professionals in other Morgan Stanley business areas, including invBtment banking personnel

Morgan Stanley Research personnel may.participate in company eve-nls such as site visits and are generally prohibited from accepting payment by the company of
associated expenses unless pre-approved by authorized members of Research management
Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

ToourreadersinTaiwan: Informationonsecurities/instrumentsthattradeinTaiwanisdistributedbyMorgan hinformationisforyour
reference only. The reader should independently evaluate the investment risks and is solely resporisible lor t nley Research mai not
be distributed to the public media or qudted or used by the public media without the express writtrin consent of tiesTinstruments that do
not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to trade in such securities/inskuments. MSTL may not
execUtetranSactionsforc|ientsinthesesdcUritiesiiriStruments.TooUrreadein
to, Morgan Stanley Asia Limited as part of its regulated activities in Hong Kong. lf you have any queries concerning Morgan Stanley Research, please contact our Hong
Kong sales representatives
Morgan Stanley is not incorporated under PRC law an report is conducted outside the PRC. Morgan Stanley Research does not constitute
an o-ffer to sell br the solicitition of €n offer to buy any esiors shall have the relevant qualificationS to invest in such securities and shall be
responsible for obtaining all relevant approvals, licens tions from the relevanl govemmental authorities themselves.

h accepts responsibility for its @ntents; in Auslralia to "wholesale
Ith Management Australia Pty Ltd (A.B.N. '19 009 145 555, holder
oy Morg:n Stanley & Co Internatidnal plc, Seoul Branch; in India
CbnaOdUy Morgan Stanley Canada Limited, which has approved

in

The infomation in Morqan Stanlev Research is beinq communicated bv Moroan Stanlev & Co. Intemational Dlc (DIFC Branch). requlated bv the Dubai Financial Seruices
Authority(theDFSA)'aidisdiredadatProfessiona|e|ientson|y,asdefnedb]ytheDFsA.Thefnancia|proddctsbrfinancia|se|c&towh|ch
be made available to a customer who we are satislied meets the regulatory criteria to be a Professional Client.
The information in Morgan Stanley Research is being communicated by Morgan Stanley E Co International plc (QFC Branch), regulated by the Qatar Financial Centre
Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail CustomeE as defined by the
QFCRA

within the scope of investment advisory

SllT'i'.T""i?""ff *?iiii'l,lJ#o"o
ctations 

make an investment decision by relying

The trademaIks and seruice marks contained in Morqan Stanlev Research are the DroDertv of their resDective owners. Third-oartv data Droviders make no waranties or
representations relating to the accuracy, completeneis, or timeliness of the data they prcvide and shall not have liability for any damagei relating to such data. The GIobal
Industry Classifi€tion Standard (GICS) was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley Research or portions of it may not be reprinted,
sold or redistributed without the written consent of Morgan stanley.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the wrilten consent of Morgan Stanley.
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Industry Coverage:Diversified Natural Gas

Company (Ticker) Rating (as o0Price' (04125120'11l

Stephen J. Maresca, CFA
CenterPoint Energy, Inc (CNP.N)

Cheniere Energy Inc. (LNG.A)

MDU Resources Grouo, lnc.
(MDU.N)
National Fuel Gas Co (NFG.N)

Nisource, Inc (Nl N)
Oneok Inc (OKE N)

QuestarCorp (STR.N)

Semcroup Corp (SEMG.N)
Spectra Energy Corp. (SE.N)
Williams companies, Inc (WMB.N)

E(11t15t20't1)
o (o1lo7l2o't4\
E (01/06/2011)

E (O1l't0l2012l
E (01/06/201 1 )
o (07t25/20131
E 102111t2013'
o (o4h0/2013)
E lo'to8t20141
o (11t10/2009,

$24.59
$55.95
$35 51

$73.06
$36 29

$62 8

$23.41

$64 59

$39,57
$42.2

Stock Ratings are subjoct lo chango Pl€ase s€e lalesl research [or eaoh @mpany
- Historical prices aro not split adjustod

@2014 Morgan Stanley
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NiSource Inc Nl +;r;r.;?**
'i"J pri." r"irv"tu" c"iJiiJi i,ry
36.29 uso 30.00 uso 21.00 usD

Ecoronic Moalfl f,lmt TBndil

Nanow Stable

Stawadship Moningsbr Crcdit lating

Standard BBB

Industy Group

Utiliries - Regulated

NiSource Reports Strong First-0uarter Results Vital Statistics

Market Cap (USD Mil)

52-Week High (USD)

52-Week Low (USDI

sz-Week Tolal Betum %

YTD Total Retum %

Last Fiscal Year End

5-Yr Forward Bevenue CAGB %

S-Yr Forward EPS CAGB %

Price/Fair Value

Valuotion Summary snd Forecasts

F scal Year 2012 2013

Price/Earnings 17 0 20.8

EV/EEITDA 9.9 11.2

EV/E8|T 15.2 17.0

Free Cash Flow Yield % -3.0 4.4

Dividend Yield % 3.5 3.0

Charles Fishman, CFA

Stml Analyst

charles lishman@morningstalcom

312{9&6523

The pr mary analyst covering this company

doss not own ts stock

Research as of30 Apr20l4
Estimates as oI21 Mar 2014

Pricing data trough 29 Apr 2014

ffati ng updated as oI 29 Apr 201 4

Currenwamounts ex0ressed with'$' are in

U.S. dollare {USD} unless otheNise donoted

Contrnts

Analyst Note

Morningslar Analyst Forecasts

Analyst Note 30 Apr 2014

N iSource reported 20'l 4 first-quarter operating EPS of $0.82

versus $0.69 in the same period lastyear. All three operating

segments posted strong results in the recently ended

quarter. Nisource reaffirmed its 2014 operating earnings

guidance of $1 61-$1 71 per share. We will llkely increase

our 201 4 EPS estimate of $1 .65 due to the very good first-

quarter results. We are reaffirming our fair value estimate

of $30 per share. 0ur narrow moat and stable moat trend

rating are unchanged.

NiSource management indicated that its 2014 capital

spending plan of $2.15 billion was on track. The only

material project news was that the additional long-term

gathering agreements were now in place that would allow

NiSource to begin building the gathering and compression

facilities for the Washington County Gathering Project in

western Pennsylvania. In addition, positive comments were

made about the probability of the Rayne/Leach Express

pipelines in Louisiana moving fonivard before the end of the

vear.

Financial Summery and Forecasts (USD i/ill
Fiscal Year 2012 2013 20t4lEl 201s(El

Bevenue 5,061 5,657 6,123 6,524

Hevenue YoY % -15 I 11.8 8.2 66

EBIT 1,039 1,126 1,269 t,388

EBIT YoY % 12.7 8.4 12.7 9.4

Net Income. Adjusted 437 494 526 572

Net lncome YoY % 12.4 13.0 6.5 8.8

Diluted EPs 1.46 1.58 1.65 1.78

Diluted EPs YoY % 7.9 8.3 4.6 8.1

Free Cash Flow 71 -37S -157 -390

Free Cash Flow YoY % 339.3 -637.2 -58.5 148.0

Htstoacal/4of€castdata so!rces are lvlo.ningstaf Estimates and may reflect adjuslmgnts

Profile

NiSource is one of the nation's largest natural gas distribution companies

with 3.4 million customers in Indiana, Kentuckv, Maryland, Massachusetts,

0hio, Pennsylvania, and Virginia. NiSoune also owns 15,000 miles ot

natural gas transmission pipeline, operates one of $e nation's largest

underground natural gas storage systems, and provides unregulated

midstream services in the growing Marcellus and Utica shale production

area. NiSource's electric ulility generates, transmils, and distributes

electrichy in northem Indiana

1 1,395

36.82

21.11

r9.7

1 1.9

31 Dec 2013

6.8

6.9

121

2014lEl 24158)

22,0 20.4

t0.8 9.9

t5.9 14.6

-5.0 4.6

2.9 3.0

s0l6ly h infomdifd @*s id hFeide !r€ ml s Otl€'r0
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NiSource lnc Nl,ri',i

Lsst Price Fairvalue

36.29 uso 30.00 uso

Considor Buy

21.00 uso

:**
Consider Ssll

40.50 usD

Ecotromic lf,ortil
Nanow

Sicwadship tonirgstarCredilRrting

Standard BBB

Itrdusty Grcup

Utilities - Regulated

Morn ingsta r Analyst Forecasts

Financial Sunmary snd Forecosts

tisGl Ymr Ends in Drember

Grwth (% YoYl

Revenue

EEIT

EBITDA

Net lncome

Diluted EPS

Earnings Before Interest, after Tax

Free Cash Flow

3-Year

Hi$ CAGB

4.1

6.8

3.9

t3.2

9.0

44
-237.7

201 I

-o.J

-4.0
'14.1

10.8
'10.4

-88.S

2012

-r 5.9

12.7

9.6

7,9

4.1

339.3

2013

1 1.8

8.4

6.4

13.0

83

-tu
-631 2

nl4
8.2

12.7

9.9

6.5

4.6

to 6
-58 5

5Yw
20t5 Pni AGB

6.6 6.8

9.4 9.8

9.3 8.9

8.8 90
8.1 69
4.7 80

148 0

ftofilability

0perating Margin 7o

EBITDA Margin 7o

Net Margin %

Free Cash Flow Margin %

Botc %

Adjusted ROlc %

Return on Assets %

10.0 10 6

18.6 15.3

28.7 24.3

7.9 6.5

-1.7 0.3

7.6

201r

t9 tc

5 Y@I

2015 Proi. Avg

21 3 21.9

31.4 32.0

8.8 9.1

-6.0 -2.9

7.2 7.2

9.2 90
2.2 23
9.2 94

3-Year

Hist Avg 20r3

19.9

30.1

8.1

-o. I

6.9

91

?4

9.3

2014

20.7

30.6

8.6

-2.6

7.4

9.7

22
6d

2012

205

31.6

86
1.4

7.5

10.2

2.0

7SBeturn on Eouitv % 7.7 6 0

LeveEge

Debt/Capital

Total Deb1/EBITDA

EBlTDAy'lnterest Expense

3-Year

Hirt Avg

0.60

J,1J

3.94

2011

0.6r
q rq

3.88

20t2

0.59

5.06

3.83

ml3

0.60

5.19

4.11

2014

0.61

5.21

4.03

,Yeil
2015 hoi. Avg

0.63 0.62

5.26 5.10

3.99 4 07

Valuation Sumnary and to.ecasts

Price/Fair Value

Price/Earnings

EV/EBITOA

EV/EBIT

Free Cash Flow Yield %

Dividend Yield %

2412 2013 2014lEl

1.00 1.22

17.0 20,8 22.0

9.9 11.2 10.8

15.2 17.0 15.9

-3.0 -4 4 -5.0

3.5 3.0 2.9

Discounted Gash Flow Valuation

Present Value Stage I

Present Value Stage ll

Present Value Stage lll

FimVal!8 Per Share
USD [/rl (%) Value

-816 -4.5 -2 ss

1,359 7.5 425

17,61 r 97.0 55 12

20tslE)

20.4

99

146

-4.6

3.0

100

5.0

6.7

35.0

1.0

875

ta

Total Fim Valuo

Cash and Equivalents

Debt

Preferred Stock

0ther Adiustments

1E,1S

70

-8,834

35

r00t) 55.82

0.22

-21.65

0.r 1

Key Valuation Drivers

Cost of Equity %

Pre-Tax Cost of Debt %

Weighted Average Cost of Capital %

Long-Run Tax Bate %

Stage ll EBI Growth Fate %

Stage ll Investment Fate %

Perpetuity Year

Additional estimates ild scenarios milable for dMload at http://selm momingsbr.mn

Equilyvalue 9.t125 29.50

Projected Dlluted Shares 320

Fair Vrlua psr Share {tJSD}

Ihe data in the table abwe reprcsent bfierase forscasts in the comparyS repofrng
cunmqy as ot lhs beginning of he cureil year 0u tair mlue estimate may differ Im the
equity valuo per share $M abm d@ b our tim Elue 0f money adjustrnert ad in dss
whue probability{sightod $enario mlysis is perfomed

@Mrnhgsbr2014 AlHrghbnesd,Morningnd'sCreditRatins&fle$rtrirprodcddofl6e(
l-Nnsfl0'l hks ffierSse Fo$ded n a We aorslm€nl p may us€ hk repod only in h corty
rolely for nlomhond @@ses and therefor€ 16 mt an offfl b hry or sell a iftd$ and ar€

Inc,s{ichasnotregNleredshhUS SecrilresdEtrlEngeCmmissionftaN;lonallyRecognhdStathlidndngftg.ntr.nm Pag€20f 6
dtu, dlFss and odnims rcs€nt€dhsEin do notcon*rture iMtM#ce..re rcvi&d

rqesedr€.!oithedaletriftnildarerutiecrnchangewiMmdce Ereptrs0h€rui!€
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Last Pricc tair V.lue Considsr Buy Comider Sell Uncenainty

36 29 usD 30.00 usD 21.00 usD 40.50 uso Medium

EmnonicMoalil mMtTEndil StewardshiD

Narrow Stable Standard

MorningstarGreditRating IndustyGroup

BBB Utilities - Reoulated

Morningstar Analyst Forecasts

Incone Statement {USD Mil}

Iiscal Year Ends in Decembcr

Revenue

Cost of Goods Sold

Forecast

2013 2A14 2015

5,557 6,'t2i 6,n4
2011

6,019

2,556

2412

5,061

1 542 1,816 2.023 2.109

Gross Profit

Selling, General & Administralive Expenses

Other 0perating Expense {lncome)

Other 0perating Expense (lncome)

Depreciation & Amoftization (if rep0rted separately)

3,/tGl

1.123

2S5

-tc

538

3520

1.663

288

562

3,W

1,874

301

-36

571

4,rN 4,415

1.976 2,n1

n7 307

-45 -49

643 658

0pelstinq lncone {ex chorges}

Restructuring & Other Cash Charges

lmpairment Charges (if reported separately)

0ther Non-Cash llncomel/Charoes

1,039 1,126 ,269 1,:t88

11 -4 -18

465

5

317

w

308

wlt

283

tsil

262

626

716

46t

toJ

-566-
35

ltlet lncome

Weighted Average Diluted Shares 0utstanding

5n

321

v6

319

5U

Jtq

416

300

299

289

Diluted Earnings Pe1 Share

Adiusted Net Income

t78

?/l

t65

526

170

494

139

437

1m

389

Diluted Eamings Per Sharc (Adiustedl

Dividends Per Common Share

EBITDA

Adiusted EBITDA

135 1.46 158 ,.65 ,.78

0.92

1,443

1,{60

094

1,6115

1.601

0.98

1,121

1.703

1.ffi

L&n U46
1,872 2,W

0porating Income (incl charges)

Interest Expense

Inlcrest lnnome

905 1,043

418

?

I,143

415

?4

t269 t,w

513

5

Pre-Tax lncome

Income Tax Expense

other AfterTax Cash Gains (Losses)

Other AfterTax Non-Cash Gains (Losses)

{l\,4inority Interest)

{Prelered Dividendsl
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Irst Prico FrirValue Gonsider Buy

36.29usD 30.00us0 21.00usD

Comider Sell Unccilrinly Econmic luortil
40.50us0 Medium Narrow

MootTcndfl Slewrrdship

Stable Standard

lloningElar Clrdit Rltirg Industy Glorp

BBB Utilities - Reoulated

Morningstar Analyst Forecasts

Balance Sheet {USD Mil)

Fiscal Year Ends in Decemb€r

Cash and Equivalents

lnvestments

Accounts Receivable

Inventory

Deferred Tax Assets lcurrent)

Other Short Term Assets

201r

172

855

566

DCC 750750618

2012

83

907

496

866

h.ar.<l

20t3 20t4 2015

35 199 t60

1,006 1.090 t,t62

500 554 578

Gunent Assec

Net Property Plant, and Equipment

Goodwill

Other Intangibles

Deferred Tax Assets {LongFTernl

other LongTerm Operating Assets

Long-Tem Non-0perating Assets

2248

11,800

3,677

?98

2,685

2&

12,916

3,677

287

2,613

al53

14,365

3,666

2t6

2,r88

25!X z6n

15,843 17,259

3.666 3.666

276 276

2,ffit 2,689

Total Assets

Accounts Payable

Short-Term Debt

Defened Tax Liabilities (Cu(entl

other Short-Term Liabilities

m,7B

435

1,687

1,525

21,W

539

1,2U

1,419

?z,6il

61S

1,241

r,3r9

24,g4tt 26,W

690 719

1.250 1,250

1,5M 1,500

Curent LiabilitiGs

Long-Term Debt

Deferred Tax Liabilities {Long-Term)

other Long-Term Operating Liabilities

Long-Term Non-0perating Liabilities

3n46

6,267

2,542

3,256

33(E

6,819

? OF?

J,Z tO

3,178

3,278

2,718

3.4/A' tffi

8,500 9,500

3,632 3,963

3,252 3.236

Total liabililies

Prefered Stock

Common Stock

Additional Paid-in Capital

Retained Earnings (Def icit)

{Treasury Stockl

other Eouitv

r5,711

3

4,168

s17

-31

-60

162C1

3

4,598

1,060

4',|

{6

16,76t

3

4,6S0

1,286

49

4

,8,Ut fr,tN

21

4,725 4,760

t,486 1,7t7

49 49
49 -54

Shareholde/s Equity

Minority Interest

r,997 5.Sl 5l8t artT a3n

Totrl Equity 4,99t 5,554 5,887 6,3796,n7
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Fak Value Consider Buy Consider Sell Uncertainty

30.00 uso 21.00 uso 40.50 usD Medium

EconomicMostil MoatTrerdril Slswardship

Narrow Stable Standard

Mornirgstar Credit Rating Industry Group

BBB Utilities - Reaulated

last Price

36.29 usD

Morningstar Analyst Forecasts

Gash Flow (USD Mil)

Fiscal Year Ends in December

Net Income

Depreciation

Amortization

Stock-8ased Compensation

lmpairment of Goodwill

lmpairment of Other Intangibles

Defered Taxes

Other Non-Cash Adjustments

{lncreasel Decrease in Accounts Beceivable

llncrease) Decrease in Inventory

Change in other Short-Term Assets

Increase {Decrease) in Accounts Payable

Change in other Sh0rt-Term Liabilities

201 l

299

538

39

178

211

220

-142

-274

-1 55

2012

416

-Jl

62

157

57

2015

572

201 4

526

2013

532

562 511 603 658

45 51 49 53

;;;;
25 -65

-24

29

-95

-9

81

68

-85

-54

132

/l
t8l

Cash From 0porations

(Capital Expenditures)

Net (Acquisitionsl, Asset Sales, and Disposals

Net Sales lPurchases) 0f Investments

Other Investing Cash Flows

920

-1,125

9

-34

1,264 1 qzl

-r,499 -1,880

26 18

51 -148

t,5t4

2,081

160

1,549

-2,074

-143

-l,149

21

-258

_23

541

314

-2t3

-582

656

36

-306

-78

154

-2,2r6

35

1,0m

-53

35

326

I
907

-49

Cash Fron Finoncing

Exchange Rates, Disc0ntinued 0ps, etc. lnet)

Net Chenge in Gash 3l

Gash From Investing

Common Stock lssuance (or Repurchase)

Common Stock lDividends)

Short-Term Debt lssuance {or Betirement)

Long-Term Debt lssuance (0r Retirement)

Other Financing Cash Flows

-1,C22 .2,010 -r.91
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comply with the CFA Institute s Code 0f Ethics and Standards

of Professional Conduct and 2) Equity Analysts'

compensation is derived from Morningstars overall earning

and consists of salary, bonus and in some cases restricted

stock; however Equity Analysts are neither allowed to

paftlcipate directly or try to influence Morningstars

investment management groups business arrangements

nor allow employees from the investment management

group to participate or influence the analysis or opinion

prepared by them. Further information on Morningstars

conflict of interest policies is available from http://global.

morningsta r.com/equityd isclosu res

Unless othenruise provided in a separate agreemenl, you

may use this report only in the country in which its original

distributor is based. The original distributor ofth is document

is Morningstar Inc.. The information contained herein is not

represented orwarranted to be accurate, correct, complete,

or timely. This report is for information purposes only, and
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security. Redistribution is prohibited without written

0ermtsst0n.

@ 2014 Morningstar. All Rights Reserved. Unless stated

otherwise, this report was prepared by the person(s) noted

in their capacity as Equity Analysts employed by

Morningstar, Inc., including its global affiliates. lt has not

been made available to the issuer orior to oublication.

The Morningstar Rating for stocks identifies stocks trading

at a discount or premium to their intrinsic value. Five-star

stocks sell for the biggest risk-adjusted discount whereas

one-star stocks trade at oremiums to their intrinsic value.

Based on a fundamentally focused methodology and a

robust, standardized set of procedures and core valuation

tools used by Morningstars Equity Analysts, four key

components drive the Morningstar Bating: 1. Assessment

of the firm s economic moat. 2- Estimate of the stock s fair

value, 3. Uncertainty around that fair value estimate and 4.

Current market price. Further information on Morningstar's
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It has not been determined in advance whether and in what
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the financial products that are the subject of the research
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Jefferies

HOtD
Price target $34.00

Price $35.72

April2,

Key Takeaway

Nl has a prime midstream footprint in one of the nation's most productive
baslns with access to markets from the Gulf Coast to New England. lt
<ompliments this with a gas distribution presence across the Midwest and
Mid-Atlantac and an electric utlllty In northern Indiana. Nl offers a secure,
regulated, long-term growth proflle, but shares are largely reflective offrrture
prospectr at current levels. We are initiating with a Hold & 134 price target.
Premium midstream footprint. Nl's midstream segment, Columbia Pipeline Croup
(CPG), owns and operates several major pipeline systems that traverse the Northeast
oroduction basins and serve 16 different states. CPG also owns and ooerates the Columbia
Culf Transmission system, a 3,400 mile pipeline that connects Marcellus and Utica
production to markets on the Gulf Coast. CPG has announced -$1 .68 in ongoing or planned
growth proiects through 2O17, which we believe will help NiSource generate growing
returns over the next several years.

Modernizatlon Programs. Nl has a large and unique opportunity across its regulated
businesses to Dursue various oioeline modernization & infrastructure reolacement
programs. Nl has a -$300mm/yr modernization program at CPG, a -$500mm/yr
replacement program at its gas LDCs, and a 7-yeat, $1.1 B modernization program at its
electric utility. Each of these programs have the potential to earn up to their respective
jurisdictional returns and represent a large growth opportunity for Nl over the next decade.

Potential fot an Nt MLP. Nl mgmt has indicated a $400-$500 million equity need in
mid-2015 given its targeted capital spending plans and the company's existing leverage
characteristics. With a host of MLP-suitable assets within its portfolio & significant long-dated
infrastructure investment opportunities, mgmt may consider the creation of a midstream
MLP to fill the Nl equity need and fund future expansions. We believe the MLP option is

highly likely and makes sense given Nl's collection of businesses, their growth inventory,
and the robust valuations currentlv ascribed to midstream MLP assets,

Valuation/Rlsks
Our $34 Nl price target is derived via a combination of Discounted Cash Flow (DCF), Sum-
of-the-Parts (SOTP), and targetyield approaches. Deviations in our assumptions regarding
rate case outcomes, interest rates, and capital costs could alter our cash flow assumptions.
Similarly, proiect execution and regulatory treatment could impact our outlook.
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Flnancial Summary
Net Debt (MM):

Net DebVCapital:

Dividend Yield:

s8,807.2
s9.996

2.a%o

Market Data
52 Week Range: s36.82 - 527.11

Total Entprs. Value (MM): $20,051.9
Market Cap. (MM): $11,244.7
Shares Out. (MM): 3f 4.8

';

i

Float (MM):

Avg. Daily Vol.:

311.4

2,071,929

Chrlstopher 5l9hlnolfl, CFA *

Equity Analyst
(212) 7 07 -6420 csighino@lefferies.com

Ch?lstopher Tillett *

Equity Associate
(21 2) 28 4 - 4 697 .tillett@jef f eries.co m

Corey Goldman *

Equity Associate
(212) 284-3411 caoldmal @iefferies.com

* lefferies LLC

USD

Cons. EPS

DPS

EBITDA(MM)

2013A

0.98

1,729.4

2{)14E

1.68

1.O2

1,466.3

201 5E

1.78

1.O7

2,O85.4

Prev. 2O16E

-- l.9l
__ 1.13

__ 2,229.3

Pr":...

.':

l::::
'''''':

Ptev. Price Performance

40

EP5

Mar

lun

Dec

FY Dec

0.69

o.23

016

o.46

154

o.71

o.23

o.17

0.55

167 1.88

APR-13 AUG.13 NOV-13 MAR.14

lefferies does and seeks to do business with companies covered in its research reports. As a result, investors should be aware t conflict
of interest that could affect the obiectivitv of this reoort. Investors should coniider this reDort as onlv a sinole factor in ma ecision.
Please see analyst certifications, importani disclosunj information, and information regarding the statds of no'n-US analysts o report.
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Initiating Coverage

April 2,2014

NiSource, Inc. (Nl)

Hold: $34 Price Target

Scenarlor

Target Investment Thesis

. Infrastructure modernization programs to
generate steady growth & returns across

all segments over the next decade

. Multiple growth projects in midstream

segment add to overall Utica/Marcellus

takeaway capacity; proiects are delivered

on time and on budget .
. High potential for midstream MLP creation, .

though economics not part of formal

model

. 201 5 EPS: $1 .88; 2Q15 dividend:

$0.26lshare; Target Price $34

Upside Scenario

Midstream growth projects come online
ahead of schedule, under budget, and
with above-forecast initial utilization rates.

booti ng retu rn characteristics

Population growth in LDC service

territories trends above our forecasts

More favorable regulatory outcomes

Extreme winter (cold) and summer (hot)

weather oatterns create conditions for
added cash flow generation

201 5 EPS: $1 .95; 2Ql5 dividend:

$O.27lshare; Target Price: $38

Downside Scenario

. Expansion proiects presently in execution
incur cost overruns & imolementation

delays, crimping returns

. Adverse rate case outcomes and an

inability to earn authorized ROE levels

' Mild weather, limiting opportunities to
generate surplus cash flow

. Rising interest rates crimp cost of capital,

& target yield expectations.

. 2015 EPS: $1 .25; 2Q1 5 dividend:

$0.25lshare; Target Price: $28

:{
*llr
F
ozo
Sln
E

Long Term Analysis
Historical Dividend Yield Long Term Financial Model Drivers

LT Earnlngs (AGR 7.O9b

S-Year Dividend CAGR 5.59b

Earnings Payout Ratio -55-6{}96
Terminal Cash Flow Growth Rate z.OVo

Other Considerations

While we have not formally modeled a

NiSource MLP into our assumptions, we

believe it is highly likely and expect an

announcement in 3Q14. We would
expect the MLP to house -$1oomm in

initial annual EBITDA with latergrowth
coming f rom dropdowns, modernization
programs, and organic expansion
proiects.

Source: Factset, lefferies estimates

Peer Group
2Q15 Dividend Yield Group EV / 2OI4EEBITDA Recommendation / Price Target

Tlcker Rec.

NI

STR

ucl

Hold

Hold

NC

Hold

Hold

534

$3s

NC

$24

$43

lNl ESE tsRE lsTR ruc:

Source: Factset, lefferies estimates

. Nl * St . Sn€ .1TR r ocl

Source: Factset, refferies estimates

Catalysts

. Announcement of formation of an MLP

. Project in-service announcements and the
repopulation of expansion growth backlog

. Periodic regulatorydecisions; extension of
midstream modernization programs to 10+

years

. Dividend raises (we anticipate increases in

paid dividends will occur in 3Q each year)

\ page 2 oi 22

Please see important disclosure information on pages 1 7 - 22 of this report

Company Descriptlon
NiSource, Inc. (NYSE: Nl) is a diversifiej energy holding company whose subsidiaries provide

natural gas, electricity, and otherenergy products & services to nearly 4 million US customers.

The Company operates through three segments: Cas Distribution, Cas Transmission and

Storage, and Electric. The Cas Distribution operations provide natural gas seruice and

transportation for residential, commercial and industrial customen in Ohio, Pennsylvania,

Virginia, Kentucky, Maryland, Indiana and Massachusetts. The Cas Transmission and Storage

segment offers gas transportation and storage services for Local distribution companies,

marketers and industrial and commercial customers located in Northeastern, Mid-Atlantic,

Midwestern and Southern states. The Electric Operations segment provides electric service in

various counties in the northern part of Indiana. NiSource was founded in 1 987, is incorporated

under the laws of the state of Delaware, and is headquartered in Merrillville, lN.

Chrfslophe? Sfghlnolfl, CFA, Equity Analyst, (212) 707-6420, csighino@iefferies com

Jefferies
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Executive Summary
We are Inltiatlng coverage of NiSource, Inc. (NI) with a Hold ratlng and a 134
prlce target. Nl has a prime mldstream footprlnt In one of the natlon's most
productlve baslns wlth access to markets from the Gulf Coast to New England.
It compllments this with gas distribution operations across the Midwest and
Mid-Atlantic and an electric LDC in northern Indiana. NlSource ls In the
beglnnlng stages of large Infrastructure modernizatlon programs across lts
businesses, which we believe will continue to spur growth for years to come,
however we feel these opportunltles are well understood and prlced-in at
current levels. Our Inv€stment thesls Includes these key polnts:

Premium mldstream footprlnt. NiSource's midstream segment, Columbia Pipeline

Group (CPG), owns and operates several major pipeline systems that traverse the
Northeast production basins and serve 16 states and the District of Columbia. CPG also

owns and operates the Columbia Gulf Transmission system, a 3,400 mile pipeline that
connects Marcellus and Utica oroduction to markets on the Gulf Coast. Nl has announced

-$1 .68 in ongoing or planned growth projects at this business through 2017, which we
believe will help NiSource generate growing returns over the next several years.

Huge backlog of modernlzatlon programs. NiSource has a large and unique
opportunity across its r€ulated businesses in the form of various pipeline modernization

andinfrastructurereplacementprograms. Inlanuary20l3,NisourceandFERCagreedto
a s-year settlement on a $3Oomm/yr systematic infrastructure replacement program on
the Columbia Gas Transmission system. Infrastructure replacement programs also exist at

each of the gas LDC's and total more than -$500mmiyr, while Nl's electric utility has a 7-
year, $1.1B modernization program. Each of these programs have the potential to eam up
to their respective jurisdictional returns and represent a large growth opportunity for Nl

over the next decade.

MLP pot€ntial already reflected ln share prlce. NiSource management has been

fairly public about the need for a $400-$500 million equity raise in mid-2015 given the
level of capital spending expected over the next several years. With a host of MLP-suitable

assets in the portfolio and significant long-term infrastructure investment opportunities,
management may consider the creation of an MLP to fill the equity need and fund future
expansions. We feel the MLP option is highly likely and would make sense within
NiSource's collection of businesses, but our analysis indicates the market has already
priced this possibility into Nl's share price.

Valuation
Our $34 Nl price target is derived via a combination of Discounted Cash Flow (DCF),

Sum-of-the-Parts (SOTP), and target yield approaches. With heavy midstream investment,
large modernization programs, and buildout of the electric utility, we are forecasting EPS

& dividend CACRs of -7.O% and -5.5%, respectively, through 2018. At current levels, we
feel shares are fairly valued and are initiating coverage with a Hold.

Risks
Deviations in our assumptions regarding rate case outcomes, interest rates, and capital

costs could alter our cash flow assumptions. Similarly, pro.iect execution and regulatory

treatment could imoact our outlook.

Chrfstopher Sfghlnolfi, <FA, Equity Analyst, (21 2) 707-6420, csighi^o@iefferies.com rr?/ r

Jefferies
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Chart l: Fl4E EBIT Composition

Sou rce: lefferies estimates

Exhibit 2: CPG
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Company Background & Asset Profile
Nisource, Inc. (NYSE: Nl) is an energy holding company whose subsidiaries consist of

regulated energy providers serving the Midwest and Mid-Atlantic regions as well as a
natural gas midstream operator with a large pipeline footprint across the Marcellus and

Utica shales. Organized under the name NIPSCO Industries, Inc. in 1987, NiSource

changed its name in 1999 and now serves some of the nation's most dynamic energy

markets with services in natural gas transmission, storage, and distribution as well as

electricity generation, transmission, and distribution. NiSource serves over 3.8 million
customers in the eastern United States.

NiSource reports results in three segments: Columbia Pipeline Croup, NiSource Cas

Distribution, and NiSource Electric Operations. The company's headquarters are in
Merrillville, lN.

Segment Overview
Columbia Pipeline Group
The Columbia Pipeline Croup (CPG) segment transports and delivers large volumes of
natural gas to LDCs and other industries across 16 states and the District of Columbia.

CPC owns and operates nearly 15,000 miles of pipeline as well as one of the nation's
largest underground storage facilities at a capacity of -650 Bcf. CPG's three principal

subsidiaries (Columbia Gas Transmission, Columbia Culf System, and Crossroads

Pipeline) own and operate interstate pipelines across the eastern seaboard from Texas to
New York.

Cofumbia Cas Transmission moves an average of 3 Bcfld of natural gas through 12,000
miles of pipelines and 92 compressor stations in I 0 states.

(hrfstophei Slghlnolfl, CFA, Equity Analyst (21 2) 707-6420, csighino@jefferies.com

Exhibit l: Nitource Organizational Structure

22 of this report. Jefferies
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The system also includes 37 storage fields with 650 Bcf of total storage capacity.

Columbia Gas Transmission's customers include LDCs, power generation facilities, energy

marketers, and other industrial and commercial end users.

Columbia Gulf Transmission is an interstate pipeline system with roughly 3,400 miles of
pipeline and 1l compressor stations. Columbia Culf is connected to nearly every major
pipeline system on the Culf Coast, providing significant access to a variety of natural gas

markets.

Crossroads Pipeline is a 200-mile interstate pipeline across Ohio and Indiana with
interconnects to Natural Gas Pipeline Company of America, Trunkline Gas Company,
Vector Pipeline, and Panhandle Eastern which allow for service to supply areas in the Mid-
Continent, Rocky Mountains, Culf Coast, Permian Basin and Canada.

The company also participates in a number of storage and transmission lVs across the

Marcellus. Hardy Storage Company is a joint venture between CPC and Piedmont Natural

Gas with a working storage capacity of 12 Bd in West Virginia. Millennium Pipeline, a

venture with National Crid and DTE Energy, is a 182-mile pipeline across New York State

delivering 0.53 Bcf/d to Northeast markets.

Growth Projects & Modernization Program

Pipeline Modernization - In january 2013, NiSource and FERC agreed to a S-year

settlement on a systematic infrastructure replacement program on the Columbia Gas

Transmission system. The capital spending for the program is expected to be

-$300mm/yr and began in 201 3. During the 4Q13 earnings call, management noted that
recovery on 201 3 spending will begin on Feb. 1 , 2O14 and that investors can expect an

additional $300mm/yr till 2018. Management has also noted that there is potential to
expand this program, which generates a steady, regulated return on NiSource's pipeline

system.

Pennant Midstream - The Pennant Midstream project is a joint venture with Harvest

Pipeline Company (an affiliate of Hilcorp Energy) to build an NGL pipeline as well as

gathering & processing facilities in the Utica shale region of East Ohio. The NGL pipeline

will connect the Hickory Bend processing facility to the UEO Kensington facility at a

capacity of 90,000 Bbl/d. Projected in-service on this pipe is the third quarter of 2014.

The gathering & processing assets will have capacity for 600 MMcf/d of gathering and

200 MMcf/d of processing. These assets began providing service in December of 2013,

and given similar assets in the region, we expect the facilities to ramp slowly to full
service. Management has also indicated there is room for expansion on these assets, and

the total project costs are expected to reach $3Z0mm, $l85mm of which will be paid by

Nisource.

Cameron Access - Once completed, Cameron Access will connect NiSource's Columbia

Culf pipeline to Sempra's Cameron LNC terminal on the Culf Coast. This facility received

DOE approval for LNC exports in February 2014, and NiSource expects its pipeline to be

operational by the end of 2017. The project is expected to be able to transport 800

MMcf/d of gas from numerous supply basins to the export terminal and should cost

-$300mm; management announced on the most recent earnings call that CPC has

already entered into binding precedent agreements for this project.

West Side Expanslon - The West Side Expansion project is a -$200mm investment

expected to bring an additional 500MMcf/d of capacity on NiSource's Columbia Cas

Transmission system to transport Marcellus gas to markets on the Gulf Coast. The

anticipated f ull in-service date on this project is 4Q'14.
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East Side Expanslon - The East Side Expansion project is a -$275mm investment to
provide an additional -3lSMMcfid of capacity on NiSource's Columbia Gas Transmission

system to move northern Marcellus supplies to Northeast and Mid-Atlantic markets.

Management expects this proiect to be fully in-service by the second half of 2015.

Rayne-Leach Express - The Leach Express and Rayne Express projects will connect
shale production to markets along the Columbia Cas (Leach) and Columbia Gulf (Rayne)

systems, and are expected to provide a combined 1.8 Bcfld of incremental capacity.
NiSource completed a successful non-binding open season for these projects and is

currently in talks to find anchor shippers on the new capacity. Given the lack of transport
capacity out of the Utica/Marcellus region, we expect that the open season on this proiect

resulted in capacity oversold by -3x-4x. Rayne-Leach, along with the West Side

Expansion, will ultimately render the Columbia Culf pipeline bidirectional, and given the

-125-mile greenfield expansion necessary to complete the proiect, we're anticipating an

early-2018 completion and in-service date for the expanded capacity.

Valuation

We calculate a -$5.5B enterprise value for the Columbia Pipeline Group based on an

11.0x multiple on our 2015 EBITDA estimate of $589mm. We base our multiple off the
1 6.8x EV/EBfTDA average of ACMP, MWE, and SEP then apply a -35% statutory corporate
tax rate to arrive at -1 1 .0x.

What About a NiSource MLP?
NiSource management has been fairly public about their need for a $400-$500 million
equity raise in mid-2015 given the level of capital spending they expect over the next
several years. With a host of MlP-suitable assets in the portfolio, management continues
to field questions about supplanting the equity raise with the formation of an MLP. On
the 4Q13 earnings call, when an analyst asked about the potential for an MLP at Nl's
pipeline business, CEO Bob Skaggs responded:

"We still consider the MLP vehicle to be very viable for NiSource. lt's o vioble

opproach, o vioble option. We continue to closely study it, closely work the

considerotion among the monogement team, but also the boord ... We continue to
indicate to you and others to expect d decision circa third quofter of 2014. And l'd
just make the observotion, not coincidentolly that's obout 9 months to 12 months

in odvance of when we believe we'll need equity or on equity olternotive in 2015."

We feel the MLP option is highly likely and would make sense within NiSource's collection

of businesses for a number of reasons.

. Valuatlon & Equity need - MLPs are currently trading at premium EV/EBITDA

multiples - we estimate Nl's implied 2015 EV/EBITDA at -10.3x, whereas the
average among diversified non-MLP companies under our coverage is showing

-8.5x EVl2015e EBITDA. More importantly, at current multiples, Nl could
presumably raise the stated equity need on much less expensive turns by going

the MLP route. We calculate an MLP to be worth -$3-$5/sh to Nl's SOP value
after adjusting for the EBITDA that would presumably be dropped from Nl to a

partnership; however, our SOP remains unchanged in aggregate at -$3O/share.
We think this implies the market is already attributing an MLP to the stock today.

. External Flnanclng, lnternal Control - We assume that, were NiSource to
form an MLP, they would retain the General Partner (GP) interest in the
partnership. Since it is tlre responsibility of the GP to oversee operations at the
MLP and make managerial decisions for the entire partnership, NiSource would
retain absolute control over its pipeline assets while financing their growth via a

ChrfrtopherSfghlnolfi,CFA,EquityAnalyst,(2'12)7O7-6420,csighino@lefferies.com..,.:;.:;i*,;:niil.
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third party. For more information on the structure and economics of MLPs,

please see our Trends With Benefits MLP Primer.

. Grou^h - NiSource has provided a clear line of sight to the growth backlog at
its midstream business. In addition to the -$600mm in announced growth
projects, NiSource's 5-year, $300mm/yr modernization program is a one-of-a-

kind opportunity that allows Nl to earn a regulated return on its sizable

investment. Management has indicated it is happy with this arrangement and
would like to extend the agreement beyond the five year period; should the
program be extended, it could provide a direct path for continued EBITDA and

distribution growth at a potential MLP. Nl is also in the process of building
gathering & processing capacity in the Marcellus through its JV with Hilcorp. We

believe additional processing trains could be announced in the future, further
extending the growth backlog.

. Rctain Upside Economics - as the pipeline assets grow and perform, and

MLP distributions rise through the CP Incentive Distribution Rights (lDR)

structure, NiSource would receive incrementally more cash flow from those

assets over time. This structure allows Nl to retain much of the benefit of the
long-dated upside potential without having to finance growth entirely on its

own. f n our analysis, we assume GP cash flows can grow as fast as -200Volyr
from 201 6-201 8.

. Assets - CPG's large pipeline network criscrosses two large, low-cost
producing basins in the Marcellus and Utica. They also own one of four major

natural gas pipelines connecting the northeast to the Gulf Coast in the

Columbia Culf System (the others being Spectra's Texas Eastern Pipeline,

Williams' Transco Pipeline, and Kinder Morgan's Tennessee Pipeline). With a

direct link to Culf Coast demand and export facilities and relatively few
inexpensive alternatives, the Columbia Culf System is in a position to benefit

substantially f rom growing northeast production.

How Mlght a NlSource MLP be structured?

Given the estimated $400-$500mm equity need and our assumption that a high-class

MLP such as this would price with a -14.5x EV/EBITDA multiple, we forecast Nl would
need to float just -$33mm in initial public EBITDA for an MLP ($33mm x 14.5 =
$480mm). In order to reduce confusion on multiple asset drop-downs and varying

degrees of ownership interests, we believe NiSource could foreseeably consolidate its
pipeline ownership interests into a single LLC entity, then drop the necessary EBITDA into
an MLP. We believe it would make sense to drop CPC into a potential MLP on a

percentage-of-assets basis over time rather than drop specific assets in a piecemeal

fashion. The only real assets residing within the MLP would then be the ownership
interests in this pipeline LLC. lt is our belief that Nl would only need to drop -15% of the
total cPG 2015E EBITDA into the MLP while retaining -7OVo of the limited partner unit
float in order to offset any potential tax leakage that may occur (see Exhibit 4).

NiSource Gas Distribution
NiSource Gas Distribution (NCD) provides supplies of domestic natural gas to more than
3.3 million residential, commercial, and industrial customers through 60,000 miles of
pipeline and related facilities. NiSource owns various subsidiaries which operate
independently within each state: Columbia Gas of Kentucky, Columbia Gas of Maryland,

Columbia Gas of Massachusetts (formerly Bay State Gas Co.), Columbia Gas of Ohio,

Columbia Cas of Pennsylvania, Columbia Cas of Virginia, and NIPSCO (Northern Indiana
Public Service Co.). NIPSCO is an Indiana utility and provides both natural gas and
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electricity distribution services to the northern part of the state. NiSource's Gas

Distribution segment is collectively one of the largest distributors in the United States with

-3.3 million customers across seven states. fu of the end oI 20'13, nearly 3.1 million of

NGD's 3.3 million customers were residential rate payers, though this group

compromises only -30% of total volume. Industrial users comprise only -8,000 of NGD's

customers but represent nearly 50% of total gas volumes sold. Commercial customers

comprise the remaining -200,000 customers and -207o of sales.

Modernlzation ProgramJ & Rate €ases

NCD has a remarkable platform for sustainable earnings growth through its varied

infrastructure replacement programs across its seven iurisdictions.

Kentucky (-$2OOmm rate base) - Columbia Gas of Kentucky has a long

term infrastructure replacement program of $10-$15 million per year that is

tracked with annual tracker filings; the authorized ROE for Columbia Gas of

Kentucky is -1 0.5%o.

Maryland (-$6omm rate base) - Columbia Cas of Maryland has a long

term infrastructure replacement program of $5-$10mm per year that is

recovered via rate case filings with make-whole filings for up to three

subsequent years from the initial filing. Columbia Gas of Maryland's authorized

ROE is 9.5%.

Massachuretts (-$5OOmm rate base) - Columbia Gas of Massachusetts

(formerly Bay State Gas Co.) has a long term infrastructure replacement
program of $20-$25mm per year that is tracked with annual filings. Columbia

Gas of Massachusetts iust had a rate case approved in late February that allows

for a rate increase of $19.3mm and an authorized ROE of 9.55%. This case will
be effective as of 1 Q'14.

Ohio (-$1.48 rate base) - Columbia Gas of Ohio has a long term

infrastructure replacement program of $150-$200 million per year that is

tracked with annual tracker filings. The program has a 5-year renewal period

which occurs again in the Spring of 2018. Columbia 6as of Ohio's authorized

ROE is 10.4%.

Pennsylvania (-$9OOmm rate base) - Columbia Cas of Pennsylvania has a

long term infrastructure replacement program of $100-$150 million per year

that is recovered via forward test year rate case filings and/or periodic tracker

filings. This program was initially approved in the Fall of 2012 and implemented

in luly of 2013 with a forward-twelve-month test year. We estimate Columbia

Gas of Pennsylvania's allowed ROE to be -'l1.25%.

Indlana (-$725mm gas rate base) - Northern Indiana Public Supply Co.'s

(NIPSCO) gas division has an estimated $725mm rate base with a seven-year

infrastructure replacement program of -$1oomm/yr that is pending approval.

The plan is expected to be approved and implemented during 2014 and will

focus on upgrading the system as well as extending service to rural customers.

We estimate NIPSCO's allowed ROE to be -1O.2Vo.

Valuation

We calculate a -$6.68 value for NCD by ascribing an 8.75x multiple to 2015 estimated

EBITDA of $755mm. We calculate the average gas LDC EV/EBITDA multiple at 8.5x, but
have ascribed a slight premium to the average due to NiSource's large and varied service
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territory, large infrastructure modernization programs, and generally favorable regulatory
climates.

N iSource Electric Operations
The NiSource Electric Operations segment houses the electricity business of NIPSCO and
seNes 455,000 customers across 20 counties in Northern Indiana. The segment's overall
operations include power generation, transmission, and local distribution which are part

of the Midcontinent Independent System Operator (MISO) transmission organization in
the Midwestern portion of the United States. The supply assets incorporate traditional and
renewable generation equipment including natural gas, hydroelectric, wind, and coal

generated supplies with a total system generation capability of 3,300 MW. Residential

customers represent -88% of NIPSCO's total electric customers, but account for only

-20% of total CWh volumes. Industrial customers comprise <l% of the customer base,

but are responsible for 55% of volumes, Commercial customers represent 12o/o of total
customers but20% of total usage. Wholesale users comprise the remainder of both the
customer base and transoortation volumes.

Modernization Program

Similar to NIPSCO's gas distribution business, the electric operations also have a sizeable,

long term infrastructure modernization program. The 7-year, $1.1B capital investment
program was approved in mid-February and will begin in the middle part of this year.

80% of the spending in this program is tracked, while the remaining 20% will be

recovered via a rate increase to be settled in a rate case that must be filed within the
seven-year period. We expect NiSource to ea'n a -12Vo return on this program.

System Upgrades & Transmission Projects

NIPSCO is also undertaking several upgrade projects on its electric plants, including 3 flue
gas desulfurization (FGD) facilities for $250mm each (one was completed at the end of
201 3) and other environmental upgrades for $50-$60mm each. These programs all have

an environmental cost recovery mechanism (ECRM), meaning they are 100% tracked and
begin earning a return during construction. The electric upgrade projects presenta -$18
capital expenditure opportunity over the next five years.

NiSource is also building two electric transmission substations in Indiana that are FERC-

approved projects. NiSource's total investment in these projects is expected to range from
$400-$500mm, on which the company is authorized to earn up to -12Vo.

Valuation

We calculate a -$4.8B value for Electric Operations by ascribing an 8.5x multiple to 2015
estimated EBITDA of $566mm. We calculate the average LDC EV/EBITDA multiple at 8.5x
and have ascribed this value to Nl's Electric Operations segment.

TTM Performance Leaves Shares Fairly Valued
Nl shares have outperformed the S&P 500 and sizably outperformed a market cap-
weighted index of diversified peers over the last twelve months as investors have digested
the impact of Nl's myriad infrastructure modernization programs and pipeline growth
projects. We expect that management's talk of possibly forming an MLP has also helped

to generate valuation uplift for the company.

Chrfstopher Slghlnolfl, CFA, Equity Analyst, (21 2) 707-6420, csighino@jefferies.com

Jefferies



GAS-ROR-010
Attachment A

74 ot 114

NI

Initiating Coverage

April 2,2014

Chart 2: TTM Nl Performance vs. Peer Index and S&P 5OO
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Foflowing its -25% run overthe lastyear, Nl shares now trade with a dividendyield and

forward two-year P/E ratio (based on consensus Fl4 EPS expectations) that are more than

one standard deviation away from their respective three-year averages. We believe these

metrics indicate a balanced risk/reward profile and support our valuation outlook.
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Premium P/E Multiple
NiSource's multi-billion dollar infrastructure replacement and modernization programs

across its regulated distribution and pipeline businesses have allowed NiSource to build

an attractive platform with steady and foreseeable returns well into the future. In

addition, Columbia Pipeline Croup's pile of MLP-eligible assets has generated significant

interest from investors seeking to play the formation of a potential yield vehicle.

Though the creation of an MLP could add to NiSource's overall enterPrise value, we note

that the size and universality of Nl's regulated modernization programs are attractive

features for investors seeking steady, growing, and low-risk returns, and we feel that Nl's

premium P/E multiple is justified at current levels.

NiSource's FY2 P/E multiple has traded with a slight premium to its peer group over the

last three years, averaging -0.7x greater than peers in that timeframe. However, over the

last 2 years Nl's FY2 P/E multiple has led its peers by - 1.4x, and with a FY2 P/E ratio that is
currently -3.0x above the group average, we see Nl as fully valued. As these

modernization programs are renewed, lengthened, and expanded, we believe Nl's
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multiple is likely to remain slightly ahead of its peers, particularly as management
contemplates the MLP yield vehicle.

Chart 5: 3-Year Nl EY2P/E Multiple vs. Pcer3
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Valuation Analysis
Our $34 Nl price target is derived via a combination of Sum-of-the-Parts (SOTP),

Discounted Cash Flow (DCF), and targetyield approaches. We have also done a Dividend
Discount Model (DDM) analysis for Nl shares, but do not incorporate the outcome into
our price target. The exhibit below outlines the chief assumptions supporting these

valuation methodologies.

Exhlblt 7: Valuation Assumptions

Source: Bloomberg, Factset, lefferies estimates

Sum-of-the-Parts
Our Sum-of-the-Parts analysis aggregates stand-alone valuations for Nl's collection of

businesses by ascribing multiples to 2015E EBITDA for each of the company's segments.

Exhibit 8: Sum-of-the-Parts Valuation
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to CPG represents a tax-effected average multiple of ACMP, MWE, & SEP - three MLPs with significant

transportation and gathering & processing assets in the Marcellus. We assume 75% of current natural

gas inventory can be monetized quickly, mitigating the impact of working capital fluctuations

throughout the year.

Cash Flow
We have included a consolidated Discounted Cash Flow analysis into our valuation. The

DCF analysis assumes capital expenditures in the terminal year to be equal to depreciation

plus $525 million, which represents -200 bps/yr of terminal cash flow growth including

inflation. The analysis yields a $37 share price.

(cashTares on BrD <ft3.6, (tr@.4) (t1a.4) <t17s.n (129.s)
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Note: We assume Z5% percent of current natural gas inventory can be monetized quickly, mitigating

the impact of working capital fluctuations throughout the year. Terminal year capex spending is equal

to estimated depreciation plus -$500mm in modernization programs.

Target Yield Analysis
A target yield approach builds a forward-year equity value based on the anticipated

dividend run-rate in one year's time. We expect Nl to lift its dividend once before year-end

2014 (in May) to a rate of $0.26lquarter, resulting in an annualized run rate of

$ 1 .O4/share. Over the last four years (a period which avoids the '08-'09 market trough),

Nf carried an average dividend yield of 4.2Vo. Civen the recent emphasis on

modernization programs that generate regulated returns, we have capitalized the 1Ql5
dividend rate at 3yo in our target yield analysis. The outcome implies a $35 share price.

Dividend Discount Model
We do notformally incorporate a DDM into our valuation approach butfeature it as our

representation of minimum equity value. The DDM captures only the value of total

anticipated cash payments to shareholders and ignores the potential for asset value

upside. The analysis yields a $29 price.

Exhiblt 1 1: DDM Valuation
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Management Biog ra ph ies
Bob Skaggs, President & Chief Executive Officer. Mr. Skaggs has been serving

as President of NiSource, Inc. since October 2004 and as CEO since luly of 2005.

Prior to his current roles, Mr. Skaggs served as Executive Mce President for
Regulated Revenue where he oversaw regulatory strategies and external

relations across the company's energy distribution markets and interstate
pipeline systems. Mr. Skaggs began his career with the company when he

joined the legal team at Columbia Gas Transmission in 1981 . He is the director

of the American Cas Association's Board of Directors and is a member of the

American Bar Association.

Steve Smith, Executive Vice President ;ind Chief Financial Officer. Mr. Smith

currently serves as the CFO of NiSource, Inc. and has over 20 years of experience

in the industry, having previously held senior positions at American Electric

Power Co. and the Columbia Energy Group. From 2OO3 to 2007 Mr. Smith was

Senior Vice President and Treasurer at AEP, and prior to that role he leadership
positions at Columbia Energy and NiSource Corporate Services where he

oversaw the integration of corporate functions following the NiSource and

Columbia Energy merger. Smith earned his M.B.A. from the University of

Chicago and a 8.5. in Petroleum Engineering from the Colorado School of
Mines.

Glen Kettering, Senior Vice Presidenl Corporate Affairs. Mr. Kettering is

Senior Vice President for Corporate Affairs at NiSource, Inc. and has held the
position since March 2005. Kettering ioined the legal team at Columbia Gas

Transmission in 1979 and has served in a variety of roles since, including
President of Columbia Cas Transmission and Columbia Gulf Transmission.

Kettering holds a B.B.A. and a J.D. from West Virginia University,

foseph Hamrock, Executive Vice President & Croup CEO. Mr, Hamrock serves

as Executive Vice President and CEO of the Gas Distribution segment, including
the gas LDCs in Kentucky, Maryland, Massachusetts, Ohio, Pennsylvania, and

Virginia. Mr. Hamrock joined NiSource in 20'12 after holding several senior

positions with American Electric Power. Hamrock holds a bachelor's degree from
Youngstown State University and a M.B.A. from the Massachusetts Institute of

Technology.

llm Stanley, Executive Vice President & Group CEO. Mr. Stanley is an Executive

Vice President and the CEO of NIPSCO. Mr. Stanley joined NiSource after

holding several senior positions with Duke Energy's U.5. electric business. Mr.

Stanley has over 35 years of experience in the energy industry, having
previously worked for PSI Energy, Cinergy, and Duke Energy. Mr. Stanley has a

B.Acy. from Ball State University.
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Company Description
NiSource, Inc. (NYSE: Nl) is a diversified energy holding company whose subsidiaries provide natural gas, electricity, and other energy

products & services to nearly 4 million US customers. The Company operates through three segments: Cas Distribution, Gas Transmission

and Storage, and Electric. The Gas Distribution operations provide natural gas service and transportation for residential, commercial and

industrial customers in Ohio, Pennsylvania, Virginia, Kentucky, Maryland, Indiana and Massachusetts. The Gas Transmission and Storage

segment offers gas transportation and storage services for Local distribution companies, marketers and industrial and commercial customers

located in Northeastern, Mid-Atlantic, Midwestern and Southern states. The Electric Operations segment provides electric service in various

counties in the northern part of Indiana. NiSource was founded in 1987, is incorporated under the laws of the state of Delaware, and is

headquartered in Merrillville, lN.

Analyst Certification
l, Christopher Sighinolfi, CFA, certify that all of the views expressed in this research report accurately reflect my personal views about the subject
security(ies) and subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed in this research rePort.

l, Ch ristopher Til lett, certify that a ll of the views expressed in this research report accu rately reflect my personal views about the subject secu rity(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views exoressed in this research report.
l, Corey Goldman, certify that all of the views expressed in this research report accurately reflect my personal views about the subiect security(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this research report.
As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives

compensation based in part on the overall performance of the firm, including investment banking income. We seek to update our research as

appropriate, but various regulations may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large majority
of reports are published at irregular intervals as appropriate in the analystrs judgement.

Meanings of fefferies Ratings
Buy - Describes stocks that we expect to provide a total return (price appreciation plus yield) of "l,Vo or more within a 12-month period.

Hold - Describes stocks that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within a 1z-month period.

Underperform - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of l0% or more within a l2-month
period.
The expected total return (price appreciation plusyield) for Buy rated stocks with an average stock price consistently below $10 is 2070 or more within
a 12-month period as these companies are typically more volatile than the overall stock market. For Hold rated stocks with an average stock price
consistently below $10, the expected total return (price appreciation plus yield) is plus or minus 20% within a l2-month period. For Underperform
rated stocks with an average stock price consistently below $10, the expected total return (price appreciation plus yield) is minus 209o within a 12-

month oeriod.
NR - The investment rating and price target have been temporarily suspended, Such suspensions are in compliance with applicable regulations and/
or Jefferies policies.

CS - Coverage Suspended. lefferies has suspended coverage of this company.

NC - Not covered. Jefferies does not cover this company.
Restricted - Describes issuers where, in coniunction with Jefferies engagement in certain transactions, company policy or applicable securities
regulations prohibit certain types of communications, including investment recommendations.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on
the investment merits of the company are provided.

Valuatlon Methodology
lefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total
return overthe next l2 months. The pricetargets are based on several methodologies, which may include, butare not restricted to, analyses ofmarket
risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CD, free cash flow (FCF), EVi EBITDA, PlE, PElgrowth, PICF,

P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

lefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a l2 month period. Stock selection
is based on fundamental analysis and may take into account otherfactors such as analyst conviction, differentiated analysis, a favorable risk/reward
ratio and investment themes that Jefferies analysts are recommending. Jefferies Franchise Picks will include only Buy rated stocks and the number
can vary depending on analyst recommendations for inclusion. Stocks will be added as new opportunities arise and removed when the reason for
inclusion changes, the stock has met its desired return, if it is no longer rated Buy and/or if it underperforms the S&P by 1596 or more since inclusion.
Franchise Picks are not intended to represent a recommended portfolio of stocks and is not sector based, but we may note where we believe a Pick

falls within an investment style such as growth or value.

(hrfstophei Slghlnolfi, CFA, Equity Analyst, (21 2) 7O7-6420, csighino@jefferies.compage17 of 72

Please see important disclosure information on pages I 7 - 22 of this report, Jefferies



GAS-ROR-O1O
Attachment A

82 ol 114

NI

Initiating Coverage

April 2,2014

Risk which may impede the achievement of our Price Target
This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the
financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based
upon their specific investment obiectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of
the financial instruments recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and
income from, any of the financial instruments mentioned in this report can rise as well as fall and may be affected by changes in economic, financial
and political factors. lf a financial instrument is denominated in a currency other than the investor's home currency, a change in exchange rates may
adversely affect the price of, value of, or income derived from the financial instrument described in this report. In addition, investors in securities such
as ADRs, whose values are affected by the currency of the underlying security, effectively assume currency risk.

Other Companies Mentioned in This Report
. Kinder Morgan, Inc. (KMl: $32.88, HOLD)
. Spectra Energy Corp. (SE: $37.69, HOLD)
. UGI Corporation (UGl: $45.35, HOLD)
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Other lmportant Disclosures

lefferies Equity Research refers to research reports produced by analysts employed by one of the following lefferies Croup LLC ("lefferiesf group
companres:

Unlted States: lefferies LLC which is an SEC registered firm and a member of FINM.

Unlted Klngdom: lefferies lnternational Limited, which is authorized and regulated by the Financial ConductAuthority; registered in England and
Wales No. 1978621; registered office: Vintners Place, 58 Upper Thames Street, London EC4V 3BJ; telephone +44 (O)20 7029 8000; facsimile +44 (0)20
7029 8010.

Hong Kong: lefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number AT5546; located
at Suite 2201, 22ndFloor, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

Slngapore: lefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #15-20, UOB Plaza 2,
Singapore 048624, telephone: +55 6551 3950.

lapan: Jefferies (apan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member
of the lapan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, l-5-l Yuraku-cho, Chiyoda-ku, Tokyo 100-0005; telephone +813 5251
6100; facsimile +813 5251 5101.

lndla: lefferies India Private Limited, which is licensed by the Securities and Exchange Board of India as a Merchant Banker (1NM000011443) and a

Stock Broker with Bombay Stock Exchange Limited (1NB011491033) and National Stock Exchange of India Limited (N823.1491 037) in the Capital Market
Segment; located at42/43,2 North Avenue, Maker Maxit, Bandra-Kurla Complex, Bandra (East) N4umbai 400 051, India; Tel +91 22 4356 6000.

This material has been prepared by Jefferies employing appropriate expertise, and in the belief that it is fair and not misleading. The information set
forth herein was obtained from sources believed to be reliable, but has not been independently verified by Jefferies. Therefore, exceptfor any obligation
under applicable rules we do not guarantee its accuracy. Additional and supporting information is available upon request. Unless prohibited by the
provisions of Regulation S of the U.S. Securities Act of 1933, this material is distributed in the United States ("U5"), by lefferies LLC, a US-registered
broker-dealer. which accepts responsibility for its contents in accordance with the provisions of Rule l5a-6, under the US Securities Exchange Act of
1934. Transactions by or on behalf of any US person may only be effected through lefferies LLC. In the United Kingdom and European Economic
Area this report is issued and/or approved for distribution by lefferies International Limited and is intended for use only by persons who have, or have
been assessed as having, suitable professional experience and expertise, or by persons to whom it can be otherwise lavvfully distributed. lefferies
International Limited has adopted a conflicts management policy in connection with the preparation and publication of research, the details of which
are available upon request in writing to the Compliance Officer. lefferies International Limited may allow its analysts to undertake private consultancy
work. lefferies International Limited's conflicts management policy sets out the arrangements Jefferies International Limited employs to manage any
potential conflicts of interest that may arise as a result of such consultancy work. For Canadian investors, this material is intended for use only by
professional or institutional investors. None of the investments or investment services mentioned or described herein is available to other persons
or to anyone in Canada who is not a nDesignated Institution" as defined by the Securities Act (Ontario). In Singapore, lefferies Singapore Limited is

regulated by the Monetary Authority of Singapore, For investors in the Republic of Singapore, this material is provided by lefferies Singapore Limited
pursuant to Regulation 32C of the Financial Advisers Regulations. The material contained in this document is intended solely for accredited, expert or
institutional investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). lf there are any matters arising from, or in connection
with this material, please contact lefferies Singapore Limited, located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore 048624, telephone: +65
6551 3950. In Japan this material is issued and distributed by lefferies (japan) Limited to institutional investors only. In Hong Kong, this report is

issued and approved by Jefferies Hong Kong Limited and is intended for use only by professional investors as defined in the Hong Kong Securities and
Futures Ordinance and its subsidiary legislation. In the Republic of China (Iaiwan), this report should not be distributed. The research in relation to
this report is conducted outside the PRC. This report does not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC.

PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant approvals, licenses,
verifications and/or registrations from the relevant governmental authorities themselves. In India this report is made available by lefferies lndia Private
Limited. In Australia this information is issued solely by lefferies International Limited and is directed solely at wholesale clients within the meaning ot
the Corporations Act 200'l of Australia (the "Act") in connection with their consideration of any investment or investment service that is the subject of
this document. Any offer or issue that is the subject of this document does not require, and this document is not, a disclosure document or product
disclosure statement within the meaning of the Act. lefferies International Limited is authorised and regulated by the Financial Conduct Authority
underthe laws of the United Kingdom, which differfrom Australian laws. lefferies International Limited has obtained relief underAustralian Securities
and Investments Commission Class Order O3/1099, which conditionally exempts it from holding an Australian financial services licence under the
Act in respect of the provision of certain financial services to wholesale clients. Recipients of this document in any other jurisdictions should inform
themselves about and observe any applicable legal requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument or to make any investment. Any opinion or
estimate constitutes the preparerrs best judgment as of the date of preparation, and is subject to change without notice. Jefferies assumes no obligation
to maintain or update this report based on subsequent information and events. Jefferies, its associates or affiliates, and its respective officers, directors,
and employees may have long or short positions in, or may buy or sell any of the securities, derivative instruments or other investments mentioned or
described herein. either as agent or as principal for their own account. Upon request,efferies may provide specialized research products or services
to certain customers focusing on the prospects for individual covered stocks as compared to other covered stocks over varying time horizons or
under differing market conditions. While the views expressed in these situations may not always be directionally consistent with the long-term views
expressed in the analyst's published research, the analyst has a reasonable basis and any inconsistencies can be reasonably explained. This material
does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual
clients, Clients should consider whether any advice or recommendation in this report is suitable for their particular circumstances and, if appropriate,
seek professional advice, including tax advice. The price and value of the investments referred to herein and the income from them may fluctuate. Past

performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange
rates could have adverse effects on the value or price of, or income derived from, certain investments. This report has been prepared independently of
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any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of securities. None
of lefferies, any of its affiliates or its research analysts has any authority whatsoever to make any representations or warranty on behalf of the issuer(s).

lefferies policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior
to the publication of a research report containing such rating, recommendation or investment thesis. Any comments or statements made herein are
those of the autho(s) and may differ from the views of lefferies.

This report may contain information obtained from third parties, incl uding ratings from credit ratings agencies such as Standard & Poor's. Reproduction
and distributjon of third party content in any form is prohibited except with the prior written permission of the related third party. Third party content
providers do not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings, and are not responsible for
any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. Third party content
providers give no express or implied warranties, including, but not limited to, any warranties of merchantability or fitness for a particular purpose or
use. Third party content providers shall not be liable for any direct, indirect, incidental, exemplary compensatory punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in connecUon with any use of their content,
including ratings. Credit ratings are statements of opinions and are not statements offact or recommendations to purchase, hold or sell securities. They
do not address the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice.

lefferies research reports are disseminated and available primarily electronicall, and, in some cases, in printed form. Electronic research is

simultaneously available to all clients. This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of
Jefferies. Neither Jefferies nor any officer nor employee of lefferies accepts any liability whatsoever for any direct, indirect or consequential damages
or losses arising from any use of this report or its contents,

For lmportant Disclosure information, please visit our website at https://iavatar.bluematrix.com/sellside/Disclosures.action or call 1 888.JEFFERIES
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Equity Research
Natural Gas

Adjust Qtrly EPS Ahead of 1Q'14 Release.
Hold'14E-'16E EPS F'cast Overall. Still Neutral.
r Call this a Maintenance Note: We are raising our Gas Distribution segment

estimate by approx. $36mm, to $262mm while himming our estimate for Gas
Transmission and Storage by about $6mm, to $162mm. Overall EPS moves
higher in 1Q, by $0.06/share to $0.79. Our estimate for 4Q EPS drops by

$0 O5/share, to $0.50. Overall 2014E EPS remains at $1.68, in line with the
prior guidance of $1.61-$1 .71 EPS. We have moved around the numbers
seasonally Jot 2015 and 2016 as well while otherwise holding our outlook
going forward. We have held our dividend outlook at approximately 4%
growth.

r Earnings Release and Gall Scheduled for April 30: We expect the
standard update to growth projects and regulatory review, with the focus
going to center on continuing expectations for formation of an MLP with its
Pennant Midstream and Columbia Pipeline Group assets.

r Valuation-Raising by $1, to $39, Maintain Neutral: Our $39 TP is based
on 18-21x 2015E EPS on the electric utility business, 10x 2015E EBITDA
multiple on the natural gas utilities segment, and 12.5x EBITDA multiple on
the assets that qualify for MLP treatment (11.5% ol the CGP assets) and 1.5

turns lower for the remainder of the CGP assets. Together with NTM
dividend of $1.04, this translates to a total return of approximately 6-18%,
with a mid-point of approximately 12Vo, supportive of a neutral rating on the
shares.

Target price (US$) (from 38 00) 39.001

Rating
Ptice (21 Apr 14, US$)

52-week price range
Market cap. (USg m)
Enterorise value (US$ m)

NEUTRALT
a\ a4

36 30 -27.62
11,240.03
20 996 25

'Sl@k rclings de relali@ to lha @vercge univers in each

analyd's or each leam's respeclive &clq,
1Taryel Nbe is lw 12 mqlhs.

Reseilch Analysts

John Edwards, CFA
713 890 1594

john edwards@credit-suisse com

Bhavesh Lodaya
2123252337

bhavesh lodaya@credit-suisse com

Abhiram Raiendran
212 538 9038

abhiram rajendran@credit-suisse com
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Prev. EPS (US$)
P/E (x)
PIE rel. (o/o)

Revenue (US$ m)
EBITDA (US$ m)
ocFPS (US$)
P/OCF (x)
EV/EBITDA (current)
Net debt (US$ m)
ROIC (%)

1.77
22.8

133.1

1,720.7
458

11 7
8,807
507

21.2
134.2

5,963.5
1,898.6

40Y
/.o

106
9,756

J Zl

190
148 4

20 1

141 3
6,503 1 6,946 5
2,088 3 2,2720

4 95 403

9.6
10,112

541

8.9
8.8

10,763
5.42

0.79 0.26 014 0 50
088 026 0't2 052

Number of shares (m)
BV/share (Next Qtr , US$)
Net debt (Next Qtr, US$ m)
Net debutot cap (Next Qtr., %)

31476 lC (current, US$ m)
19,6 EV/IC (x)

8,943 6 Dividend (cunent, US$)
147.4 Dividend yield (%)

14,693 80
13
10

0.70

NiSource Inc. r*,r

DISCLOSURE A.PPENDIX AT THE BACK OF THIS REPORT CONTAINS IMPORTANT DISCLOSURES, ANALYST
CERTIFICATIONS, AND THE STATUS OF NON-US ANALYSTS. US Disclosure: Credit Suisse does and seeks to do
business with companies covered in its research reports. As a result, investors should be aware that the Firm may have a
conflict of interest that could affect the obiectivity of this report. Investors should consider this report as only a single factor in
making their investment decision.
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Company Description
Nl is a diversified energy company that operates in three segments including natural gas

distribution, gas transmission and storage, and electric operations. Rate regulated
operations account for the majority of Nl's operating earnings. Nl's gas distribution
operations serve 3.4 million customers across seven states. Nl's gas transmission and
storage operations comprise 15,000 miles of pipe and 642 billion cubic feet of storage
capacity. The electric operations consist of its Northern Indiana utility, Northern Indiana
Public Service Company (NIPSCO), which serves approximately 460,000 customers in 20
counties.

lnvestment Thesis
Nl offers an attractive dividend yield coupled with visible earnings growth driven by

infrastructure investments across its diverse portfolio of mostly regulated businesses. In

rec€nt years, Nl has shed non-core assets, substantially de-risked earnings at its gas
utilities, and has begun to leverage its attractive natural gas pipeline footprint in the
Marcellus Shale with the potential for Marcellus-like growth in the Utica Shale in Ohio
where Nl also holds substantial acreage.

Nl also has an inventory of project opportunities:

. Over $10 billion in its regulated Gas Distribution segment,

. $4.2-$6 4 billion of electric operations infrastructure,

. $8-$10.5 billion in its Columbia Pipeline Group. There is $3-$4B spread across
eight different upgrade and expansion projects as well as a $4-$58 opportunity
for a pipeline modernization program approved by the FERC for cost. The CPG
group also has $18 of midstream projects spread across 6 different opportunities
and a couple of production opportunities in the Utica where it is in a JV to
develop 120,000 acres in the Utica.

lmportantly, we believe Nl has the liquidity (no borrowing outstanding on its $2B revolving
credit facility as of Dec. 31 , 2013), balance sheet, and opportunity set in place to maintain
an annual cap ex program of-$2B ($2.158 estimated for2O14l.

Nisourca Inc. (Nl)
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Estimate Changes
Our overall outlook is in line with our previous forecast. We increased our Gas Distribution
forecast offset by lower numbers on the Gas Transmission and Storage. Our overall EPS
growth remains in the 5-7%o range for 2014-2016 with dividend groMh of approximately
4%.

Exhibit 1 : NiSource 2014- 2016 Estimate Chanses

Segment EBIDA
Gas Digtribution

NIPSCo Electric

Gas Transmission & Storage

oth6r
Total EBITDA (recuring)

Segment EBIT

Gas Disbibution

NIPSCO Elecric
Gas Transmission & Storage

other
Total EBIT (recuning)

Old eslimd€s
1014E 201i8 30'l4E 4014E 2014E 2015E 20r6E

280 119 60 249 707 773 838

135 125 159 118 537 575 616

198 145 118 172 633 717 794

24413232323
615 392 341 552 1,899 2,088 2,2f1

Nil estimates
1Ql/E 2Q14E 3Q14E 4O14E 2014E 2015E 2016E

315 116 60 223 713 782 849

135 125 159 '1'18 537 575 616

191 145 '1'18 172 625 708 785

2 4 4 '13 23 23 23

643 390 340 526 1,E99 2,088 2,272

262 61 4 166 492 537 581

74 64 96 55 288 314 343

162 114 86 138 499 559 613
(1)101010e8
496 239 186 368 1,289 1,420 1,546

114 115 120 126 475 548 613

0000000
1U 43 23 85 285 309 336

249 80 /B 157 529 562 597

227

74

169

t1t

571

343

622.

8

64 4 191 486 529

64 96 55 288 314

114 86 138 506 567

Other Expenses

Taxes

Recurdng Net Income

114

0

124

230

00
309 335

561 595

0

285

00
44 23

82 tB

126

0

93

171

Dilutod v\4d Aw shaes oubtanding

Recurring EPS. Diluted

Dividsnd per share

Net Debt / Total Cap

Net Debt/ Equity

Book Value Per Share

N6tDebt/TTIV EBITDA

319317315314314317315315315314314 319

$1.87

$r.11

$0.79 $0.26

$0.2s $0.26

315 315

$0.14 $0.50

$0.26 $0.26

$1.68 $1.78 $1.87

$1.03 $1.07 $1.11

$0.73 $0.26

10.2s s0.26

$0.14 $0.55 $1.68 $1.77

30.26 30.26 $1.03 31.07

59.7% 60.6% 61 90/6 61 4olo 61.4% 59.87" 59 17"

597% 60.6% 6'1.8'/" 614'k 61,4010 59.8ol" 590"/"
147gvo 15360/0 162110 1589"/. 158,9% 148.60/o 1439%

$1928 $'t9,29 $1918 $1948 $19,s2 $21.49 $2349
5 1x 5,1x 5.3x 5 1x 5,1x 4.8x 4U

59.67" 60.5% 618oh 61.40/o 61 47o 598o/o 59P/o
596% 60.5% 61.70/o 61.40/o 61 4% 598% 59,0/o

147.4o/o 1529o/o 161.4% 158.90/0 l589lo 1487o/o 143.8o/o

$19,34 $19 34 $19 23 $19.48 $19 52 $21 49 $23.49
5,0x 50x 53x 51x 51x 48x 4,7x

Source: Company data, Credit Suisse esi'i.nales

Nlsource Inc. (Nl)
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Valuation
r We are raising our target price by $1 to $39. Our sum of the parts analysis reflects

what we think will be an initial 1'1.50/o ol the Columbia Pipeline assets in an MLP
spinoff We expect the MLP option to be announced in mid-2014 with an approximate
6-9 month timeframe for completion of the IPO spin-off.

r Our $39 TP is based on a 18-21x 2015E EPS on the electric utility business, a 10x
20'f 5E EBITDA multiple on the natural gas utilities segment, a 12.5x NTM EBITDA
multiple on the assets that qualify for MLP treatmenl (which we model as -11.5o/o of
the Columbia Pipeline assets), and 1.5 turns lower for the remainder of the Columbia
Pipeline assets - based on our valuation of a generic MLP with lDRs vs. similar assets
within a C-Corp.

r Together with NTM dividend of $1 ,04, our target price translates to a total return of
approximately 6-18% with a mid-point ot -12%, which is near the mid-point of our
median total return expectations for midstream MLPs.

Exhibit 2: NiSource Sum of the Parts Valuation

EBITOA I NI

Eleclric Services

Natural Gas Utilities

TG&S (88.5% of business)

TG&S (11 5"/o dropped into MLP)

314.5

537,4

461.9

60,0

Total Enterprise , Equig Value
Cash & Equivalents

ShorUerm Debt

Long-term Debt

Less Net Debt

Less Net Debt atfibutable to NlPSco (-$1,1 billion)

Total Equity Value

Shares Outstanding

Per Sha16

Cunent Share Price (Jan27,2014)
Retum

Dividend per share (Est )

Dividend Yteld

Tohl Retun

2015E EPS
PIE

261.0

244,4

117.0

15.2

210.1

78'1.9

578.9
752

P/E

EV/EBITDA

EV/EBITDA

3781 4
7 8'187

60783

18 0x 19 5x 21 0x

10 0x 10 0x 10 0x

10 5x 11 0x 11 5x

18,581.1

34.8

542 1

7,5932
8.100 5

313

$36.97

$35 61

7Yo

$1 03

3%

10o/o

$1.78
20.&

4,411,6

7,818 7
6,657 2

't9,865.4

348
542 1

7,593 2

100 5

21%

$1.78
23.Ix

EV/EBIrDAl-i2F-Tz5fi -i3oox-Ll

313

$41.08

$35,61
18Yo

$1.03
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Risks
The main risk is that with Nl's valuation continuing to rise in expectation of it forming an
MLP, if it chooses to not carry out this option, there could be considerable downside to the
current valuation and as such the shares could underperform

We view the business model for Nl as lower risk than MLPs that comprise the bulk of our
coverage universe. Most of its growth capital projects are for replacement of existing
infrastructure and which has the added security of having enabling legislation and or
enabling regulatory settlements in a number of its service areas to help assure cost
recovery in rates. lt reached a customer modernization settlement with the FERC for an
initial 5 years and $1 .5B in investment for its Columbia Pipeline group. Legislation in

support of eleclric infrastructure modernization in lndiana has been enacted. New
legislation in Virginia and Maryland is also supportive of infrastructure investment for
natural gas distribution systems and Nl also reached a settlement with the Pennsylvania
PUC regarding a rate increase and the use of a forward test year for its natural gas
distribution system there.

Commodity price risk is very low and under the current regulatory regime is recovered in

utility rates.

The main risk in our view is valuation - as explained above Nl and for that matter its peers

have reached extended valuation levels when considered from a historical P/E
perspective. However, given very low income from bonds, income oriented investors have
been increasingly taken to low risk utility business models as a yield alternative,
Consequently Nl's shares are up -9% YTD with no meaningful change in earnings
outlook. The shares yield 2.8o/o and the company is guiding to 3-5% dividend growth. The
Federal Reserve has indicated intention to provide monetary policy supportthrough 2015
in the form of continuing aggressive purchases of US government issues but is moderating
these purchases over the coming year. Thus, a key risk as far as valuation is concerned
is mean reversion and/or a change in Federal Reserve policy brought on by political or
other external events that are not in the current forecast.

Nisource lm. (Nl)
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Disclosure Appendix

lmportant Global Disclosures

John Edwards, CFA, Bhavesh Lodaya and Abhiram Rajendran each certify, with respect to the companies or securities that the individual analyzes,

that (1 ) the views expressed in this report accurately reflect his or her personal views about all of the subject companies and securities and (2) no

part of his or her compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report,

3-Year Price and Rating History for NiSource Inc (Nl.N)
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The analyst(s) responsible for preparing this research report received Compensation that is based upon various factots including Credit Suisse's

total revenues, a portion of which are generated by Credit Suisse's investment banking activities

As of December 10,2012 Analysts'stock rating are defined as followsi

Outperform (0) : The stock's total retum is expected to outperform the relevant benchmark'over the next 12 months.

Neutral (t'l) : The stock's total retum is expected to be in line with the relevant benchmark* over the next 12 months.

Underperform (U) : The stock's total retum is expected to underperform the relevant benchmark* over the next 't2 months.
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15%andJ0-15%levelsintheNeutral stackratingdefinition,respectively Priottol\thDecenber20l2,Japaneseratingswetebasedonastcckstotal retiirn
relative to the average total rcturn of the teievant countty or regional benchnark.

Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications,

including an investment recommendation, during the murse of Credit Suisse's engagement in an investment banking transaction and in certain other

circumstances.

Volatility Indicator [Vl : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24

months or the analyst expects significant volatility going fonruard.

Analysb' sector weightings are distinct from analysts' stock ratings and are based on the analyst's expectations for the fundamentals and/or
valuation of the sectof relative to the group's historic fundamentals and/or valuation:

Overueight : The analyst's expectation for the sectois fundamentals and/or valuation is favorable over the next 12 months.

Market Weight : The analysts expectation for the secto/s fundamentals and/or valuation is neutral over the next 12 months.

Underweight : The analyst's expectation for the sector's fundamentals and/or valuation is cautious over the next 12 months.

'An analyst's coverage seclorconslsfs of all conpanies c1vercd by the analystwilhinthe relevant sectoL An analystlnay covernulf/p/e seclol's

NiSource Inc. (Nl)
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Credit Suisse's distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating Versus universe (%) Of which banking clients (%)

Outperform/Buy' 43lo (530/o banking clients)

Neutral/Hold' 40% (5070 banking clients)

Underperform/Sell' 140h (46% banking clients)
Restricted 3Vo

"Fat putposes af the ruySE ard NASD ratings disttibution oisclasue reguirenteris oirr sf0ck /allngs of Outpelorm NeutraL an d Unclerper{orm nost closely
correspond to 3uy, Hclti, and Sell, respectively: however, tlie neanings are not the sane, as our stock raflngs are deternined on a reiatiye basls (Please refet ta
definitions above ) Ar inves/c/'s dgclsio4 to buy or sell a securiiy shouid be based on inveslnentobjectives, cuffenl haidlngs, and aihetinlividualfactors

Credit Suisse's policy is to update research reporls as it deems appropriale, based on developments with the subject company, the seclor or the
market that may have a material impact on the research views or opinions stated herein.

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading, For more detail please refer

to Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: hftp://r,mnr,n.csfb.conVresearch and

analytics/disclaimer/manag ing_conf licb_disclaimer. html

Credit Suisse does not provide any tax advice, Any statement herein regarding any US federal tax is not intended or written to be used, and cannot

be used, by any taxpayer for the purposes of avoiding any penalties.

Price Target: (12 months)for NiSource Inc. (Nl,N)

Method: Our $39 TP is based on a 18-21x 20,|5E EPS on the electric utility business, a 10x 2015E EBITDA multiple on the natural gas utilities
segment, a 12.5x NTM EBITDA multiple on the assets that qualify for MLP treatment (which we model as -11.5% of the Columbia

Pipeline assets), and 1.5 turns lower for the remainder of the Columbia Pipeline assets - based on our valuation of a generic MLP with

lDRs vs. similar assets within a C-Corp,

Risk: The main risk is that with Nl's valuation continuing to rise in expectation of it forming an MLP, if it chooses to not carry out this option,

there could be considerable downside to the cunent valuation and as such the shares could underoerform.

Please refer to the firm's disclosure website at https//rave,credit-suisse.com/disclosures for the definitions of abbreviations typically used in the

target price method and risk sections.

Seethe hnpanies Mentioned secfionforfull company names

The subject company (Nl.N) cunently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit Suisse.

Credit Suisse provided investment banking services to the subject company (Nl.N) within the past 12 months.

Credit Suisse has received investment banking related compensation from the subject company (Nl.N) within the past 12 months

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (Nl.N) within the next 3
months.

As of the date of this report, Credit Suisse makes a market in the following subject companies (Nl,N).

lmpoftant Regional Disclosures

Singapore recipients should contact Credit Suisse AG, Singapore Bnndr for any matters arising from this research report.

The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (Nl.N) within the past 12

m0nIns

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS-Non-Voting shares; RVS-Restricted Voting Shares;

SVS-Subordinate Voting Shares

Individuals receiving this report from a Canadian investrnent dealer that is not afiiliated with Credit Suisse should be advised that this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit
http://www.csfb.com/legal_terms/canada_research_policy.shtml.

Credit Suisse has acted as lead manager or syndicate member in a public offering of securities for the subject company (Nl.N) within the past 3

years.

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report.

Principal is not guaranteed in the case of equities because equity prices are variable.

Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.

Nisource Inc. (Nl)
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For Credit Suisse disdosure information on other companies mentioned in this report, please visit the website at hftps://rave.credit-

suisse.com/disclosures or call +1 (874 A1-2683.

Nisource Inc. (Nl)
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s€fing up an account or at any lime afier hat

CQyright@2014CRED|TSulSSEAGandrribdliabs All righb Esen€d.

Investment principal on bonds can be eroded depending on sale price or market price. In addition, there are bonds on which investment principal can

be ercded due to changes in redemption amounts. Care is required when investing in such instruments.

v!ienyouprhasenon-|is1edJapa|esefxedinmmeseclri|ies(Japarresegoremmerrtbonds,Japanes€mUnicidbon6,JapanesegovemmeftguararIthn6,Jrne$
as a seller, you will be requested to pay$e purdlde pnce only,

Nl Eslimate Update 04-21-
201,1 docNlsource Inc. (Nl)
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Indiana legislation should accelerate investment and

ea rn r ngs.

Vital Statistics

lVarket Cap {uSD Mil)

52-Week Hiqh {USD)

52-Week Low {USD}

10,958

36 82

21.11

25.6

69

31 Dec 2013

68

69

129

20141E) 20t5lEl

2t 2 19.6

10.6 9.7

15.6 14.2

-5.2 4 I
3.0 3.1

Charles Fishman, CFA

Stock Analyst

charles f ishman@mom ngstaIcom

312-696,6523

The primary analyst coveringthis company

does not oM rts stock,

Research as of 21 lvlar 2014

Estimates as of 21 l\.4af 2014

Pircing dara as of 21 Mar 2014 l0 49

Hating updated as ol 21 Mar 2014 10:50

Curencv amounts exDressed with'$'are in

U S dollars IUSDI unless otheMise denoted

lnvestmentThesis 21 Mar2014

During the past several years, NiSource's regulated electric and

natural gas distribution businesses have received favorable

regulatory dec sions providing automatic rate tracker mechanisms

lor capital expenditures. As a result, NiSource significantly

increased its investments and n0w plans t0 c0ntinue investing at

this elevated level With favorable regulation in place, we have a

high level of confidence that NiS0urce will be able to produce

steady and growing earnings,

We now expect NiSource's regulated natural gas distlibuti0n

business to invest approximately S4.5 billion during the next five

years, about $500 million more than we previously estimated.

Regulated electric distribution system investments are n0w

estimatedt0 be almost$2.2 billion overthe nextfiveyears, ab0ut

1 0% higher than our previous forecast Recent Indiana legislation

promoting infrastruclure investment is 0ne 0f the primary drivers

in our higher investment f0recast.

We expect the Columbia Pipeline Group, or CPG, to spend more

than $4 billion during the next five years t0 expand rts presence in

the lvlarcellus and Utica shale gas regions. About $1.5 billion of

the olanned investment will be t0 modernize the Columbia

Transmission Pipeline and is covered by automatic rate tracker

mechanisms. Two unregulated joint ventures should also allow

CPG to expand its presence in the shale regions. 0ne JV is investing

in gas-gathering and midstream facilities. Another JV is to devel0p

the hvdrocarbon o0tential in the Utica shale. lnvestment in the

second JV will be accomplished by contributing existing mineral

positions and cash flows lrom the projects.

These investment 0pportunities and favorable regulatory

frameworks give us confidence that NlSource can increase EPS at

an average annual rate nearthe upperend ofmanagement's target

of S'/o-lok. This target was set in 2012, before the Indiana

legislation passed and the recent success 0f the CPG j0intventures.

It would not surprise us if management bumped this target range

at its next Invest0r Conference expected in the sec0nd half ol 201 4.

5z-Week Total Beturn %

YTD Total Return %

Last Flscal Year End

5-Yr Forward Bevenue CAGR %

5-Yr Forward EPS CAGR %

Price/Fair Value

Valuation Summary and Forecasts

F scal Year 2012 2013

Price/Earnings 11 0 ?08

EV/EBITDA 9 9 11.?

EV/EB|T 15.2 11 0

Free Cash Flow Yield % -3.0 -4 4

Dividend Yield 7o 3.5 3.0

Financial Summary and Forecasts IUSD lVil)

Fiscat Year: 2012 z0t3 20t4lE) 2a15lEl

Bevenue 5,061 5,657 6,123 6,524

Revenue YoY % -15.9 11 8 8.2 6.6

EBIT r,039 1,126 1.269 1,388

EBIT YoY 7o 12.1 I 4 12.7 9.4

Net Income, Adjusted 437 494 526 572

Net Income YoY % 12.4 13 0 6 5 8,8

Diluted EPS 1,46 1.58 | 65 1.78

Oiluted EPS YoY 7" 7.9 8.3 4 6 8,1

Free Cash Flow 71 -379 -15/ '390

Free Cash Flow YoY % 339 3 -631.2 '58.5 148.0

Historical/forecastdata sources are Momrngstaa Esnma@s and may reflectadlustmems

Profile

NiSource is one ol the nation's largest natural gas distributi0n c0mpanies

with 3 4 milll0n cust0mers in Indiana, Kentucky, Maryland, Massachusens,

0hio, Pennsylvania, and Virginia. NiSource also oms 15,000 miles of

natural gas transmission pipeline. operates one of the nation's largest

underground natural gas storage systems, and provides unregulated

mldstream services ln the gr0wing Marcellus and Utica shale production

area. NiSource's electric ulility generates, transmits, and distributes

electricity in northern Indiana

Conlents

lnwstment Thesis
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Analyst Note

Valuation, GroMh and Prolitabrl ty

Scenario Analysis
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Morningstar Analysis

Vaf uation, Growth and Profitability 21 Mar 2014

We are increasing our fair value estimate to $30 per share

from $27 per share. The increase is due in large part to the

increase ln our five-year capital expenditure forecast. The

stepped-up capital expenditure plan results in our five-year

EPS CAGB estimate increasing to 6.9% from our previous

estimate of 6 6%. Our annual EPS groMh rate is now at the

upper end of management's 5a/o-70/o targer. However, we

note the target was set in 201 2, prior to the release of the

three-year capital expenditure plan for 2014-16 that was

$800 million higher than the previous three-year plan. 0ur

fair value estimate also benefited from time-value

appreciation since our last update.

Our new fair value estimate is 18.2 times our 2014 EPS

estimate, a premium to NiSources diversified peers as of

late March. We believe the premium is wananted given the

favorable regulatory frameworks and the growth potential

in the shale gas regions.

NiSource's infrastructure investment program at its electric

utility is the primary driver of our 8,8% annual operating

earnings growth estimate during the next five years. With

the recent passage of SB 560 and Indiana Commission

approval of the electric utility's seven-year modernization

plan, we expect infrastructure improvements to accelerate

We expect the accelerated investment program to push

earnlngs growth to the higher end of management's 7%-9%

rarger.

NiSource's gas distribution urilities have ongoing

modernization programs for replacing steel pipe with

plastic. SB 560 and the modernization program in the six

other states have rate tracker mechanisms allowing for

timely recovery of these investments. We estimate the

favorable regulatory frameworks will drive B% average

operating earnings groMh at the gas distribution segment

during the next five years, the mid-point of management's

7%-970 target.

We thlnk the Columbia Pipeline modernization program and

opportunities in shale-gas producing regions can support

1 1 .670 averale annual earnings growth during the next five

years at CPG. Our annual operating eamings growth

estimate is in the upper half of management's 10%-12%

target, However, this target was announced in 2012 and

before the joint venture with HilCorp announced several

new midstream projects.

We use a 10% cost of equity and a 6.7% weighted average

cost of caoital in our discounted cash flow valuation.

Scenario Analysis

lf we assume nonregulated investments at CPG from 201 5

to 201 I are one-half of our assumption, our annual earnings

growth forecastfor CPG would decline almost 2 percentage

points, to 97%, and our 2018 consolidated EPS forecast

would decrease $0.11 per share, to $2.09 per share. The

decline in earnings at CPG would reduce our fair value

estimate by ab0ut $2 per share. lf nonregu lated investments

are 50% more than our estimate, CPG s five-year operating

earnings average annual growth rate increases to 13.3%,

2017 EPS increases by $0.1 I per share, and our fair value

estimate increases by $2 per share.

A S0-basis-point change in our cost of equity assumption

changes our fair value estimate by $3 per share.

Economic Moat

We assign a narrow moat t0 Nisource, as most of its
earnings are derived from regulated operations. NiSource's

regulated utility businesses own difficult-to-replicate

networks of electricity and natural gas transmission and

distribution assets that provide essential utility services to

customers. Electricity generation in Indiana is also

regulated, and the rates for this service are combined with

regulated customer rates for transmission and distribution

service. In exchange for its monopoly position, state and
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Consider Sell

40 50 usD

remain much smaller than NiSource s regulated operations.

Unregulated midstream services are usually supported by

multiyear c0ntracts, and there are efficient-scale

competitive advantages to the business. When NiSource

builds a midstream gathering or processing facility it is

usually sized or can be expanded to serve the entire market.

Incremental benefits are usually too low to offer sufficient

returns on invested capital for two competitors. This

disco urages but does not eliminate other entrants, provid ing

some moatlike characteristics to the business.

Moat Trend

We believe NiSource's moat trend is stable. We do not

foresee a long-term change to the firm's business as a

monopoly provider of natural gas and electricity, nor do we

see changes to its compact with regulators. The majority of

operating earnings are from FERC-regulated natural gas

transmission pipelines and state-regulated natural gas and

electric utilities. FERC will not allow new competing

pipelines without a clear need for the capacity. In addition,

we think it is unlikely that the state regulatory f rameworks

will change. As with all regulated utilities, we believe

regulatory caps 0n revenue and returns preclude NiSource

from establishing a wide economic moat.

tlll& I I i

mx ilsa$

[.lorrrigilrr l]ruil
************
**
*

federal regulators set NiSource's utility rates.

For natural gas distribution servlce, regulators set

distribution rates and also the commoditv price for

customers purchasing natural gas from NiSource.

Customers may elect to purchase natural gas from

independent retail energy suppliers and use and pay for

distribution services only. NiSource exited the no-moat

retail energy supply business in 2010.

For the most part, regulators have recognized the need for

NiSource's shareholders to earn an adequate return on their

investment. In exchange for earning a fair return for its

shareholders, NiSources utilities are expected to provide

safe and reliable service at the lowest oossible costs. This

implicit contract betvveen the regulators and the utilities

should, in the long run, allow NiSource to earn at least its

cost of capital, which leads us to assign a nanow economic

moat to its regulated operations

Earnings from mldstream businesses and mineral assets are

a small share of consolidated eamings. Even though we

expect these earnings to grow, we expect they likely will

('Nnsn0'l Unlerso$e'wseFovdedinasePratagreemenlWUmay mstm inEs(nmr adtre: arr pov ded

Page 3 of 19
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Bulls Say/Bears Say

Bulls Say

> We expect NiSource to increase its dividend at an

annual rate of approximately 3.5o/-4%, a rate we

bel ieve is sustaina ble even with the increase in capital

expenditures.

> NiSource has leases for up t0 200,000 acres in the

Utica shale-gas formation, a portion oJ which

NiSource will contribute to the HilCorp JV, reducing

the development cash needs and risk.

> FERCregulationtendstobe less influenced bypolitical

agendas versus state regulatory bodies. This usually

provides more constructive regulatory decisions and

higher allowed returns on equity for natural gas

transmission lines.

Bears Say

> Almost 50% of NiSource's electric sales are to

industrial customers, higher than most utilities

Industrial sales are more sensitive t0 the economy

than residential and commercial sales.

> Low natural gas prices could reduce shale-gas drilling

activity in the Marcellus region, reducing

opportunities for new gas gathering and transportati0n

proJects.

>Although NiSource reports weather-normalized

operating earnings, mild weather negatively affects

GAAP earnings and cash flow.

I.insm].h|6$oMis.Fd&dinawfaEs€mntY0um4EefhtrFnathfcilndchhmdddbtib
.oletfotinfohiliontl@seiadtuelor€ilondffftrhbryrsllNt.cdrtdEemtwmdbbc0c(WlotifcmE f?ainr0n!6fr!.drrdclfe&lewiMardrierdiedDcl6oewifMMce Ercstas0rssse
Equned h li, Mmirsr lht
Momingsr and may nd b r.Foducd in wiole or in F( n Bed in ry mnn.r, wi0frn h Fitr trilsn cond of Monrry€. To orrhr r.tins cdl+l 312{95{100. To liffie tu rssBrlr call+l 312S6$86S.
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Credit Analysis

Five Year Adjusted Cash Flow Forecast (uSD Mil)

Cash and Equlvalents (beginning o1 period)

Adjusted Available Cash Flow

Total Cash Available before Debt Seruice

Principal Paymenls

Interest Payments

Other Cash Obligations and Commitmenls

Total Cash 0bligations and C0mmitments

Cumulative Annual Cash Flow Cushion

Cash Flow Cushion

Possible Liquidity Need 

-

20t4(E1 201slE)

35 199

52t 360

556 559

-542 -266

-465 -513

-1,007 7/9

201618) 2017(q zAtglE)

t68 t06 206

357 546 385

525 652 591

-/55 -598 -809

-550 -588 -630

-1,305 -t,186 1,439

Financial Health & Capital Structure

In 2013, NiSource stepped up its capital expenditures to

almost $2 billion from less than $1 billjon as recently as

2010. Management has said its capital expenditures could

exceed $2 billion per year for 2014-2016 and could remain

at this level bevond 2016 due to numerous investment

opportunities. The majority of investment opportunities are

infrastructure improvements or environmental projects with

rate tracker mechanisms. These investments have a high

level of certainty of recovery in rates and, in many cases, at

preapproved returns. Therefore, the higher level of capital

exoenditures is not a concern.

NiSource plans to issue equlty in the latter half of 201 5 to

solidify its balance sheet owing to the stepped-up capital

expenditures. We assume it will issue $400 million of equity

and it would not surprise us if management elected to raise

the equity by a forward equity sale. In 2010, the company

entered into a $340 million equity foruard transaction that

closed in September 201 2.

Management has explored forming a master limited

partnership of its natural gas transmission and midstream

assets. However, tax leakage and maintaining investment-grade

credit ratings could be a roadblock to this financial

engineering. lf management can overcome these nurdles

and lPO an MLP, the company could avoid the 2015 equity

issuance. This would allow the CPG segment to be a

self-funding entity, eliminating about 35% of planned

capital expenditures.

Assuming NiSource issues equlty in 201 5, its debt/capital

ratio should remain in the low 60% range and EB|T/interest

expense range near 2.8 times du rlng the next five years. We

are comfortable with both ratios in light of the favorable

regulatoryframework in most of its businesses. The majority

of future regulated investments are covered by rate trackers

or preapproved agreements that provide for automatic rate

Adiusted Cash Flow Summary

Beginning Cash Balance

Sum of 5-Year Adjusted Free Cash Flow

Sum 0f Cash and S-Year Cash Generatr0n

Bevolver Availability

Asset Adjusled 80rowings {Bepaymenl)

Sum of Cash, $Year Cash Generation, Revolver and Adjustments

Sum of 5-Year Cash Commltments

Credit Rating Pillars-Peer Group Gomparison

NI

Business Risk 4

Cash Flow Cushion I
Solvency Score 5

Distance to Delault 4

Seclot

4.7

7.1

56

4.t

%ol
IJSD Millions Commitments

35 06

2,168 38 0

2,203 38 6

1,500 26 3

3.703 64.8

Univetse

5.0

o.l

4.9

3.9

Credit Rating BBB

Source: Morninqstar Eslimates

Note: Sconng h on a scale 1{0, 1 being Best, l0 beinq Worst

BBB+ BBB+

Morningsbrandnrmlb€'qodUcedindo|eorinF(orUs

Page 5 ot 19
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Credit Analysis

increases. These mechanisms provide transparent and

predictable earnings and cash flow that support the

relatively high leverage of the company.

NiSource increased its annual dividend bv $0.04 per share

in2012 and 201 3, bringlng the dividend to $1 00 per share.

These increases were the first in 10 years following a

dividend cut in 2003 to strengthen its balance sheet

following the Columbia Energy Group acquisition NiSource

expects to continue3ok-Soh annual dividend growth, which

we think is achievable considering our 6.9% annual EPS

growth estimate during the next five years. We project a

dividend payout ratio near 60% in 2014 and 2015, a level

we believe is sustainable. lf the company did move fonrvard

with an MLP and lPO, the reduction in capital expenditures

and increase rn cash flow would likely result in a

recalibration of the common dividend to a hiqher level.

Enterprise Risk

Regulatory risk remains the key uncertainty, as the majority

of operating eamings are from businesses that are state-

or FEBC+egulated. That said, NiSource's regulatory

exposure is diversified due to operations in seven state

jurisdictions and its federal-regulated transmission

pipeline. FERC tends to be less influenced by political

agendas compared to state regulatory bodies and has a

m0re constructive regulatory framework. This usually

provides more transparent and predictable regulatory

decisions and higher allowed return on equity for its

transmission operations.NiSource has reduced some ofthe

regulatory uncertainty related to its planned natural gas

distribution and electric utility investments by receiving

pre-approval and favorable rate mechanisms. lts

investments ln nonregulated pipelines and other

infrastructure in the CPG segment come with higher return

potential but increased regulatory risk since they do not

have monopoly status or pre-set returns.Another potential

risk for NiSource's gas transmission and storage segment

is depressed natural gas prices reducing drilling activity in

the Marcellus and Utica shale-gas producing regions. We

assume NiSource's infrastructure investments will Droduce

strong earnings growth. A decllne in drilling activity would

likely lead to lower investment and earnings groMh. In early

201 1, NiSource reached a settlement agreement with the

U.S. EPA that requires about $850 million of capital

improvements to air pollution control systems at three

coal-flred power plants. NlSource expects to complete the

improvements by 2018. Although this provides some

certainty that the plants will continue to operate,

environmental rules could become stricter, requiring

additional capital investment or added operating cost that

may have uncertain cost recovery in regulated rates. This is

a risk facing all power plants, especially coal{ired ones
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Management & Ownership

Management Activity

Name Prsilion

R0BERTC SKAGGS,JB CEO/Director/President,Director

STEPHEN P SMITH Executive VP/CFO

CARBIE J. HIGHTI\4AN Executive VP/Other Executive
Officer

W LEE NUTTEB Director

GLEN L, KETTEBING Senior VB Divisional

GIEN L. KETTEBING SeniorVB Divisional

BOBERT D CAMPBELL SeniorVB Divisional

EILEEN 0'NEILL 0DUl\il

JOSEPHHAI\,4ROCK CEO.Divisional/ExecutiveVP

Shares Held Rep0d 0ate' InsiderActivity

682,153 18 Feb 2014

210.139 26 Feb 2014 22,845

156.776 24Feb20t4 14.125

Management 12 Sep 2013

We assign NiSource a standard stewardship rating. We

think management has done a good job managing state and

federal regulatory relations. In addition, although one could

argue it was luck that located N iSource's Columbia Pipeline

in the middle of the Marcellus Shale Gas and at the edge

of the Utica Shale regions, management has taken

advantage of this opportunity and developed pro.iects that

appear to provide returns significantly above the company's

cost of caoital.

Bobert Skaggs inherited a debtheavy balance sheet and a

shaky dividend when he became CEO in 2005. Since then,

the company has deleveraged and begun increasing its

dividend. In addition, management has reduced regulatory

risk by achieving favorable settlement agreements or

decisions for its Indiana electric utility and several of its gas

distribution companies. In addition, under Skagg's watch

the company recently received FEBC approval for its

long-term settlement agreement with customers that

allows NiSource to modernize the Columbia Transmission

Pipeline. The five-year $1.5 billion pro.ject is expected to

provide returns above NiSource's cost of capital and we

believe represents good stewardship of shareholder capital.

The company also appears to have a disciplined capital

approval process for its nonregulated investments.

ln 2012, Skaggs earned total compensation of

approximately $4.7 million. We believe this is a reasonable

level of compensation considering NiSource's size and

complexity. In addition, we think the significant portion of

total compensation that is long-term and based on financial

results and total shareholder return is alioned with

shareholders' interests.

123,014 l4 May 2013

I ]0,470 20Feb2014

I 10.470 ?0teb2014

108,688 28Feb2014

97.086 24 Mar 2009

85.533 30 Jan 2014

r4,000

14,000

7,000

'Represenu the date onwhich he owneft name, posrtron, and mmon sharcs heldwere reponed bythe holder orrssuer

Fund 0wnership

Top 0wne6

T. Bowe Price Equity Income Fund

Vanguard lVlid-Cap Index Fund

Vanguard lotal Stock MK ldx

JPNIorgan Mid Cap Value Fund

Utilities Select Sector SPDB@

Concentated Holders

EIC Energy Utility Fund

Beaves Utilities and Energy Infras Fund

Tortoise MLP & Prpehne Fund

Tortoise Pipeline & Energy

Fidelity VIP Utilities Portfolio

% ofShares % offund
Held Assets

3 11 1.08

1 59 0,35

1 52 0.05

1 19 0.90

1 08 2.24

0 04 514

0 03 5,06

0.54 4.90

0 17 4.31

0 03 4.29

31 Jan 20'14

31 Jan 2014

-249 30 Nov2013

534 30 Nov2013

31 Jan 2014

Chaqe
tkl

39

11

-557

-171

Podolo Date

31 Dec 2013

28 Feb2014

28 Feb2014

31 Jan 2014

20 Mar 2014

lnstitutional Transactions

Iop 5 Buyers

Deutsche Asset Mgml Inwt Gesenschaft

T. Bowe Price Associates, Inc

Pictet Asset l\4anagemenl SA

Citadel Advison Llc

J.P M0rgan Investment Management Inc

Top 5 Selle6

Deutsche Bank AG

Goldman Sachs Assel l\ilanagement, L.P

Cramer Rosenthal l\ilcclynn. LLC

ReavesWH&Colnc

Renarssance Technologies Corp

Shares
% ofShares % ofFund Boughv

Held tuseLs Sold (kl Poilolio oate

2.58 0 36 8.106 31 Dec 2013

7.85 0 19 2,748 31 Dec 2013

1.70 088 2.M6 31 Dec2013

0.4'l 0 05 900 31 Dec 2013

5.09 021 856 31 Dec 2013

0.78 0.10

0.03

1.21 0.94

0 43 1.47

008 002

-5,867 3'l Dec 2013

-3,547 3l Dec 2013

-2.014 3l Dec2013

-1,581 3l Dec2013

-873 3l Dec 2013
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35 51 uso 30.00 uso 21 00 uso 40 50 usD

Econonic Moatn Moal Trondil Slswardship

Narrow Stable Standard

Morningstar Credil Rating lndustry Group

BBB Utilities - Reoulated

Uncenainly

Medium

Analyst Notes

NiSource Posts Solid 2013 Results, Initiates In-Line 21114

Guidance, Makes Positive MLP Comments 18 Feb 2014

NiSource Nl reported 2013 operating earnings per share

of $1 .58 versus $1 .46 in 201 2. The strong results were $0.03

higher than our estimate and $0.02 above the consensus

estimate of $1 .56. All th ree operating segments posted so I id

results. In addition, NiSource initiated 2014 operating

earnings guidance of $1.6'l-$1.71 pershare. in linewith the

c0nsensus estrmate.

Management talked more positively about the chances of

restructuring Columbia Pipeline Group into a master limited

partnership. In recent discussions with management, low

credit ratings and potential tax leakage were the main

impediments to forming an MLP The improving credit profile

driven by recent regulatory decisions and legislation and

management s comments that recent tax w0rk may reduce

the potential tax leakage increase the likelihood that an

MLP could be announced before vear-end. The formation of

an MLP would probably eliminate the need for an equity

lssuance in 201 5. Based on our increased confldence in the

formation of an MLP, we are likely to modestly increase our

fair value estimate- 0ur nanow moat and stable moat trend

rating are unchanged.

NiSource currently trades at a significant premium to our

fair value estimate and its peers. We suspect the premium

valuation is due in oart to recent rumors that Dominion

Besources D is looklng to acquire NiSource We think this

acquisition is unlikely. In our opinion, mergers are heavily

influenced by personal issues. 0ur takeaways from our

November 2013 meeting with management included the

observation of a relatively young and engaged CEO who is

doing a solid job of running NiSource. Bob Skaggs did not

imoress us as a Derson interested in retirement at this tlme.

Thus, we believe investors should not pay a premium

valuation that assumes NiSource is a potential acquisition

target.

NiSource's Capital Expenditure Plan Supports EPS

Growth Target, but MIP Formation Downplayed 11 Nov

201 3

We had the opportunity to meet with NiSources senior

management team at the 48th Edison Electric Institute

Financial Conference in 0rlando, Fla. Our main takeaway

was that management has a doable long{erm capital

expenditure program and regulatory frameworks to allow

NiSource to achieve a 6.5% average compounded annual

EPS groMh rate and increase its common dividend over 4%

peryear. This earnings gromh rate is ln line with the 5%-7%

range management has targeted. we are reaffirming our

narrow moatand stable moattrend ratinos and our fairvalue

estimate of $27 per share.

We expect capital expenditures to average about $2 billion

per year during the next five years. The environmental

control expenditures at N|PSC0s coal-fired plants have

peaked and will now wind down as the seven-year, $1.7

billion investments for electric and natural gas distribution

system improvements in Indiana ramp up. Since NiSource

is the first Indiana uti I ity to use new legislation that provides

a rate tracker mechanism for recovery of these investments,

management expects litigation. However, management

believes the lawwill pass legal scrutiny and the only issues

will be its administration. We agree with this assessment,

but if it is wrong, consolidated capital expendltures and

earnings will likely fall short of our estimates.

Overall, we thought the tone of the meeting was very good.

In our opinion, the only negative was managements

reiteration of its concern about the formation of a master

limited partnership. Management believes the tax leakage

will be too significant and the credit issues too complex to

create an MLP with the firm's natural gas transmission

pipelines and midstream assets at this time. After

io|€'{tinlnmdnn,|rmsesandiere|raten0|aofrbhrfse||a3€cwivdaeno|Wm|dbbmrec!Gr|6Efac:J'de]heainimsexpre$ed'€
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Considor Buy Consider Sell

21.00usD 40.50us0
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Medium
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llo.tTEndn Slewadship

Stable Standard

Moningstar Crodil Fating Industy Grclp

BBB Utililies - Reoulated

Analyst Notes

CenterPoint Energy and Dominion Resources announced

plans to form an MLP, the shares of both benefited. We

believe it could be a long time before NiSource heads down

the MLP path.

NiSource Repofis Solid 30 Besults; Indiana llodenization

PlanonTrack 01 Nov2013

NiSource reported third-quarter operating earnings per

share of $0.18 versus $0.04 in the same Deriod last vear.

The improved results were primarily due to the fact that in

2012, Columbia Pipeline Group operations were negatively

affected by the customer settlement related to the

infrastructure modemization program. NiSource reiterated

its 2013 operating earnings guidance of $1.50-$1.60 per

share. Our estimate of $1.56 per share is unchanged. We

are also reaffirming our narrow moat and stable moat trend

ratings and our fair value estimate of $27 per share.

In line with Indiana legislation passed earlier this year, in

early 0ctober NIPSC0 filed its natural gas infrastructure

modernization and expansion plan with the lndiana Utility

Regulatory Commission. Management indicated the $700

million seven-year gas program and the previously filed $1

billion electric modernization program will begin by the

middle of next year following approval by the IUBC. These

programs will ramp up as the environmental expenditures

for NIPSCO's coal-fired power plants are nearing

completion. Management believes this timing will result in

steady capital expenditures during the next few years and

additional equity will not be required until 2015.

Management now believes the equity issuance will be in

the second half of 2015. We assume a $400 million eouitv

tssuance.

|.Nmm.lUn|ssots0issplodfinasrlf4[.msntFUrG€9irrrtonhinhscodqinffisiFf|q'nddisrifisb€{ThinfdMh'dab,adF€sand|onsF8dh
ldelyldintom.tionslFss€sanntuetrefienddolldhhryorsellaserrrryddendwilildlohcm4cordebndcmE lhoeinift€g#daGasdttwffrda.sutiecrbcbEEfMmtc! troplr!fsds€
|eqUrdby|aqM0hmgs@shddbreW5d|efo..ruedngd.ci5Ms6qEs(0f||ossIs|itiDtm'0rre|aEdh
Momingsr rd ry nd be rcFo*.€d. in trh ( in Fn, or u6ed in 4 mannei $hod tu pior uiM cmsenl ol MmiroM. To odar rqitr. call +l 312J96S100 To limse tu Gi.ilch, call +1 312$9ffi
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Financial Summary and Forecosts

fiscal Year Ends ir December

Gfowth i0/6 YoY)

Revenue

EBIT

EBITDA

Net lncome

Diluted EPS

Earnings Before Interest, after Tax

Free Cash Flow

3-Year

His CAGB

-4 1

68
39

13.2

9.0

4.4

-237.7

201 1

-63

-4U

141

r0I
104

-88 S

2012

-'15,9

12.t

9.6

12.4

7.9

4.1

339 3

2013

118

84

b4

13.0

83

-1 0

-631 2

2014

82

12.7

99

6.5

46
16.8

58.5

5 Yeal

2015 Ptoj. CAGq

6.6 6.8

9.4 9.8

9.3 8.9

8.8 9.0

8.t 6.9

47 8.0

148 0

Pr)lilab lity

0perating Margin %

EBITDA Margin 7o

Net Margin %

Free Cash Flow Margin %

R0rc %

Adjusted ROlC %

Return on Assets %

Beturn on Eo[itv %

3-Year

llist A!g

t8.6

28.7

7.9

-1 7

7.3

10.0

t9
7.7

7011

153

243

65

03

76

106

15

60

2012

20.5

J t.o

8.6

7.5

10.2

2,0

79

2013

199

30r

81

-o/
6S

91

93

2014

20.7

30.6

8.6

-2,6

7.4

9.7

2.2

88

b feal

2015 Prot AW

21.3 2t I
3t 4 320
8.8 9.1

-60 -29

7.2 7.2

92 90

22 2.3

92 9.4

Leveaage

Debt/Capital

TOTAI DEbt/EBITDA

EBITDA/lnterest Expense

3-Year

Hisl Avg

0.60

5.23

3.94

z0ll

0.61

F /F

388

2017

0.5s

5.06

3.83

2013

060

3 tJ

411

2014

061

5.21

4,03

5-Yeil

2015 Ptot. Atp

0.63 0 62

5.26 5.10

399 407

Valuation Summary and Forecasts
2012

Price/Fair Value

Price/Earnings

EV/EB DA

EV/EBIT

Free Cash Flow Yield %

Dividend Yield %

Key Valuation Drivers

Cost of Equity %

Pre-Tax Cost oi Debt %

Weighted Average Cost of Capital %

Long-Run Tax Rate %

Srage ll EBI GroMh Rate o/5

Slage ll Investment Rate %

Peroetuio Year

2013 20t4tEt 2015tE)

Discounted Cash Flow Valuation

Present Value Stage I

Present ValLe Stage ll

Present ValLre Staqe lll

F mValue Per Share
USD M (%l Value

1 00 122

170 208 2t2
99 112 10.6

152 17 0 t5.6

-30 -44 -5.2

35 30 3.0

t96

9.7

142

48

10 0

50

35.0

10

875

tf,

18,155

10

-8,834

35

55.U

0.22

2t.65

0,1 1

.816 -4 5 -2.55

1,359 7 5 4,25

17.611 970 55,12

Addttional esinates and scenar os available ior oowd0ad ar htp://select m0ntno{ar.c0n

100.0

Equity Value 3,425 29.50

Projected Diluted Shares 320

Fair Value per Sharc (USD)

The data In the lable abov€ repr€s€nt bas€{ase forecast in the companyt repolting
cutrency as ot the begrnning ofthe cu(ent yea[ our fairvalue e$imale may difter lrom the
equ lyvalue p0rshare shown above due to our tine value 01 money adjU*ment and in cases
where probabrlify{e ghted scenano analysis is pedomed.

Toial Firm V.lue

Cash and Equivalents

Debt

Preferred Stock

Other Adiustments
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Last Prico

35 51 uso

i"i.V"lu" Consider Buy consider Sell

30.00us0 21 00usD 40.50usD

Uncsrtainty Economiclloatil MoatTEndil Stewardship

Stable Standard

Moningstal Clcdit Rsting Industry oruup

BBB Utilities - ReoulatedMedium Narrow

Morn ingstar Analyst Forecasts

Income Statement {USD Mil)

Fiscal Year Ends in December

Bevenue

llost of Goods Sold

2011

6,019

2 556

2012

5,061

1 542

F^.a.a.t

2013 2014 2015

5,557 6,tB 6,n4

1 816 2 023 2.109

GrGs Profit

Selling, General & Administrative Expenses

0ther 0perating Expense {lncome)

Other 0perating Expense {lncome)

Depreciation & Amortizatlon {if reported separatelyi

3,463

1 111

295

-tc

538

3,520

1,663

288

-32

562

3W

1.874

301

-36

511

4,tu

1,976 2,tlt
n7 307

45 -49

6A3 658

4,4r5

0pcrating Income {ex charges}

Restructuring & 0ther Cash Charges

lmpaiment Charges {il reported separatelyl

Othcr Non-Cash lln.omel/Chardcr

1,125s2. 1,039 1269 1,388

17 4 -r8

Operating Income (incl charges)

Interest Expense

905

317

1,043 1,143

415

24

,2N t388

lnlFrcsf ln.ome -61

418

2

465

5

JIJ

5

Prc-Tax Incone

Income Tax Expense

Other AfterTax Cash Galns {Losses)

Other AfterTax Non-Cash Gains (Losses)

(lvlinority Interest)

(Prefered Dividendsl

308202216

45t

toJ

-566-
35

546 ta &R N)

283

l{et Income

Weighted Average Diluted Shares 0utstanding 319314

416

300

2S

289

532 w ,nz

321

Diluted Eamings Per Share

Adjusted Net Income 526431

r03

389

139 1t0

494

t.65 ,.78

572

Diluted Earnings Per Share (Adiustedl

Dividends Per Common Share

EBITDA

Adiusred EBITDA

r35 L46 ,78,65158

0.92

I,443

I,460

094

1,m5

1,601

0.98

1,121

I,703

1.02 1.ffi

t,8n zM6
t,8n 2,046

'olel 
for inlnMrmd pps*

Mmingsw d q nol b reFoduced, in dde tr in F( or used in any miler, wrtt he Fior wirn consei ol Morningsbl To ddef GFinb, call+l 312-69F6100 To lbense he rs€arh, callrl 31159f
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NiSource lnc Nl ,r li, i*rt
Lsst Price

35.51 uso

FairValue Gonsider Buy

30.00 uso 21.00 usD

Consider Sell Uncslt.inty Ecotromic MoatE

40 50 usD Medium Nanow

Mo8tTrendil Stewardship

Stable Standard

Morningstar Cledit Rating ltrdusty Grurp

BBB Utilities - Reoulated

Morn i ngstar Analyst Forecasts

Balance Sheet (USD Mill
Fiscal Year Ends in December

Cash and Equivalents

lnvestments

Accounts Receivable

Inventory

Deferred Tax Assets lCurrent)

other Short Term Assets

201 1

172

855

566

655

2012

83

907

496

866

Farecast
2013 2014 20t5

35 199 t68

1,006 t,un 1,162

500 554 578

618 750 750

Curent Asscts

Net Property Plant, and Equipment

Goodwlll

other Intangibles

Deferred Tax Assets lLong-Terml

0$er Long-Tem Operating Assets

Long-Term Non-0perating Assets

2248

11,800

3,611

298

2,68s

2lEi2.

r2,916

3.611

281

2,613

2,19

14,365

3,666

216

2,188

1594 2658

15,843 17.259

3,666 3.666

276 276

2,56t 2,689

Total Assets

Accounts Payable

Short-Term Debt

Deferred Tax Liabilities (Current)

0ther Short-Term Liabilities

20,708

435

1,687

21t45

539

1,2U

1,479

n,654

619

1.241

1,319

24,940 26,W

690 719

t,250 1.250

1,500 1,500

Curent Liabilities

Long-Tem Debt

Defened Tax Liabilities {Long-Term)

other Long-Term Operating Liabilities

Long-Term Non-Operating Liabilities

3,646

6,267

2,542

3,256

3302

6,819

, aq?

3,2r6

3,178

7.593

3.218

2,118

3,M) 3,469

8,500 9,5ffi

3,632 3,!t63

3,252 3,236

Total [iabilities

Prefened Stock

Common Stock

Addltional Paid-in Capital

Retained Earnings (Def cit)

{Treasury Stock)

0ther Eouitv

15,711

3

4,1 68

917

.Jl

-60

16,290

3

4,598

1,060

-66

16,767

3

4,690

1,286

49
44

tt,a:t m,l69

JJ

4,725 4,760

|,486 |,717

-49 49
49 -54

Shareholde/s Equity

lvlinority Interest

/tlgt 5,88t 6,fl7 6379

Total Equity 4,997 s554 5 887 6,117 6,179

Mdniqsbr and mry not b r€podlced. n sde or in Fa or us€d in ary manne4 ffiout he pior wi(en ffied olMohiryta To oda. rrytr, call+l 31h95{1@ To liceise h res€&h, crll-1 312ffi
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Last Prico Fair Valuo

35 51 usD 30.00 uso

Consider Buy Considor Sell uncertainty

21.00 uso 40,50 uso Medi:m

EconomicMoatrt MoatTrendil Sl€waldshiD

Narrow Stable Slandard

lroining*trr cr"air n"tirg iil;; d;;;
BBB Utilities - Reoulated

Morningstar Analyst Forecasts

c*r' ii"* fuso nriii

Fiscal Year Ends in December

Net lncome

2013

s32

Fotuast
2014 2015

526 5/2

-85

-54

-t32

7l

t8l

Depreclation

Arnortization

Slock-Based Compensation

lmpairment ol Goodwill

lmpairnent of 0ther Intangibles

Defened Taxes

0ther Non-Cash Adjustments

(lncrease) Decrease in Accounts Receivable

llncreaseI Decrease in Inventory

Change in other Short-Term Assets

Increase lDecreasel in Accounts Payable

Change in Other Short-Term Liabilities

201 1

299

538

39

178

217

220

-142

-274

-155

2012

4to

-cl

62

-157

57

-72

-24

29

562 511 603 658

45 51 49 53

;;;;
25 -65

-s5

-s

8l

:
Gash From 0porationt

{Capital Expenditures}

Net {Acquisitions}, Asset Sales, and Disposals

Net Sales (Purchases) of Investments

Other Investing Cash Flows

m

-1,125

s

-34

1fr4

-1,499

26

cl

1,&:t

1,880

td

-148

-2,08t 2,074

t,5tt9l,,ltt

160 143

Cash From Inv*ting

Common Stock lssuance lor Bepurchase)

Common Slock (Dividendsl

Short-Term Debt lssuance lor fletirementl

Long-Term Debt lssuance (or Retirementl

Other F nancing Cash Flows

35

-326

o

907

-49

1,91-2,010-t,M

36

-306

-78

794

-1,149

21

-258

-23

541

314

-273

-582

656

-22r6

35

-al

t.un
-53

Cash From Finoncing

Exchange Rates, Discontinued 0ps, etc. {nell 125

r75nl

-50

445 576 642

lla Ghange in Gash -:nta-10E

so|e|YfnrinfiMim|pip3!sendf.r€'f0'em|a0fIer|ohrfsB||!i€.tiirand.r.n0iwidd|obtstcomd!bt*cUtgDTh@inimressda
requiedbY|awMuning9'shd|n0|bl0srib|e|otany[adirdq'sions,suud8'|
Moninqsk d ry Dt be .goduced, in trl r in F( or used in 4 nilnli tut h fior wib m3enl ol Mmq€. To ilhr reFitr, cd +l 312S9ffi1m To ficens€ h r€g6, iall +1 312-89F6869
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NiSource Inc Nl ,ili,:'*rk
Last Prico Fair Value Consider Buy Consid€r Sell

35 51 usD 30.00 uso 21.00 usD 40.50 usD

EconomicMoatil MoatTrendil Stewardshio

Narrow Stable Standard

Morningstar Credit Rating Industry Group

BBB Urilities - Reoulated

Uncartainty

Medium

Comparable Company Ana lysis

These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order

Valuation Analysis

Companynlcker

Dominion Resources lnc ; i iA
Sempra Energy Siii: 

',iSA

CenterPoint Energy Inc I.U'ir.in

SCANA Corp ljilil ii'l.i

Average

l{iSource lnc l\il IJS

Returns Analysis

Growth Analysis

Company,4rcker

Dominion Hesources lnc.) i :,:

Sempra Energy ll:: ,i:ii'
CenterPoint Energy Inc i:ti' i,S,:;

SCANACoTp:irli 1..1

Average

NiSource Inc fi?l lJ$

20141E) 2015lEl | 2A13

19.9 tg.t :

21 4 19.7 |

18.7 t8.2: 9.4

140 13.7: 9.3

t8.5 17.7 S 4

212 19.6: 112

2013 2014(El 201slE1 . 2013

NM -34 4:
NM 93./ :

150 21 7 18.3 1 2,3

Nlv NM 13.0. 1.5

15 0 2t.7 16.2 1 I
ttfM NM: 1.8

PriceAales

2014lEl 20151E) 1 2013

32 3.4 |

2.0 19 |

2.2 2.1 | 13

t3 121 16

2.2 2.1 1 5

1.8 t.7 | 1.8

: DiYidmd Yiold %

Pnceftai :

Value : 2013

I to :

099 : 198

1.06 : 14.6

172

129 . Al.8

: Price/Earnings : EV/E8rDA

2014lEl 2A15(E)

11 1 10.5

10.4 9.8

9.4 9.5

8.8 8.2

9.9 9.5

,0.6 9.7

Price/F ee Cssh Row Prlco/8ook

2A14lE) 20151E1

2.7 2.6

2.2 2.t

12 12

t.t lJ
19 t9
1.8 ,.7

: RolC "i : Adiusted RolC % : Return on Equity cA : Retu.[ m Ass* %

'^'''i[liix*'.i! ,Company/Tcker {[/0 : 2013 20141E) 2A15lE) , 2413 2014(E) 2015lEl | 2013 2014lEl 2a15lE] : 1A13 2A14lE) 20151E)

DominionResourceslnci ij-i.ii 
-USo 

: 9.2 83 7.9. 10,1 9.0 8.6 | 175 17.2 1'6.6. 4.0 39 3.8

SempraEnergyiii: ,i.1, 
-uso : 68 56 5.8: 7.4 6.1 63 | 97 10.1 lA5t 2.8 2.9 30

CenterPointEnergylnci.';i..,:i -usD , 6.6 6.6 6.6: 7.5 7.5 7.4: 118 ll9 118: 23 2.4 2.5

scANAcorpsi,i,:"lj.i -usD: 65 6.2 6.lt 65 6.2 6l: 108 tA.4 t1.tt 32 31 3.1

Average 7 3 6,7 6.6 7.9 7.2 7.1 12.5 12.4 12.3 3,1 3.1 3.1

NiSource Inc Sl U9 22,654 usD : 6.9 7,4 7.2 . 9.1 9.7 92 i 93 8.8 9.2 . 2.4 2.2 22

: FreeC.shFowG.owth%

2013 20141E1 20151E)

3,5 37

2.8 2.9

3.5 3.7 3.5

40 4,2 45

3.8 36 3.8

3.0 3.0 3.t

DividqdAlar! G.owth %

2013 2014lEl z1ts(El

6 6 6.7 6.3

50 40 40

2.5 41 4.6

2.5 2.5 2.4

4.2 4 5 4.3

43 4.1 3.9

: Rcvenuc Grewlh i6
Las Hinorical Year ;

llwenue :

llrit) i 20]3 2014lEl

14,233 usD i 81 5.5

1 0,560 usD : 9.5 2.5

8,005us0: 7.4 2.8

4.493usD: 76 3.2

q2 7E

5,557usD i 11.8 8.2

EBIT Gromh % EPS Growth *

2AlslE): 2013

53 : 136,0

32: 35,1

3.1 : -24.8

3.9 | 13.4

3.9 39.9

6.6, 8.4

2014lEl 2015(El | 2013

41 3.8t 33

39 7.9t 09

13 l3: 4.1

5.5 8.2 , 8'l

3.7 5.3 3 6

,27 9.4'. 83

2014lEl 2015(E1.. 2013 z014lEl 20151E)

5.5 3.9: -38.1 -59.5 t43,5

2,3 84: -133.0 -177.3 -316.5

5.8 2.8 | 256.2 -42.4 7.7

3.9 2.6: 421.4 126.8 -13.9

4.4 4 4 126.6 38.1 -1t6.6

4.6 8.1 | {ts12 -58.5 148.0
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30.00 uso 2l,00 usD

Consider Sell

40 50 uso

Uncsdoinly Economicitoatil

Medium Narrow

MoatTrendil Stcwrrdship llorningstar Crodit Bstirg Industy Grcup

Stable Standard BBB Utilities - Reoulated35.51 uso

Comparable Company Analysis

These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Prolitability Analysis

LastHistoricatyear:G|6tarlhl. 
tEBlTtAilarehta :operdingila.gin% :tdilrrlinT !frecc.shFlwilstgln%

Netlncore !
Company/llck€r (Mill : 2013 2014lEl 20151E] . 2013 2014(El 2015(El | 2a13 20t4lEl 20t5(A : 2a13 2014(El 20t5lEl | 2013 2aulEl 2015(El

DominionBesourceslnci.tjil,', 1,931 usD: 580 580 58.0: 370 37.5 37.7: 267 26.3 25.9. 136 137 136 | -07 -5.1 -7.5

sempraEnergylii iii:;i\ 1,095us0,62.4 63.8 U9:301 31 6 32.7:199 20.1 21 0:104 10.4 10,9, -25 48 2.3

centerPointEnergylnci::lirij-(ii 517usD: 48.5 47.8 47.01 73.4 22.6 218t 12.1 ll9 ll.7: 6.5 6.7 6.7i 8.5 5.7 6.6

scANAcorplijii|ji.n 477usD : 51.1 51.9 53.0'. 30.4 31 0 32.1 | 21.1 22.2 23.1 t 10.6 I'l 1 114 | -10.5 -13.6 11.2

Average a:r: 510 ss.4 s5.t 302 n] 3t-t 2x.1 20.i"' 20.4 103 ,0.8 .10.1 -1.3 4.5 '-25
tfisource fnc Nlus {94usD I 6t3 67.0 6t.t t 30.t flt.6 gl.4', 199 n.7 21.3 | 8.7 8.6 e,t ; {.0 -93 4.0

Leverage Analysis

comparry/ncksr

Dominion Resources lnc il i-(,:.

Senrpra Energy !iii ir -;i

CenlerPoint Energy Inc i.i"' i.)i
SCANA Corp S',lil 1,:iji

Average

ItliSource lnc l{l U$

: D€4/Equiq %

tast Historcal Year :

Iotal Debt :

lMifl : 2013 ml4El zorgEl

22.400usD : 't90.6 187.1 187.6

13,360 usD : 122 5 t2l 0 118.3

8,700usD : 193.3 176.0 162.2

6,244usD : 134.3 t3l 5 133.2

1602 153.9 t50i
SEl4usD : 150.1 lg.4 1il.5

DcbuTotal C!0 % EBtntMnt nlt Exp,

2013 2014lEl

63 6.6

5.1 5.4

42 4.4

4.4 42

5.0 52

4.r 1.0

Td.l Deh/EBfDA ArsetsFquily

2013

65.6

55 1

659

51 3

61.0

60.0

2014tE) 20151E)

65 2 65.2

548 542

63.8 61 I
56.8 5/.1

60.2 59.6

61.5 62.8

20151E) :.

6.5 ,

44 |

40 |

5.1

4.0 .

20t4lt) 20tslEl

42 43

4t 3.9

45 43

48 49

44 44

52 5.3

2013

4.3

3.5

5.0

J-4

4.1

3J

2013

4.3

4.2

AA

AC

4.4

52

ntqEl Ms(El
42 4.2

35 3.4

48 47

32 3,2

3.9 3.9

4.t 42

Liquidity Analysis

Company/ncksr

Dominion Resources Inc i,; -iii
Sempra Energy S?i i;Sii

CenterPoint Energy Inc f:n ir ij<..i

SCANA Corp :jt. j ii:in
Average

I{iSource lnc Nl US

Cash Drr Sh.ro
Markel Cap :

lMill : 2013 2014lEl

40.570us0: 0.43 0.45

23,570usD:365 162

10,164us0:140 147

7,006 usD : 1.49 2.13

| 114 142

10,9.58us0 : 0.11 0.P

: Currenl Batio

201gEl : 2013 20141E)

0.48 | 0.68 0.70

2.02 | 0.81 0.95

190: 100 1,02

2.17 . 490 0.94

I a: a86 0.90

0.52: 0.68 0.75

: tuid Barlo

ntqq: 2013 2014lEl

0.71 | 0.V 0.4

0.95 | 0.71 0.U

1,09, 086 0.89

0.97 | 068 0.73

0.93 : 011 0.75

0.n: 0.n 0.59

: Cash6hod-lomDlbt :

| 2013 nr4lE) 2015lEl ,

: 0.06 0.07 0.0/ .

: 0.48 0.40 0.51 ,

12t |.27 |.65 :

0 2s 0,34 0,35 ;

0.50 052 0.65 |

: 0.03 0.16' O.l3 |

P€yod88tio%

2013 20t4lEl 20t5lEl

67.s ffi.3 ffi.g

61.0 58.4 56.0

693 686 69.8

s96 588 58,7

64 4 63.5 63.6

sr.8 61.9 59.5

ntsE)

0.55

0.84

0.96

0.75

0.78

0.il

sde|ylfinlnml0ns|ppiesd$elefr'emrannfdfhr[s|IasFftY,idfan0twmEd$bcnr(comd9ffacc[fl80p|n|m'gqebrda
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Besearch Methodology for Valuing Companies

CompoIenG of 0ul
Meftodology

> Econonic N/oatil Ratinq

> [4oat Treniru Baling

> lVoat Valualion

t Three-Stage Discounted

Cash Flow

> WeiElried Average Cost

of Caplial

> Fair Vaiue Estimate

> Scenario Aralysis

> Unceftainl Batiigs

> lvla'giil of Safeiy

> Consider BuyinglSellirg

> Siewardship Raiing

The Morningstar Bating for stocks identifies companies trad

ing at a discount or premium t0 our analysts'assessment of

their fair value A number of conrponents drive this rating: (1 )

our assessment of the firm's economic moat, {2) our estimate

of the stocks intrinsic value based on a dlscounted cash-f ow

model, (3) the margin of safety bands we apply to our Fair

Value Estimate, and (4) the current stock price relative to our

fair value estimate.

The concept of the Morningstar Economic Moatw Bating

plays a vital role not only in our qualitative assessment of a

firm's investment potential, but also in our valuation process

We assign three moat ratings-none, narrow, or wide-as

well as the Morningstar Moat TrendTM Rating-positive,

stable, or negative-to each company we cover. There are

two major requirements for firms to earn either a narrow or

wide moat rating: (1 ) the prospect of earning above-average

returns on capital; and {2) some competitive edge that pre-

vents these returns from quickly eroding The assumptions

we make about a firms moat determine the length of "eco-

nomic outperformance" that we assume in the latter stages

of our valuation model We also ouantifv the value of each

finr s moat, which represents the difference between a firm's

enterorise value and the value ofthe {inn if no future net in-

vestment were to occur. Said differentlv. moat value identi-

fies the value generated by the firm as a result of any future

net new investment Our Moat Trend Bating ref ects our as-

sessment of whether each firm s competitive advantage is

either getting stronger or weaker, since we think of moats as

dynamic, rather than static

At the heart of our valuation system is a detailed prolection

of a company's future cash flows The first stage of our three-

stage discounted cash flow model can last fronr 5 to 1 0 years

and contains numerous detailed assumotions about various

financial and operating items The second stage of our mod-

ei-where a finn's return on new invested capital {R0N|C)

and earnings growth rate implicitly fade until the perpetuity

year---ran last anywhere from 0 years (for no-moat firms) to

20 years (for wide-moat companies) In our third stage, we

assume the firm s R0NIC equals its weighted average cost of

capital, and we calculate a continuing value using a standard

Morningstar Research Methodology for Valuing Companies
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Research Methodology for Valuing Gompanies

Detailed Itethodology
Itocmetrb and ildterialsr
> Conprehensi!€

Equiry Research [4ethodology

> Unceftainty N4ethodology

> Cosi of Equity l\4ethodology

> [4ominqstar DCF

Valuarion l,4odel

> St€wardship Rating

NlethoColog:r

' ilt,:st acti-i ij siits
iep?stria$rs {tr Eiilre

inl!ilnrtiil

perpetuity formula. In deciding on the rate at which to dis-

count future cash flows, we ignore stock-price volatility.

Instead, we relv on a svstem that measures the estimated

volatility of a firm s underlying future free cash flows, tak-

ing into account fundamental factors such as the diversity of

revenue s0urces and the firm s fixed cost structure.

We also employ a number of other tools to augment ourvalG

ation process, including scenario analysis, where we assess

the likelihood and oerformance of a business under different

economic and firm-specific conditions. 0ur analysts \pically
model three to five scenarios for each companv we cover,

stress-testing the model and examlning the distribution of

resulting fair values.

The Morningstar Uncertainty Bating captures the range of

these ootential Jair values, based on an assessment of a

company's future sales range, the firms operating and f-
nancial leverage, and any other contingent events that may

impact the business. Our analysts use this range to assign

an appropriate margin of safety-or the discount/premium

to a fair value we apply in settinq our consider buying/con

sider selling prices Firms trading below our consider-buying

prices receive our highest rating of five stars, whereas flrnrs

trading above our consider-selling prices receive our lowest

rating of one star

0ur corporate Stewardship Rating represents our assess-

ment of management's stewardship of shareholder capital,

with particular emphasis on capital allocation decisions.

Analysts consider companies' investment strategy and

valuation, financial leverage, dividend and share buyback

policies, execution, compensation, related party transac-

tions, and accounting practices Corporate governance

practices are only considered if they've had a demonstrated

impact on shareholder value. Analysts assign one of three

ratings: "Exemplary," "Standard," and "Poor." Analysts judge

stewardship from an equity holdels perspective. Batlngs

are determined on an absolute basis. Most comoanies will

receive a Standard rating, and fiis is the default rating in

the absence of evidence that managers have made

exceptionally strong or poor capital allocation decisions.

Morningstar Margin ol Safoty and Star Rating Bands

Price/Fajr Value
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Morningstar's Approach to Rating Corporate Gredit

0ffefs a proprietary

measure of the credit qual-

i1y of companies on our

coverage ltst

Encapsulales our in-depth

moCeling and quantitative

work in one letter grade

Allows investors 10 rank

companies by each of

the four underlying com-

ponents of our credit

ratings, including both

ana ysfdriven and

quantrtative measures

Provides access to all

the underlying fcrecasts

that go into the rating,

available through our insti-

tuticnal service

Purpose

The Morningstar Corporate Credit Rating measures the

ability of a firm to satisfy its debt and debt-like obligations.

The higher the rating, the less likely we think the company

is to default on these obligations

The Morningstar Corporate Credit Rating builds on the

modeling expertise of our securities research team, For

each company, we publish:

> Five years of detailed pro-forma financial statements

> Annual estimates ol free cash flonr

> Annual forecasts of return on invested capital

> Scenario analyses, including upside and downside cases

> Forecasts of leverage, coverage, and liquidity ratios

for iive years

> Estimates of off balance sheet liabilities

These forecasts are key inputs into the Morningstar

Corporate Credit Bating and are available to subscribers

at select,morn Ingstarcom.

Methodology

We feel its important to perform credit analysis through

diJferent lenses-qualitative and quantitative, as well as

fundamental and market-driven We therefore evaluate

each company in four broad categories

Business Bisk

Busi ness Risk captures the fundamenta I uncerta inty around

a firm's business operations and the cash flow generated

by those operations Key componenls of the Business Fisk

rating include the Morningstar Economic Moat- Rating and

the lvlorningstar Uncertainty Bating.

Cash Flow Cushion-

Morningstar's proprietary Cash Flow Cushion^'ratio is a

fundamental indicator of a firms future financial health

The measure reveals how many times a company's internal

cash generation plus total excess liquid cash will cover

its debt-like contractual commitments over the next

five years The Cash Flow Cushion acts as a predictor of

financial distress, bringing to light potential refinancing,

operational, and liquidity risks inherent to the firm.

Morningstar Research Methodology for 0etermining Corporate Credit Ratings

Analyst conducts

compary an0

industry research:

. Management interviews

. Ccnference calls

. Trade show visits

. Competilor, suppliet

distributor and

custcmer rnteTvrews

. Assign Economic

Moat'* Rating

Analyst considers

cornpany frnancial

statements

an0 c0mpellve

oynamrcs l0

forecast fulure

iree cash

flows to th€ firm

Analyst derives

estimate oi Cash-

Flow Cushion^'

Analysls run bull

an0 0ear cases

through the model

t0 deflVe A tetnate

estimates of

eFterpnse value

Based on cornpet-

Itive analysis,

cash-flow fore-

casls, an0

scenarlo analysis,

the analyst

assrgns

Business Bisk

We gaue e a firm s

health uslng

quantitative tools

supported by our

own backtesting

and academic

research

. Morningstar

Solvency Score*

. Dislance to Delault

T.l, ffiffis

*#A 
r;'

AAA Extremely Low Oeiauit Bisk

AA Very Low Defarlt Fisk

A Low Default Bisk

BBB l\,4oderate Default Risk

BB Above Average Defaull Bisk

I High t]efault Hisk

CCC Cunently Very High Default Risk

CG Crrrently Extreme Defau t Risk

G lmminent Palment Default

0 Payment Deiault

UB under Beview

UB+ Positive Credit lmplication

UR- Negative Credit lmplication

Senior personnel

review each

company lo

determine the

appropriate final

credit rating

. Review modeling

assumptions

' APProve

company-specilic

adlustrnents
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Morningstar's Approach to Rating Corporate Gredit

The advantage of the Cash Flow Cushion ratio relative to

other fundamental indicators of credit health is that the

measure focuses on the future cash-generating

performance of the flrm derived from Morningstar's

proprietary disccunted cash flow model. By making

standardized adjustments for certain expenses to reflect

their debt-like characteristics, we can compare future

projecte d free cash flows with debt-like cash commitments

coming due in any pafticular year The forward-looking

nature of this metric allows us to anticipate changes in a

firm's financial health and pinpoint periods where cash

shortfalls are likely to occur.

Mo rni ng sta r S o lvency Score*

The Monringstar Solvency Score- is a quantitative score

derived from both historical and forecasted financial ratios.

It includes ratios that focus on liquidity (a company's

ability to meet short term cash outflows), profitability

(a company's ability to generate prcfit per unit of input),

capital structure ihow does the c0mpany finance its

operations), and interest coverage (how much of profit is

used up by interest payments)

Distance to Default

Morningstar's quantitative Distance to Default measure

ranks companies on the likelihood that they will tumble

into financial distress. The measure is a linear model of the

percentile of a frrms leverage (ratio of Enterprise Value to

Market Value), the percentile of a firms equity volatility

relative to the rest of the universe and the interaction of

these two percentiles This is a proxy methodology for the

common definition of Distance to Default which relies on

option-based pricing nrodels The proxy has the benefit o{

increased breadth of coverage, greater simplici\ of

calculation, and more predictive power.

For each of these four categories, we assign a score, which

we then translate into a descriptive rating along the scale

of Very Good I Good / Fai I Poor / Very Poor

0verall Credit Rating

The four component ratings roll up into a s)ngle prelim-

inary credit rating To determine the final cred t rating,

a credit committee 0f at least five senior research per-

sonnel reviews each preliminary rating

We review credit ratings on a regular basis and as events

warrant. Any change in rating must be approved by the

Credit Rating Committee

lnvestor Access

Morningstar Corporate Credit Batings are available on

Morningstarcom. Our credit research, including detailed

cashJlow models that contain all of the components of the

Morningstar Corporate Credit Rating, is available to

subscribers at select morningstarc0m



NiSource
(Nr-NYSE)

Stock Rating: Market Perform
lndustry Rating: Market Perform

2Q14 Operationally on Point; Pipe Projects Progress

Event
NI reported 2Q14 core EPS of $0.25, in line with consensus and $0.02 above our

$0.23 estimate. With operationyEBlTDA collectively on poin! the beat to us

came from interest and taxes. Key takeaways: l) 2014 guidance was narrowed to

the upper halfofthe previous $1.61-$1.71 range, indicating a new range of$1.66-

$1.71 (we now reside at $1.71 post this $0.02 beat); 2) a potential MLP remains

under review, and we still anticipate an announcement by the end ofthis quarter at

NI's upcoming analyst day; 3) the -$1.5B Leach,lRayne proposals continue to

advance with additional detail expected in the coming weeks, adding confidence

to these major projects (which are already included in our valuation at $2/share of
NAV); 3) although it is earlier in the process, a third potential large pipeline

project WB Express, is also progressing, with more detail expected at the analyst

day; 4) NI also announced two new secured pipe projects in the MarcelluVUtic4

albeit smaller, in the $60mm area. Tha! along with ongoing discussion for a

potential expansion of the Big Pine Gathering System, demonstrates NI's ability

to continue to layer in additional grouth tied to its established footprint in this

regioq which also would benefit a potential MLP; and 5) newly enacted

legislation in MA could allow Columbia Gas of MA to reduce its recovery lag

(+$0.01 to EPS) as well as invest slightly more per year. As a resulg NI plans to

file its request by October with rates to be in effect in May 2015, if approved. All
eyes now turn to the September 29 analyst day.

lmpact & Analysis
Owing to the 2Q beat we are increasing our 2014 estimate by $0.02 to $ I .71 . We

have also reworked our model for the expected Leach,{Rayne projects to include

AFUDC, which will add an incremental -$0.04/year of noncash EPS until in
service in 4Q17. We are thus increasing our 2015-2016 estimates to $1.81 and

$1.88 from $1.77 and $1.77, respectively, resulting in about a 5% EPS CAGR.

Valuation & Recommendation
We are reaffrming our Market Perform rating and $38 price target, altlrough we

note WB Express represents another $l/share of upside optionality.

BMO Capital Markets Corp.
carl.kirst@bmo.com

Danilo Juvane, CFA / Leah Jordan, CFA
BMO Capital Markets Corp.
7 13-546-97 41 | 7 13-546-97 07
danilo.juvane@bmo.com / leah.jordan@bmo.com

July 31 ,2014

Garl Kirst, CFA

Price (31aJul) $37 68
Target Price $38,00
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713-546-9756

s2.Week High $39 70
s2-Week Low $28 85

220x 2O8x

$4 511 $4_25
84x Igx

$6,336 $6,563
$16,838 $16 838

$1,91 I $2,037
8 8x 8-3x

7te

CFPS
P/CFPS

$4 31 $4 37

Rev. ($mm) $5,091 $5,657
EV ($mm) $14,955 $16,838
EBITDA ($mm) $1 ,615 $1 ,745
EV/EBITDA 93x 96x

2013A
2014E

Quarterly EPS Q1 Q2 Q3 Q4
20124 $0 73 $0 23 $o 05 $0 44

$0 69 $0 23 $0 1E $0 47
$0.82s $0 25a $0 16 $0 48

Dividend $'l 00 Yield 27o/"
Book Value $18 21 PricerBook 2'lx
Shares O/S (mm) 313.3 Mkt. Cap (mm) $1 1 ,805
Float O/S (mm) 310 I Float Cap (mm) $11,712
wkly Vol (000s) 9,677 wkly $ Vol (mm) $326 7
Net Debt (3mm) $6,740 Next Rep. Date na

Notes: All values in US$
Major Shareholders:
First Call Mean Estimates: NISOURCE INC (US$) 2014E: $1 69
2O15E: S1 82

NisouE€ rDc. (M)
Eamhsfrre(Usl) 

8

30

m

1.6

1.1

1.2

1.0

200

100

0

200

100

0

15

't0

200

100

0

200

100

Nl R.llliveto SAP ffi

0L
2009 2011 2012 2013 2014

L$l Drh Poiil: Julv F 2014

(FY-Dec.) 20124 2013A m14E 2015E

EPS $1 44 $1.57 $1 711 $1 811

Changes
2014E Sl 69 to $1 71 2014E $4 45 to $4 51

to $1 8'l

Please refer to pages 7 to l0 for lmportant Disclosures, including the Analyst's Certification.
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NiSource

2Q14 at a Glance

NI reported 2Ql4 adjusted EPS of $0.25 in line with consensus and $0.02 above our $0.23

estimate. Primary deltas to our estimate along with business segment summaries are detailed

below:

Pipes on target. EBIT of $104 million was in line with our estimate. Of note, total throughput of
322 MMDth increased l2%o yly, mainly due to favorable pricing conditions to third-parry

interconnects in the Southeast region.

+$0.01 LDC. Adjusted EBIT of $63 million (net of weather and gain on asset sale) was higher

than our $56 million estimate, primarily due a greater net sales tariff Of note, total volumes of
198 MMDth increased 2o/oyly, mainly due to higher industrial throughput.

.$0.01 Electric. Adjusted EBIT of $60 million (net of weather and gain on asset sale) was lower

than our $65 million estimate, primarily due to lower volumes. Specifically, total volumes of
4,261 GW hours decreased 5o/oyly, mainly due to reduced market opportunities for off-system

sales.

Corp/Other on target. Adjusted EBIT of $0 million (net of gain on asset sale) was in line with

our estimate.

+$0.0{ lnterest. Interest expense of $109 million was lower than our $l l2 million estimate.

+$0.01 Taxes. The effective tax rate of 33oh was lower than our 357o estimate.

Major Project Update

Leach Express & Rayne Express

With an estimated capacity of 1.5 Bcfld, the proposed Leach Express project aims to transport

MarcellusAJtica gas southward, namely to the Leach and TCO Pool delivery points. We estimate

Leach Express to cost approximately $l.l-1.2 billion (at the midpoint) due to the size and scope

of the project. Specifically, Leach Express would involve looping and new building in addition to

incremental compression.

With an estimated capacity of 0.8 Bcf/d, the proposed Rayne Express project aims to backhaul the

remaining capacity of the Columbia Gulf Pipeline, transporting gas south to the Gulf Coast from

the Leach receipt point. Recognizing it is smaller in size and scope (e.g., additional compression

only) compared with Leach Express, we estimate Rayne Express to cost about $350-400 million.

Notably, NI previously received strong customer interest from its non-binding open seasons for
both the Leach and Rayne pipeline projects, and currently, NI remains in active discussion with
potential customers. We note firm contracts, and subsequently more detail, are likely in the

coming weeks.

On a combined basis, we estimate Rayne & Leach to represent approximately $1.5 billion of total

investment and over $200 million of annual EBITDA (assuming 7.0x deployment), which

provides -$2/share ofNPV (included in our $38 price target).
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WB Express

The proposed WB Express project aims to provide about 1.3 Bcf/d of takeaway capacity for
Marcellus gas to access both eastem and westem markets. Although it is still early in the process,

this project could be another -$l billion of investment given its sizelscope (similar to Leach

Express), which suggests over $l/share of additional upside. Notably, NI previously received

strong customer interest from a non-binding open season for this project, and currently, NI
remains in active discussion with potential customers. We look for more detail by the end of this
ouaner,
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Exhibit 1: NiSource lncome Statement
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Exhibit 2: NiSource Cash Flow Statement
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Exhibit 3: NiSource Balance Sheet
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Analyst's Certifi cation
I, Carl Kirst, CFA, hereby certi! that the views expressed in this report accurately reflect my personal views about the subject securities or issuers. I
also certiflr that no part ofmy compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this
report.

Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication ofideas to clients, performance ofrecommendations, accuracy ofearnings estimates, and service to clients.

Analysts employed by BMO Nesbift Bums Inc. and/or BMO Capital Markets Ltd. are not registered as research analysts with FINRA (exception: Alex
Arfaei). These analysts may not be associated persons of BMO Capital Markets Corp. and therefore may not be subject to the NASD Rule 271 I and
NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account.

Company Specific Disclosure
Disclosure 5: BMO Capital Markets or an affrliate received compensation for products or services other than investment banking services within the
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Non-Securities Related Services.
Disclosure 9: BMO Capital Markets makes a market in this security.

Methodology and Risks to Price TargeUValuation
Methodology: Our target price for NI is based on a sum-of-the parts valuation. We individually value each one of NI's business segments using a target
EV/EBITDA multiple approach. Our target multiple for each segment is derived from analyzing historical multiple trading ranges, peer multiples, and

adjusting for any expectation of future changes in investor sentiment, which would lead to multiple expansion/contraction We next add together the

segment valuations to reach an operating enterprise value, which is then adjusted for net debt, off-balance sheet items, operating leases, pension costs,

and any other non-operating obligations. After adjustments, we then have our net equity value, which is divided by fully diluted shares outstanding to
arrive at our target price.
Risks: Risks to our l2-month price target for Nl include: l) Conservation - conservation and bad debt expense from high commodity prices could
impact earnings more than the base level we have accounted for; 2) Weather; 3) Interest rates; 4) Regulatory risk - rulings counter to assumptions and
guidance could negatively impact our valuations going forward.

Distribution of Ratings (June 30, 2014)

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking services as

percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage oflnvestment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services as

percentage of Investment Banking clients.

Rating and Sector Key (as ofApril 5,2013):
We use the following ratings system definitions:
OP = Outperform - Forecast to outperform the analyst's coverage universe on a total return basis
Mkt = Market Perform - Forecast to perform roughly in line with the analyst's coverage universe on a total return basis
Und = Underperform - Forecast to underperform the analyst's coverage universe on a total retum basis
(S) = speculative investment;
NR = No rating at this time;
R = Restricted - Dissemination ofresearch is cunently restricted.

Rating
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Page 8. July 31,2014
BMo e) Capital IVIarkets



GAS-ROR-O1O
Aftachment B

9 of59

BMO Capital Markets NiSource

BMO Capital Markets' seven Top l5 lists guide investors to our best ideas according to different objectives (CDN Large Cap, CDN Small Cap, US
Large Cap, US Small cap, Income, CDN Quant, and US Quant have replaced the Top Pick rating).

Prior BMO Capital Markets Ratings System (January 4,2010-April 4,2013):

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to

or write to Editorial Deparhnent, BMO Capital Markets, 3

Times Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, M5X 1H3

Dissemination of Research
BMO Capital Markets Equity Research is available via our website httns://research-

. Institutional clients may also receive our
research via Thomson Reuters, Bloomberg, Factset, and Capital IQ. Research reports and other commentary are required to be simultaneously
disseminated intemally and extemally to our clients

General Disclaimer
BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Bums Inc., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbift Burns Inc.,
BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries ("BMO Financial Group") has lending
arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The opinions, estimates and projections
contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change without notice. BMO Capital Markets
endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and opinions
that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or implied, in respect thereof, takes no
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this
report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report. The information in this
report is not intended to be used as the primary basis of investment decisions, and because ofindividual client objectives, should not be construed as

advice designed to meet the particular invesfinent needs ofany investor. This material is for information purposes only and is not an offer to sell or the
solicitation of an offerto buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers mentioned
in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long or short position in many of the
securities discussed herein, related securities or in options, fritures or other derivative instruments based thereon. The reader should assume that BMO
Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell
securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. furnishes this report to Canadian residents and accepts responsibility for the contents herein subject to
the terms sel out above. Any Canadian person wishing to effect transactions in any ofthe securities included in this report should do so through BMO
Nesbitt Bums Inc.
The following applies ifthis resealch was prepared in whole or in part by Andrew Breichmanas, Iain Reid, Tony Robson, David Round, Edward Sterck
or Brendan Warn: This research is not prepared subject to Canadian disclosure requirements. This research is prepared by BMO Capital Markets
Limited and subject to the regulations of the Financial Conduct Authority (FCA) in the United Kingdom. FCA regulations require that a firm providing
research disclose its ownership interest in the issuer that is the subject ofthe research if it and its affiliates own 5olo or more ofthe equity ofthe issuer.
Canadian regulations require that a firm providing research disclose its ownership interest in the issuer that is the subject of the research if it and its
affiliates own l7o or more of the equity of the issuer that is the subject of the research. Therefore BMO Capital Markets Limited will only disclose its
and its affiliates ownersbip interest in the subject issuer if such ownership exceeds 5% ofthe equity ofthe issuer.
To U.S. Residents: BMO Capital Markets Corp. fumishes this report to U.S. residents and accepts responsibility for the contents herein, except to the
extent that it refers to securities ofBank ofMontreal. Any U.S. person wishing to effect transactions in any security discussed herein should do so

through BMO Capital Markets Corp.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Conduct Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article l9(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth entities falling within Article a9Q)@) to (d) ofthe Order (all such persons together referred to as "relevant
persons"). The contents hereofare not intended for the use ofand may not be issued or passed on to, retail clients.

Unauthorized reproduction, distribution, transmission or publication without the prior written consent of BMO Capital Markets is strictly prohibited.

Click here for data vendor disclosures when referenced within a BMO Capital Markets research document.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider ofiering a range of retail banking, wealh management, and investment and
corporate banking products. BMO serves Canadian retjail dients hrough BMO Bank of Montreal and BMO Nesbift Bums. In the United States, personal and
commercial banking clients are served by BMO Hanis Bank N.A. (Member FDIC). Investrnent and corporate banking seMces are provided in Canada and he US
through BMO Capitial Markets.

BMO Capital Markets is a fade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Hanis Bank N A (Member
FDIC), BMO lreland Plc, and Bank of Montreal (China) Co Ltd. and he institutional broker dealer businesses of BMO Capital Markets Corp (Member SIPC) and
BMO Capital Markets GKST Inc (Member SIPC) in the U.S., BMO Nesbitt Bums Inc (Member Canadian Investor Proteclion Fund) in Canada, Europe and Asia,
BMO Capital Markets Limited in Europe and Australia, and BMO Advisors Private Limited in India

Nesbitt Bums" is a registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

@ Registered trademark of Bank of Montreal in the United States, Canada and elsanvhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2014 BMO CAPITAL NtrARKETS CORP

A member of BMO @) Financial Group
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NiSource Inc (Nl)

Results: 2Q EPS In-Line; Investor Day in September Highlighted

r Citi's Take - Nl reported net operating earnings of $0.25 per share, in line with our

estimate and consensus. 2Q operating earnings of $219.1mn rose by $24.4mn yoy.

I Gas Distribution - Reported operating income of $62.5mn vs. our estimate of
$74.4mn. Operating expenses were up on increased outside service and other
costs.

I Columbia Pipeline - Reported operating income of $103.7mn vs. our estimate of

$117.7mn. Higher demand margin revenue from growth projects was short of
exoectations.

I Electric - Reported operating income of $59.8mn vs. our estimate of $59.6mn.
Net revenues due to higher margins across the board were mostly offset by higher

outage and maintenance costs.

r Investor Day 201|4 - Nl plans to host an Investor Day on Sep- 29. Details

forthcoming. On the call,2014 EPS guidance was reiterated at $1.61-$1.71.
Management expects to deliver in the upper half, in line with our reiterated $1.69
estimate.

I Leach and Rayne - Management said to expect details about the project soon,

likely at the Investor Day. We believe that $1 .0 - $1.sbn is a likely capex range for
the project. The $200mn West Side Expansion project, which should be done by the

end of this year, will reverse 500 MMcf/d. That will reverse 1 of 3 pipes but Nl wants

to reverse the rest of the Gulf System as well. So the Leach and Rayne project
would cover the cost of taking the remaining 1.5 Bcf/d southward. The poect is not
currently reflected in our model, but would likely add $2-3 per share.

! lmplications - We remain at a $40 target price and Neutral rating.

Pipelines & Gas Utilities

North America I United States

Neutral

Price (31 Jul 14)
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See Appendix A-l for Analyst Certification, lmportant Disclosures and non.US research analyst disclosures.
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Figure 1. Nl 2Q14 Quaderly Earnings
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NiSource Inc

Valuation

We average multiple valuation methodologies to derive our $40 target. Our NAV
yields a value of $43. We value regulated assets at a multiple of rate base. These
values are partially ofiset by the company's net debt. Our DDM, which incorporates
our rate base growth assumptions, values the company at $38. Our P/E and
EV/EBITDA multiples (2014 estimates) are based on proprietary analyses, wfiich
utilize current equity risk premiums, current betas and projected risk-free yields. Our
P/E and EV/EBITDA analyses yield values of $33 and $35, respectively.

Risks

The key risks to our investment thesis are (1) Rate Cases - We estimate the
company will receive rate relief at several of its utilities. Under- or over-estimation of
relief could materially impact our estimates (2) Weather - Changes in weather
impact the stability of earnings (3) Capital Investment Recovery - Nl spends a
substantial amount of capital to maintain and expand its distribution system. Nl

depends on rate increases from public utility commission to earn a fair return on this
expansion. In addition, tarifis on the pipeline system are regulated by the FERC (4)

Pipeline Capacity Contracts - The risk of re-contracting pipeline capacity at lower
rates, upon contract expiration, could have a material impact on eamings (5) Uplifl
from an MLP - Cunently, we have not modeled an MLP directly into our model.
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Appendix A-1
Analyst Certification

The research analyst(s) primarily responsible for the preparation and content of this research report are named in bold text in the author block at
the front ofthe produc{ except for those sections where an analyst's name appeals in bold alongside content which is athibutable to that analyst.
Each of these analyst(s) certify, with respect to the section(s) ofthe repoil for which they are responsible, that the views expressed therein
accurately reflect their personal views about each issuer and security referenced and were prepared in an independent manner, including with
respect to Citigroup Global Markets Inc and its affiliates. No pail ofthe research analysfs compensation was, is, or will be, directly or indirectly,
related to the specific recommendation(s) or view(s) expressed by that research analyst in this report,
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Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of NiSource Inc

Witrin the past 12 months, Citigroup Global Markets Inc or its affiliates has acted as manager or co-manager of an ofiering of securities of NiSource lnc.

Citigroup Global Markeb Inc or its affiliates has received compensation for investment banking services provided within he past 12 months fiom NiSource

tnc.

Citigroup Global Markeb Inc. or an affiliate received mmpensation for produc'ts and services other than investment banking services from NiSource Inc in

he past 12 months.

Citigroup Global Markeb Inc. cunenUy has, or had wittrin he past 12 months, he following as investnent banking client(s): NiSource Inc.

Citigroup Global Markeb Inc cunen0y has, or had within he past 12 monhs, he folloling as clienb, and the services provided were noninvestment-
banking, securities+elated: NiSource Inc.

Citigroup Global Markeb Inc cunenty has, or had wihin he past 12 months, the folloling as clients, and the services provided uttere noninvestment-
banking, non-securities-related: NiSource Inc.

Analysts' compensation is determined based upon activities and services intended to benefit he investor clients of Citigroup Global Markets Inc. and its

affliates ("the Firm'). Like all Firm employees, analysts receive compensation that is impacted by overall frm profitability which indudes investment banking

revenues.

For important disclosures (including copies of historical disclosures) regarding the companies that are he subjec't of ffris Citi Researd product ("he
Product'), please contact Citi Research, 388 Greenwich Street, 28th Floor, Ner York, NY 10013, Aftention: Legal/Compliance [E0WY864124781. In

addition, the same important disclmures, with he exception of the Valuation and Risk assessments and historical disclosures, are contained on he Firm's

disdosure website at htps://www.citivelocity.com/wr/eppublic/citi_research_disclosures. Valuation and Risk assessments can be found in the text of the
most recent researctl note/report reqardinq the subiect company. Historical disclosures (for uD to fre Dast three years) will be provided upon request.

Citi Research Equity Ratings Diskibution

Dah curcnt as of 30 Jun 2014

Citi Researdr Global Fundamental Coverage

l2Month Rating Relative Rating
Bry Hgld Sell Bpy Hqtd Sell

49o/o 40lo 12Yo 0% 100o/o \Yo

55o/o 53% 46Yo 0o/o 54Yo |Yo

Guide to Citi Research Fundamental Research Investment Ratings:
Citi Research stock recommendations include an investnent rating and an optional risk rating to highlight high risk stocks.
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.
Investment Ratings: Citi Research investment ratings are Buy, Neutal and Sell. Our ratings are a function of analyst expectations of expected total retum
("ETR')andrisk.ETRisthesumoftrefaecastpriceappreciation(ordepreciation)plushedividendyieldforastockwithinthenextl2months. The

Inveshnent rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not
assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutal (2), if an analyst beliwes hat here are insufficient valuation drivers and/or investnent
catalysb to derive a positive or negative investment view, they may elect with the approval of Citi Research management not to assign a target price and,
hus, not derive an ETR. Analysts may place covered stocks "Under Reviarrr" in response to exceptional cir@mstances (e.9. lack of information critical to the
analysts thesis) affecting he company and / or trading in the company's seorrities (e.9. bading suspension). As soon as practically possible, the analyst will
publish a note reestablishing a rating and investment thesis. To satisfr regulatory requiremenb, we conespond Under Review and Neutral to Hold in our
ratings disbibution table for our 12-monh fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.

Prior to May 1,2014 CiI Research may have also assigned a lhreemonh relative call (or rating) to a stock to highlight expected out-performance (most
prefened) or under-performance (least prefened) versus [re geographic and indusfy sector over a 3 month period. The relative call may have highlighted a
specific near-term catalyst or event impacting the company or the market hat was anticipated to have a short-term price impac{ on the equity securities of
he company. Absent any specific catalyst the analyst(s) may have indicated the most and least preferred stocks in the universe of stocks under
consideration, explaining the basis for this short{erm view This hre+monh view may have been difierent from and did not affect a stock's fundamental
equity rating, which reflected a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disdosure rules, most
prefened calls corresponded to a buy recommendation and least prefened calls conesponded to a sell recommendation, Any stoc* not assigned to a most
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prefened or least prefened call was considered non+elativerated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we

conesponded NRR to Hold in our ratings distribution table for our 3-month relative rating system. However, we reiterate that we did not consider NRR to be

a recommendatlon

Prior to October 8, 201 1 , the firm's stock recommendation system included a risk rating and an investrnent rating. Risk ratings, which took into account both

price volatility and fundamental criteria, were: Lol (L), Medium (M), High (H), and Speculative (S) Investment Ratings of Buy, Hold and Sell were a

function of the Citi Research expectation of total return (forecast price appreciation and dividend yield within the next '12 months) and risk rating. Additionally,

analysts could have placed covered stocks "Under Review" in respnse to exceptional circumstances (e.9. lack of information critical to the analysfs thesis)

afiecting he company and/or bading in the company's securities (e.9. tading suspension). Stocks placed "Under Review" were monitored daily by

management and as practically possible, he analyst published a note reestablishing a rating and investrnent thesis. For securities in developed markeb
(US, UK, Europe, Japan, and Australia/New Zealand), invesfnent ratings were:Buy (1) (expected total retum of 10% or more for Lor-Risk stocks, 15% or

more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (07110% for Loiv-Risk stocks,|Ynl\o/o
for Medium-Risk stocks, 07-20% for High-Risk stocks, and 07c35% for Speculative stocks); and Sell (3) (negative total refum). For securities in emerging

markeb (Asia Pacifc, Emerging Europe/Middle EasUAfiica, and Latin Amaica), investnent ntings were:Buy (1) (expected total return of 15% or more for
Lour-Risk stoc*s, 20% or more for Medium-Risk stoc*s, 30% or more for High-Risk stocks, and 40% or more for Specrlative stocks): Hold (2) (5%15% for
Lorl-Risk stocks, 10%20% for Medium-Risk stocks, 157c3070 for High-Risk stocks, and 207.40% for Speculative stocks); and Sell (3) (5% or less for Lorv-

Risk stocks, '1 0% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

lnvestrnent ratings are determined by the ranges described above at the time of initiation of coverage, a change in invesfinent and/or risk rating, or a change

in target price (subject to limited management discretion). At other times, the expected total retums may fall outside of these ranges because of market price

movements and/or other short-term volatility or tading patterns, Such interim deviations from specified ranges will be permitted but will become subject to

review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made

only after evaluating the stock's expected performance and risk.

NON.US RESEARCH ANALYST DISCLOSURES

Non-US research analysts who have prepared this report (i.e,, all research analysts listed belorv other than those identilied as employed by Citigroup Global

Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member

organization and therefore may not be subjec't to he NYSE Rule 472 and NASD Rule 2711 restictions on communications with a subject company, public

appearances and bading securities held by a research analyst account The legal entities employing the authors of this report are listed belovy:

Citigroup Global Markeb Inc Fajsel Khan, CF{ Blake Clayton, Ph.D.

OTHER DISCLOSURES

The subject company's share price set out on the front page of this Produc{ is quoted as at 31 July 2014 09:54 AM on the issue/s primary market

For securities recommended in the Product in which he Firm is not a market maka, the Firm is a liquidity provider in the issuers' financial instrumenls and

may act as principal in connection with such bansactions. The Firm is a regular issuer oftraded financial instruments linked to securities that may have been

recommended in the Product The Firm regularly bades in the securities of the issue(s) discussed in the Product, The Firm may engage in securities

transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal

basis,

Securities recommended, offered, or sold by the Firm: (i) are not insured by tre Federal Deposit Insurance Corporation; (ii) are not deposits or other

obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal

amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its

accuracy and it may be incomplete and condensed, Note, however, that the Firm has taken all reasonable steps to determine the accuracy and

completeness ofthe disclosures made in the lmportant Disclosures section ofthe Product. The Firm's research department has received assistance fiom
the subject company(ies) refened to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy

prohibits research analysts fiom sending draft research to subject companies. However, it should be presumed that he author of the Product has had

discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estjmates constitute thejudgment ofthe
auhq as ofthe date ofthe Product and hese, plus any oher information contained in he Product, are subjecl to change witrout notce. Prices and

availability of financial instruments also are subjec{ to change without notice. Notwihstanding other departnents within he Firm advising the companies

discilssed in his Product, information obtained in sudt role is not used in the preparation ofthe ProducL Although Citi Research does not set a
predetermined frequency for publicalion, if he Product is a fundamental researdr repo( it is he intention of Citi Research to provide research mverage of
he/those issue(s) mentioned herein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity consbainb. The

Producl is for informational purposes only and is not intended as an ofier or solicitation for the purchase or sale of a seorrity. Any decision to purchase

securities mentioned in the Product must take into account existing public information on such security or any registered prospeclus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the

reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign

companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of
some foreign companies may be less liquid and their prices more volatile than securities of comparable U,S. companies. In addition, exchange rate

movements may have an adverse effect on the value of an investment in a foreign stock and its conesponding dividend payment for U.S. investors. Net

dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for

exact dividend computations. Investors who have received the Produc,t tom the Firm may be prohibited in certain states or otherjurisdictions from
purchasing securities mentioned in the Product from he Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.

takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed

only through Citigroup Global Markets Inc.
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lmportant Disclosures for Bell Potter Customers: Bell Potter is making this Product available to its clients pursuant to an agreement wift Citigroup Global

Markets Australia Pty Limited. Neither Citigroup Global Markets Australia Pty Limited nor any of its affliates has made any determination as to the suitability

of he information provided herein and clients should consult with their Bell Pofter financial advisor before making any invesfunent decision.

The Citigroup legal entig that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. TheProductismadeavailableinAustraliathroughCitigroupGlobalMarketsAustraliaPtyLimited.(ABN64003114832andAFS1N0.240992),
participant of the ASX Group and regulated by the Australian Securities & lnvestments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW

2000. The Product is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL

238098). Citigroup Pty Limited provides all financial product advice toAustralian Private Banking wholesale clients through bankers and relationship

managers. lf there is any doubt about the suitability of invesfnents held in Citigroup Private Bank accounts, investors should contact the Citigroup Pdvate

Bank in Austalia. Citigroup companies may compensate afiiliates and their representatives for providing producb and services to clients. The Product is

made available in Brazil by Citigroup Global lvlarkets Brasil - CCWM SA, which is regulated by CVM - Comissdo de Valores Mobili6rios, BACEN - Brazilian

Cental Bank, APIMEC -AssociagSo dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - AssociagSo Nacional dos Bancos

delnvestimento AvPaulista, 111'1 -'11"andar-CEP0'1311920-SaoPaulo-SP lftheProductisbeingmadeavailableincertainprovincesofCanadaby
CitigroupGlobal Markets(Canada) Inc ("CGMCanada"),CGMCanadahasapprovedtheProduct CitigroupPlace, 123FrontStreetWest,Suite1100,
Toronto, Ontario MSJ 2M3. This product is available in Chile through Banchile Conedores de Bolsa S A., an indirect subsidiary of Citjgroup Inc , which is

regulated by the Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile The Product is distributed in Germany by Ci$group

Global Markets Deubchland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdiensueistungsaufsicht (BaFin). CGMD, Reuterueg 16, 60323

Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong)) is

issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for ib content. Citigroup Global Markeb Asia

Ltd. is regulated by Hong Kong Securities and Futures Commission. lf the Research is made available through Citibank, N.A., Hong Kong Branch, fa its

clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citjbank Plaza, 3 Garden Road, Hong Kong. Citibank N.A. is regulated by

the Hong Kong Monetary Authority, Please contact your Private Banker in Citibank N,A., Hong Kong, Branch if you have any queries on or any matters

arising from or in connection with this document. The Product is made available in India by Citigroup Global Markets India Private Limited, which is

regulated by Securities and Exchange Board of India. 1202,12th Floor, FIFC, G Block, Bandra Kurla Complex, Bandra East, Mumbai - 400051 Corporate

ldentityNumber:U99999MH2000PTC126657Te|:+910226'1759999Fax+9102261759961. TheProductismadeavailableinlndonesiathroughPT
CitigroupSecuritieslndonesia.5/F,CitibankTower,BapindoPlaza,Jl.Jend.SudirmanKav.5455,Jakartal2190. NeiherthisProductnaanycopyhereof
may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance witt applicable

capital market laws and regulations. This Produc{ is not an offer of seorities in Indonesia The sewrities refened to in this Product have not been registered

with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulatjons, and may not

be offered or sold within the tenitory ofthe Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an

offer within the meaning of the Indonesian capital market laws and regulations. The Product is made avallable in lsrael hrough Citibank NA, regulated by

the Bank of lsrael and the lsraeli Securities Authority. Citibank, N A, Platinum Building, 21 Ha'arba'ah St, TelAviv lsrael. The Product is made available in

ftalybyCitigroupGlobal MarketsLimited,whichisauthorisedbythePRAandregulatedbytheFCAandthePM. Viadei Mercanti, 12,Mi\an,20121,
Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ('CGMJ"), whid is regulated by Financial Services Agency, Securities

and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Seqirities Exchange, Shin-Marunouchi

Building, 1-5J Marunouchi, Chiyoda-ku, Tokyo 1004520 Japan. lf the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under

license. In the event that an enor is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website. lf you have
questions regarding Citi Velocity, please call (81 3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets Korea

Securities Ltd., which is regulated bythe Financial Services Commission, the Financial Supervisory Service and the Korea Financial InvestrnentAssociation
(KOF|A). Citibank Building, 39 Da-dong, Jungnu, Seoul 100-180, Korea. KOF|Amakes available registration information of research analysts on its

website. Please visit the following website if you wish to find KOFIA registration information on research analysts of Citgroup Global Markets Korea

Securities Ltd. . Tle Product is made available in

Korea by Citibank Korea Inc., which is regulated by he Financial Services Commission and the Financial Supervisory SeMce. Address is Citibank Building,

39Da-dong,Jungju,Seoull00-180,Korea. TheProductismadeavailableinMalaysiabyCitigroupGlobalMarkebMalaysiaSdnBhd(CompanyNo.
460819-D) ("CGMM") to its clients and CGMM takes responsibility for its contents, CGMM is regulated by the Securities Commission of Malaysia. Please

contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or in connection with,

the Product. The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V, Casa de Bolsa, Integrante del Grupo Financiero

Banamex ('Accival") which is a wholly orrvned subsidiary of Citigroup Inc and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col.

Juarez,06600Mexico,D.F. InNewZealandheProductismadeavailableto'wholesaleclients'onlyasdefinedbys5C(1)oftheFinancialAdvisersAct
2008 ('FAA') through Citigroup Global Markets Auskalia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as defned by

the FM, participant of the ASX Group and regulated by theAustalian Securities & Investmenb Commission. Citigroup Centre, 2 Park Strcet, Sydney, NSW

2000. The Product is made available in Pakistan by Citibank N.A Pakistan branch, which is regulated by he State Bank of Pakistan and Securities
Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, PO. Box 4889, Karachi-74200. The Product is made available in the Philippines
through Citlcorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange Commission,
20th Floor Citibank Square Bldg. The Productis made available in the Philippines through Citibank NAPhilippines branch, Citibank Tower, 8741 Paseo De
Roxas, Makati Cig, Manila. Citibank NA Philippines NA is regulated by The Bangko Senfal ng Pilipinas. The Product is made available in Poland by Dom
Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego. Dom Maklerski Banku
Handlolego S.A ul.Senatorska 16, 00-923 Warszawa. The Product is made available in fre Russian Federation hrough ZAO Citibank, which is licensed
to carry out banking activities in he Russian Federation in accordance with he general banking license issued by the C,ental Bank ofthe Russian
Federation and brokerage activities in accordance witfr the license issued by he Federal Service for Financial Markeb. Neiher the Product nor any
information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation
or outside the Russian Federation. The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July
1998N0.135-FZ(asamended)OnAppraisalActivitiesintheRussianFederation. S-10GashekaSkeet,125047Moscow. TheProductismadeavailablein
Singapore through Citigroup Global tularkets Singapore Pte. Ltd. ('CGMSPL"), a capital markets services license holder, and regulated by Monetary
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Auhority of Singapore. Please contact CGMSPL at 8 Marina Mary, 21st Floor Asia Square Toiver 1, Singapore 018960, in respect of any mafreo arising

fiom, or in connection with, the analysis ofthis document. Tiis report is intended for recipients who are accredited, expert and institutional investors as

defined under he Seorities and Futures Act (Cap. 289). The Product is made available by The Citigroup Private Bank in Singapore hrough Cilibank, N.A,
Singapore Branch, a licensed bank in Singapore that is regulaled by Monetary Authority of Singapore. Please contact your Private Banker in Citibank N.A.,

Singapore Branci if you have any queries on or any matters arising from or in connection with this document. This report is intended for recipients who are

accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289), This report is distributed in Singapore by Citibank

Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients, CSL provides no independent research or analysis ofthe substance or in preparation of
this report. Please contact your Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising fom or in

connection with this report, This report is intended for recipients who are accredited investors as defined under the Securities and Futures Act (Cap.

289). Citigroup Global Markets (Pty) Ltd is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its

registered offce is at 145 West Street, Sandton, 2'196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South

Africa, South African Reserve Bank and the Financial Services Board. The investnents and services contained herein are not available to private customers

in Soutrr Africa. The Producl is made available in he Republic of China hrough Citigroup Global Markets Taiwan Securities Company Ltd. CCGMTS), 14

and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan and/or hrough Citibank Seorrities (Taiwan) Cornpany Limited ('CSTL'), 14 and 15F, No. 1, Songzhi Road,

Taipeill0,Taiwan,sutiecttotherespectivelicensescopeofeadrentityandtheapplicablelawsandregulationsintheRepublicofChina CGMTSand
CSTL are both regulated by the Securities and Futures Bureau ofthe Financial Supervisory Commission ofTaiwan, the Republic of China. No portion of the

Product may be reproduced or quoted in he Republic of China by he press or any third parties [wihout the written authorization of CGMTS and CSTLI. lf
the Product covers securities which are not allowed to be offered or kaded in the Republic of China, neither the Product nor any information contained in the

Product shall be considered as advertising the securitles or making recommendation of the securities in the Republic of China. The Product is for
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security or financial products Any decision to
purchase securities or financial products mentioned in the Product must take into account existing public information on such security or the financial
producb or any registered prospectus. The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the

SecuritiesandExchangeCommissionofThailand.399lnterchange2lBuilding,l8thFloor,SukhumvitRoad,KlongtoeyNua,Waftana,Bangkokl0ll0,
Thailand. The Product is made available in Turkey through Citibank AS which is regulated by Capital l/arkeb Board. Tekfen Tower, Eski Buyukdere

Caddesi # 209 Kat 28, 23294 Levent, lstanbul, Turkey. In he U.A.E, these materials (the 'Materials') are communicated by Citigroup Global Markeb
Limited, DIFC brand ("CGML"), an entity registered in he Dubai Intemational Financial Center ('D|FC") and licensed and regulated by he Dubai Financial

Services Au$ority ("DFSA") to Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clienb. A
dishibution ofthe different Citi Research ratings disfibution, in percentage terms for Investmenb in each sector covered is made available on

request. Financial producb and/or services to which the Materials relate will only be made available to Professional Clients and Market Counterparties, The

Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised by the Prudential Regulation Authority ("PM") and

regulated by the Financial Conduct Authority ("FCA") and the PRA. This material may relate to investrnents or services of a person outside of the UK or to

other matters which are not authorised by the PRA nor regulated by the FCA and the PRA and further details as to where this may be the case are available

uponrequestinrespectofthismaterial CitigroupCentre,CanadaSquare,CanaryWharf,London,El4SLB. TheProductismadeavailableinUnited
States by Citigroup Global Markets Inc, which is a member of FINM and registered with the US Securities and Exchange Commission. 388 Greenwich

Street, New York, NY 1 001 3, Unless specified to the contrary within EU Member States, the Product is made available by Citigroup Global Markets

Limited, which is authorised by the PM and regulated by the FCA and the PM.
Pursuant to Comissao de Valores Mobili6dos Rule 483, Citi is required to disclose wheher a Citi related company or business has a commercial rdationship
with the subject company. Considering hat Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a

commercial relationship wih he subject company.

Many European regulators requke that a frm must establish, implement and make available a policy fo managing conflicts of interest arising as a result of
publication or distribution of investment research. The policy applicable to Citi Researdr's Products can be found at
hftps:i/wwwcitivelocity. com/cvr/eppublic/citi_research_disclosures.

Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific

transactions or recommendations.

The Product is not to be conskued as providing investnent services in any jurisdiction where the provision of such services would not be permitted.

Subject to the nature and contents of the Producl, the investrnents described therein are subject to fluctuations in price and/or value and investors may get
back less than originally invested. Certain high-volatility investrnents can be subject to sudden and large falls in value that could equal or exceed the amount

invested Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject
to change lf in doubt, investors should seek advice fiom a tax adviser The Product does not purport to identifr the nafure of the specific market or other
risks associated wih a particular fansaction. Advice in he Product is general and should not be construed as personal advice given it has been prepared

without taking account of he objectives, financial situation or needs of any particular investor Accordingly, investors should, before acting on the advice,

consider he appropriateness of lhe advice, having regard to their objectives, financial situation and needs. Prior to aquiring any financial producl, it is he
clients responsibility to obtain the relevant offer doolment for the product and consider it before making a decision as to wheher to purchase the product.

Citi Research genaally disseminates its research to he Firm's global institutional and retail clienb via both proprietary (e.9., Citi Velocity and Citi Personal

Wealth Management) and non-proprietary electronic distribution platforms. Certain research may be disseminated only via Citi's proprietary distribution
platforms; however such research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise

inconsistent with the author's previously published research. Certain research is made available only to institutional investors to satisfy regulatory

requirements Individual Citi Research analysts may also opt to circulate published research to one or more clients by email; such email dis$ibution is

discretionary and is done only after the research has been disseminated.

The level and types of services provided by Citi Research analysb to clienb may vary depending on various factors such as the client's individual
preferences as to the frequency and manner of receiving communications from analysts, he client's risk profile and invesbnent focus and perspective (e.9.

market-wide, sector specific, long term, shortterm etc ), the size and scope of he overall client relationship with Cili and legal and regulatory constraints.

Citi Research product may source data fiom dataCenbal. dataOentral is a Citi Research proprietary database, which indudes Citj estimates, data from

company reports and feeds fiom Thomson Reuters.
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@ 2014 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi wih Arc Design are hademarks and service
marks of Citigroup Inc. and its afiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, duplication,
redistribu[on or disclosure of this report (the "Producf), including, but not limited to, redistibution of the Product by electonic mail, posting ofthe Product on
a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution The information contained in the
Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this report, MSCI sourced
informailon is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any
oher MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is

provided on an 'as is" basis. The user assumes the entire risk of any use made of this information, MSCI, its affiliates and any third party involved in, or
related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness
for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its afiiliates or any third
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital
International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of hird parties The

Product may provide the addresses of, or contain hyperlinks to, websites Except to the extent to which the Product refers to website material of the Firm,

the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm takes no
responsibility for, and makes no representations or wananties whatsoever as to, the data and information contained therein. Such address or hyperlink
(including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site
does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your

own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website.

ADDITIONAL INFORMATION IS AVAILABLE UPON REOUEST
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Equity Research
Natural Gas

2Q14 Mostly In-Line; Looking Ahead To
Analyst Day For Deep-Dive lnto Future Growth

Guidance moves to the high end: Mgmt now expects to achieve 2014
EPS around the upper half of its guidance range of $1.61-1 .71. We expect
2014 EPS of$1.76 (up $0.04), above the upperend. Nl expects to spend
-$2.28n on capex projects in 2014 with a major chunk ($825mm) to be
spent on projects in the Columbia Pipeline group segment. Results were
mixed -- segment EBITDA missed by 5% with high O&M at CPG and lower
than expected electric sales (weather) offset by lower interest, taxes and
other giving an in-line EPS of $0.25 vs. our $0.24.

Nl still a low rlsk way to play shale with growth closer to MLPs than to
utilities: Nl's utilities and midstream are in the heart of the Marcellus/Utica
shale boom with visibility to approximately $30B in growth projects over the
next 10 years over half of which is in low risk Gas Distribution and Electric
Utility operations. We continue to believe EPS growth likely trends higher
than the 5-7% guidance over the next few years as reflected in our forecast.

Raise TP by $1, to 41; maintaln Neutral: Our $41 TP is based on a Sum of
the Parts valuation for Nl. (See p.5) Togetherwith a dividend of $1 .09, this
translates to a total return of c.8%, suppo(ive of a Neutral rating on the
shares. Thus the low risk, high growth reflected in current valuation.

Investor Day - Sept. 29th I NYC: We expect an MLP announcement at or
ahead of the Investor Day and management to go into fu(her details
regarding major projects such as Rayne/Leach Xpress, WB Xpress,
Marcellus/Utica midstream.

Financial and valuation
12t15E 12116E
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Rating
Price (31 Jul 14, US$)

52-week price range
Market cap (USg m)

Target price (US$) (from 40.00) 41 001

NEUTRAL*
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39.58 - 29 01
1 1 ,864 56

Enterprise value (US$ m) 21,535.79
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Number of shares (m)
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1,905.8

461
82

11 .1
9,671

5.38

74
Y.6

10,213
J /O

202
178

131 1

90
88

10,81 I
5.91

14,693.80
14

060
Net debt (Nelt Qtr , US$ m) 9,686,3 Dividend (current, US$)
Net debutot eq (Next Qtr , o/o) 161.4 Dividend yield (o/o)

1.0
U.OY

NiSource Inc. t*r

On 07n1h4 tho SaP 6Cn NDd cbed al 1930.67

3A

DISCLOSURE APPENDIX AT THE BACK OF THIS REPORT CONTAINS IMPORTANT DISCLOSURES, ANALYST
CERTIFICATIONS, AND THE STATUS OF NON-US ANALYSTS. US Disclosure: Credit Suisse does and seeks to do
business with companies covered in its research reports. As a result, investors should be aware that the Firm may have a
conflict of interest that could affect the obieclivity of this report. Investors should consider this report as only a single factor in
making their investment decision.
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2Q14 Earnings Variance

2Q14 CS2Q14CS Diff.

Estimate D ff. (%)
2Q14

Actual

118 (1) -1o/o

123 (3) -30/o

142 (s) -6%

4 (4) Ntl

63 (1) -1oh

61 (21 -3Yo

111 (7) -6oh

1(NNM

116

0

44

77

Comments

Segment EBITDA

Gas Distribution

NIPSCO Electric

Gas Transmission & Slorage

Other

Total EBITDA (recurrlng)

Segment EBIT

Gas Distribution

NIPSCo Electric

Gas Transmission & Slorage

Other

Total EBIT (recurin0)

Interest Expense

Other Expenses

Taxes

Diluted Wtd Avg shares outstanding

Recurring EPS - Diluted

Dividend per share

117

120

133

(1)

JDd

bJ

60

104

(7)

219

-To5-
(8)

40

78

Jto

$0.25

$0.26

Lost customers

Lower than expected GWH

Higher than expected 0&M

J39_J1r-j%_

52

f,Y

89
(6)

'191

102

(1 3)

33

72

21?

00.23

s0.25

(7) -6Yo

(8) NM

(4) -s%

315

t0.24

$0.26

1

90.00

$0.00

0o/o

1o/o

0%

Ges Distribution
Total Volumes (MDth)

Total Customers

Electric 0perations
Total Heating customers (000s)

Sales (Gigawaft Hours)
Total

Columbia Pipeline Grouo ooerations
Total Throughput (MilDth)

198 194 4

3,337,613 3,388,328 (50,71s)

459,117 458,46i 656

4,261 4,560 (2es)

2lo 194
-1% 3,321,238

0% 458,461

-Toh 4,490 6% lowery/y

Source: Company data, Credit Suisse eslimales

NiSource Inc. (Nl)
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Segment Update
Golumbia Pipeline Group (GPG)

r 2Q14 Performance: Operating earnings up 17o/o y/y at $103.7mm and total
throughput of 321.sMMDth was up 12o/o yly. Higher other revenues associated with
the regulatory trackers was offset by the higher O&M costs the tracker are designed to
recover. .

r CapEx: Nl expects to spend -$825mm (up from $800mm) on CPG capital projects in
2014. lt is currently in advanced discussion with customers for additional gathering
and compression facilities connected to the Big Pine Gathering system. This system
will provide up to 175 MMcfld of capacity.

Electric Operations

. 2Q14 Performance: Operating earnings were up just 2o/o y/y at $62.9mm primarily
due to 6% lower (y/y) volumes while total customer groMh was relatively flat over last
year. Operations were also impacted by 21o/o warmer than normal weather. Gross
margin/MWH grew 12o/o year-on-year primarily due to lower wholesale low margin
volumes in the mix.

r CapEx: ln 2014, Nl expects to spend -$440mm (down from $450mm) on Electric
Operations capital projects. lt has begun its electric system modernization program

after receiving approval in February. Nl's Reynolds to Greentown, 7O-mile 765-kV
transmission project continues to move ahead with the selection of the final route and
is expected to be placed into service in 2H18.

Gas Distribution

. 2Q14 Performance: 7Yo warmer than normal weather resulted in a modest 2% yly
groMh in volumes to 200MMDth and total customers fell 1o/o q/q. Despite lower
volumes, operating earnings was up 20% y/y to $62.5mm as gross profit (net revenue)
per customer grew 8% y/y. Gross profiVcustomer grew 7o/o over last year aided by a

growing rate base related to the infrastructure modernization program.

r CapEx: ln 2014, Nl expects to spend -$785mm (down from $815mm) on gas
distribution capital projects. In March and April this year, Nl filed cases for base rate
revisions at Virginia and Pennsylvania, respectively and expects a decision by the end
ol 2014.

Additional Color
r Llquidity: Nl had a net available liquidity from its revolving credit facility and stand-by

letters of credit of -$1.2Bn at the end of 2Q14.

Nlsource Inc. (Nl)
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Estimate Changes
We raise our2014115116 EPS estimatesto $1.76/$1.941$2.12from $1.72l$1,85/$2.02. Our
2014 estimate is above the upper end of the mgmt guidance range of $1.61-$1 .71lshare.
Our overall outlook assumes a -9% earnings growth for Nl which we believe is fair
considering the capex modernization projects being put into service and a decision
expected on rate cases at the end of 2014. We have made no changes to our dividend
estimates which are growing -5-6% with an upward bias to future dividend estimates.

Exhibit 2: NiSource 20'14-2017 Estimat

3Q1|E 4Ql4E 2011€ 2015E 2016E 3Q14E 4Q14E 2014E 2015E 20't6E 2017E

SegmstEB|TDA
Gas Disfbulion
Electic opralios
Cohmtia Pipelim Group

Ohq
Totrl EBITDA (rccudng)

Segment EBIT

Gas Disfibulion

NIPSCO ElEctic

GasTrssi$ion 8 Stcrage

Otror

Total EBiT (recuFine)

Inbr€st Expens

Otref Elp€nss
Tdes

58 246 750 882 1,019 1,145

155 't'ts 528 556 573 587

1m 162 609 694 n3 875

4 13 't9 23 23 23

60 250 760 82 'r,011

155 106 519 546 565

118 172 6m 676 747

413232124

641 757

303 308

5s3 609

532
285
489

4

4 192 539 638 743
92 43 270 285 292
86 138 493 526 574
0 10 11 'r0 10

86'l

311

688

182 383 1,313 1,159

3 189

95 53

96 131

00(12)00o
25 92 302 34() 382 425

121 127 473 552 61s

00(s)oo
22 92 304 322 362

Dibbd ltltd Avg $16 qidandirE

Reurlng EPS. Diluted

DivHud pd shrc

3,t5

to.'t2

$026

316

t0.52

t0.26

315

11.72

317

t1.E5

3't9

$2.m

317

t0.15

t0r6

310

$r.76

$,03

321

s2.35

$121

317

30.s2

t0.26

3't8

tl.ut t1.(B 11.15

$1.94 12.12

$1.09 t1.15

Gar Distsibution
Totsl Vdun$ (lilDth)

Total CudoneB

El!c1ric Operations

Toi€l Heailng customffi (000s)

Saler (Glgawatt Hou6)
Toial

Total ThrcuqhDul {MMfth}

168 261

3,39i,716 3,395,108

169 289 't,055

3,340,95i 3,314292 3,U,n2
1,071 1,073

3,377,880 3,391,1't2

1,065

3 354,103

1,046 1,056 1,067

3 395,108 3 {08,7m 3 42e361

4614

460,194

,|8,258

't.688

150,191

18,671

2.045

460,654

4,262

414

Source: Company dala, Cred,l Suissa estimales

Nlsource Inc- (Nl)
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Valuation
r We are raising our target price by $1, to $41. Our sum of the parts analysis reflects

what we think will be an initial 11.5o/o of the Columbia Pipeline assets in an MLP
spinoff. We expect the MLP option to be announced before the Investor Day on 29'n

September, 2014 with an approximate 6-9 month timeframe for completion of the IPO
spin-off.

r Our $41 TP is based on a 18-2'lx 2015E EPS on the electric utility business, a 10x
2015E EBITDA multiple on the natural gas utilities segment, a 12.5x NTM EBITDA
multiple on the assets that quality for MLP treatment (which we model as -1'1.5% ot
the Columbia Pipeline assets), and 1 turn lower for the remainder of the Columbia
Pipeline assets - based on our valuation of a generic MLP with lDRs vs. similar assets
within a C-Corp.

. Together with an expected dividend of $1.09, our target price translates to a total
return of approximately 8%, in line with our median total return for midstream MLPs.

Exhibit 3: NiSource Sum of the Parts Valuation

EBITDA 

' 
NI

Elecfric Services

Natural Gas Utilities

TG&S (88.5% of buslness)

TG&S (1 I 570 dropped into l/LP)

Total Enterpdse, Equity Value
Cash & Equivalenb

Short-brm Debt
Long-term Debt

Less Net Debt

Less Net Debt attributable to NlPSco (-$'1,1 billion)

Total Equity Value

Shares Outstanding

Per Sfiare

Curent Share Price (Jul 30, 2014)

Return

Dividend per share (Est.)

Divided Yield

Total Relvm

2015E EPS
lmplied P/E

EV/EB|IDA F21-fz5x 135l-l 4

302.6 253.8 202.2

64'1,0 241,0 882.0

446,3 109,7 s56.1

58,0 14,3 72.3

PIE
EV/EBITDA

EV/EBITDA

21.0x

10.0x

12.0x

3,638.8

8,820 1

6,116 I

19,U2.9
27.8

530 0

7,640.6

$39 31

30k

$1.09
YA

4,245.3
8,820 1

6,672 I

20,671.7

278
530.0

7,640.6

316

$43.13

18 0x 19 5x
'10 0x 10 0x
'110x 115x

316

$39.23

$39.31
12o/o

$1.09
3%

15%

$1.94
22.h

5%

$1.94
20.2x

ffif,jW ili{ ..i") "

Source: Company dala, Cred,l Suisse esi';4?afes

Nisource Inc. (Nl)
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Risks
The main risk is that with Nl's valuation continuing to rise in expectation of it forming an
MLP, if it chooses to not carry out this option, there could be considerable downside to the
current valuation and as such the shares could underperform.

We view the business model for Nl as lower risk than MLPs that comorise the bulk of our
coverage universe. Most of its growth capital projects are for replacement of existing
infrastructure and which has the added security of having enabling legislation and or
enabling regulatory settlements in a number of its service areas to help assure cost
recovery in rates. lt reached a customer modernization settlement with the FERC for an

initial 5 years and $1 .5B in investment for its Columbia Pipeline group. Legislation in

support of electric infrastructure modernization in Indiana has been enacted. New
legislation in Virginia and Maryland is also supportive of infrastructure investment for
natural gas distribution systems and Nl also reached a settlement with the Pennsylvania
PUC regarding a rate increase and the use of a fomard test year for its natural gas
distribution system there.

Commodity price risk is very low and under the cunent regulatory regime is recovered in

utility rates.

The main risk in our view is valuation - as explained above Nl and for that matter its peers
have reached extended valuation levels when considered from a historical P/E
perspeclive. However, given very low income from bonds, income oriented investors have
been increasingly taken to low risk utility business models as a yield alternative.
Consequentfy Nl's shares are up -14To YTD given the upward trend in EPS growth. The
shares yield 2.8Yo and the company is guiding to 3-5% dividend growth though we believe
this likely is revised higher. The Federal Reserve has indicated intention to provide
monetary policy support through 2015 in the form of continuing aggressive purchases of
US government issues but has been reducing these purchases this year and phasing
them out altogether by the end of this year. Thus, a key risk as far as valuation is
concerned is mean reversion and/or a change in Federal Reserve policy brought on by
political or other external events that are not in the current forecast.

Gompanies Mentioned iPric€ as of 31 -Jur201 4)

Nisource Inc. (Nl N, $37 68. NEUTRAL. TP M1 0)

Disclosure Appendix

lmpoilant Global Disclosures

John Edwards, CFA, Bhavesh Lodaya and Abhinam Rajendran each certify, wih respect to the companies or securities that the individual analyzes,
that (1) the views expressed in this reporl accurately reflect his or her personal viars about all ofthe subject companies and securities and (2) no
part of his or her compensation was, is or will be directy or indirectly related to the specific recommendations or viars expressed in this reprt.

Nisource Inc. (Nl)
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3-Year Price and Rating History for NiSource lnc. (Nl N)

NI N

Date

02-Aug-1 1

2&0ct-11

02-May-12

01-Aug-1 2

2GFeb-13

01-May-'13

01-Aug-1 3

01-Nov-1 3

2UJan-14

19Feb-14

21-Apr-14

3GApr-14

C osing Frice --farget 
Frice

(uSS) (US$)

20.40 21 00

2252 24.00

2504 26 00

25,38 27 00

27.04 29 00

30 61 3'1 00

31 11 32,00

31.72 33 00

34 18 35,00

35.40 38 00

35.71 39 00

3632 40,00

ki;ng 40
N

35

30

25

20

15

- 
Target Plice 

- 
Oosing Rice l'll l.l

'1. .hn- 1 2 1- $n- 1 3 1- .-hn- 14

NEUTRAL

- /slerlsk sigrltes initiaton ar assunption af coverage

The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse's

total revenues, a portion of which are generated by Credit Suisse's investment banking activities

As of December 10,2012 Analysts'stock rating are defined as follows:

Outperform (0) : The stock's total return is expected to outperform the relevant benchmark*over the next 12 months.

Neutral (N) : The stock's total retum is expected to be in line with the relevant benchmark* over the next 1 2 months.

Underperform (U) : The stock's total retum is expected to underperform the relevant benchmark. over the next 1 2 months.

'Relevanl benchnarh by regian: As of lAih Decenber 2X .12. Japanese ratings are based on a stoct s fola/ reti/rn relative io i,he analysi's ccveruge i.tnive$e which

consists of all contpanies cavered hy the analyst within the rcievanl seclar. with Outpeiorns tepresetfinq ihe rdosl af,taciive, Neatrals the less af{active, and
Unceeetfoms the least attrectlve inveslmeilt oppodunifres ,4s cf znd October z1l2, U S and Canadian as well as European ra iings are based or a sfoc*'s lcial
return telattve to the ana{ysl's ccverage urluerse whici co.lsists of all ccnpanies coveed by ihe analysl withitl the rcievant sgciar, v/ith Outpefarns represen',t!}g the

]nastattactve'Neufralsihe/eSsaltracllye,andUnderperfnmstheleaSIa!trc|iveinvesi|nentopponuniiiesForLatinAnericanandnon-JapanAsiaStccksrai,9s
arebasedonaslock'stola/refurnrelativetotheaveragetolaireturnoflherelevanlcauntryorreqionalhenchnark:priorto2ndOctober20l2US endCanadian
ratingswerebasedon(1)astock'sabsoltlletota]returnpa!en!ja|toitscurrentsharepiceand(2)
ana,a/y5|,scavergeunivereFo|AtistalianandNewZeaiands|ocks'12-monthrollingyieidisincorporatedinl,eabso/Utelctaire
a7 5%threshold nplace the i0-1,5% ieve! inthe Auveforni and lJnderperforn stack nting definitions, respectively. The 15% afld 7 5%threshcits teplace t'he +14-

15% and -10-150/o levels in the I'leutral stack raing definttion, respeciively Frior to 1)th Decenber 2012, Japanese ratings were hased on a sfrck's lotal rcturn
relative 1o the average total return af the relevant cauntry or regijnal benchrnark

Restricted (R) : In certain circumstances, Credlt Suisse policy and/or applicable law and regulations preclude certain types of communications,

including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other

circumstances,

Volatility Indicator [Vl : A stock is deflned as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24

months or the analyst expects significant volatility going forward.

Analysts' sector weightings are distinct from analysts' stock ratings and are based on the analyst's expectations for the fundamentals and/or

valuation of the sectof relative to the group's historic fundamentals and/or valuationl

Ovenreight : The analyst's expectation for the secto/s fundamentals and/or valuation is favorable over the next 1 2 months.

Market Weight : The analyst's expectation for the sector's fundamentals and/or valuation is neutral over the next 12 months.

Undenveight: The analyst's expectation forthe sector's fundamentals and/or valuation is cautious over the next 12 months.

'An anaiysl's coverage sector consists of ai! caftipanies covered bv the anai)rsl ,t,tr,t, ihe rclevant secfar. An anailrsl rnly x6v er muitiple sectars.

Credit Suisse's distribution of stock ratings (and banking clienb) is:

Global Ratings Distribution

Rating

0utperform/Buy'

Neutral/Hold'

Underperform/Sell-

Restricted

Versus universe (%) Of which banking clients (%)

(53% banking clients)
(50% banking clients)
(47% banking clients)

Mlo
400/o

13Yo

3lo

'Fot purposes ol the NYSE and NASD rafirgs dlstflbrrllor disciasure reqLtirenenls, oLu stock ralings of Oulpeform. Neulnl, art d Underperfun nost clasely

correspondtoBLty,Hold,andSell,rcspectivelyi however,lhem.'€ningsarenoitnesante asourstockrctingsarcdeterninedcnarelatlvebasis.(Pleasercfetla
definitionsabove.),4rlnvestor'sdecislontot:,uyorsellasecurityshDuldbebasedaninvestfientabjectives,cunenthcldings andaiherindividiialfactors

NlSource Inc. (Nl)
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Credit Suisse's policy is to update research reporb as it deems appropriate, based on developmenb with the subject company, the sector or the
market that may have a material impact on the research views or opinions stated herein.

Credit Suisse's policy is only to publish investrnent research fiat is impartial, independent, clear, fair and not misleading. For more detail please refer

to Credit Suisse's Policies for Managing Conflicb of Interest in connection with Investment Research: http://www.csfb.conVresearch and
analytics/disclaimer/managing_conf licts_disclaimer. htrnl

Credit Suisse does not provide any tax advice. Any statement herein regarding any US fedenl tax is not intended or wriften to be used, and cannot

be used, by any taxpayer for the purposes of avoiding any penalties.

Price Target: (12 months) for NiSource Inc. (Nl.N)

Method; Our $41 TP is based on a 18-21x 2015E EPS on the electric utility business, a 10x 2015E EBITDA multiple on the natural gas utilities
segment, a 12.5x NTM EBITDA multiple on the assets that qualifr for MLP treatrnent (which we model as -11,5% of the Columbia

Pipeline assets), and 1 turn lower for the remainder of the Columbia Pipeline assets - based on our valuation of a generic MLP with lDRs

vs. similar assets within a C-Corp.

Risk: The main risk to our $41 TP is that with Nl's valualion continuing to rise in expectation of it forming an MLP, if it chooses to not carry out

this ootion, there could be considerable downside to the cunent valuation and as such the shares could underDerform.

Please refer to the firm's disclosure website at hftps//rave.credit-suisse.com/disclosures for the definitions of abbreviations typically used in the

target price method and risk sections.

See the Conpanies Mentioned section for full conpany names

The subject company (Nl,N) currently is, or was during the 1 2-month period preceding the date of distribution of this report, a client of Credit Suisse,

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (Nl.N) within the next 3

m0nths.

As of the date of this report, Credit Suisse makes a market in the following subject companies (Nl.N).

lmportant Regional Disclosures

Singapore recipients should contact Credit Suisse AG, Singapore Banch for any matters arising from this research reprl.

The analyst(s) involved in the preparation ofthis report have not visited the material operations ofthe subject company (Nl.N) within the past 12

months

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS-Non-Voting shares; RVS-Restricted Voting Shares;

SVS-Subordinate Voting Shares.

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised hat this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were ib own repo(

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit
htp/Amtw.csfb.com/legal_terms/canada_researchjolicy.shtml.

Credit Suisse has acted as lead manager or syndicate member in a public offering of securities for the subject company (Nl.N) within the past 3

years,

As of the date of this report, Credit Suisse acb as a market maker or liquidity provider in the equities securities that are the subject of this reprt.

Principal is nol guaranteed in the case of equities because equity prices are variable.

Commission is the commission rate or the amount agreed wilh a customer when setting up an account or at any time after that.

For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at https//rave.credit
suisse.com/disclosures or call +1 (877\ 291-2683,

Nisource Inc. (Nl)
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Book Value/Share $18.42

Price/Book Value 2.O4x

lndicated Dvidend / Yield 51.04 2.8o

Dvidend C\7cle Feb., lvby, Aug., lrlov.

EPS FY12131

Prior Curr. Prior Curr.
2014E 2014E 2015E 2015E

20't3 2014E 20',t4E 2015E 2015E

$6,300

Company Description: Based in Merillville, Ind.,
NiSource Inc. is a Fortune 500 company engaged in natural
gas transmission, storage and distribution, as well as
electic generation, transmission and distribution.
NiSource operating companies deliver energt to 3.7 million
customers located within the high-demand energt corridor
stretchingfrom the Gulf Coast through the Midwest to New
England. Generation sources: Coal 7796, Natural Gas
22%. Hvdro 1%.

$1.58 $1.70 $1.82
20.7\

non-recurnng nen6

Revenue ($mm)
Prior Curr, Prior Curr.

Note Important Disclosures on Pages 2 and3.
Note Certification on 2.
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NiSource lnc.
Nl -- NYSE - Neutral- 2

Company reports higher second quarter earnings
and reaffirms 2014 guidance

Investment Highlights

NiSource reported second quarter net operating
earnings of $0.25 per share versus $0.23 per share
earned in the second quarter of2013 and in line with
expectations. All ofthe company's segments, including
Columbia pipeline, electric operations and gas

distribution operations posted positive eamings
comparisons in the second quarter. This marked the
second straight quarter in which all business segments
posted higher eamings, NI's pipeline operations
revenues rose due to higher demand margin revenue
from groMh projects. Electric operations' results rose
due to higher industrial, commercial, and residential
margins and environmental investment cost recovery.
NI's gas business was boosted by both increases in
regulatory and service programs and the implementation
of new rates in Ohio.

Management now expects 2014 earnings to be in the
upper half of the previous $1.61 to $1.71 per share
guidance. The outlook is expected to be driven by a

record $2.2 billion in capital investments this year. We
are maintaining ow 2014 EPS estimate at $1.70. We
continue to believe NiSowce is well positioned to
deliver above average eamings and dividend growth.

The company will be hosting an Investor Day on
September 29. NiSotrce is expected to provide much
more insight as to its future growth opporhrnities. We
believe NI will provide updated long-term earnings
guidance that will reinforce or even modestly increase
the previous 5% to 7%o earnings growth rate.

Our Neutral rating is based solely on valuation.
However, we think NI has a positive firndamental
outlook. We feel the company's ambitious capital
spending plans should position the company well for
future earnings growth. With a low payout ratio, we
believe NI will grow its dividend steadily as well. We
would retain NI for investors seekins total return.

Debt/Total Capital (6/30) 60.6%

ROE(ttm) 9.1%

J.J.E" !{iFrard,llll,[. \prs, LtC I Msmber NYSE,ItilRA I St]C Equrrv RnsnencH
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Additional information is available upon request.

1@!p!..1ftrtification

I, David B. Burks, hereby certi! that the views expressed in this research report accurately reflect my
personal views about the subject company(ies) and its (their) securities. I also certify that I have not been,
am not, and will not be receiving direct or indirect compensation in exchange for expressing the specific
recommendation(s) in this report.

Important Disclosures

Hilliard Lyons' analysts receive bonus compensation based on Hilliard Lyons' profitability. They do not
receive direct payments from investment banking activity.

Investment Ratinss
Buy - We believe the stock has significant total retum potential in the coming 12 months.
Long-term Buy - We believe the stock is an above average holding in its sector, and expect solid retums
to be realized over a longer time frame than our Buy rated issues.
Neutral - We believe the stock is an average holding in its sector, is currently fully valued, and may be
used as a source offunds ifbetter opportunities arise.
Underperform - We believe the stock is lulnerable to a price set back in the next 12 months.

Suitabilitv Ratinss
1 - A large cap, core holding with a solid history
2 - A historically secure company which could be cyclical, has a shorter history than a "1" or is subject to
event driven setbacks
3 - An above average risk/reward ratio could be due to small size, lack ofproduct diversity, sporadic
eamings or high leverage
4 - Speculative, due to small size, inconsistent profitability, erratic revenue, volatility, low trading volume
or a narrow customer or product base

Hlliard Lyons ratings fcr N (NSO-ECElf'Jq
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Hilliard Lyons
Recommended lssues

Inveslment Banking
Provided in Past 12Mo.

Rating Stocks Covered Stocks Covered Banking No Bankinq
Buy 49 39o/o 14Yo 86To

Hold/Neutral 70 56% 6% 94o/o

Sell 5 4Yo 0% 100%

Restricted I lYo 100% 9Yo

As of7 July 2014

Other Disclosures

Opinions expressed are subject to change without notice and do not take into account the particular
investment objectives, financial situation or needs of individual investors. Employees of J.J.B. Hilliard,
W.L. Lyons, LLC or its affiliates may, at times, release written or oral commentary, technical analysis or
trading strategies that differ from the opinions expressed here.

J.J.B. Hilliard, W.L. Lyons, LLC is a multi-disciplined financial services firm that regularly seeks

investment banking assignments and compensation from issuers for services including, but not limited to,
acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as

placement agent in private transactions.

The information herein has been obtained from sources we believe to be reliable but is not guaranteed and

does not purport to be a complete statement of all material factors. This is for informational purposes and
is not a solicitation of orders to purchase or sell securities. Reproduction is forbidden unless authorized.
All rights reserved.

Hilliard Lyons Equity Research Electric Utilities
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2Q f n-line; Analyst Day Slated for Sept.29th

Key Takeaway

Nl reported 2Ql4 recurring diluted EPS of $O.25 (excluding asset sale gains),
broadly in-line with our 1O.24 forecast & the Strcct'r 1O.25 consensus estlmate.
Mgmt alio affirmed its 2Ol4 non-GAAP EPS guidance of ll.6l-$1.71 and lts
12.28 capital budget for the year, but indicated rerults are llkely to be In the
upper half of its EPS range; Fa<tSet Gonsensus 2O14 EPS is <urrently Jl.69.
Columbia Pipeline Group. CPC's $104mm operating income (excluding asset sale gains)
was iust above our $99mm expectation, driven primarily by higher margin revenue from
new growth proiects & higher mineral rights royalty revenue. Mgmt announced two new
prolects for this segment: the Utica Access proiect & a proiect to serve a natgas-fired power
generation plant in Kentucky. These two prolects have a combined cost of -$75mm with
projected in-service dates of late & mid-2016, respectively.

Gas Distribution. The gas utilities posted 2Q operating income of $63mm, ahead of
our $56mm forecas! due primarily to increased revenues of -$26mm yly from a new rate
settlement in PA and Columbia Gas of Ohio's approved modernization program. We still
expect Cas Distribution to invest -$815mm in system modernization & replacement during
2014. Also of note, the NIPSCO Cas seven-year, $700mm investment plan was approved by
the Indiana URC in late April and we expect spending under the program to begin this year
with recovery starting early 2015. Separatelt the MA governor approved a bill in late lune
to implement a similar program for MA gas utilities.

Ele<tric. NIPSCO Electric reported 2Q operating income of -$60mm, in-line with our
$61mm estimate. Mgmt noted that its Schahfer FGD project remains on track for YE14

completion while the FCD facility at Michigan City is on schedule for YE15 in-service.

Guidance & Analy3t Day. Mgmt affirmed iG 2014 non-CMP EPS guidance of $1.61-$1.71
& its -$2.28 capital budge! but indicated EPS will likely be in the upper-half of the range. lt
also formally announced an Analyst Day in New York on Sept. 29th; we expect it will provide
mgmt a forum to discuss growth strategy & we anticipate a formal MLP announcement.

Dividend raised, as expected. Nl declared a -4% dividend increase in Ma, bringing its
quarterfy payout to 26(lshare ($1.04 annualized). This marks Nl's third year of dividend
raises since it resumed dividend growth in 2012; we project a 5-yr dividend CACR of -5.5%.

Dlal-in for the Call: Today @ 9:00am ET. Dial-in: 866.515.2913; Passcode: '|5780099

Nl 2Qf 4 Results Review:

Source: Nl report, lefferies estimates
Note: Recurring EPS figures exclude the impact of non-normal weather & asset sale gains/
losses; they also utilize average diluted share counts during each respective period.
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Price target $37.00
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Equity Associate
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Cotey Goldm.n *

Equity Associate
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* lefferies LLC

Jefferies does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that Jefferies may have a conflict
of interest that could affect the obiectivitv of this reDort. lnvestors should consider this reoort as onlv a sinole factor in makino their investment decision.
Please see analyst certifications, iniportarit disclosurL information, and information regarding the staius of ion-US analysts on-pages 2 to 5 of this report.
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Company Description
NiSource, Inc. (NYSE: Nl) is a diversified energy holding company whose subsidiaries provide natural gas, electricity, and other energy
products & services to nearly 4 million US customers. The Company operates through three segments: Gas Distribution, Cas Transmission

and Storage, and Electric. The Cas Distribution operations provide natural gas service and transportation for residential, commercial and

industrial customers in Ohio, Pennsylvania, Virginia, Kentucky, Maryland, Indiana and Massachusetts. The Gas Transmission and Storage

segment offers gas transportation and storage services for Local distribution companies, marketers and industrial and commercial customers

located in Northeastern, Mid-Atlantic, Midwestern and Southern states. The Electric Operations segment provides electric service in various

counties in the northern part of Indiana. NiSource was founded in 1987, is incorporated under the laws of the state of Delaware, and is

headquartered in Merrillville, lN.

Analyst Certification
l, Christopher Sighinolfi, CFA, certify that all of the views expressed in this research report accurately reflect my personal views about the subiect
security(ies) and subiect company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific
recommendations orviews expressed in this research report.
l, Christopher Til lett, certify that all of the views expressed in this research report accu rately reflect my personal views about the subject secu rity(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this research report.
l, Corey Coldman, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectl, related to the specific recommendations
or views exoressed in this research reoort.
As is the case with all lefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives
compensation based in part on the overall performance of the firm, including investment banking income. We seek to update our research as

appropriate, but various regulations may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large maiority
of reports are published at irregular intervals as appropriate in the analyst's iudgement.

Meanings of fefferies Ratings
Buy - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period,
Hold - Describes stocks that we expect to provide a total return (price appreciation plus yield) of plus l5% or minus 10% within a l2-month period.
Underperform - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a'12-month
oeriod.
The expected total return (price appreciation plusyield) for Buy rated stocks with an average stock price consistently below $10 is 20% or more within
a l2-month period as these companies are typically more volatile than the overall stock market. For Hold rated stocks with an average stock price
consistently below $'10, the expected total return (price appreciation plus yield) is plus or minus 2096 within a l2-month period. For Underperform
rated stocks with an average stock price consistently below $10, the expected total return (price appreciation plusyield) is minus 20% within a l2-
month period.
NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/
or lefferies policies.

C5 - Coverage Suspended. Jefferies has suspended coverage of this company.
NC - Not covered. lefferies does not cover this company.
Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable securities
regulations prohibit certain types of communications, including investment recommendations.
Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial proiections or opinions on
the investment merits of the company are provided.

Valuation Methodology
lefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total
return overthe next 12 months. The pricetargets are based on several methodologies, which may include, butare not restricted to, analyses of market
risk, growth rate, revenue stream, discounted cashflow (DCF), EBITDA, EPS, cashflow (CF), free cash flow (FCF), EV/EBITDA,PlE,PElgrowth,PlCF,
P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) overthe next 12 months.

lefferles Franchlse Plcks
Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a l2 month period. Stock selection
is based on fundamental analysis and may take into account other factors such as analyst conviction, differentiated analysis, a favorable risk/reward
ratio and investment themes that lefferies analysts are recommending. Jefferies Franchise Picks will include only Buy rated stocks and the number
can vary depending on analyst recommendations for inclusion. Stocks will be added as new opportunities arise and removed when the reason for
inclusion changes, the stock has met its desired return, if it is no longer rated Buy and/or if it underperforms the 5&P by l5% or more since inclusion.
Franchise Picks are not intended to represent a recommended portfolio of stocks and is not sector based, but we may note where we believe a Pick
falls within an investment style such as growth or value.
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Christopher Sighlnolf, (IA, Equity Analyst, (2.12) 7O7-6420, csighino@jefferies.com
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Risk which may impede the achievement of our Price Target
This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the
financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based
upon their specific investment objectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of
the financial instruments recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and
income from, any of the financial instruments mentioned in this report can rise as well as fall and may be affected by changes in economic, financial
and political factors. lf a financial instrument is denominated in a currency other than the investor's home currency, a change in exchange rates may
adversely affect the price of, value of, or income derived from the financial instrument described in this report. ln addition, investors in securities such
as ADRs, whose values are affected by the currency of the underlying securit, effectively assume currency risk.

2013

Distribution of Ratings

Rating Count
lB Serv./Past 12 Mos.

-

Percent Gount Percent
BUY
HOLD
UNDERPERFORM

page 3 ot 5

Please see important disclosure information on pages 2 - 5 of this report,

Chrfstopher Sfghinolfi, CFA, Equity Analyst, (212) 7O7-6420, csighino@iefferies.com

961
754
148

51.58%
40 47o/o

7.94%

251 26.12%
121 16 05%

8 5.41%
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Other lmportant Disclosures

lefferies Equity Research refers to research reports produced by analysts employed by one of the following lefferies Croup LLC ("lefferies") group
comoantes:

Unlted States: lefferies LLC which is an SEC registered firm and a member of FINM.

Unlted Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial ConductAuthority; registered in England and
Wales No. 1978621; registered office: Vintners Place, 68 Upper Thames Street, London EC4V 3Bl; telephone +44 (0)20 7029 8000; facsimile +44 (0)20
7029 8010.

Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located
at Suite 2201, 22ndFloor, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

Slngapore: f efferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #15-2O, UOB Plaza 2,
Singapore 048624, telephone: +65 6551 395O.

lapan: lefferies (apan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency oflapan and is a member
of the lapan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, l-5-1 Yuraku-cho, Chiyoda-ku, Tokyo 100-0005; telephone +813 5251
6100; facsimile +813 5251 6101.

Indla: lefferies India Private Limited (ClN - U74140MH2007PTC200509), which is licensed by the Securities and Exchange Board of India as a Merchant
Banker (1NM000011443) and a Stock Broker with Bombay Stock Exchange Limited (1N8011491033) and National Stock Exchange of India Limited
(1NB231491037) in the Capital MarketSegment; locatedat42/43,2 North Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East) Mumbai 400
051, lndia; Tel +91 22 4356 6000.

This material has been prepared by lefferies employing appropriate expertise, and in the belief that it is fair and not misleading. The information set
forth herein was obtained from sources believed to be reliable, but has not been independently verified by Jefferies. Therefore, exceptfor any obligation
under applicable rules we do not guarantee its accuracy. Additional and supporting information is available upon request. Unless prohibited by the
provisions of Regulation S of the U.S. Securities Act of 1933, this material is distributed in the United States ("U5"), by lefferies LLC, a US-registered
broker-dealer, which accepts responsibility for its contents in accordance with the provisions of Rule 15a-6, under the US Securities Exchange Act of
1934. Transactions by or on behalf of any US person may only be effected through lefferies LLC. In the United Kingdom and European Economic
Area this report is issued and/or approved for distribution by lefferies International Limited and is intended for use only by persons who have, or have
been assessed as having, suitable professional experience and expertise, or by persons to whom it can be otherwise lawfully distributed. lefferies
International Limited has adopted a conflicts management policy in connection with the preparation and publication of research, the details of which
are available upon request in writing to the Compliance Officer. jefferies International Limited may allow its analysts to undertake private consultancy
work. Jefferies International Limited's conflicts management policy sets out the arrangements Jefferies International Limited employs to manage any
potential conflicts of interest that may arise as a result of such consultancy work. For Canadian investors, this material is intended for use only by
professional or institutional investors. None of the investments or investment services mentioned or described herein is available to other persons

or to anyone in Canada who is not a "Designated Institution" as defined by the Securities Act (Ontario). In Singapore, Jefferies Singapore Limited is

regulated by the Monetary Authority of Singapore. For investors in the Republic of Singapore, this material is provided by lefferies Singapore Limited
pursuant to Regulation 32C of the Financial Advisers Regulations. The material contained in this document is intended solely for accredited, expert or
institutional investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). lf there are any matters arising from, or in connection
with this material, please contact lefferies Singapore Limited, located at 8O Raffles Place #15-20, UOB Plaza 2, Singapore 048624, telephone: +65
6551 3950. In lapan this material is issued and distributed by lefferies 0apan) Limited to institutional investors only. In Hong Kong, this report is

issued and approved by lefferies Hong Kong Limited and is intended for use only by professional investors as defined in the Hong Kong Securities and
Futures Ordinance and its subsidiary legislation. In the Republic of China (Iaiwan). this report should not be distributed. The research in relation to
this report is conducted outside the PRC. This report does not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC.

PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant approvals, licenses,
verifications and/or registrations from the relevant governmental authorities themselves. In India this report is made available by Jefferies India Private
Limited. In Australia this information is issued solely by Jefferies lnternational Limited and is directed solely at wholesale clients within the meaning of
the Corporations Act 2001 of Australia (the "Act") in connection with their consideration of a ny investment or investment service that is the subject of
this document. Any offer or issue that is the subject of this document does not require, and this document is not, a disclosure document or product
disclosure statement within the meaning of the Act. lefferies International Limited is authorised and regulated by the Financial Conduct Authority
underthe laws of the United Kingdom, which differfrom Australian laws. lefferies International Limited has obtained relief underAustralian Securities
and lnvestments Commission Class Order 03/1099, which conditionally exempts it from holding an Australian financial services licence under the
Act in respect of the provision of certain financial services to wholesale clients. Recipients of this document in any other iurisdictions should inform
themselves about and observe any applicable legal requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any opinion or
estimate constitutes the preparer's best iudgment as of the date of preparation, and is subject to change without notice. Jefferies assumes no obligation
to maintain or update this report based on subsequent information and events. lefferies, its associates or affiliates, and its respective officers, directors,
and employees may have long or short positions in, or may buy or sell any of the securities, derivative instruments or other investments mentioned or
described herein, either as agent or as principal for their own account. Upon request lefferies may provide specialized research products or services
to certain customers focusing on the prospects for individual covered stocks as compared to other covered stocks over varying time horizons or
under differing market conditions. While the views expressed in these situations may not always be directionally consistent with the long-term views
expressed in the analystrs published research, the analyst has a reasonable basis and any inconsistencies can be reasonably explained. This material
does not constitute a personal recommendation or take into account the particular investment obiectives, financial situations, or needs of individual
clients. Clients should consider whether any advice or recommendation in this report is suitable for their particular circumstances and, it appropriate,
seek professional advice, including tax advice. The price and value of the investments referred to herein and the income from them may fluctuate. Past

performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange
;.:page4ot5
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rates could have adverse effects on the value or price of, or income derived from, certain investments. This report has been prepared independently of
any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of securities. None
of lefferies, any of its affiliates or its research analysts has any authority whatsoever to make any representations or warranty on behalf of the issue(s).
Jefferies policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior
to the publication of a research report containing such rating, recommendation or investment thesis. Any comments or statements made herein are
those of the author(s) and may differ from the views of lefferies.

This report may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor's. Reproduction
and distribution of third party content in any form is prohibited except with the prior written permission of the related third party. Third party content
providers do not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings, and are not responsible for
any errors or omissions (negligent or otherwise), regardless ofthe cause, orforthe results obtained from the use of such content. Third party content
providers give no express or implied warranties, including, but not limited to, any warranties of merchantability or fitness for a particular purpose or
use. Third party content providers shall not be liable for any direct, indirect incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content,
including ratings. Credit ratings are statement5 of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They
do not address the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice.

lefferies research reports are disseminated and available primarily electronically, and, in some cases, in printed form. Electronic research is
simultaneously available to all clients. This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of
lefferies. Neither lefferies nor any officer nor employee of lefferies accepts any liability whatsoever for any direct, indirect or consequential damages
or losses arising from any use of this report or its contents.

For lmportant Disclosure information, please visit our website at https://javatar.bluematrix.com/sellside/Disciosures.action or call l.888.JEFFERlES

O 2014 Jefferies Group LLC
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NiSource,Inc. (BUY)

Nl - Quick Alert: 2Q14 Earnings Resu/ts in Line, Analyst Day Announced

KeyBanc Capital Markets Inc.
Member NYSE/FINRA/SIPC

Paul T Ridzon: (21 6) 689- 0270 - pjdzon@teycao
John Barta: (216) 689- 3386 - tohn-L-berta@Keflpm

KEY INVESTMENT POINTS
July 30, 2014 Close: $38.51
2Q{4 KBCM EPS Estimate: $0.24 (Consensus: $0 24)

2014 KBCM EPS Estimate: $1.70 (Consensus: $1.70)

2015 KBCM EPS Estimate: $1.80 (Consensus: $'1.83)

2Q14 Actual Results (vs. 2Q13):

o Ongoing EPS were $0.25 vs. $0.23; GAAP EPS were $0.25 vs. $0.23.
. Results were in line with our estimate of $0.24 consensus of $0.24.
o GroMh projects remain on track in all segments.
o Analyst day announced for September 29.

Guidance: Management indicated that it now expects 2014 results to be in the upper half of guidance of $1 .61- $'l .71 per share.

2Q Highlights:
o Gas Distribution operating earnings were $10 7 million higher. Revenues rose $26 million on new rates in Ohio and Pennsylvania.

The higher revenues were partly offset by higher expenses of $15 million on outside services, employee costs and higher

depreciation.
o Columbia Pipeline Group reported lower results (operating earnings of $103.7 million vs. $88.8 million) on higher revenues ($22

million) resulting from higher demand margin and new projects coming into service.The higher top line was partly offset by higher

expenses of $10 million on employee costs and higher depreciation.
o Electric operations earnings were $59 8 million vs. $58.6 million due to higher revenues of $12 million being partly offset by an $1 1

million increase in expenses related to outages and employee costs.

Initial Take: We expect a neutral to positive response to in line results. Consensus is currently in the upper half of guidance.

9:00 a.m. ET Conference Gall #: (866) 51 5- 291 3; lD#: 1 5780099

We will be focused on:

o Latest MLP thoughts.
o Thoughts on grovvth rate.
o Incremental infrastructure investment opportunities.
o Pipeline modernization project updates.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2.3 OF THIS NOTE.
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KeyBanc Gapital Markets Inc. Disclosures and Gertifications
NiSource, Inc. - Nl

We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliates for non- securities related services.

As of the date of this report, we make a market in NiSource. Inc..

Reg AIC Certification

The research analyst(s) responsible forthe preparation ofthis research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst's personal views about any and all ofthe subject securities or
issuers; and (2) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Ihree:lea.r Rating and Pri_ce Tary

Created bv BlueMatrix

Rating Disclosures

Distribution of Ratings/lB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

lB S.ru/Past'12 Mos. lB S€ru/Past 12 t os.

Count PercentCount Percsntl Rating Percent

-
52.11

47.89

0.00

BUY IBUYI

HOLD IHOLDI

SELL [UNDI

258

283

12

46 65

51 '18

2.'t7

57 22.09 I BUY IBUYI 37

34

0

20 54 05

17 50 00

0 000

i9.43 I HoLD IHoLDI

25.00 I SELL IUNDI



GAS-ROR-O1O
Attachment B

38 of 59

Quick Alert
July 31,2014

Rating System

BUY - The security is expected to outperform the market over the ne)d six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the ne)d six to '12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst's productivity, the quality of the analyst's research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm's performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.
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NiSource, Inc.

Mo.gaf Slan ey & Co LLC

Key Ratios and Statistics

Reuters: Nl.N Bloomberg: Nl US
Diversified NatuEl Gas / United States of America

Prie target

Shr price, close (Jul 30, 20'14)

N.4kt €p, er (mm)

s2-Week Range

Fiscal Year ending 12113 'l2l14e

$43.00

$38 51

$12,216

$39.70-28 85

121'l5e 121'l6e

Modelware EPS ($) 1.57 1.68 1.81 1.92

Prior Modelware EPS ($) - 1.69 1.82 1.92

PIE 20.9 22.9 21.2 20.0

Consensus EPS ($)g

Div yld (%)

Div per shr ($)

EBITDA (gmm)

1.55 1.69 1.82 195
3 0 2.7 2.8 29

099 103 107 '1 11

1,705 't ,836 2,012 2,197

EV/EBTTDA 114 121 116 113
Shrs out, diluted, avg (mm) 314 316 316 316
lJnless otheNise not€d, all mstncs are based on lllorgan Stanley Modelware
framework (please see explanation later in this note)

S = Consonsus data is provided by Thomson ReuteF Estimates
e = lrorgan Sbnley Research estimates

Morgan Stanley does and seeks to do business witt
companies covered in Morgan Stanley Research. As
a result, investors should be aware ihat the firm may
have a conflict of interest that could affect the
objectivity of Morgan Stanley Research- Investors
should consider Morgan Stanley Research as only a
slngle factor in making their investment decjsion.

For analyst certification and other important
disclosures, refer to the Disclosure Section,
Iocated at the end of this report.

Focus Shifts to Analyst Day

Nl reported in-line results and is expecting to be at
the upper half of their 2014 EPS guidance of $'1.61 -
1.71 (MSe $1.68). Management also announced an
Analyst Day for September, which wilN likely shed
light on a pot'l MLP and refresh EPS/div guidance.

2Q14 results: N! reported EPS of $0.25 vs. MS /
Consensus of $0.27l$0.24. While Nl continues to
execute on its guidance, investors are increasingly
ascribing value to the company's northeast
infrastructure asset base. As Nl continues to de-risk
their Rayne/Leach XPress (expect details over next
several weeks) and WB XPress (details late 3Q)
projects, along with developing midstream infrastructure
within the Marcellus/Utica (Big Pine, Utica Access),
aftention now turns towards management's potential
formation of an MLP (including details around
structuring and capex/groMh pot'l) due to equity needs
in 2015. Our new $43 price target (up from $40)
includes the anticioated MLP formation and reflects
project backlog de-risking. We continue to view Nl as an
attractive lower risk Div. Nat Gas holding with a

supportive regulatory backdrop (de-risked utility profile
with a visible rate base and recovery strategy), aftractive
Marcellus/Utica footprint, and a sizeable, growing
project outlook. We expect this to drive 6.8% EPS
growth in 2014e and 7 .8o/o in 2015e (high end of
guidance) with 4o/o div growth each year. However,
shares have begun to factor in Nl's MLP pot'l (Nl +17%
YTD vs. S&P500 +7%), keeping us E/w as the next leg
of outperformance is more uncertain and dependant
upon execution / replenishment of their potential MLP /
project backlog.

Segment results. Electric EBIT came in at $59.8mm
vs. $58.6mm y/y due to higher industrial, commercial,
and residential margins partially offset by a decrease in
off-system sales. Gas Distribution EBIT increased to
$62.5mm from $51.8mm due to increases in regulatory
and service programs partially offset by increased
seruice costs. Columbia Pipeline Group EBIT increased
to $103.7mm from $88.Bmm y/y due to higher demanc
margin and increased mineral rights royalty revenue.

IUORGAN STANLEY RESEARCH
N O R T H AM E R I C A

Erian Lasky
lriEn L:sky@rorcBnstanl€y @m
+1 212761 7249

Roberts Kad .

Robert K3d@rcrganstanby,oom
41 212 76'1 63€5

Matthew Giacobbe
f,4attlEw-Giasbbe@ mo rganstanley,M
+12127117243 

.;.
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Why Equal-weight?
. Restored earnings power at

regulated utilities segments.
. Numerous midstream opportunities
sunounding its existing pipeline

systems in the Marcellus + Utica
provide exceptional longterm value,
but also come with it increased capex
and possibly heated competition.
. See upside in an MLP scenario, but
next leg of outperformance is

dependant on execution.

Key Value Drivers
. Executing Marcellus + Utica

midstream projects on time and below
budget.
. Execution on its regulatory agenda
(e.9., infrastructure modemization plan,

filing rate cases, implementing trackers

/ cost recovery mechanisms).
. Stable dividend with potential 4 -
5% annual growth to go along with 5 -
7% EPS growth potential over multiple
years.

Potential Gatalysts
. MLP formation adds to value of Nl

and offers further upside on projects

and acquisitions.
. Updates related to rate case
seftlements approval by regulatory
bodies.
. Announcement of additional
Marcellus or Utica project or acquisition
beyond those included in guidance.

Where We Could Be Wrong
. Regulatory risks associated with
Marcellus and/or Utica drilling puts a
hold on midstream project expansions.
. Economic recovery remains
prolonged, negatively affecting electric
deliveries (especially to industrial
customers).
. Unfavorable outcomes in the
northeast due to legislation, slower
drilling, more competition.
o MLP not formed.

Bull Cas€

$46

Increasing Marcellus/Utica market share and utilities
outperform; more projects, MLP creation, Nl gains larger

Appalachian market share than anticipated from new production,

fostering additional capital spend in the GT&S segment. Utica
potential exceeds expectations

Base Case

$43

Executing on Marcellus opportunities with a steady recovery
and execution in utility segments. Nl places Marcellus/Utica
groMh projects on budget and on time. Industrial electric
generation deliveries continue to stabilize/slightly recover. Nl

creates an MLP in 3Q

Bear Gase

$31

Marcellus opportunities fail to materialize. Marcellus regulation

issues persist or worsen, prolonging development. The required

infrastructure projects are delayed causing Nl to push back

expansions and the stock re-rates lower given weaker groMh
profile. Nl does not pursue an MLP.

Tarqet Price Derivation

1. lmplied dividend yield/growth

dividend yield

2015e groMh

2. lmplied P/E

P/E multiple

3. Dividend discount model

4. Sum of parts

2.Sfo

4,jYo

22.5x

$43

$41

$44

$++

Morgan Stanley

NiSource (Nl, Equal-weight)

. Pil6€ Ta19el (JuF15)

-Aisbdcal 
Slock P6domanc€

Risk-Reward View: Strong Marcellus + Utica Midstream Potential
$50

45

;I Jan-13 Jul-13 Jan-14 Jan.15

. Cuiient Stock Pilc6

Source: Thomonone; Morgan Stanley Research

Price Target $43
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Exhibit 1

Nl: Earnings Results and Preview
(mutts in 000s, ex@pt N unit)

Actual

2013

MORGAN STANLEY RESEARCH

July 31,2014
NiSource. Inc.

Aqlual

2Qt4

AIA MS AIE MS

% chs 2Ql4E % chg 3Al4E

Operaiing Revenues

Gas Distribution

Gas TEnsportation and Storage

Electric

Other

Total operating revenugs

Operating Expenses

Cost of Sales

OpeEtim and maintenance

Depreciatr'on and amortiation

Other ta$
Total opeEting erpenseg

Equity Earnings (Loss) in Uncon. Afflllats

EBIT

EBITDA

Interesl expense, net

Other in@me

Total other income and expgnaog

Eamings Frcm Cont Opsr. Bef. Inq. Taes
In@me tax (prcvision)

Net Income (OpeEting)

Average # of Shares Outstanding

Net Income per Share (Operating)

Net Income per Share (GAAP)

Segment Data

Gas Disbibution (ililDlh)
Residenlial

Commercial

lndustrial

Ofi System

Other

Gas Transmission & StoEge (MMDth)

Columbia Transmission

Columbia Gulf

Crossroads Gas Pipeline

Intrasegment eliminations

Elatric OpeElions (Gigawatl HouF)
Residenlial

Commercial

lndustrial

Wholesle
Other

Source: Company data, l\4organ Stanley Research

395,000 426,400 7s%
366,500 390,100 6.4%

383,500 401,800 4.80k

57,400 116,700

1,202,400 1,335,000 11.00/"

349,300 371,700 6.40/0

452,300 533,100 17.90/0

143,400 149,100 4.0%

70,700 73,400 3.8%

1,015,700 1,127,300 11.oVo

8,ooo 11,100 38.8%

2,t8,800

338,100 367,900 8.8%

(102,000) (109,100) 7.ooh

13,300 7,500

(88,700) (10r,600) 14.5%

106,000 il7,200 10.60/0

33.200 39,600 't9.3yo

564,009 -24.4% 405,563

294,167 326% 298,863

397,834 1.0% 427,007

1,256,011 6.3% 1,131,'li)3

364,894 1.90n 285,466

45't,440'tt't% 474,598

147,UO O.9% '151,978

70,u4 3.9Vo 59,763

1,034,818 8.9% 971,805

9,849 't27o/o 11,156

231,041 -5 3% 170,7U

378,881 -29o/o 32:2,762

(109,100) oo%
4,500

(f04,6rr0) -29%

(109,1m)

7,500

(r0r,600)

34.8

27.O

113.4

184
0.2

196 6

169 8

33
(81.4)

769.1

942.6

2,2ffi.3

494.7

270

35.0 0.6%

27.4 1.50/0

'121.7 7.3%

'14.2 -22.80/0

(0,3)

194 2 -1.2%

145 4 -14 4%

3.5 6.1%

121.61 -73.5oh

793.2 3.'l%

964.9 2A%

2,455.8 A.Ao/o

12.1 -97.60/o

34.9 29.30/0

1fr,41 -7_30/0 69,184

4'l.621 4 90/o 23,464

35.8 -2.4% 15.7

27.4 -1.5% '16.7

1 't 6.8 4 20 '124 .3

17 5 -14_A% 14.8

02 (0 1)

206 4 -5 9% 166.3

169.8 -14 4% 134.0

3,4 300/0 4.2

(101.8) -788% (61.9)

792.2 0 1% 1,030.5

961.5 04yo 1,087.4

2,267.6 A30/o 2,3/.8.9

497.2 -97.6Vo 109 I
27 5 26.7yo 3'1.9

84,821 -8.5% 45,720

Nl confimed 2014
guidance of$1.61-
$1.71$ 023 I 025 $ 027 t

$023t025t0275
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Exhibii 2

Nl Income Statement
lncome Statement
(amounts in thousands, except per unit data)

Net Revenues

Gas Distribution

Gas Transportation and Storage

Electric

Other

Total Net Revenues

Operating Costs

Cost of Sales

Operation and maintenance

Depreciation and amortization

Other taxes

Total Operating Costs

Equity Earnings (Loss) in Uncon, Affiliates

EBIT

EBITDA

Other income

Interest expense, net

Other income

Inc. from continuing operations bef Inc. taxes

Income tax (provision)

Operating Net income (Loss)

Net Income per Share (Operating)

Net lncome per Share (GAAP)

Weighted Avg Diluted Units Outstanding

Dividends per share
Sourcei Company data, Morgan Stanley Research

MORGAN STANLEY
July 31, 2014
NlSource, Inc.

2013 2014E

RESEARCH

1,815,500 2,351,575

1,873,900 2,026,218

577,300 602.475

300,600 290,979

4,567,300 5,271,247

2,982,248 3,599,872

1 ,601 ,289 1,481 ,841

1 ,684,335 1,771,784

1 93,700

6,461,572 6,853,497

43,267

t,233,591

1,836,066 2,011,853

(439,928) (530,650)

27,000 30,000

820,664 88r,889
289,107 308,974

531,556 572,915

$1.68

$1.71

31 6,1 00

1.03

$l.81

$1.81

316,1 00

1.07

3,927,424 4,285,213

1,739,102 1,959,%5

1,854,564 1,915,384

7,521,091 8,160,542

2,375,324 2,616,U2 2,798,262

2,192,946 2,416,7't8 2,655,426

629,315 663,718 702,',t95

319,008 337,142 368,214

5,s16,593 6,034,420 6,524,096

45,634 46,786 47,966

1,382,538 1,533,457 1,684,412

2017E

2,197,174 2,386,607

(625,615) (723,e51',)

30,000 30,000

937,841 990,461

329,457 347,976

608,384 il2,485

$1.92

$1.92

$2.03

$2.03

316, 100 316,'t 00

2,225,300

1,646,400

1,563,200

224,400

5,659,300

35,900

r,127,900

1,705,200

(414,800)

42,600

755,700

261,800

493,900

$r.57

$1.56

313,600

0.99 1.16111
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NlOperating Data
OpeEting Data

GAS DISTRIBUTION

Salss and Transportation (MMDth):

Residential

Commercial

lnduslrial

Off System

Other

Total Sales and Transports

Weather Adjustment

Sales and Transport Vols - Excluding Weather

y/y change

Sales Price ($ / oth)
y/y change

COGS Price ($ / Dth)

y/y change

Gross Margin ($ / Dth)

y/y change

COLUMBIA PIPEIJNE GROUP

Thrcughput (MMDth):

Columbia Transmission

Columbia Gulf

Crossrcads Gas Pipeline

Total throughput

Intrasegmenl €liminations

Total third-party throughput
y/y change

Tariff ($ / Dth)

y/y change

ELECTRIC OPERATIONS

Sales (Gigawatt Hours):

Residential

Commercial

lndustrial

Wholesale

Other

Total sales

Weather Adjustmenl

Total sales volumes - AdJ, for weather impacts
y/y change

Revenue ($ / Gigawatt hour)

y/y change

COGS (S / Gigawatt hour)

y/y chenge

Gross Margin ($ / Gigawatt hour)

y/y change
SoUEE: Company data, Morgan Stanley Research

MORGAN STANLEY RESEARCH

July 3'1, 2014
Nisource. lnc.

2013

2723

172 I
494 5

70.4

o4
1,010.5

(3 4)

1,007.1

26%

$3 03

8.9%

$r 41

18.1%

$1 62

1.9%

1,124 6

643 0
't6 9

1,784.5

(23e 4t

1,545.1

-2 4%

$0 50

10.0%

2014E

302.0
'191 3

513.7

57.3

(o.2)

1,064.1

(53.8)

'1,010.3

0.3%

$3.49

15.0%

$1.80

27.6%

$1.69

4.1%

1,170.5

613.3

18.1

1,80't.9

(231.0)

1,570.9

17%

$0.50
-1.1%

2015E

191 .0

529 1

58.4

(0.2)

1,070.9

(4 0)

1,066.9

56%

e2 a7

-3.3%

$1.65
-8.2%

$1.72

1.9%

1,236,.2

648 5

19,0

1,903.7

(2e6,3)

't,607.4

2.3%

$0.s2

5.3%

$1.77

7.4%

$ r.77

2-8%

$1.84

40%

$1.88

6.10k

20f6E 2017E

5Ut .Z JZZ O

200.5 2'lo 6

545 0 561 4

59.6 60 I
(0.2t lo2t

1,1'12.2 1,155.1

(4 0) (4 0)

1,108.2 1,151.1

3.9% 39%

$3 54 $372
5.0o/o 50%

1 ,298.0 1,362.9

681.0 715.0

19.9 209
1,998.9 2,098.8

(277.3\ (2e5 4t

1,721.6 1,803.4

7.1% 48%

3,4447 3,571.5 3,713.6

3,881 I 3,9684 4,047.7

9,339 7 9,886.9 10,084.7

6697 4382 447.0

1320 142.3 148.0

17,468.0 16,007.3 ',18,111.O

(24) (114.4)

17,465.6 17,892.9 18,441.0

3.6% 2.4% 3.1%

$0 56

29%

3,899 2 3,977 2

4,128.7 4,'170 0

10,286.3 10,389 2

455 9 465 0

154.0 160.1

18,921.2 19,161.6

18,921.2 19,161.6

2.6% 13%

$98 00 $99 96

2.0% 20%

$34.41 $35.26

3.5% 25%

$63 59 $64.70

1 2% 1.7%

$0.55

5.1%

$89 59

0.5%

$31.07

5.0%

$58 53

-1 8%

$94.r9
5.1%

$33.98

9.4%

$60.21

2.901

$96.08

2.0%

JJJ.ZO

-2.1%

$62 82

4.3%
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Nl Balance Sheet
Balance Sheet
(amounts in thousands, except per unit data)

ASSETS

Cash and cash equivalents

Restricted €sh
Ac@unts receivable

Income tax receivable

Gas inventory

Regulatory assets

Other

Total Curent Assets

Net Property, Plant and Equipment

Unconsolidat€d afiiliates

Other investments

Price risk management assets

Regulatory assets

Goodwill

Iniangible assets

Defered charges, Poshetiremen, other

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Curent portion of long-term debt

Short-term borrowings

Accounts payable

Dividends payable

Customer deposits and qedits

Taes arcrued

lnterest accrued

Pri@ risk management liabilities

Exchange gas payable

Defered revenue

Regulatory liabilities

Acc liab for post-retirement / -employment benefits

Other accruals

Total Currcnt Llabilities

Long-tem debt, excl amounts due within one year

Prie risk management liabilities

Defered income taxes

Defered inc. taxes, credits, other

Acc liability for post-retiremenU-employment b€nefi ts

Regulatory liabilities and other removal costs

Asset retirement obligations

Other noncurent liabilities

Total Other Liabilities and Defered Credlts

Common stock

Additional paid-in capiial

Retained earnings

Treasury stock

Accumulated other comprehensive loss

Total Common Stockholdere' Equity

TOTAL CAPITALEANON & LIABILITIES
Sou@: Company data, Morgan Stanley Re*arch

MORGAN STANLEY RESEARCH

July 31, 2014
Nisource. Inc.

2014E 2015E 2016E 201fE

26,800 94,3@

8,000 9.800

1,005,800 950,718

5,100

354,600 55,506

142,800 1 88,100

330,600 320,900

2,159,200 1,991,488

266,582 206,841

9,800 9,800

986,491 'l,'178,434

299,555

9,800

'1.229.836

202,531 118,524

1 88,100 188,100

320,900 320,900

2,478,706 2,538,815

<q qoa

1 88,1 00

320,900

2,202,6U

14,365,100 16,106,225 17,/t76,910 18,813,192 20,110,998

373,700 437,'tOO 437,100

204,000 201,900 201,900

500

1,522,200 1,454,100 1,454,100

3,666,200 3,666,200 3,666,200

275,700 270,200 270,200

87,300 85,000 85,000

22,653,900 24,212,213 25,794,274

437 ,'100 437,100

201,900 201,900

1,454,1 00 1,454,100

3,666,200 3,666,200

270,200 270,200

85,000 85,000

27,406,399 28,764,313

530,000 530,000 530,000

1,101,100 1,101,100 1,101,100

830,581 886,472 968,138

82,000 82,000 82,000

241,700 241,700 241,700

216,100 216,100 216,100

142,000 142,OOO 142,OO0

139,200 139,200 139,200

8,700 8,700 8,700

88,700 88,700 88,700

6,200 6,200 6,200

347,400 347,400 347,400

3,802,381 3,458,272 3,939,938

I,90,600 10,840,600 11,840,600

3,471,900 3,471,900 3,471,900

143,300 143,300 143,300

466,100 466,100 466,100

1,673,900 '1,673,900 1,673,900

178,000 178,000 178,000

224,300 224,300 224,300

15,69E,'t00't6,998,100 17,998,100

3,200 3,200

4,734,700 4,734,700

1,912,327 2,188,575

(41,400) (41,400)

(58,800) (58,800)

6,550,027 6,826,275

27,406,399 28,7U,313

542,100 530,000

698,700 1,10r,100

619,000 782,828

- 82,000

262,600 241,700

2il,800 216,100

136,400 142,OOO

't,400

186,400 139,200

18,500 8,700

60,200 88,700

6,200 6,200

327,600 347,400

3,17E,400 3,754,624

7,593,200 8,240,600

300

3,277,800 3,471 ,900

129,900 143,300

527,500 466,100

1,669,800 1,673,900

174,400 178,000

216,000 224,300

13,588,900 14,398,100

3,200 3,200 3,200

4,690,100 4,734,700 4,734,700
'1,285,500 1,421,784 1,656,093

(43,600) (41,400) (41,400)

(48,600) (58,800) (58,800)

5,886,600 6,059,484 6,293,793

22,653,900 24,212,213 25,794,271
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Nl Cash Flow Statement
Gash Flow Statement
(amounts in thousands, except per unit data)

Cash from Operating Activities
Net lncome

Debt: Gain Early Extinguishment / Amort Disc +Premium

Depreclation and Amortization

Net Changes in Price Risk Mgmt A / L

Defened: Inc Tax/Credits: Revenues

Stock Comoensation ExDense

Loss/(Gain) on Asset Sales / lmpairments / Disc Opts

lncome from Unconsolidated AfFiliates

Disc Operations: Loss/(Gain) on Disposition

AFUDC Equity

Dist of Eamings Received from Equity Investee

Other

Ghanges in Asets and Liabilities:
Net cash from operatlng activities

Cash flom Investing Actlvities

Capital Expenditures

lnsurance Recoveries

Proceeds from Disoosition of Assets

Restricted Cash Deposits (Bonowings)

Contributions to Equity Investments

Other Investing Activities

Net cash from investing activities

Cash from Financing Activities
lssuance of Long-Term Debt

RetiremenVRepurchase of Long-Term Debt

Change in Short-Tem Bonowings, Net

lssuance of Common Stock

Acquisition of Treasury Stock

Dividends Paid - Common Stock

Other

Net cash from financing activities

Net change In cash

Cash at beginning of period

Cash at end of period
Source: Company data, lllorgan Stanley Research

MORGAN STANLEY RESEARCH

July 31, 2014
NiSource. Inc.

532,100 539,956

9,400

577,300 602,475

2,600 1,400

280,200 188,400

50,700 27,900

(17,s00) (16,400)

(35,700) (20,600)

(4't,200]. 500

(18,500) (e,200)

32,100 12,900

10,000 4,100

55,300 282,405

1,436,800 1,613,836

(1,879,900) (2,175,000)

6,400 6,800

18,000 6,200

38,700 (1,800)

(12s,400) (54,800)

50,800 (1,100)

(1,891,400) (2,219,7001

(e,500)

36,300

26,800

67,564

26,800

94,364

572,915 608.384

2017E

u2,485

629,315 663,718 702j95

8,594 (279,6921 1't4,27',1

1,210,A24 992,4't0 1,458,951

(2,000,000) (2,000,000) (2,000,000)

(2,000,000) (2,ooo,ooo) (2,ooo,ooo)

20'13 20't4E 201sE 2016E

1,307,600 600,000 1,300,000 1,300,000 1,000,000

(510,900) (13,300)

(78,100) 402J00
43,700 16,100

(8,100) (10,200)

(305,900) (321,572' (338,606) (352,151) (366,237)

(3,200)

445,100 673,428 961,394 947,849 633,763

172,217

94,304

266,582

(s9,741) 92,714

266,582 206,841

206,841 299,555
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Nl Sum of the Parts Valuation

Gas Distribution

Gas Transmission & Storage

Electric Utility

Utica Leases

MORGAN STANLEY RESEARCH

July 31,20'14
NlSource, lnc.

6,833

15,808

3,926

350 1.11

$ 26,916 $ 85.1s

Net Debt (13,160) (4r.63)

Shares Outstanding (in m)

ii;i: uflflfi, i:r
Foruvard EBIT (2015E)

lnterest
Tax Rate

Net lncome
Forward multiple

Equity value

Debt

Enterprise value $6,833

I fiff$

i]
qta I
ql Ro

35Yo

MLP Dropiown Proceeds

MLP GP Valuation

MLP LP Value

Enterprise value

$242
17.9x

$/t,317

$2,515

$9,161

4,190

2,45'6

$1 5,808

Forward EBIT (2015E)

lnterest

Tax Rate

Net lncome

Forward multiple

Equity value

Debt

Acres

$/acre

Enterprise value
Sou@: Compoy Data, Morgan Stanley Re$arch

Enterprise value $3,926

$323

$81

35%

$157

16.8x

$2,640

$1,286

175,000

$2,000

$3s0



Morgan Stanley

Valuation Methodology & Risks

Assets in an MLP have typically traded at a premium to
C-Corps. MLPs have traded at higher valuations than would
similar assets in a corporate structure due to: 1) their tax

efficiency (no federal taxes) and 2) the premium investors tend
to place on yield. These two factors have typically produced:

3) a lower cost of capital, which can facilitate a potentially faster
groMh rate.

Interest rates are not the driver. Although MLPs have
benefited from declining interest rates, so have other asset
classes. We believe that gains in MLP stocks are a function of
their ability to grow cash flows, not just their cunent yield.

The key value proposition is total return (growing cash flow
yield + stock price appreciation). We find a statistically

insignificant correlation between bond and MLP prices. Several
periods of rate increases (1 994, 1 999, 2004) are correlated with
poor performance, but there is liftle dayto-day link.

Distribution discount models (DDM) and implied yield
targets. We use a 10-year distribution discount model to arrive
at our price targets along with our implied yield target for each
individual MLP as we view long-term cash flow stability and
growth as the true measure of an MLP stock's value.

Yield spread. Despite historical day-to-day insignificance, we
think this is worth looking at as a check on valuation. Overall,
yields tend to revert to their mean, and even if we have modest
yield compression, significant share price upside is possible.

Multiples provide valuation check. While we generally think
it is difficult to target an EV (enterprise value) / EBITDA or P /
DCF (distributable cash flow) multiple for an MLP stock, we
think it certainly provides a gauge as to the stock's valuation.
Currently, MLP multiples are near their historical average over
time and we believe this provides another metric of valuation
support along with looking at the high yield spreads and

distribution groMh.

Relative (historical) valuation measures support MLPs.
The primary argument against improving valuation is weak
relative performance in a rising interest rate environment.
While we believe that the relationship to Treasury yields will
become less relevant over time, using traditional dividend yield

analysis, and the MLP index dividend yield spread to Treasury
MLPs appear undervalued. Valuation supports MLPs relative
to peers. Pipeline MLPs offer organic groMh in a rising
petroleum demand environment that requires infrastructure
development. When we compare MLPs to comparable income
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asset classes - utilities and REITs - the valuation disconnect
is unwananted, in our opinion, as the pipeline MLPs offer twice
the imolied return of REITs and utilities.

Distribution growth is predicated on energy fundamentals,
The United States is short on critical energy infrastructure,
much of which has scarcity/franchise value, in our view, and

this should drive a number of expansion projects for MLPs over
the next five years. This scarcity is apparent, given the age of
most US energy infrastructure assets (many were constructed
during or shortly after World War ll), combined with
approximately 1.5-2.0% demand groMh for oil, natural gas,

and refined products, along with changing sources of supply for
natural gas - deepwater Gulf of Mexico, the US Rockies, and

liquefied natural gas (LNG) versus more traditional,
conventional sources of supply.

Access to capital markets ls of particular importance in
this space. Given that MLPs pay out a majority of their free
cash flow to unitholders each quarter, growth is funded largely
through ongoing debt and equity capital raises. To the extent
MLPs are unable to raise financing on favorable terms, organic
capital spending budgets and third party acquisitions will likely
be delayed or forgone. A prolonged period of limited capital
market access could place downward pressure on unit prices if
investors are concerned that distribution growth could be

limited for a significant amount of time.

lnvestment concerns. The risks to our thesis include
economic growth and demand, alternative energy programs,

legislative items including tax reform and easing of product

restrictions for natural gas and refined products, as well as a

retum to Treasury yield valuation and infrastructure reliability.
Increased institutional ownership would likely create a
revaluation ofthe sector, as new money would flood the current
market. Our analysis is based on the cunent capital markets
and economic outlook, with our Overweight names likely to
outperform with or without institutional equity.



Morgan Stanley

Glossary of MLP Terms

Cash Available (distributable cash flow or "DCF"): This is

calculated as net income plus depreciation and other non-cash
items, less maintenance capital expenditure requirements.

Cash Distributed (distributions): Quarterly dividend
payments made to limited partner (LP) and general partner
(GP) investors. These amounts are set by the GP and are
supported by an MLP's operating cash flows.

Distribution Goverage Ratio: Calculated as cash available to
limited partners divided by cash distributed to limited partners.

It gives an indication of an MLP's ability to make dividend
payments to limited partner investors from operating cash
flows. MLPs with a coverage ratio of in excess of 1.0 times are

able to meet their dividend pavments without external
financing.

Yield or Distribution Yield: Yield or distribution yield as
referenced in this report are defined as most recent distribution
declared, annualized, and then divided by the current market
price. lt may consist of short-term capital gains, long-term
capital gains, and/or return of capital.

Genera! Partner (GP): Corporate sponsor, management
team, or financial investor that typically owns a 2o/o interest in

the MLP. Through this 2% interest, the GP has the
responsibility for the operations and maintenance of the MLP
and the authority to make decisions. To align the interests of
the GP with the limited partners, MLPs have an incentive
dishibution schedule that rewards the GP for increasing the
cash distributions to the limited partners.

Incentive Distribution Rights (lDRs): Increases in cash
distributions entitle the GP to a higher percentage of the
incremental distributed cash flows. These per unit target levels
are set out specifically in the MLP agreement and give the GP a
larger percentage of the incremental dollars (in many cases
upwards of 50% of incremental cash payouts).
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Limited Partner (LP): Owners of the limited partner units that
are entitled to receive the majority of the cash flows generated
by the partnership through a quarterly distribution. LPs
typically cannot participate in making decisions regarding the
operation of the MLP unless they secure a definitive majority
(e,9., 66%, but it can vary) in a proxy vote.

K-1 Statement: This is the form that an MLP investor receives
each year from the partnerships that shows the investor's
share of the partnership's income, gain, loss, deductions, and

credits. The K-1 is similar to a Form 1099 that is received from
a corporation. The investor will pay tax on the portion of net
income that is allocated at his or her individual tax rate.

Publicly Traded Partnershlp (PTP): a master limited
paftnership (MLP) or a limited liability company that has
chosen to be taxed as a partnership, which is publicly traded,
There are roughly 75 publicly traded partnerships and the
majority is involved in energy-related activities. Energy related
PTP's comprise approximately 85% of total PTP market cap,

with REITs making up the majority of the 15% balance.

Qualifying Income: In order to be taxed as a partnership, 90
percent of a PTP's income must be 'qualifying income" every
year that it is a publicly traded partnership. Qualifying income
can include 1) interest 2) dividends 3) real property rents 4)
gains from the sale or other disposition of real estate 5) income
and gains from the exploration, development, mining, or
production, processing, refining, transportation, or marketing of
any mineral or natural resource 6) Any gain from selling or
disposing of a capital asset held for the production of any of the
types of income in numbers 1-5 7) Income and gains from
commodities, if buying and selling commodities is the PTP's
principal activity 8) Any income that would be qualifying income
for a regulated investment company (RlC) or real estate
investment trust (REIT).

10
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"'a 
r.,i\ : ANLLY Morgan Stanley ModelWare is a proprietary anallftic framework that helps clients

uncover value, adjusting for distortions and ambiguities created by local accounting
regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating
leases (where lheir use is significant), and converts inventory from LIFO costing to a FIFO
basis ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.

t@1 Modetware

Disclosure Section
ions in Moroan Stanlev Research were oreo
casa de B6lsa. S.A. de C.V.. and/or Mbrob
& Co. LLC. Mdroan Stanley C.T.V.M. S.4.,
Casa de Bolsa. S.A. de C.V.. and/or Moroa
& Co. LLC, Mcirgan Stanley C.T.V.M. S.4.,& co. LLC, Morgan Stanley U. l.V.M. \i.4.,

Limited and their affiliat6s as necessarv.
For important disclosures, stocl price charts and equity rating hislories regarding companies that are the.subject of lhishis report, please -see the MorganFor impoiant disclosures, stocl price charts a

ify that their views about lhe compan in this report are accurately expressed and
ll'not receive direct or indirect coirpe g specific recommendatioris oi views in this

duals listed on the cover page of this
Global Research Conflict Manaqement Policv
Morgan Stanley Research has been publishedin accordance with-our conflict management policy, which is available at
www. morganstanley.com/institutional/research/confl ictpolicies.

ompanies
lass 6f common eouitv securities of the followino cnmoanies covered in
Enbridge Energy Par{ners LP, Oneok Inc., Sem-Group Corp, Williams

(or 144A offerino) of securities of CenterPoint Enerov. lnc.
iers LP, EnLinliMidstream LLC, Kinder Morgan En'drgy

nt bankino services from CenterPoint Enerov. lnc. Cheniere
, EnLink Midstream LLC, Kinder Morgan Eiergy Partners LP,

v,

nq services to, or has an investment banking client
Cheniere Eneiov Partners L.P. Holdinos. Eibridoe Enerov
Inc., Nisource]'lnc., Oneok Inc., Sembioup Co-rp, Spec-tia

oaration of Moroan Stanlev Research have received comoensation based'stock picking, ciompetitive factors, firm revenues and overall inveslment

STOCK RATINGS

the

and other consideralions. 
gs)

Global Stock Ratings Distribution
(as of June 30, 2014)
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Stock Rating Category Count Total Count Total IBC Category

OverweighUBuy 1080 35% 367 38% 34Yo

Equal-weighUHold 1339 44% 469 49To 35%
Not-Rated/Hold
UnderweighUSell
Total

113 4% 23 20/o 20%
546 18% 98 10% 18%

3.078 957

Data include common stock and ADRS currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received
investment banking compensation in the last 12 months.

total return of the analyst's industry (or industry team's) coverage universe,

average total return of the analyst's industry (or industry team's) coverage

bout the stock's total return relative to the averaoe total return of the
basis, over the next 1 2-'l I months.

ge total return of the analyst's industry (or industry team's) coverage

rgan Stanley Research is 1 2 to 1 8 months.

Analyst Industry Views
Attractive (A): The analyst expects lhe performance of his or her industry coverage universe over the next 12-1 8 months to be attractive vs. the
relevant bioid market 6enchmark, as indicated below.
In-Line (l): The analyst expects the performance of his or her industry coverage universe over the next 1 2-1 8 months to be in line with the relevant
broad nidrket benchhark. as indicaied below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 1 2-1 8 months with caution vs. the relevant
broad maikelt benchmaik. as indicated beiow.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;
Europe - MSCI Europe; Japan - TOPIX; Asia - relevanl MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Stock Price, Price Target and Rating History (See Rating Definitions)
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Nisource, Inc. (NI.N) - As of 7/30/14 in USD
Industnq : Eiversified Natural Gas

E/A

+14 i

t0
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.1 l. -
l1
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2ii11
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i7/tL
2{13

26i 747/L2 I 2Ej 2/L9/L3 | 29t
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tJ7/lt
2t{12

Rdt,ihg lliriorg: ?/l/lL 3 E/tt 5,/9/l+ a Elt

Ptsi.c TcFect Hirtory! 5/3/11 a zLj A/2/LL 2 23i L1/24/lL 3 25i 4,/LE/L2 
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gouFcc: MoFgqh giahlcy R.i.aFch Datc Fonmat I l(lt/DD,/YY Price Torgct -. llo Pri.ce Torgrt, nrrigh+d (tlF,
5+ock PFicc (liot Cou.Fcd b9 CqFrch+ fihalgrt,) * Stock Price (Couercd bg Cqrrent nhclgri t r
Stock qhd lhd{rtFg Rqtihgr ( dbbrcuidtiohr bclou } appeor o5 a Stock Roting./lndurtrg Ui,cu
giock Rriihgt: 0ocFsighi (0) Eqqcl-4ight (Er Uhdcruighl. (U) l{o+-Rdied (llR} llo Rq+ihg nvoildbl. (t{fi}
Inducttg Uicu: lttrqctivr (f,) In-linc (I) Coutiour (Ct llo Ra+ih9 (llRt

Efl+ctirc JqhuaFy 13' ?014, thc ttockr Ecuctsed br ll6Fgqh Etnhl+y n.ic PdEi{ic uill bc nqted }clat,ilc to ihG nhdlgrt" ihdui+,fg
lnr ihdurtrg t+antsl coocra?c,

Effectius Jaruarg l3r 3$l*r fhc indurirg uicu benchmrkc for. llcrgqn llsnlcy Fsiq Pocific *nc qr fallou: e*lcloni llSCI counrrg
indcx or IISGI cub-F.giohal ind{, oF IISCI fiU Aaio Pocific ct Jopdh lhd*x.

omers
esearch and Morgan Stanley Smith Bamey LLC or Moryan
w.morganstanley.com/onlin€y'researchdisclosures. For

EachMorganStanleyEquityResearchreportisreviewedandapprovedonbehalfof lr4organStanleySmithBarneyLLC. Thisreviewandapproval isconductedbythe
samepersonwhoreviewstheEquityResearchreportonbehalfofMorganStanley. Thiscouldcreateaconflictofinterest.

!?:ti:%1".':iiflffi:nii:'"ili3'3'"",'l{ilT:H:slili?.:b?"#'siJ,jl'Esil:",1?ft"'il3tffi":",.9J.ii#:*'"'
Morgan Stanley is not acting as a municipal advisor and he opinions or views contiained herein are not intended lo be, and do not constituie, advice within the meaning of
Section 975 of the Dodd-Frank Wall Street Refom and Consumer Protection Act.
Morgan Stanley produces an equity research product called a "Tactical ldea." Views contained in a "Tactical ldea" on a particular stock may be contrary to the
re€ommendations or viere expressed in research on the same stock. This may be the result of differing time horizons, methodologies, ma*6t events, or other factors. For
all research available on a particular stock, please contact your sales representative or go to Matrix at hftp://M.morganstanley.aom/matrix
l\4organ Stanley Research is_provided to our clientrs through our prcprietary research poftal on Matri l@troni€lly by Morgan Stanley to clients.
Certain, but not all, Morgan Stanley Research prcducts are also made available to clients through th istributed to clients thrcugh altarnate el@trcnic
means as a convenience. For ac@ss to all available Morgan Stanley Research, please contact you r go to Matrix al
http://www-morganslanley.com/matrix.
Any access and/or use of l\4organ Stanley Research is subject to N4organ Stanley's ccessing and/or using
Morgan Stanley Research, you are indicating that you have read and agree to be b .html). In addition you
consent to lvlorgan Stanley processing your personal data and using cookies in
(http://w.morganstanley.com/privacy_pledge.html), including forthe purpose can deliver belter and
more peEonalized seruice and products to you. To find out more information about how Morgan Stanley processes personal data, how we use cookies and how to reject
cookies see our Privacy Policy and our Global Cookies Policy (http://M.morganstanley.@m/privacyjledge.html).
lf you do not agree to our Tems of Use and/or if you do not wish to prcvide your consent to Morgan Stanley processing your personal data or using cookies please do not
access our research.

other rights in securities,/instruments tEnsaclions. Past performan@ is not necessaril
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assumptions that may not be realized. lf provided, and unless otheMise stated, the closing price on the rcver page is that of the primary exchange for the subject @mpanys
securities/instruments
The fixed income research analysts, strategists or economists principally responsible for the preparation of search h ed
upon various factors, including quality, accuracy and value of research, fim profitability or revenues (which e kading or
revenues), client feedback and competitive factors. Fixed I ncome Research analysts', strategists' or econom s not link tal
markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

The "lmportant US Regulatory Disclosures on Sub.iect Companies" section in lVorgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or
more of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, lVorgan Stanley may have an investment
of less than 1 % in securities/instruments or derivatives ofsecurities/instruments ofcompanies and may trade them in ways different from those discussed in l\4organ Stanley
Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of
securities/instruments of companies mentioned and may trade them in ways different from those discussed in Morgan Stanley Research Derivatives may be issued by
Morgan Stanley or associated persons.

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. l\4organ Stanley makes every efiort to use reliable,
comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or infomation in Morgan Stanley
Research change apart from when we intend to dismntinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have
not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment banking peFonnel

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prchibited from accepting payment by the company of
associated expenses unless pre-approved by authorized members of Research man gement.

Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

To our readers in Taiwan: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ('MSTL'). Such information is for your
referen@ only. The reader should independently evaluate the investrnent risks and is solely responsible for their investmenI decisions. Morgan Stanley Research may not
be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley. Information on securitiesi/instruments that do
not lrade in Taiwan is for informationalpurposes only and is notto be construed as a re@mmendation or a solicitation to trade in such securities/instruments. MSTL may not
execute transaclions for clients in these struritiG/instruments. To our readeE in Hong Kmg: Infomation is distlibuted in Hong Kong by and on behalf of, and is attributable
to, Morgan Stanley Asia Limited as part of its regulated actjvities In Hong Kong. lf you have any queries conceming Morgan Stanley Research, please contact our Hong
Kong sales representatives.
Morgan Stanley is not incorporated under PRC law and the research in relatim to this report is conducted outside the PRC. Morgan Stanley Resarch d@s not constitute
an offer to sell br the solicitation of an offer to buy any securities in the PRC. PRC investoF shall have the relevant qualincatons to invest in such securities and shall be
responsible for oblaining all relevant apprcvals, liens6, verifi€tions and/or registrations fiom the relevant governmental autholities themselves.

S.A.; in Japan by Morgan Slanley M d
ong by Morgan Stanley Asia Limited y
Asia (Singapore) Ple. (RegistEtion
the Monetary Authority of Singapore d

should be @ntacted with respect with, Morgan Stanle G, Singapore Branch
(Registration numberT11Foo2o7 e meaning of theAu Australia Limited A.8.N.67
OO373l SZe, notOer of Australian accepts Asponsibil clients' and "retail clients'
within the msaning of the Australian CorpoEtions Act by Morgan Stanley Wealth Mdnagement Australia Pty Ltd (A B.N. 19 009 145 555, holder of Australian financial
seruices license No. 240813, which ac@pts responsibility for its @ntents; in Korea by Morgan Stianley & Co International plc, Seoul Branch; in India by Morgan Stanley India
Company Private Limited; in Indonesia by PT Morgan Stanley Asia Indonesia: in canada by Morgan Stanley Canada Limitqd, which has approved of and takes
responsibility for its contents in Canada; in Germany by lvlorgan Stanley Bank AG, FranKurt am Main and Morgan Stanley Private Wealth Management Limited,
Niederlassung Deutschland, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a l\ilorgan Stanley group
company, which is supervised by the Spanish Securities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in
accordance with h as establish by l\4organ Sta
responsibility for c, authorized nd regulated by
and the Prudenti earch that it h purposes ofse
and Markets Act f its affiliates. ment Limited, a
Financial Conduct Authority, also disseminates Morgan Stanley Research in the UK. Private UK investors should obtain the advice of their l\4organ Stanley & Co.
Intsmational plc or ent representative about the rietary) Limited is a member
of the JSE Limited oard in South Africa. RMB M owned equally by lvorgan
Stanley Internation isory (Proprietary) Limited, w
The information in Morgan Stanley Research is being communicated by l\4organ Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services
Authority(theDFSA),andisdirectedatProfessionalClientsonly,asdefinedbytheDFSA Thelinancialproductsorfinancialseryicestowhichthisresearchrelateswillonly
be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client.
The information in Morgan Stanley Research is being communicated by lvlorgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre
Regulatory Authority (the QFCRA), and is directed at business custome6 and market counterparties only and is not intended for Retail Customers as defined by the
QFCRA.
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory
activity. Investment advisory seNics is provided exclusively to persons based on their risk and income preferences by the authorized fims Comments and
reconimendations stated hdre are geneial in nature. These opiirions may not fit to yo rr financial status, iisk and returi preterences. For this reason, to make an investment
docision by relying solely to this information stated here may not bring about outcomes thal fit your expectations.
The trademarks and seryice marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no waranties or
representations relating to the a6uracy, @mpleteness, or timeliness ofthe data they povide and shall not have liability for any damages relating to such data- The Global
Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P. Mtrgan Stanley Research or portions of it may not be reprinted,
sold or redistributed without the witten consent of Morgan Stanley-
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
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Industry Coverage:Diversified Natural Gas

Company (ficker) Rating (as o0 Prie' lOT lXOlzOl 4l

Brian Lasky
CenterPoint Energy, Inc (cNP.N)
Cheniere Energy Inc. (LNG A)
Cheniere Energy ParheB L.P.
Holdings (CQH.A)

EnLink Midstream LLC (ENtC.N)
Enbridge Energy Partners LP
(EEP.N)

Enbridge Energy PartneB LP
(EEO N)

Kinder Morgan Energy Partners LP
(KMR N)

Kinder Morgan Energy Partnere LP
(KrvP.N)

Kinder lvorgan Inc. (KMl N)
Nisource, Inc. (Nl N)

Oneok Inc (OKE.N)

Semcroup Corp (SENIG.N)

Spectra Energy Corp. (SE.N)

Williams Companies, Inc (WMB.N)

E (06/09/2014)
o (06/09/2014)
E (06/09/2014)

E (06i/09/2014)
u lo9t1ot2o12\

u (121712013].

E- (06to9t2014)

u (06/09/2014)

E (06/09/2014)
E (06/09/2014)
o (06/09/2014)

o (06/09/2014)

E (06/09/2014)
o (06/09/2014)

$24.56
$73 4

$24.O7

$39 0l
$35.23

s34 42

$78 38

$82.1 7

DJT J

$38 51

$66 09

$79 2

$42 17

$56 69

Stock R6tings €re subj€ct to chang€ Please see latest research for each @mpany
'Histori€l prices a€ not split adjusted

O 2014 Morgan Stanley
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Last Price lair Vaiue donsilet auy Considel Sell Uncenainty

37 68 usD 32 00 uso 22.40 usD 43 20 usD Medium

Econonic Moatil

Narrow

MoatTrsndil

Srable

Slswaldship

Standard

Morningstar Credit Rating Industry Group

BBB Utilitles - Requlated

NiSource Raises Earnings Guidance: Increasing 0ur S-Year

EPS Growth Rate and Fair Value Estimates

Charles Fishman, CFA

Stock Analyst

charles lishman@morninq$aLcom

312-696-6523

The primary analyst cowring this company

does not own ns stock,

Research as of 31 Jul ?014

Estrmates as ot 21 Mar 2014

Pncrnq data as of 31 Jul ?014 l5:?0
Bating updated as ol 31 Jul 2014 l6;04

Curencv amounts exDressed with'$'are in

LJ S dollars (USDI unless otheNise denoted

Conlgnts

Analyst Note

lVomingsiar Analyst Fof ecasts

Analyst Note 31 Jul 2014

NiSource reported 2014 second-quafter operatlng EPS of

$0.25 versus $0.23 in the same period last year All three

operating segments posted strong results in the recently

ended quarter. NiSource increased its operating earnings

guidance to the upper half of its previous guidance of $1 .6 1 -

$1.7'1 oershare. We have increased our2014 EPS estimate

to $1.70 Jrom $1.65 based on this revised guidance and the

strong f irst-half perf ormance.

NiSource announced that it would conduct an analyst day

presentation on Sept. 29. Because of the increasing backlog

of system modernization and groMh projects, we believe

there is a high probability that NiSource will increase its

long-term annual EPS growth outlook {cunently 5%-770) at

the presentation. We are increasing our flve-year compound

annual EPS growth rate estlmate to 7.6% from 6 B%. This

leads us to raise our fair value estimate to $32 per share

from $30 per share. 0ur narrow moat and stable moat trend

ratings are unchanged.

The increase is driven by increased investment at the

Columbia Pipeline Group. Specifically, we have increased

confidence that the Bayne and Leach XPress pipelines will

be built based on management's c0mments during the

second-quarter conference call. Although NiSource has not

provided a capital estimate, we believe these pipelines

combined could be as much as $500 million investment

opportunity that wou ld begin contributing to earnings in late

2011 or earlv?018.

Vital Statistics

Market Cap (USD N/il)

52-Week High IUSD)

52-Week Low {USDI

52-Week Total Beturn %

YTD Total Feturn %

Last Fiscal Year End

5-Yr Forward Revenue CAGB %

5-Yr Forward EPS CAGR %

Price/Fair Value

Valuation Summary and Forecasts

Fiscal Year: 2012 2013

Price/Earnings 17 0 20.8

EV/EE|TDA 9.9 11.2

EV/EB|T 15.2 17.0

Free Cash Flow Yield % -3.0 -4.4

Dividend Yield % 3.5 3.0

Bevenue

Revenue YoY %

EBIT

EBIT YoY %

Net Income, Adjusted

Net Income YoY %

DiIUtCd EPS

DiIUtEd EPS YOY %

Free Cash Flow

Free Cash Flow YoY %

Financial Summary and Forecasts (USD Mil)

Fiscat Year 2012 2013 mt4lEl zotslE)

12,126

39 70

28 85

28.1

194

31 Dec 2013

68

6S

128

20t4lE) 201gEl

23.3 21 6

fi.3 10.3

16.6 t5.2

4/ -43

2.7 2.8

5,061 5,657 6,123 6,524

-159 11.8 82 6.6

1,039 1,126 1,269 1.388

121 84 12.7 9.4

437 494 526 572

12 4 13 0 6.5 8.8

146 158 165 178

7.9 83 46 8.1

71 -379 -157 -394

339 3 -631 2 -58.5 148 0

Hrstorcal/orecast data soorc€s are Morningslar Estimates and may reflecl adlustmenrc

Profile

NiSource is one of the nati0n's largest natural gas distribution companies

with 3.4 milIon customers in Indiana, Kentucky, Maryland, Massachusetts,

Ohio, Pennsylvania. and Virginia. NiSource also owns 15,000 miles of

natural gas transmission pipeline, operates one 0f the nation's largest

underground natural gas slorage systems, and provides unregulated

midstream seruices in the growing lVlarcellus and Utica shale production

area. NiSource's electric utility generales, transmits, and distributes

electricity in northern Indiana
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|lsl Price Fair value Consider Buy Consider Sell

37.68 usD 32.00 uso 22.40 uso 43.20 usD

EconomicMoalil ilostTlendil Srcwardship

Nanow Stable Standard

ilorningstar Crodit Bating Indusfy Grorp

BBB Utilities - Reoulated

Uncenairty

Medium

Morningstar Analyst Forecasts

Financial Sunnary and Forecasts

FiscalYear Ends if December

GroMh (% YoY)

Bevenue

EBIT

EBITDA

Net lncome

Diluted EPS

Earnings Before Interest, after Tax

Free Cash Flow

3-Yeaf

Hist CAGR

-4.1

6.8

3.9

13.2

9.0

4.4

-237.7

2011

-6.3

-0.2

-4.0

14.1

10.8

10.4

-88.S

2012

-15 I
12.1

9.6

1?.4

7.S

4.1

339 3

2013

1 1.8

8.4

o.$

13.0

83

-1.0

-637.2

5 Yeal

2014 2015 Proj. CAGB

8.2 6.6 6.8

12.7 5.4 9.8

9.9 9.3 8.9

6.5 8.8 9.0

4 6 8.1 6.9

16.8 4.7 8.0

-58.5 t48.0

Pn)li1ab lity

0perating Margin %

EBITDA Margin %

Net Margin %

Free Cash Flow Margin %

B0tc %

Adjusted RolC %

Beturn on Assets %

Beturn on Eouitv %

3-Year

Hist Avg

18,6

28.7

7.9

7.3

10.0

t9
7.7

20tl

t3 J

243

65

0.3

1.6

r 0.6

t-J

6.0

2012

205

31 6

86

7.5

102

2.0

7.9

201 3

1S.9

30.1

87

-6.7

6.9

9.1

2.4

J.J

2014

207

306

8.6

-l.D

7.4

9.7

8.8

5-Yeal

2015 Prc| Avg

213 219

31 4 320
88 g.l

-6.0 -2.9

7.2 7.2

9.2 9.0

2.2 2.3

9.2 9.4

Lsveragg

Debt/Capital

Total Debt/EBITDA

EBITDA/lnterest Expense

Valuation Summary and Forecasts

Price/Fair Value

Price/Earnings

EV/EBITDA

EV/EBIT

Free Cash Flow Yield %

Dividend Yield %

3-Year

Hist Avg

0.60

5.23

3.94

20t2 2013 20t4(El 2ltqEl

1.00 1.22

17.0 20 I 23.3 2t 6

9.9 11.2 lt 3 10.3

15.2 17 0 16.6 15.2

-3.0 -4 4 -4.7 4 3

35 30 2.7 2.8

2011

061

545

388

2012

059

506

JOJ

2013

0.60

5.1 I
A 11

2414

0.61

3.11

4.03

5-Yeal

2015 Prcj. A\p

0.63 0.62

5.26 5,t0

3.99 4,07

Discounred Cash Flow Valuation

Present Value Stage I

Present Value Stage ll

Present Value Stage lll

tlmValue Per Share
USD Mrl (%) Valre

-816 4.5 -2.55

1.359 7.5 4.25

17,61 1 97.0 55.12

Total Fim Value

Cash and Equivalents

Debt

Prefercd Stock

0ther Adiuslments

18,155 100.0 5612

70

-8,834

35

0.22

-27.65

0.1 1

Key Valuation Drivers

Co$ of Equity %

Pre-Tax Cost o{ Debt %

Weighted Average Cost of Capital %

Long-Run Tax Rate %

Stage ll E8l Growth Rate %

Stage ll Investment Rate %

Perpetuity Year

Equiry Valus 3,425 29,50

Projected Diluted Shares 320

FairValue per Sharc {USD}

Ihe data in lhe lable above represent bserase torecdts in he companyb reporting
curenry as 0ftE beginning 0tlhe curgntysar our fairwlue esimm may differ tromlhe
equfyvalue p€rsharc shNn above due to our time value 0f momy adiusmmt ild in cases
where prcbability{sighted scenari0 analysis is perfomed

1 0.0

50

6.7

35.0

7.0

87.5

l5

Additiomlestimdes and scenarios milable for dMload al lftp://seleci moming$a[com
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37 68 uso 32.00 usD 22.40 usD 43.20 usD

EconomicMoatil MoatTrendil

Narrow Stable

Morningstar Credit Ratirg Industry Group

BBB Utilities - Reoulated

Urcertsinty

lvledium

Stewardship

Standard

Morningstar Analyst Forecasts

Income Statement {USD Mil)

Fiscal Year Ends in December

Bevenue

Cost of Goods Sold

2011

6,019

2 556

2012

5,061

1 542

2013

5.657

Forecast

2014 2015

6,tn 6,524

2.023 2.t091 816

Gross Profit

Selling, General & Administrative Expenses

0ther 0peraling Expense (lncome)

0ther 0peraling Expense (lncome)

Depreciation & Am0rtizatl0n (ij reported separatelyl

3,463

1,123

295

-tc

538

3,520

288

-32

562

3,842

1,814

301

-36

511

4,tN 4,415

1,976 2.111

297 30/
-45 -49

643 658

Non-Cash

Operating Income (ex charges)

Restructuring & Other Cash Charges

lmpairment Charges (if rep0rted separately)

922 1,03!t 1,126 ,269

tt -q -t6

513

5

-566-
35

Net Income

Weighted Average Diluted Shares 0utslanding 321319314300

m

289

572

Diluted Eatnings Per Share

Adiusted Net Income 526

1391.03

431389

170

494

t.65 1.78

572

Diluted Earnings Per Share (Adiusted)

Dividends Per Common Share

EBITDA

Adiusted EBITDA

135 1.46 1.58 ,.65 t78

0s2

1,443

1,460

094

1,m5

1.601

098

1,121

1.rm

102 t06

1,872 2046

t.872 Z(W

0perating Income (incl charges)

Interest Expense

Interest lncome

905

317

-ol

1,tx3

418

2

1,1{3

415

24

465

5

t269 1.?88

Pre-Tax lncome

Income Tax Expense

Other AfterTax Cash Gains (Losses)

Other AfteFTax N0n-Cash Gains (Losses)

(lVinority Interest)

(Prefened Dividends)

ttn63

88u

308



Momingshr Equity Research

GA$ROR-O1O
Attachment B

57 of 59

MNRilil$$lfifi'

NiSource lnc Nl **
Last Price t6ir Value Consider Buy

32.00 usD 22.40 ust)

UnDertainty EcononicMoatil

Medium Narrow

MoatTrendil Stowardship

Stable Standard

Morningstar Credit Rsting ltrdustry Gr0up

BBB Utilities - Reoulated

Consider Sell

43.20 usD37.68 usD

Morningstar Analyst Forecasts

Balance Sheet (USD Mil)

Fiscal Year Ends in December

Cash and Equivalents

lnve strn ents

Accounts Receivable

lnventory

Deferred Tax Assets (Currentl

0ther Short Term Assets

201 l

1l?

855

566

655 750618

2012

83

907

496

866

F^to.2cl

2013 2014 20t5

35 19!l t68

1,006 1,w0 1,162

500 554 578

750

Cunent Assets

Net Property Plant, and Equipment

Goodwill

Other Intangibles

Defe(ed Tax Assets (Long-Term)

Other Long-Term 0perating Assets

Long-Term Non-0perating Assets

2248

1 1.800

3,677

298

2,685

2352

1 2.91 6

3.611

287

2,613

2,159

14,365

3,666

276

2,188

2594 2,6fl

t5,43 17,259

3.666 3.666

276 276

2.56t 2,609

Total Assets

Accounts Payable

Short-Term 0ebt

Defetred Tax Liabilities (Cutrentl

0ther Short-Term Liabilities

20,708

435

1,68/

1,525

21845

539

1.284

1,479

2'854

ot5

1,241

1?ra

24,940 26.548

690 7t9

1.250 1,250

1.500 1,500

Cunent [iabilities

Long-Term Debt

Def erred lax Liabilities (t0ng-Term)

Other Long-Term 0perating Liabilities

Long-Term Non-0perating Liabilities

3,646

6,267

2,542

3,256

3.ilt2

6,819

? qq?

3,216

3,178

7,593

2 410

2,718

?,ryu, 3,469

8,500 9,504

3,632 3,963

3.252 3,236

Total liabilities

Prefetred Stock

Common Stock

Additional Paid-in Capital

Betained Earnings (Detlcit)

(Treasury Stock)

Other Equity

15,711

3

4,1 68

917

-Jl

-60

16290

3

4,598

1,060

41

-66

16,767

3

4,690

I ?aA

-49

-M

,8.Vt m,tN

33
4,725 4,760

1,486 1,717

-49 49
49 -54

Shareholde/s Equity

Minority Interest

4J97 5554 518t 6,117 6,379

Total Equity 4p97 5554 5,887 6.117 6,379
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NiSource Inc Nl ,ri',

r".r piiii iriivrii,i considsr Buy

37.68 usD 32.00 uso 22 40 uso

**
ConsiderSell Utrcertaitrly

43 20 uso Medium

Eononic Moatil

Narrow

MoatTrendil StowardshiD

Stable Slandard

Moningstar Credit Rating

BBB

lndustry Group

Utilities - Regulated

Morningstar Analyst Forecasts

Gash Flow {USD lVil)

Fiscal Year Ends in December

Net Income

Depreciation

Amortization

Slock-Based Compensation

lmpairment ol Goodwill

lmpaiment of 0ther Intangibles

Defered Taxes

0ther Non-Cash Adjustmenls

llncreasel Decrease in Accounts Beceivable

{lncrease} Decrease in Inventory

Change in 0ther Short-Term Assets

Increase {Decrease) in Accounts Payable

(Capital Expenditures)

Net (Acquisitions), Assel Sales, and Disposals

Net Sales {Purchases) of Investments

2011

299

538

39

178

211

220

-142

-274

-155

-t,tLtr

s

2012

416

-1,499

26

2013

532

511

3l

36

-306

-78

794

445

forecast

2014 2015

526 5/2

281

-65

562

45

;
25

603 658

49 53

;;

Change in 0ther Short-Term Liabilities l8l

Cash F om operations 920 1fr4 1,427 1.514 1,549

-5'l -95

62 -9

-151 8l

57 68

-85 -72

54 -24

132

7t 29

-2,074-1,880 2,081

18 _

Common Stock lssuance (or Bepurchase)

Common Stock {0ividends)

Short-Term Debt lssuance {or Retirement)

Long-Term Debt lssuance {0r Betirem€nt)

0ther Cash Flows

Cash From Financing

Exchange Bates, Discontinued Ops, etc. (net)

314

-213

'582

656

35

-326

I
947

-49

35

-341

1,000

-53

642576

12950

l{ot Change in Cash -31
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[ast Price Fai]Value

37.68 uso 32.00 usD

Consider BoV

22.40 uso

Moningstar Credil Rating

BB8

Industry Group

Utilities - Regulated

Consider Scll Uncertainty EcononiD Moatil

43.20 usD Medium Narrow

MoatTretrdil Stewardship

Stable Standard
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NiSource
(Nr-NYSE)

Stock Rating: Market Perform
Industry Rating: Market Pedorm

3Q Slight Miss; MLP Creation and Separation on
Track

Event
NI reported 3Ql4 adjusted EPS of $0.14, below our consensus-aligned $0.17

estimate. With the slight miss attributable to higher taxes (-$0.02) and higher

employee/admin expenses at pipes C$0.01), the quarter was solid operationally.

Morc important, the MLP creation and separation tansactions remain on tack for

completion by mid-2015, as expected. We reiterate this tansformation will produce

two yield plus grovrth investnent vehicles that sport cleaner, lower risk cash flow

with higher growth rates than arguably each ofits peers. Project backlog update l)
this montlq NI placed into service two pipeline projects (West Side expansion and

Giles County growth project) totaling $240mm of investnent on time and on

budge! 2) the $870mm WB Xpress prpeline project is contacted and remaining

conditions are expected to be cleared by year end; and 3) with solid results from its

recently completed non-binding open seasoq the potential Mountaineer Xpress

pipeline project continues to progress. Currently, tlre project's scope is being reflred

and discussions with potential shippers regarding capacrty commitrnents are

underway. While still early in the process, management indicated this project would

be sizeable should it go forward, which we estimate to be in the $lB range,

suggesting $l/sh ofNAV upside.

lmpact & Analysis
Neutral on the whole. Owing to the 3Q miss, we are reducing our 2014

estimates by $0.03 to $1.68, within management's reaffimred guidance in the

upperhalfofits initial $1.61-$1.71 band (i.e., $1.66-$1.71). For2015-2016, our

estimates remain unchanged at $1.83 and $1.95, respectively.

Valuation & Recommendation
Reiterate $42 price target ($20 attributable to NI remain-co, and $22 attributable

to COLP spin-out) and maintain Market Perform rating. For 2016, NI trades at

15.8x P/DCF and ll.6x EV/EBITDA, slightly above our US coverage averages

of 15.3x and 10.5x, respectively.

Price (29.Oct) $41 62
Target Prlc€ $42 00

(FY-Dec.)

52-Week High $4229
s2-Week Low $30 65

2013A 2014E 2015E

$1 44 $1 57 $1 681

PIE

CFPS
P/CFPS

R6v. (Smm)
EV ($mm)

20134
2014E

EBf TDA ($mm) $ l ,615 $1,745 $1 ,888 $2.014
EV/EBITDA 14 0x 129x 120x 11 2x

Quartedy EPS Ql Q2 Q3 04
2o1?A $0 73 $0 23 $0 05 $0,14

248x 227x

$4 31 $4 37 $4 ssl $427
91x 97x

$5,091 $5,657 $6,352 $6,536
$22,590 $22,590 $22,590 $22,590

$0 69 $0 23 $0 18 $o 47
$0 82a $0 25a $0 14a $0 47

Dfvldsnd $1.M Yield 2 5o/"

Bookvalue $18.21 PricerBook 23x
Shares OrS (mm) 313.3 Mkt Cap (mm) $13,039
Float OrS (mm) 310.8 Float Cap (mm) $12,936
Wkly Vol ((Xxrs) 10,066 Wkly $ vol (mm) $361-4
N6t Debt ($mm) $6,740 Next Rep. Date na

Notes: Allvalues in US$
Major Shareholders:
FiEt Call Mean Estimates: NISOURCE INC (US$) 2014E: $1,71:
2015E: $1.84

Nisoulcc Inc. (NIl

10

200

100

0

200

100

0

't -6

11

1-0

2n
't(X)

0

2@

100

02010 2011 2012 2013 2014
L.st bta Pornt October P T14

Changes Annual EPS
2014E $1,71 to $1 68

Annual CFPS
2014E $4 51 to $4 55

Please refer to pages 6 to 9 for lmportant Disclosures, including the Analyst's Certification.
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3Q14 at a Glance

NI reported 3Ql4 adjusted EPS of $0.14, below our consensus-aligned $0.17 estimate. Primary
deltas to our estimate along with business segment summaries are detailed below:

-$0.01 Pipes. EBIT of $94 million was lower than our $98 million estimate primarily due to
higher operating expenses, namely greater employee and administrative costs. Of note, total
throughput of 285 MMDth increased l|%oy/y, mainly due to greater Marcellus gas production.

LDC on target. Adjusted EBIT of $l million (net of weather) was in line with our estimate. Of
note, total volumes of 166 MMDth decreased lYoyly, mainly driven by less off-system sales.

Electric on target Adjusted EBIT of $90 million (net of weather) was in line with our estimate.

Total volumes of 4,649 GW hours increased 2%o yly, mainly from greater industrial usage as a

result oftheir expanding plant operations.

Gorp/Other on target. EBIT of -$5 million was in line with our estimate.

Interest on target. Interest expense of $109 million was in line with our estimate.

-$0.02 Taxes. The effective tax rate of 45%o was higher than our 35%o estimate.

Major Project Update

WB Xpress

For $870 million, WB Xpress will provide 1.3 Bcf/d of takeaway capacity for Marcellus gas to
access both eastern and western markets once in service (expected 4Ql8). This project is

contracted, and remaining conditions are expected to be cleared by year-end. WB is also reflected

in our long-term financial and valuation forecast.

Mountaineer Xpress

The potential Mountaineer Xpress project aims to provide additional takeaway capacity
(estimated to be within the 750 mmcfld to 2.5 Bcfld range) for Marcellus and Utica gas

production. Currently, the project's scope is being refined and discussions with potential shippers

regarding capacity commitments are underway. While still early in the process, management

indicated this project would be sizeable should it go forward, which we estimate to be in the $l
billion range. This in tum would suggest an incremental $l/sh of NAV, or uplift to our price
target should the project be brought over the commercial transom.

Page2. October 30, 2014
BrVIO O Capital Nlarkets
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Exhibit 1: NiSource Income Statement
Conelid€ted Eamings
(l Miflions E(cept Per Sharc Dab) 20OgA 2010A 2011A 2012A 20'l3A Ol 02 03 04 ml4E 2015E 2016E

OpeEting Revenues:
Gas Dstdbdion
Pipelin6 & StoEge
Electric
Ofher
Rerenues

OpeEting hp€ne$
Cost ofSales
Ope6tion & Maintenance

DDSA
Loss (gain) on 6set sd6
Taxes and Oths

Totd OpeEting Exp€nses

Opsding hcome
Olher:

Eqrity in EamingF
Oths

Tobl Other lncome

Repoftd EBIT
EBITDA

EBIT Cmpodlion
Gas Dstibdim
Pip€lin6 & StoEge
El*hc
Cqpdde & othq
Tobl EDIT

hffit Erpeme
Prehred Dslibutio6 ot Subiddie
Finilcing Experee

Mindity lrtsBb (Nl MLP)

53,303 $3,096 $2,918 51,960 52,26 $1,215 1424 S240 0901 $2,780 $3,538 $3,520
1,241 1,261 1,355 1,62 I,643 579 390 382 337 1,686 1,137 't,504

1,213 1 375 1,428 1,508 1,563 450 405 125 100 1,679 1,715 't,760

s2 603 319 161 224 77 117 77 190 206 (151) n54)
6,299 5 335 6,019 5,091 5,657 2,321 1,335 1,124 1,573 6,352 6,s36 6,729

2,978 2,898 25f6, i,549 1,816
1,650 1,654' 1,723 1,674 I,a71
5E9 596 538 564 5n

'f 6 1 17 (41 08)
283 2A7 295 289 301

5,s16 5,436 5,129 4,072 4,550

7A3 899 890 1,020 1,108

1,061 372 231 476 2,112 2,135 2,14E
501 s33 530 519 2,063 2,117 2,175
't49 149 1s3 154 605 641 672
06)(1)00(16)00
101 73 68 A2 325 314 314

1,797 1,127 961 t,234 5,138 5,207 5,309

521 209 143 339 1,211 1,329 1,1m

1793 1918 t84a f't,Oai ll,168 9538 am 5167 9361 $1,283 fr,38t Sr,t85
tt,3s3 $r,514 3r,3S2 tl,S'15 t1,716 ISS? t37S $A t505 ST,SSS $2,O'a' f2,fl2!

393 103 445 302 60 I 166 529 545 581

360 398 441 
'5S 

1O,l 91 1 183 543 e21
210 251 266 79 63 77 I m 310 333(1'1slalso)1lo9lqg)a
tE{4 I,05r ir,re8 l53E tzlt t107 a35l ll,2E3 f1,394 ft,53l

x20 321
389 177
117 n3
csl !!I

f793 ls18

399 392ss
399 392

f6 15 15 72 36 l0 11 12 12 15 58 69

19)3C!,(11 24991292. l9g)
fo 19 (171 31 60 14 19 24 12 69 54 65

416 41s lO9 109 110 120 417 483 465

999999999
a16 415 lO9 109 1't0 120 47 483 185

377'
s

377

0 0000000(r7)(s4)
63s zs3 4a 116' s7 a1 $6 094 2Lrcome Bebrc Td6 394 526 67

hcome Til6
Curd (214't 1'18 (15)

Deftned 378 55 178

Tffil hcome Tax6 165 173 163
EfrdiE hc- Td Rde (%l 1?h t3'h 35'A

I{et Income F.om Cnlinuing OpeEtims 29 353 30,1

Dscontinued Opdios, nd (12) (0) (5)

Change in AccNnting lE €9 I
GAAP l[el Incom b Cmmd a21A |294 t299

Adjustmqts to Cze
AssetlmEimefr 0 0 0
Gdn (Lcs) Frm Osp6d (8) 0 0
Oths l.loFRecming GdF (Los) gE 1l eA

Tffil Aqustmetu (49) 11 04)
NonGAAPCoF Eamings aZlS $A $78

ShaEsOut#nding (mm)
Atg Dilded Shms Od 276 24 tug
AW B6ac ShaF Od 275 nA 280
Period+nd basic ShaE Od 276 ng 42

Eaminos Per Sharc (DilGdl

(86) (26)

219 262
?1L 359f

{16 191

06
93s

tlle 3$2

00
00

I10 t3)
(17'' €)

4433 ,494

300 31,1

E2 312
311 314

11 2' (61 20 26
149 34 6t
163 rio 26 8'l 309
36% ?;./o' 1s.h 3s./o 37e/.

26 79 3t 150 527
(0) (0) (0) 0 (r)

99999
326G t7t t3l ltm 4526

00000
00000
!11!-0s19)81(r.)0(5)

tilsr t78 trs ti50 t532

315 316 317 317 316
314 315 315 316 315
315 315 3i6' 3t6 316

166 200
'127 t33

35'/o 35%

581 6't 9
00
99

$5tl 3€t9

00
00
9900

$501 5819

311 316
3'6 317
317 317

GAAP EPS
CoF EPS

EPS GMh (corc)

Divi&nds
Cash ps share

Dv GrMh
Paydrt Rdio f/6)

to.7t $l-05 $1.04 tl.3g $l.m $o.8,4 10.26 lo.l0 S0.4? t'1.66 t1.83 ti.93
sl.or' $r.22' lr.sr' lr.a4' $i.57! $.82 to.2b to.ra $r7 3r.60' lr.s3! ai.gb'
-19_1v. 210v. 7.4% 100% 93% 18{/. 6 -21e/. 0e/. 69% 87% 65%

8 396

$o 92 $o 92 $0.92 $o 94 so 90! t0 25 $o 25 00.26 $o 26 11 m! $1 08! 11 16!
00% oeh 0.0% 22% 1.9/. 1!/o 1!/. 1VA 10lo 11lo 5.8% 71o/o

116 6"d a7 so/o Bo-vk 6z go,f, s7.a* 61 39f; s9.o9d 59.s%'

Source: BMO Capital Markets estimates, company data.

Page3.October30,2014
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Exhibit 2: NiSource Cash Flow Statement
C.* Flow Sbbrent
(t tliflionsE(eptP.rghaE O.E) z)09A 20104 2lll'lA 2o12A 2013A Ol q2 03 Oa 2O1E m16E 2016E

OpeEling Adivitieg
GAAP Net lncome tom Con[ Op6
DO&A
Dekred ircome tq benetl
Dekred R*ns
Amdizdim of premlum on debt
L6s Gain or L6s d as8et9
Less Eqrity EamingF plu6 C€sh Osfibutiss
Non{ash minority interet
Other non{ash inoome itoms

OCF (pE{orting c.plt l)
OcF pe. slErc

214 2C2 A9 416 532
5a9 596 536 *2. 5n
378 200 176 3t)5 2A7

1 (201 3 (8) Cr)

13 tO 9 10 I
(1) (0) 0 (4) 08)

(15)7161(41
00 000

36 112 139 'tl (6)

rr,zrs rr,i6i' rr,iei' rr,zG sr,gf
t4.12 U.n 34.'10 t4.31 94.37 31.70 t0.86 30.76 51.15

56 581 619
60s 641 672
2A2 127 t33

200
800

(19) 0 0
(s)00
01794

42 (-q llq)
51,43s 01,355 $1,473
34.ss u.27 34.6,4

36500
(17'r) 0 0

000
(2'8) 0 o
7000
os)o0
nsll I I0087)00

150
1A

61

266 7E 3t
't49 149 153
i19 38 3,1

2(o)o

(16) (1) (3
(2) (6) 3
000

11 10 2l-
1661 4271 1242

(n7) (604) 0 i25t (i €st (,BBot F86) \46n' (sEg) O5B) (22ool e0171 (2ar5)
o o o o o o o' o o o o o
o o o o o o o' o o o o o

6 I 9 26 t8' 5 't' 1 o 8 o o
roe (140) lau sl (1,r8) g) pa I cq I I(662) (s11) (1 r19) (r 121 (2.010) (408) (190) (61s) O*t Q.2711 € 0r7) € 6,rs)

9 ! 9 p) 1le 9 9' S q S 9 S(65s) (ef3) (1 119) (1125' (1.8s1) (1o8) ({s0) (615) Q*' e2711 (2Un (2615)

Weiry Cdpital:
AccdN ild not6 r4eicue 259 (2441 31€
lMory 129 I 03 (1121

L6s Change olPdce Risk ManagEment Actiriti6 0 0 0
Accom payable (192) 38 055)
orslomsdepGit, nd 25 (25) (5)

Oths 6s* 83 (26) (201)
o|hs tidililiG u2 .186) gq
changF in wqking Capltal 586' l42q \:621

(101) 31 (264)
62 (9) 274
000

57 68 127
(14) (4 (23)

111 21 (2761

Gq l19l g)
(3ot 5s' (167)

u2' 187

l246f (ree)
o, o

eeTl' (r8)
2' 9r

1to' 87

@r' 1125\

03) (6)

[Iscontinued Ope6tlons
Cash FIM From OpeEtions

lnvedino Aciivi6es
CaF tal Spending (to PP&E)
Purchases of equity inGtments
Ac+isitions
PEceeds iom as6et 6ale6
Oths

C6h used in tGtjng
c;sdinred OpedioE

lnEting Cash Flil

Fimncino Adivfie3
Sale of Common St6k
Sab orcommo Udts (M[P)
Sale o[Prehffed Slocl
Sale ofl I Debt
Sale ofL 1 Debt (MLP)
Redemptim of Common Stock
Redemption of Prefered Stook
Redemptim ofL T, Debt
Redemptin ofL T D€bt (MLP)

Chang€ in Not6 Payable, LC, ST Debt
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Exhibit 3: NiSource Balance Sheet
&lan{ sh€ct

@ 2otoA 2011A 2012a 201!a al a2 or or zqr: -ZiiiiiE --l6iiE

hth A Equikl€nt

AMrc. tu UEd&bde A*

UtuodF&HoGE

ST tus Pd€ &3k Maryed

T6lhtu*
Pld E EqdFd (G'Es)
bnddDa
Pl.dt EqdFd M

LTAlsPdeRbkXryffi

Gdll

ffiLqTmtu*F(tlytuD

!!UI!!!!ls!E
ShonT.m Eu

ST Lbbiltio6 Pdcs Risk Managem.d
R.gul€tory Liabilitos
Oth.r
Tdl Curcd LEb

Long T.m &bt
LT U.biliti€s Pic6 Risk Mana$m.d
Accuml€t€d &bred Tar€s
R.gubtory Lbhli!€s
hrUd_|tu
Tel U.blilG
Ptu Equty/Sdffi dhdi&d SM.in
h'ffi Eqttty
ffi
Td bb I Esity

18912627$1618yy121
175 

'3 
151 17 I 11 10 16 1€ 16 16 16

s 1.12i s1 1 i14 1 16 1.471' se t 7s re 7s 739 re
({) (41) (31) 121) t21l (s) (30) 08) (18) (18) 0E) (18)

000000000000
01s2s61147655$$5$

s48sss%'&'6s6ffiffi
181S194n141300000
N 1e lD 16 1€ 1S lS n N N m n
s7&ns31 21 g'sgsss

z2 Zre 224 2,W ZIS 2,A 26 ZU2 2,W zW am 1,S
tg.m rg.s a,lm z,w B.@ 2a,ff6'24.s'E,1n E,ffi 6,n 2,6 om
EpgO E@ I9@) Ig€s) !p,A €.€) €.4) lgEEl Elgl @Z) {10,a} (11.m)
io.g 11,w rt,m 12.s6 14,s 14,6 14re 15,9 16,191 16,19 17,9 19ru

*ros€md0mffi6s66
4m18$10000000

1.9 l,ffi l.m 2@1 M,S t.g 1,41 1,41 1,41 1.41 141
lffi s,ffi lffi 3.ffi 3,ffi 3,6 qS 3,ffi 3,6 3.66 3,6 3,ffi
ssawmmmnnnNN
sla1@sw66aE2@fts

19,19 19,S A,ru Z,W 2,& n,U7 Affi 2,710 24,61 24,61 5.ffi Z,S

1,2q I,K'1,61 t 1.s s s s i,E
s 7n' gz' sio s1o sto 510 5ro

10000000
s79E9S&S&m

p1 1tn' L1!!' re !&, j&. 1.1F 1lp3,178 3,U1 3,431 3,re 2,U9 2,U9 aS 3674
7,S 7,63 7,U1 I,g 9,S7 9,397 9,917 9917

00000000
3,27a 3,4i2' 3,{9i ' 3,59s 3,m 3,6m 3,74a 3,m
1 670 1,67E 1,674 1,676 1.878 1,676 1,fr8 1,fl6
i.m 1.w' w' 1p 1.@ 1,@ i,@ 1.@

16,7q 17,6 17,4 i,re 1A.A 14.64 18,S A,1S
00000000

5W 6,012 6,m 6,ffi 6,m 6.m 6.716 7,41
00000000

2,W n,10 B,A 4,710 21,61 U,61 6,ffi Z,S

& 1,117 1,9 I,N
$2W€5S
1S 174 1€ 95
4 I 112 172

L!z! L!g! L@ 1,?l23,111 3,gS 3,96 3,O2
5,W 5,S 6,267 6,619
170 192. 13 m

2,O1e 2,rc 2,571 2,ffi
1,5S I,S 1.9 1,S3
1,92 1,& 1,424 l,m

14,a18 15.016 15,711 16,A
0000

1,717 \W 4.W 5,9
s9.9919,19 19.S m,m 21,rc

Source: BMO Capital Markets estimates, company data.

Page5.October30,2014
BMO @) CapitalMarkets



BMO Gapital Markets

GAS-ROR-O1O
Attachment C

6 of59

NiSource

45

40

30

25

20

NiSource Inc. (Nl)

45
40

40
35

30 35

25 30

20 2s

15
2n

10
15

160
800

- 
TargetPrice(US$)

- 
Share Prie(US$)

40

30

25

20

'10

BMo 20l4FY EPS ( Oa 14 = 1.71 US$)
FiFt Call 2014FY Cons EPS ( Oct 14 = 1.71 US$)

17

16

15

18

17

- 
Nl Relative to S&P 500

' -'' Nl Relative to Multi-Utilities

< E Revenue/Share-(US$)

- 
Pri€ ,/ Revenue +

f_-l ses 1+ errrmiting)- (uS$)

- 
Pri€ / Eamings >

- 
Nl Relative to S&P 500

' ' ' ' Nl R€lative to Multi-Utilities

BMo 2015F/ EPS ( Oct 14= 1.83 US$)

Fi6tCall 20lsFY Cons EPS ( Oc{ 14 ='1.84 US$)

Nl - Rating as of 26-Jun-08 = Mkt

Last Pri@ ( October 29, 2014): $41.62
Sources: IHS Global Insight, Thomson Reutere, BMO Capital Markets

P/B ROE
Hi - Lo o/o

1.7 1.42.'t 1.5 14
1.9 1.5 15
2-1 1.6 15
2.2 1.9 16
2.5 't.9 16
3.5 2.3 162.8'1.5 15
1.9 0.8 14
1,9 1.1 I
1.2 0.7 11'1.3 1.0 9
1.3 1.'t 9
1.4 1.1 I
1.5 1.1 I
lq no a
't.'t 0.6 7
0.9 0.4 6't.0 0.8 7
1.4 0.9 I
1.5 1.2 I
1.8 1.3 9

3.5 0.4

2.3 9

FYE EPS Pavout BV
(Deq.) Us$ \h us$

1992 't.00 62 7.91993 1.16 62 8.3
1994 1.24 63 A-7
1S95 1.36 62 9.01996 1.43 63 9.2'1997 1.53 63 'tO.2
1998 1.59 64 9.81999 '1.52 71 10.9
2000 1.89 57 16.62001 1.30 89 '16.8

2002 2.00 58 20.'l2003 1.60 58 1 6.82004 1.61 57 17.7
2005 1.42 65 18.'l
2006 1.43 64 18.32007 1.38 67 18.5
2008 1.27 72 't7 .22009 '1.06 87 't7-6
2010 't.22 75 17.7
201'1 1.33 69 't7.7
2012 1.44 67 17.92013 1.57 64 '18.8

Rsnge':

Current' 1.72 60 18.2

Grflth(0/6 ):
5 Yeai 8.0 1.1

10 Year: 1.0 0.8
20 Year 1.7 4-O

'Curent EPS rs th
'Valualion metrics vear.
'Range indicates t (ed above

Quartedy Prie (US$)

BMO O Capital l\4arketsPage6.October30,2014



GAS-ROR-010
Attachment C

7 of59

BMO Gapital Markets NiSource

IMPORTANT DISCLOSURES

Anrlyst's Certifi cation
I, Carl Kirst, CFA, hereby certiry that the views expressed in this report accurately reflect my personal views about the subject securities or issuers. I
also certifr that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this

report.

Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating

new ideas and in communication ofideas to clients, performance ofrecommendations, accuracy ofeamings estimates, and service to clients.

Analysts employed by BMO Nesbitt Bums Inc. and/or BMO Capital Markets Limited are not registered as research analysts with FINRA (exception:

Alex Arfaei). These analysts may not be associated persons of BMO Capital Markets Corp. and therefore may not be subject to the NASD Rule 2711

and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst
account.

Company Specifi c Disclosure
Disclosure 9: BMO Capital Markets makes a market in this security.

Methodology and Risks to Price TargeUValurtion
Methodology: Sum of the Parts
Risks: l) regulatory risk,2) weather and 3) customer conservation

Distribution of Ratings (September 30, 2014)

Rating
Cateoory BMO Ratine

BMOCMUS
Universe*

BMOCMUS
IB Clients**

BMOCM US
IB Clients+**

BMOCM
universe*'r:i*

BMOCM
IB Clients+****

Starmine
Universe

Buv OutDerform 44.3Yo 18.0% 60.3% 43.9o/o 56.5o/o s60%
Hold Market Perform 52.sYo 9.1Yo 38.5o/o 51.6% 42.lYo 39.1o/o

Sell Undemerform 3.2/o 5.3o/o r3% 45% 1.4% 4.9Yo

Reflects rating distribution of all companies covered by BMO sts.
** Reflects rating distibution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking services as

percentage within ratings category
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage oflnvestment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
+*+** Reflects rating distribution of all companies fiom which BMO Capital Markets has received compensation for Investment Banking services as

percentage of Investment Banking clients.

Rating and Sector Key (as ofApril 5,2013):
We use the following ratings system definitions:
OP = Outperform - Forecast to outperform the analyst's coverage universe on a total return basis

Mkt = Market Perform - Forecast to perform roughly in I ine with the analyst's coverage universe on a total refurn basis

Und = Underperform - Forecast to underperform the analyst's coverage universe on a total return basis
(S) = speculative investment;
NR = No rating at this time;
R : Restricted - Dissemination of research is currentlv restricted.

BMO Capital Markets' seven Top 15 lists guide investors to our best ideas according to different objectives (CDN Large Cap, CDN Small Cap, US
Large Cap, US Small cap, Income, CDN Quant, and US Quant have replaced the Top Pick rating).

Prior BMO Capital Markets Ratings System (January 4,2011)-April 4,2013):

Other Importr nt Disclosures
For Other Important Disclosures on tbe stocks discussed in this report, please go to

or write to Editorial Department, BMO Capital Markets, 3

Times Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, I First Canadian Place, Toronto, Ontario, M5X 1H3.
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Disseminetion of Reserrch
BMO Capital Markets Equity Research is available via our website https://research-

. lnstitutional clients may also receive our
research via Thomson Reuters, Bloomberg, FactSet, and Capital IQ. Research reports and other commentary are required to be simultaneously
disseminated internally and extemally to our clients.

General Disclaimer
BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc., BMO Capital Markets Limited in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Bums Inc.,
BMO Capital Markets Limited and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries ("BMO Financial Group") has
lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The opinions, estimates and
projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change without notice. BMO
Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information
and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or wananty, express or implied, in respect
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or
reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report. The
information in this report is not intended to be used as the primary basis ofinvestment decisions, and because ofindividual client objectives, should not
be construed as advice designed to meet the particular investment needs ofany investor. This material is for information purposes only and is not an

offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of
issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long or short position
in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader should
assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not
to buy or sell securities ofissuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Bums Inc. fumishes this report to Canadian residents and accepts responsibility for the contents herein subject to
the terms set out above. Any Canadian person wishing to effect transactions in any ofthe securities included in tbis report should do so through BMO
Nesbitt Burns Inc.
The following applies ifthis research was prepared in whole or in part by Andrew Breichmanas, Iain Reid, Tony Robson, David Round, Edward Sterck
or Brendan Wam: This research is not prepared subject to Canadian disclosure requirements. This research is prepared by BMO Capital Markets
Limited and subject to the regulations of the Financial Conduct Authority (FCA) in the United Kingdom. FCA regulations require that a firm providing
research disclose its ownership interest in the issuer that is the subject ofthe research if it and its affiliates own 57o or more ofthe equity ofthe issuer.
Canadian regulations require that a firm providing research disclose its ownership interest in the issuer that is the subject ofthe research ifit and its
affiliates own 1olo or more of the equity of the issuer that is the subject of the research. Therefore BMO Capital Markets Limited will disclose its and its
affiliates' ownership interest in the subject issuer only ifsuch ownership exceeds 5% ofthe equity ofthe issuer.
To U.S. Residents: BMO Capital Markets Corp. furnishes tlis report to U.S. residents and accepts responsibility for the contents herein, except to the
extent that it refers to securities ofBank ofMontreal. Any U.S. person wishing to effect transactions in any security discussed herein should do so
through BMO Capital Markets Corp.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial Conduct
Authority. The contents hereofare intended solely for the use o{ and may only be issued or passed on to, (I) persons who have professional experience
in matters relating to investments falling within Article l9(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
"Order") or (II) high net worth entities falling within Article agQ)@) to (d) ofthe Order (all such persons together refened to as "relevant persons").
The contents hereofare not intended for the use ofand may not be issued or passed on to retail clients.

Unauthorized reproduction, distribution, hansmission or publication without the prior written consent of BMO Capital Markets is strictly prohibited.

Click here for data vendor disclosures when referenced within a BMO Capital Markets research document.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REOUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial seM€s provider ofiering a |ange of retail banking, wealth management, and investment and
corpo€te banking prcducts. BMO sen€s Canadian retail dients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and
commercial banking clients are served by BMO Hanis Bank NA. (Member FDIC). Investrnent and corporate banking seMces are provided in Canada and the US
through BMO Capital Markeb.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO HarTis Bank NA. (Member
FDIC), BMO lreland Plc, and Bank of Montreal (China) Co Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member Slrc) and
BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO Nesbitt Bums Inc. (Member Canadian In\estor Protedion Fund) in Canada, Europe and Asia,
BMO Capital Markets Limited in Europe and Australia, and BMO Advisors Pri\€te Limited in lndia.

Nesbitt Bums" is a registered bademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markeb" is a trademark of Bank of Mmtreal,
used under license. "BMO (M-Bar pundel symbol)" is a registercd t-ademark of Bank of Montreal, used under license.

@ Registered trademark of Bank of Montreal in the United States, Canada and elsewhet€.
TM Trademark Bank of Montreal

@COPYRIGHT 2014 BMO CAPITAL MARKETS CORP

A member of BMo @ Financial Group
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U.S. Equity Research

NiSource Inc. (Nl): 3Q14 First lmpression
(Nl, $41.62 current price,2.5o/o yield, $13.18 marketcap)

We view this earnings release as: Slightly t{egative

Highlights:
. Nl reported EBITDA of $333mm below our $343mm estimate (3% lower) and the Street's
$347mm estimate(4% lower).
o EBITDA came in 2-3% lower for each of the segments.
. 7o/o lower than expected operating income primarily attributed to higher O&M expenses at
Electric Operations. O&M expenses/Megawatt Hour was 10% higher than last year.
. EPS of $O.14lshare was lower than our $0.1S/share estimate and the Street's $0.16/share
estimate.
. Dividend/share of $0.26 was in-line with our estimate and the Street.
. On the Call - Look for more color on the expected timeline on the MLP formation and
reiteration of guidance.

Sfock Reaction : Expect Nl units to trade flat to down today on the back of EPS slightly missing
the Sfreef.
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Conf. Call: 9:00 a.m. ET: Webcast available at www.nisource.com

A full note will be out later.
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Equity Research
Natural Gas

Nl Goes Mountainnering as MLP Spinoff On-
Track for Early 2015. Q3 a Tad Light

Fresh off Analyst Day, Mountaineer is the Main Incremental Positive:
Mgmt. reiterated 2014 EPS around the upper half of its guidance range of
$1.61-'f .71 and $2.2B in caoital investment in 2014. The CPG soinoff
announced in September is still expected to be completed in mid-2015 as
planned (see our note on the MLP formation @). Visibility for long term
capital investments remains -$42-$458 total, with $12-$158 of that amount
to be invested at the CPG level. We continue to see the spinoff as a positive

to Nl shareholders. Early indications on Mountaineer are 750mmcf/d to as
much as 2.Sbcfld of potential interest. So we figure a $1 B place holder is fair
for that opportunity.

3Q14 Slightly below Estimates: Nl reported EPS of $0.14 vs our estimate
of $0.15 and the Street's $0.16, EBITDA came in at $333mm, below our
estimate of $343mm and consensus of $347mm. Segments were -3%
below our estimates due primarily to higher operating and maintenance
costs.

Maintaln $50 TP and Outperform Ratlng: We are maintaining our $50 TP
based on our Sum of the Parts analysis using a 14-15x multiple range on
20'15E EBITDA Together with the NTM dividend, gives total return over 25%
supportive of a relative O/P. After adjusting for the quarter, our 2015 and
2016 EPS estimates both move down by 1-cent to $1.93 and $2.11,
respectively.

Year
EPs (cS adj.) (US$)
Prev EPS (US$)
P/E (x)
PIE rel. (o/o)

Revenue (USg m)
EBITDA (US$ m)
ocFPS (US$)
P/OCF (x)
EV/EBITDA (cunent)
Net debt (USg m)
ROrC (%)

12t',t4E 12t15E 12116E
1.76 1 93 2.11

194 2.12
27 1

157.7
5,657,3
1,720 7

4.58
7.2

13.4

24 1

151.4
6,441.2
1,894 4

483
Aq

12.2
9,658

5.28

5.07
84

10.7
10,20'l

5.75

422
't 0.0
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10,4o2

5.89

zt J 20.1
153 1 156 6

6,907 7 7,576.9
2,150 2 2,381 8

8,807
5.07

2014E
2015E

0.82 0.25 0 14 0 52
092 027 014 060

Number of shares (m)
Bv/share (Ne)d Qtr., US$)
Net debt (Ne)d Qtr., US$ m)
Net debvtot eq (Next Qtr , %)

315.70 lC (curent, US$ m)
19 6 EV/IC (x)

9,658.1 Dividend (cunent, US$)
158 4 Dividend yield (70)

14,693.80
1.5
1.0

0.61

NiSource Inc. ,*,,

Cnrurr Surss

Rating
Price (30 Oct 14, US$)
Target price (US$)
52-week price range
Marketcap (US$ m)

OUTPERFORilT
42 37
50 001

4237 -30 80
13.376 20

40

35

30

OcLl3 JEn-14 Ar-14 Jul-14

-Pde - 

lnd€xed SEP500 INDEX

A1 1OBU14 lhe S&P 5O0 lNDd cb*d al 19U.65

q'!q4e_!yEP_ s _ a'!____ "Q?____e9___S420134 069 023 018 047

Enterprise value (U9$ m) ??.,9.?1.29
'SIod< rdings de relaliE lo the @wrage niws in eeh
ils/4r'ds q eeh leMb FSpeclF Fold.
'Tsgel prie is tut 12 m@lhs.

Research Analt6ts

John Edwards, CFA
713 890 1594

john edwards@credit-suisse com

Abhlram Rajendran
212 538 9038

abhiram rajendran@credilsuisse com

Bhavesh Lodaya
2't23252337

bhavesh lodaya@credit-suisse com

Share price performance

oalty Oct 31,2013 - Oct 30, 2014, 1081/13 = US$31 52

DISCLOSURE APPENDIX AT THE BACK OF THIS REPORT CONTAINS IMPORTANT USCLOSURES, ANALYST
CERTIFICATIONS, AND THE STATUS OF NON-US ANALYSTS. US Disclosure: Credit Suisse does and seeks to do
business with companies covered in its research reports. As a result, investors should be aware that the Firm may have a
conflict of interest that could affect the objec{ivity of this report. Investors should consider this report as only a single factor in
making their investment decision.

nghLulen@n[sorLlrcc"con-r Ran-'rdyl HLulen 10[ffin4 11:2€]:43 ,AN/,4 f.{isoLurce Gonp'orate Ser'yiees Go.
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3Q14 Earnings Variance
Exhibit 'l: Quaderlv Earninqs Variance

Quarterly Variance
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Segment Update
Columbia Pipeline Group (GPG)

. 2015 Spinoff: At the September 28th analyst day Nl announced that the company
plans to separate its natural gas pipeline and related businesses into a stand-alone,
publicly traded company. CPG expects to invest $12-1 58 in modernization and growth
projects over the next 10 years.

r Mountaineer Pipeline Positive: Early indications are for 750mmcf/d to 2.5bcfd of
interest. lf the open season leads to binding commitments we would look for an
investment opportunity of anywhere from $800mm to over $2B. Too early to tell at this
stage but signs are encouraging.

r 3Q14 Performance: Operating earnings down 4% y/y at $94.4mm and total
throughput of 321.SMMDth was up '12% yly. The lower earnings were primarily
attributable to higher employee and adminishative costs, partially offset by lower
software data conversion costs.

Electric Operations

r 3Q14 Performance: Operating earnings were flat y/y at $90.2mm primarily due to
higher employee and administrative and electric aeneration costs related to
maintenance-related outages and increased storm damage costs.

Gas Distribution

r 3Q14 Performance: Operating earnings of $1mm were up compared to a $0.5mm
loss last year. Employee and administrative costs were higher as was depreciation
due to capital expenditures, which were partially offset by lower environmental costs.

Additional Color
r lnterest Expense: Interest expense increased by $5.9mm YA/ due to long-term

debt issued in Oct. of last year, which was partially offset by the maturity of long-
term debt in July 2014.

r Taxr Nl's effective tax rate for the period was 43.1Yo vs. 32.6% last year.

Nisoure Inc. (Nl)
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Estimate Changes
Our estimates going foruard are mostly unchanged after in-putting 3Q14 results-

Exhibit 2: NiSource 2014-2017 Estimate Chanses
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NiSourca Inc, (Nl)
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Valuation
! The most challenging aspect of evaluating the separation is assigning the proper

valuation. Nl shareholders will receive a special dividend of COLP following the
separation which is expected mid-2015. COLP is expected to own 85.4% of CPG Op,
the IDR's and over 50% of the MLP. The formation of the MLP is exoected to be
completed in 1Q'15. Management says that the $1.2Blyear in expected cap ex will be
financed at the MLP yet housed at CPG Op Co (which seems contradictory to us).

Other Mid-stream MLPs have EV/EBITDA multiples running 12-20x depending on the
distribution growth rates. Assuming $1.2B of capital investment at CPG overall and
about $700mm in 2015 EBITDA would suggest that teens type of EBITDA growth is in
the future and suggests a multiple uplift in the midstream assets to the 14-15x range
and giving us a valuation range of $48-$51 over the next 12 months, which we
average to $50. Together with dividend would take our total return outlook to -25%
and would warrant an Outperform relative to our universe

Exhibit 3: NiSource Sum of the Parts Valuation
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Source: Company data, Credit Suisse esfimales

Nisource Inc. (Nl)
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Risks
The main risk to our call is the valuation. There are few disputes with fundamentals in

terms of being very strong. The regulatory environment is benign and the and gas
produclion in the Marcellus and Utica is expected to roughly double between 2Q14 and
2020trom about 12-13bcfld to24-26 bcf/d on average. So the risk is in the valuation -
MLPs that support this kind of projected EBITDA and what we believe will be mid{eens
distribution growth trade at high EBITDA multiples but we have not been able to

completely verify our calculations from the somewhat limited disclosures in the S-1. But
our preliminary calculation suggest more upside than the uplift in the EV/EBITA multiple so
we will keep it here for now. The risk is in our being too aggressive pending modeling

verification of our preliminary calculation when we try to back into the cash flows from the
restructuring associated with the MLP formation and separation.

Nlsoulce Inc. (Nl)
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For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at https/have.credit-

suisse.com/disclosures or call +1 (877) 291-2683.
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Key Metrics
Nl - NYSE (ftice as of 1 0/30/14) $42.37
Price Targel

ROE(ttm) 9.7Yo

BookValudShare $18.34
Price/Book Value
lndicated Dvidend / Yield $1 04 2.4%

EPS FY 12131

Year C( AEO $6,300 $6,750

Company Description: Based in Merrillville, Ind.,
NiSource Inc. is a Fortune 500 company engaged in natural
gas transmission, storage and distribution, as well as
electric generation, transmission and distribution.
NiSource operating companies deliver energt to 3.7 million
customers located within the high-demand energt corridor
stretchingfrom the Gulf Coast through the Midwest to New
England. Generation sources: Coal 77ok, Natural Gas
22%, Hydro 1o4.
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J.J.B. Hilliard, W.L. Lyons, LLC

October 31. 2014

Nl -- NYSE - Neutral- 2

Company reports solid third quarter results
Investment Highlights

NiSource reported third quarter earnings of $0.14
per share versus $0.18 per share in the third quarter
of 2013. Earnings were modestly below the consensus
estimate of $0.1 7 per share. However, the third quarter
is typically the smallest earnings contributor to Ni Source
each year. Through nine months NI has eamed $1.21
per share compared to $ I . I I per share in the same time
period last year. Management reaffirmed 2014 guidance
at the upper half of $ 1 .6 I to $ 1 .7 I per share.

The company's previously announced separation
appears on track to occur in mid-2015. NiSource
announced on September 2Sththat it plans to separate
into two companies: a fully regulated natural gas and
electric utilities company (NiSource), and a pure-play
natural gas pipeline midstream and storage company
(Columbia Pipeline Group - CPG).

Separation plan terms. Under the separation plan,
NiSource shareholders would retain their cunent shares

of NiSource stock and receive a pro-rata dividend of
shares ofCPG stock in a transaction that is expected to
be tax-free to NiSource and its shareholders. The actual
number of shares that would be distributed to NiSource
shareholders will be determined prior to the closing.

NiSource will remain a large natural gas and electric
utility. It will serve more than 3.4 million natural gas

customers in northern Indiana. NiSource expects to be
able to grow its earnings and dividends by 4% to 6yo
annually. This potential growth is supported by multiple
infrastructure opporlunities in the coming years.

Columbia Pipeline Group appears to have significant
growth potential. CPG expects to have projects that
represent potential capital investment opportunities of
$ 12-$ I 5 billion over the next 10 years. This could drive
both future eamings and dividend growth.

We would maintain positions in NiSource. In our
view, the company's proposed strategy has the potential
to enhance long-term shareholder value.

Prlor
2014E

Curr. Prior Curr,
2014E 2015E 2015E

10
2Q

Year $1,58 $1 70 $1.82
26.8x 249x 23.3x

61

Note: Figures exclude non-recurring items

Revenue ($mm)
Prior

2013 2014E
Curr. Prior Curr.
2014E 2015E 2015E

1Q

Note Important Disclosures on Pages 2 and 3.
Note Certification on Page2.

NiSource lnc.

J.J.8. Jilliard, WL. tyo*s, [N.C I Mamber llYSE, fINBA t Sl9C EaunY RnsnnncH
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Additional information is available upon request.

Analvst Certification

I, David B. Burks, hereby certif that the views expressed in this research report accurately reflect my
personal views about the subject company(ies) and its (their) securities. I also certify that I have not been,
am not, and will not be receiving direct or indirect compensation in exchange for expressing the specific
recommendation(s) in this report.

Important Disclosures

Hilliard Lyons'analysts receive bonus compensation based on Hilliard Lyons' profitability. They do not
receive direct payments from investment banking activity.

Investment Ratings
Buy - We believe the stock has significant total retum potential in the coming 12 months.
Long-term Buy - We believe the stock is an above average holding in its sector, and expect solid returns
to be realized over a longer time frame than our Buy rated issues.
Neutral - We believe the stock is an average holding in its sector, is currently fully valued, and may be
used as a source offunds ifbetter opportunities arise.
Underperform - We believe the stock is vulnerable to a price set back in the next 12 months.

Suitabilitv Ratines
I - A large cap, core holding with a solid history
2 - A historically secure company which could be cyclical, has a shorter history than a "1" or is subject to
event driven setbacks
3 - An above average risk/reward ratio could be due to small size, lack ofproduct diversity, sporadic
earnings or high leverage
4 - Speculative, due to small size, inconsistent profitability, erratic revenue, volatility, low trading volume
or a narrow customer or product base

Hlliard Lyons ratingsfa N (N$lfflNQ
Oosing Ftice Oct fr ,?o14:. W.37

L€gstd
lrFNleulral, T=Pri ce Target

+ REiterated l...leLrtral

E1l nuE5FsadYl

Hilliard Lyons Equity Research Electric Utilities
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Hilliard Lyons
Recommended lssues

lnvestment Banking
Provided in Past 12Mo.

#of %ol
Ratinq
Buy
Hold/Neutral
Sell

Stocks Covered Stocks Covered
50 40%
71 56%
54%

Bankinq No Banking
10o/o 9OYo

4o/o 96%
0% 100o/o

Asofl October2014

Other Disclosures

Opinions expressed are subject to change without notice and do not take into account the particular
investment objectives, financial situation or needs of individual investors. Employees of J.J.B. Hilliard,
W.L. Lyons, LLC or its affiliates may, at times, release written or oral commentary, technical analysis or
trading strategies that differ from the opinions expressed here.

J.J.B. Hilliard, W.L. Lyons, LLC is a multi-disciplined financial services firm that regularly seeks
investment banking assignments and compensation from issuers for services including, but not limited to,
acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as

placement agent in private transactions.

The information herein has been obtained from sources we believe to be reliable but is not guaranteed and
does not purport to be a complete statem€nt of all material factors. This is for informational purposes and
is not a solicitation of orders to purchase or sell securities. Reproduction is forbidden unless authorized.
All rights reserved.

Hilliard Lyons Equity Research Electric Utilities
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Costs Drag as EPS Misses

Key Takeaway

Nl realized 3Q recurring diluted EPS of 14( (ex<|. asset sale galns), below our
l7C fore<ait & the l6C Street mean estimate; the EPS miss was primarlly due to
hlgher than expe<ted OBM expense at CPG & Gas Distributlon. Mgmt afflrmed
its $ 1.61 -$ | .71 2Ol4 non-GAAP EPS & $2.2B capex guidance, and noted results
are likely to be in the upper halfof its EPS range; Gontensus 2014 EPi is 11.71.

Columbia Pipeline Group. CPG's $91.4mm operating income (excluding asset sale
gains) was below our $97.3mm expectation, driven primarily by higher O&M costs. Mgmt
said in the press release it was encouraged by the results of the non-binding open season

of the recently-announced Mountaineer XPress prolect. No formal details have yet been
provided on the proiect, but we do note that mgmt officially quoted the WB XPress proiect
at a cost of $870mm for 1 .3 Bcfld with an expected in-service date of 4Q18.

Gas Distribution. The gas utilities posted 3Q operating income of $1.0mm, below
our $6.6mm estimate, but ahead of 3Q13's $0.5mm loss, due primarily to higher O&M
costs. The company is still awaiting a ruling in PA on the recovery of CPA's infrastructure
modernization program investments; a settlementfor an annual revenue increase of roughly
$33mm was submitted in September and a decision is expected by year+nd. Separately,

CGV is expecting a settlement on its base rate case filed in April; if approved, the case would
increase annual revenues by $25mm. Finally, CMD reached a settlementon its rate case in
September, which allows for a $1.1 mm annual revenue increase effective 9/30.

Pending structural <hanges. Nl hosted its biennial Investor Day on September 29th
in NYC, where mgmt reviewed operations and announced plans to IPO a midstream MLP
in early 2015 and to split the utility and midstream segments into two separatelyJisted
companies in the middle of nextyear. The expected tax-free transaction will create Columbia
Pipeline Group Inc. (COLP), a natural gas focused midstream compan, and leave NiSource

as a fully-regulated natural gas and electric distribution company.

2014 guidance affirmed. Mgmt affirmed its $1.61-$1.71 2014 non-GMP EPS guidance
& -$2.28 capital budget, but indicated EPS will likely be in the upper-half of the range.

Dividend to be maintained through 3pin, grow thereaflter. Nl declared a dividend
in August of 26Clshr ($1.04 annualized) and mgmt noted at its SepL Investor Day that the
current run-rate would be maintained through the spin of COLP and grow thereafter.

Diat-in for the Call: Today @ 9:00am ET. Dialin:877.28O.4959. Passcode: 20776398

Nl 3Qf4 Results Review:

166 4%
t97 t -6 l$
t92r -21$

Source: Nl report, lefferies estimates

Jefferies does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that Jefferies may have a.conflict
of interest that could affect the obiectivitv ol this reoort. Investors should coniider this reoort as only a sinele factor in makino their investment decision.
Please see analyst certifications, iniportait disclosur'e information, and information regarding the staius of ion-US analysts oripages 2 to 5 of this report.
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Company Description
NiSource, Inc. (NYSE: Nl) is a diversified energy holding company whose subsidiaries provide naturalgas, electricity, and other energy products

& services to nearly 4 million US customers. The Company operates through three segments: Gas Distribution, Columbia Pipeline Group, and
Electric. The Cas Distribution operations provide natural gas service and transportation for residential, commercial and industrial customers
in Ohio, Pennsylvania, Virginia, Kentucky, Maryland, Indiana and Massachusetts. Columbia Pipeline Group offers gas transportation and
storage services for Local distribution companies, marketers and industrial and commercial customers located in Northeastern, Mid-Atlantic,
Midwestern and Southern states. The Electric Operations segment provides electric service in various counties in the northern part of Indiana.
NiSource was founded in 1982 is incorporated under the laws of the state of Delaware, and is headquartered in Merrillville, lN.

Analyst (ertification :

l, Christopher Sighinolfi, CFA, certify that all of the views expressed in this research report accurately reflect my personal views about the subiect
security(ies) and subiect company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed in this research report.
l, Christopher Tillett, certify that a ll of the views expressed in this research report accu rately reflect my personal views about the subject secu rity(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this research report.
l, Corey Goldman, certify that all of the views expressed in this research report accurately reflect my personal views about the subiect security(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
orviews expressed in this research report.
As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives
compensation based in part on the overall performance of the firm, including investment banking income. We seek to update our research as
appropriate, but various regulations may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large maiority
of reports are published at irregular intervals as appropriate in the analyst's judgement.

Meanings of fefferies Ratings
Buy - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 1596 or more within a l2-month period.
Hold - Describes stocks that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within a 12-month period.
Underperform - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month
Deriod.
The expected total return (price appreciation plus yield) for Buy rated stocks with an average stock price consistently below $10 is 20% or more within
a l2-month period as these companies are typically more volatile than the overall stock market. For Hold rated stocks with an average stock price
consistently below $10, the expected total return (price appreciation plus yield) is plus or minus 20% within a l2-month period. For Underperform
rated stocks with an average stock price consistently below $10, the expected total return (price appreciation plusyield) is minus 20% within a.l2-
month period.
NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/
or lefferies policies.

CS - Coverage Suspended. lefferies has suspended coverage of this company.
NC - Not covered. Jefferies does not cover this company.
Restricted - Describes issuers where, in conjunction with jefferies engagement in certain transactions, company policy or applicable securities
regulations prohibit certain types of communications, including investment recommendations,
Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on
the investment merits of the company are provided.

Valuation Methodology
lefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total
return overthe next 12 months. The pricetargets are based on several methodologies, which may include, butare not restricted to, analyses of market
risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/9 PE/growth, P/CF,
P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

iefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 12 month period. Stock selection
is based on fundamental analysis and may take into account other factors such as analyst conviction, differentiated analysis, a favorable risk/reward
ratio and investment themes that iefferies analysts are recommending. Jefferies Franchise Picks will include only Buy rated stocks and the number
can vary depending on analyst recommendations for inclusion, Stocks will be added as new opportunities arise and removed when the reason for
inclusion changes, the stock has met its desired return, if it is no longer rated Buy and/or if it underperforms the S&P by l5% or more since inclusion.
Franchise Picks are not intended to represent a recommended portfolio of stocks and is not sector based, but we may note where we believe a Pick
falls within an investment stvle such as qrowth or value.

page 2 ol 5

Please see important disclosure information on pages 2 - 5 of this report.

Chrlstopher Sighlno!fi, CFA, Equity Analyst, (212) 7O7-6420, csighino@jefferies.com ::::=
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Risk which may impede the achieyement of our Price Target
This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the
financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based
upon their specific investment objectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of
the financial instruments recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and
income from, any of the financial instruments mentioned in this report can rise as well as fall and may be affected by changes in economic, financial
and political factors. lf a financial instrument is denominated in a currency other than the investor's home currency, a change in exchange rates may
adversely affect the price of, value of, or income derived from the financial instrument described in this report. In addition, investors in securities such

as ADRs, whose values are affected by the currency of the underlying security, effectively assume currency risk.

Distribution of Ratings

Rating Gount
lB Serv./Past 12 Mos.

-

Percent Count Percent

BUY
HOLD
UNDERPERFORM

page 3 of 5

Please see important disclosure information on pages 2 - 5 of this report.

Christopher Sighlnolff, (FA, Equity Analyst, (21 2) 707-6420, csighino@jefferies.co6 ' --'-

1 008
781
444

52.23%
4O.47o/o

7 31o/o

263 26.09%
139 17 .800/0

6 4 26o/r
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Other lmportant Disclosures

lefferies Equity Research refers to research reports produced by analysts employed by one of the following lefferies Croup LLC ("lefferies") group
companres:

United States: lefferies LLC which is an SEC registered firm and a member of FINRA.

Unlted Klngdom: Jefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in England and
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rates could have adverse effects on the value or price of, or income derived from, certain investments. This report has been prepared independently of
any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of securities. None
of lefferies, any of its affiliates or its research analysts has any authority whatsoever to make any representations or warranty on behalf of the issuer(s).

lefferies poliry prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior
to the publication of a research report containing such rating, recommendation or investment thesis. Any comments or statements made herein are
those of the author(s) and may differ from the views of lefferies.

This report may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor's. Reproduction
and distribution of third party content in any form is prohibited except with the prior written permission of the related third party. Third party content
providers do not guarantee the accurac, completeness, timeliness or availability of any information, including ratings, and are not responsible for
any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. Third party content
providers give no express or implied warranties, including, but not limited to, any warranties of merchantability orfitness tor a particular purpose or
use. Third party content providers shall not be liable for any direct, indirect, incidental, exemplary, compensatory punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content,
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lefferies research reports are disseminated and available primarily electronically, and, in some cases, in printed form. Electronic research is
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NiSource Inc. (BUY)

Nl - Quick Alert: 3Q14 S/tght Miss. Upper Half of Guidance Maintained

KeyBanc Capital l\4arkels Inc.
Member NYSE/FINRAJSIPC

Paul T. Ridzon: (216) 689- 0270 
-pl(jzs!@Xcyro1nJohn Barta: (216) 689- 3386 -john i_Dada@Icy.com

KEY INVESTMENT POINTS
October 29, 2014 Close: $41.62
3Q14 KBCM EPS Estimate: $0.16 (Consensus: $0 16)

2014 KBCM EPS Estimate: $1.70 (Consensus: $1.71)

2015 KBCM EPS Estimate: $1.80 (Consensus: $1.84)

3Q14 Actual Results (vs. 3Q13):

o Ongoing EPS $0.14 vs. $0.18; GAAP EPS $0 10 vs $0.'16.
o Nl excludesthe impactfrom weathervariationsfrom normal in its ongoing earnings. Results reported include roughly$0.03 of mild

weather. Additionally, the GMP number includes transaction costs for the proposed MLP spin.
o Results were below our estimate of $0 1 6 and consensus of $0.1 6 per share Relative to our estimate, it appears tax timing issues

drove a higher tax rate (43.1% vs. 32.6% in 3Q13), resulting in a $0.03 per share headwind.

Guidance: Management continues to expect 20 14 results to be in the upper half of guidance of $1 .61 - $ 1 .71 per share.

3Q Highlights:
o Growth projects remain on track in all segments under Nl's $2.2 billion 2014 capex plan.
o N I indicated that an initial non- binding open season for the Mountaineer Express pipe produced encouraging interest.
o Columbia Pipeline Group saw lower results (operating earnings of $94 4 million vs. $98.7 million) as higher revenues related to

new projects, increased royalties and higher LNG proceeds were offset by the roll- off of a gain from the sale of base gas, higher
employee costs and depreciation of new plant

o Electric operations earnings were essentially flat at $90.2 million vs. $90 5 million as revenues rose on recovery of environmental
spending and improved industrial and residential margins. The higher venues were offset by employee costs, planned outages and
higher storm activity. Cooling degree days fell7% lo 33% below normal.

r Gas Distribution operating earnings were $1 million vs. earnings loss of $0.5 million as new rates in Ohio and Massachusetts were
partially offset by higher costs.

o Corporate losses rose approximately $0.3 million primarily due to higher outside services.
o Interest expense rose $5.9 million on a higher debt balance and expiring rate swaps. Other income rose $4.5 million on transmission

rncome.

Initial Take: We expect a generally neutral response to results as the miss relative to views appears to be driven by tax timing, and
the upper half of guidance has been maintained.

9:00 a.m. ET Conference Call #: (877) 280- 4959; lD#: 20776398

We will be focused on:

o Thoughts on groMh rate.
o Incremental infrastructure investment opportunities.
o Pipeline modernization project updates.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2.3OF THIS NOTE.
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KeyBanc Capital Markets Inc. Disclosures and Gertifications
NiSource lnc. - Nl

We expect to receive or intend to seek compensation for investment banking services from NiSource Inc. within the next
three months.

During the past 12 months, NiSource Inc. has been a client of the firm or its affiliates for non- securities related services.

As of the date of this report, we make a market in NiSource Inc..

Reg AIC Certification

The research analyst(s) responsible for the preparation of this research report certifies that(1) all the views expressed in
this research report accurately reflect the research analyst's personal views about any and all ofthe subject securities or
issuers; and (2) no part of the research analyst's compensation was, is, or will be direcfly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research reporl.

Three- Year Rating and Price Tatgqt His'lpIy

created bv BlueMatrix

Rating Disclosures

Distribution of Ratings/lB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

lB S.drPast t2 lB SeryrPast 12 llo3.

Railng
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SELL IUNDI
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Rating System

BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otheruise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst's productivity, the quality of the analyst's research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm's performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.
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NiSource, Inc.
Continued Progress Within

the Northeast

Nisource reported inline resr.rlts (EPS of S0.14 vs.
MSe of $0,14) despite warmer than expected
weather and higher expenses. We look forward to
the separation of CPG and further clarity on large-
scale project developrnent within the Noftheast,
such as Mountaineer XPress.

Looking for Further Clarity on CPG, With another
solid quarter of execution under Nl's belt, focus now
turns to the execution of the planned separation of
CPG set to be completed by mid-2015. While the
unveiling of COLP and CPPL at Nl's Analyst Day in late

September was a welcome surprise and well-received
by the market, we continue to look for more clarity on

targeted dropdown pace and payout policies. As
valuation around the pro forma entity remains in flux
given limited information during the registration
process, we believe the stock could trade somewhat
range-bound until the market gets greater clarity on the
new entity's strategy. We maintain our EW rating
reaffirm our $45 price target.

Mountaineer Could Represent Significant Capital
Opportunity. Management retired strong customer
interest in their Mountaineer XPress project, which
could rival Rayne/Leach XPress from a capital cost
ooint-of view.

Results largely in-line with MSe: Columbia Pipeline
Ahead of Our Estimates. Golumbia Pipeline
operating income came in at $94.4mm vs. MSe of
$85.6mm as new growth projects came into service.
Gas Distribution reported operating income of
$1.0mm vs. MSe of $1.1mm as. Results were largely
impacted by increases in regulatory and service
programs, including the implementation of new rates in

Ohio and Massachusetts. Electric Operations
operating income was $90.2mm vs. MSe of $92.3mm
primarily due to higher industrial and residential
margins partially ofiset by increased employee/admin
costs and electric generation costs due to outages.

MORGAN STANLEY RESEARCH
NORTH AMERICA

Morgan Stanley & Co LLC Erian LaSky
Brian,ksky@mdgEnstanley 6m
+1 212761 7249

. RobertS Kad
Robert.Kad@moEandanley com
+1 212761 6385

- 
Matthew Giacobbe

, MatthewGia@bbe@morganstanley.@
'. +12127617243

Alexander H Renker
A,lexander Renker@morgEn$tanley.rom
+1 212761 46s7

Key Ratios and Statistics
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Price target
Shr price, close (Oct 30, 2014)

Mkt cap, curr (mm)

s2-Week Range

Fiscal Year ending

$45.00

942 37

$13'465

s42 37-30 66

12113 12114e 12115e 12116e

ModelWare EPS ($)

Prior Modelware EPS ($)

PIE

Consensus EPS (g)g

Div yld (%)

1.57 1.69 1.81 1.92

- 't.68 1.81 1-92

20.9 25.0 23.4 22.1

1.55 1.71 1.84 2.00

30 2.4 25 26
Unless otheMise noted, all mefics are based on Molgan Slanley lrodelwa€
framework (please se er€lanation later in this note)

S = Cons€nsus data is prcvided by Thomson ReuteE Estimates
6 = lVorgan Stanley Research estimates

; ,'1i.:. :

Morgan with
compan h, As
a resull may
have a conflicl of interest,that could afiect the . :
objectivity of Morgan Stan{ef Research. Investors ':
should consider Morgan Stanley Research as only a
single factor in making thek investment decision.

For analyst certification and other important
disclosures, referto the Disclosure Section,
located at the end of this report.
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Risk-Reward View: Strong Marcellus + Utica Midstream Potential

Morgan Stanley

NiSource (Nl, Equal-weight)

s0

0

Sou@: Thomson Reute6; Morgan Stanley Re*arch

Price Target $45

od-12 Apr-13
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-HisttulSd 
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MORGAN STANLEY RESEARCH

October 30,2014
NiSource. lnc.
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Why Equal-weight?
. Numerousmidstreamopportunities
surrounding its existing pipeline

systems in the Marcellus + Utica
provide exceptional long-term value.
. Restored earnings power at
regulated utilities segments.
. Announced separation of
midstream and utility businesses
should help value recognition with

upside in aggressive MLP/GP

scenario, but next leg of
outperformance is likely dependent on

execution and might ultimately take a
period of time to be realized.

Key Value Drivers
. Executing Marcellus + Utica

midstream projects on time and below
budget.
o Execution on its regulatory agenda
(e.9., infrastructure modernization
plan, filing rate cases, implementing
trackers / cost recovery mechanisms).
. Stable dividend growth profiles

consistent with both of Nl's core
businesses as they migrate to stand-
alone entities.

Potential Catalysts
. MLP formation adds to value of Nl

and offers further upside on projects
and acquisitions, particularly through
general partner value recognition.
. Updates to rate case settlement
approval by regulatory bodies.
. Announcement of additional
Marcellus or Utica project or
acquisition beyond those included in
guidance.

Where We Could Be Wrong
o Regulatory risks associated with

Marcellus and/or Utica drilling puts a

hold on midstream project expansions.
o Execution challenges

Bull Case

$ss
Increasing Marcellus/Utica market share and utilities
outperform; more projects, aggressive MLP/GP strategy. Nl
gains larger Appalachian market share than anticipated from new
production, fostering additional capital spend in the CPG

segment. Newly formed CPPL and COLP aggressively pursue

organic and third party growth and achieve premium resulting
valuations in stand-alone structures committed to high-payout,

high groMh strategies.

Base Case

$4s

Business separation allows better recognition of execution
on Marcellus / Utica opportunities. Nl places Marcellus/Utica
growth projects on budgetand on time. Nl's adoption of an MLP
is followed through with a periodic dropdown strategy

Bear Case

$33

Marcellus opportunities fail to materialize. Marcellus

regulation issues persist or worsen, prolonging development. The

required infrastructure projects are delayed causing Nl to push

back expansions and the stock re-rates lower given weaker
groMh profile. Nl underutilizes its MLP.
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Morgan Stanley

Exhibit 1

Nl Earnings Variance

NiSource Inc.
(amounts in 000s, except per unit)

Operaiing Revsnuee

Gas Diskibution

Gas TEnsportation and Storage

Electric

Other

Total operating revenueg

Operating Expensos

Cost of Sales

Operation and maintenanc€

Depreciation and amorlization

Other taxes

Tolal oPemtlng expenses

Equity EaminF (Los) in Uncon. Affiliates

EBIT

EBITDA

Inierest expense, net

Other income

Total other income and expen3es

Eamlngs From Cont Op€r. Bef. Inc. Taxes

Income tax (provision)

Net Income (Opsrating)

Average # of Shares Outstanding

Net Incom€ per ShaE (Operatlng)

Net Incoma per Sharc (GAAP)

Ssgmsnt Data

Ga3 Dlstrlbutlon (MMDth)

Rosidential

Commercial

lndustrial

Ofi System

Other

Gas Tmn3ml$lon & Stomge (MMltth)

Columtia Transmission

Columbia Gulf

CGsrcads Gas Pipeline

Intrasegment elimimtions

Elsctric Opemtlons (Gigawatt HouF)
ResidenUal

Commercial

lndustrial

Wholesale

Other
Sour€: Company dsts, l\4organ stanley Research

Ac{ual Aclual Al A

3013 3Q14 % chg

TIORGAN STANLEY RESEARCH

October 30, 2014
Nisour€, lnc.

MS A/E MS

3Q14E o/ochg 4Q14E

255,300 240/00 -5 8%

350,100 381,700 9.0olo

416,400 437,900 5.2Vo

61,200 77,300

1,083,000 1,137,300 50%

243,200 230,400 -5.3Vo

468,900 520,600 1'l.Oo/o

144,500 't53,000 5.9%

64,300 65,000 1.1o/o

9m,900 969,0@ 5.2%

r0,500

405,563 40.71o 969,857

298,863 27 7Yo 335,862

427,007 2.60/o 406,376

1,13,t,433 0.5Yo 1,712,094

285,466 -19.3% 638,552

474,598 9.7Vo 517,188

151,978 0.70/0 155,998

59,763 8.8% 74,919

971,805 -0.3% 1,386,657

11,156 7.60/o 12'180

170,7U 5.6% 337,617

322,762 3.3% 493,615

't7z600

317,100

(103,700) (109,600) 5.704
'15,800 9,200

(87,9f!0) (1OO,4OOI 14.20/0

84,700 79,$0 -5.7olo

27,ffiO 34,400 24.6%

57,t00 45,500 -20.3Vo

313,800 316,600 0.9o/o

12,000 14.3"/0

'f 80,300 4.50

333,300 5.10k

0.14

0.'t0

15 4 1.3%

17 5 S.oVo

1262 4.60k

7.'t -54.50k

160 9 1.60k

143_0 6.7"/0

3.2 -22-00k

(22.1) -39.5o/o

(109,100) o.5o/o

7,5@
(101,600) -1.2%

(109,600)

92@
(100,4rr0)

69,184 15,5% 257,217

23,464 46.6Vo 82,530

45,720 -0.5% 154,687

316,100 0.2% 316,600

t
t

$

$

0.18 $

0.16 $

152
162

1207

156

158.4
't 34.0

41
(36.5)

1,000 5 9't5.2 {.506
1,066.1 1,031 6 -3.2%

2,337.2 2,50/.7 7.2o/o

108.6 161 4 48.60/0

313 364 16.3%

0.'14

0. t4
0.49

0.49

15.7 -1 6Va 93.0

16.7 4.9yo 56.0

124.3 'l 50k 133.5

14 8 -i2.',tyo 12.5

(0.1) (0.0)

166.3 3.30k 350.5

134.0 6.70k 159.4

4.2 -24.20/0 4.6
(61.9) $4.3% (87 7)

'1,030.5 -11.20/0 835.3

'1,087.4 -5.1o/o 980.6

2,348.9 6.6% 2,450.9

109.'1 47.9yo 52
3f 9 14.0% 41.7

$

$
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Morgan Stanley

Exhibit 2

Nl Income Statement
NiSource Inc.
Income Statement
(amounts in thousands, except per unit data)

Net Revenues

Gas Distribution

Gas Transportation and Storage

Electric

Other

Total Net Revenues

Operating Costs

Cost of Sales

Operation and maintenance

Depreciation and amortization

Other taxes

Total Operating Costs

Equity Earnlngs (Loss) in Uncon. Affiliates

EBIT

EBITDA

Other income
Interest expense, net

Other income

lnc. from continuing operations bef inc. taxes

Income tax (provision)

Operating Net income (Loss)

Net lncome per Share (Operating)

Net Income per Share (GAAP)

Weighted Avg Diluted Units Outstanding

Dividends per share

Soure: Company data, Morgan Stanley Research

2,225,300 2,829,957

1 ,646,400 1 ,686,'162

1 ,s63,200 1,691,376

224,400 271,000

5,659,300 6,478,494

'1,815,500 2,301,952

1,873,900 2,072,088

577,300 606,798

300,600 296,919

4,567,300 5,277,757

(414,800)

42,600

755,700

261,800

493,900

$1.57

$1.s6

313,600

0.99

(437,400) (530,650)

30,400 36,800

838,817 885,089

302,630 312,596

536,187 572,493

GAS-ROR-O1O
Attachment C

36 of 59

$2.05

$2.05

MORGAN STANLEY RESEARCH

October 30, 2014
Nisoure, Inc.

35,900

1,127,900

45,080

1,245,817

1,705,200 1,852,615 2,021,836

3,592,351 3,956,138 4,356,885

1 ,471 ,176 1 ,724,978 1 ,944,212

1,790,867 1,874,020 1,935,239

6,854,394 7,555,136 8,236,336

2,365,379 2,615,126 2,818,335

2J98,302 2,441,221 2,690,390

642,898 677,813 716,843

318,700 339,123 371,218

5,525,279 6,073,283 6,596,786

49,823 51,080 52,368

1,378,938 1,532,932 1,691,918

2,210,745 2,408,762

(62s,61s) (723,9511

36,800 36,800

944,117 't,004,767

336,692 356,469

607,424 648,298

$1.69

$1.68

316,600

1.03

$1.81

$1.81

316,600

107

$1.92

$1.92

316.600 316.600

116111
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E$ibir 3

Nl Balance Sheet
Balance Sheet
(amounts in thousands, except per unit data)

ASSETS

Cash and cash equivalents

Restricted esh
A@ounts receivable

ln@me tax receivable

Gas inventory

Regulatory assets

Other

Total Curent Assets

Net Propefty, Plant and Equlpment

Unconsolidated afiiliates

Oiher investhents

Prlce risk management assets

Regulatory assets

G@dwill

Intangiblg assets

Detered charges, PostFtiremen, other

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Cur6nt portion of long-term debt

Short-tem botrowings

Accounts payable

Dividends payable

Customer depcits and credits

Taxes accrued

lnterest accrued

Prica risk management llabilitigs

Exchange gas payable

Deterred revenue

Regulatory liabiliti6
A@ liab for post+tirement / -employment benefits

Oher a@ruals

TotBl Curent Liabilities

Long-tem debl, excl amounts due within one year

Pnce risk management liabilities

Defatred income tares

Oefered inc. td6, credits, othsr

Acc liability for post-retiremenu-employment benefi ts

Rggulatory liabilities and othsr rsmoval costs

Asset retirement obligations

Othgr noncutrenl liabilities

Toial Other Liabiliti€ and Def€rred Credits

Common stock
Additional paid-in capital

Retaingd eamings

Treesury st@k

Accumulated other comprehgnsivs loss

Tolal Common stockholders' Equity

TOTAL CAPITALZATION & LIABILITIES

CONSOLIDATED DEBT METRICS

AveEge Total Debt

Average Net Debt

Net Debt/ Total B@k Capitalization

Average DebU EBITDA

Average Interest Rate
Sou@: Company data, Morgan Stanley Research
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2014E 2015E 2016E 2017E

26,800 89,131

8,000 9,800

1,005,800 9s6,896

5,100

354,600 55,983

142,800 188,100

330,600 320,900

2,159,200 1,992,910

14,36s,100 t6,10r,902

373,700 437,100

204,000 201,900

1 ,522,200 1,454,100

3,666,200 3,666,200

275,700 270,200

87,300 85,000

22,653,900 21,209,312

542,100 530,000

698,700 1.101,100

619,000 789,557

- 82,000

262,600 241,700

254,800 216,100
'136,400 142,OOO

1,400

186,400 '139,200

18,500 8,700

60,200 88,700

6,200 6,200

327,600 347,400

3,175,100 3,761,357

7,593,200 8,240,600

300

3,277,800 3,47',1.900

'129,900 143,300

s27,500 466.100
'1,669,800 1,673,900

174,400 178,000

216,000 224,300

13,568,900 1i|,398,,100

3,200 3,200

4,690,100 4,7U,700
.1,285,500 1,412,155

(43,600) (41,400)

(4E,600) (58,800)

5,886,600 6,0/19,855

22,653,900 24,209,312

272,382 226,761 339.850

9,800 9,800 9,800

981,473'1,'177,122 1,233,414

58,393 202,149 119,094

188,'100 188,100 188,100

320,900 320,900 320,900

2,203,148 2,496,931 2,583,258

17,459,004 18,781,190 20,061,U7

437,100 437,100 437,100

201,900 201,900 201,900

1,454,100 1,454,100'1,454,100
3,666,200 3,666,200 3,666,200

270,200 270,200 270,200

85,000 85,000 85.000

25,776,652 27,392,622 28,762,105

530,000 530,000 530,000

1,101,'100 1,101,100 1,101,100

423,U6 884,800 972,800

82,000 82,000 82,000

241,700 241,700 241,700

216,100 216,'100 2t6,100

142,000 142,OOO 142,OO0

1 39,200 1 39,200 1 39,200

8,700 8,700 8,700

88,700 88,700 88,700

6,200 6,200 6,200

u7,400 347,400 347,400

3,795,346 3,856,600 3,9i14,600

9,540,600 10,840,600 1'1,840,600

3,47't,900 3,471,900 3,471,900

143,300 143,300 143,300

466,'100 466,100 466,100

1,673,900 t,673,900 I,673,900

1 78,000 1 78,000 1 78,000

224,300 224,300 224,300

15,698,100 16,998,100 17,998,100

3,200 3,200 3,200

4,734,700 4,734,700 4,734,700

1,645,505 1,900,222 2,'181,70s

(4 I,400) (41,400) (4 1,4oo)

(s8,800) (58,800) (58,800)

6,283,205 6,537,922 6,819,405

25,776,652 27,3s2,62'j2 28,762,10s

8,468,600 9,352,850 10,521,700 11,a21,700 12,971,700

8,437.050 9,294,8A4 10,340,943 11,572,129 12,688,395

s9 60/0 60 9% 6260/0 64 40/o 65 sol"

50x 50x 52x 53x 54x
49v. 47v. s.Ooh s3% 56./.
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Exhibii 4

Nl Cash Flow Statemenl
Cash Flow Statement
(amounts in thousands, except per unit data)

Cash from Operatlng Activitles
Net lncome

Debt: Gain Early Extinguishment / Amort Disc-+Premium

Depreciation and Amortization

Net Changes in Price Risk Mgmt A / L

Deferred: Inc Tax/Credits; Revenues

Stock Compensation Expense

Loss/(Gain) on Asset Sales / lmpairments / Disc Opts

Income from Unconsolidated Atfi liates

Disc. Operations: Loss/(Gain) on Disposition

AFUDC Equity

Dist. of Eamings Received from Equity Investee

Other

Changes in AsseG and Liabilities:
Net cash from operatlng actlvitles

Cash from Investlng Activities
Capital Expenditures

Insurance Recoveries

Proceeds from Disposition of Assets

Restricted Cash Deposits (Bonowngs)

Contributions to Equity Investments

Other Investing Activities

Net cash from investing activities

Cash from Financlng Activities
lssuance of Long-Term Debt

RetiremenURepurchase of Long-Term Debt

Change in Short-Term Bonowings, Net

lssuance of Common Stock

Acquisition of Treasury Stock

Dividends Paid - Common Stock

Other

Net cash from financlng activltles

Net change in cash

Cash at beginning of perlod

Cash at end of perlod
Sour@: Company data, Morgan Stanley Research

MORGAN STANLEY RESEARCH
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2014E 2015E 2016E 2017E

532,100 530,587 572,493

9,400

577,300 606,798 642,898

2,600 1,400

280,200 188,400

50,700 27,900

(17,500) (16,400)

(35,700) (20,600)

(41,200) s00

(18,500) (e,200)

32,100 12,900

10,000 4,100

55,300 282,478 7,002

1,436,800 1.608,863 1,222,393

(1,87e,e00) (2,175,000)

6,400 6,800

18,000 6,200

38,700 (1,800)

(125,4001 (54,800)

50,800 (1,100)

(1,8er,400) (2,21e,7001

607,424 648,298

677,813 716,843

(278,1521 114,764

1,007,086 1,479,905

(2,000,000) (2,000,000) (2,000,000)

(2,000,000) (2,@0,000) (2,000,000)

1,307,600 600,000 1,300,000

(510,900) (13,300)

(78,100) 402,400

43,700 16,100

(8,100) (10,200)

(305,900) (32't,8321 (339,142)

(3,200)

445,100 673,168 960,858

1,300,000 1,000,000

(352,708) (366,816)

s47,292 633,184

183,25',t (45,6221 113,089

89,131 272,382 226,761

272,382 226,761 339,850

(e,500)

36,300

26,800

62,331

26,800

89.131
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Exhibit 5

Nl Operating Data
OpeEting Data

GAS DISTRIBUNON

Sales and Transportatlon (MMDth):

Residential

Commercial

lndustrial

Off System

Other

Total Sales and Transports

Weather Adjustment

Sales and TEnsport Vols - Excluding Wealher

y/y change

Sal6 Price ($ / Dth)

y/y change

COGS Price ($ / Dth)

y/y cnange

GrGs Margin ($ / Dth)

y/y change

COLUMBIA PIPELINE GROUP

Throughput (MMDth):

Columbia Transmission

Columbia Gulf

Crcssroads Gas Pipeline

Total throughput
Intrasegment eliminations

Total thirdfarty throughput
y/y change

Tariff ($ / Dth)

yly change

ELECTRIC OPERATIONS

Sales (Gigawalt Hours):

Residential

Commercial

lndustrial

Wholesale

Other

Total sales

Weather Adjustment

Total sales volumes - AdJ. for weather impacts

y0 change

Revenue ($ / Gigaffitt hour)

y/y change

COGS ($ / Gigawatt hour)

y/y change

Grcss l\.4argin ($ / Gigawatt hour)

y/y cnange

Sou@: Compoy data, Morgan St€nley Rgsearch
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2013

272.3

't72.9

494.5

70.4

0.4

1,010.5

(3.4)

1,007.1

26%

$3 03

89%

$1.41

18,1%

$1 62

19%

1,'124.6

643.0

16.9

1,784.5

(239.4',

1,545.1

-2 4%

$0.50

10.004

2014E

299 I
'191 0

5'18 2

481
(0 1)

1,057.1

(33.8)

't,023.3

16%

$3 46

14 2%

$1 76

24 8%

$1 71

5.@A

1,165.1

632.7

170
1,814.9

(1 e3 0)

1,621.9

50%

$0.50

4 60/6

2015E

290.4
'190.7

544.1

49.1

(0 1)

1,O74.1

(4.0)

1,070.'l

46%

$3,36

-3 1%

$1,63

-7.2%

$1.73

1j%

1,2U.8
672.6

't7.9

1,925.3

(285.1 )

1,640.3

1 10k

$0.52

4 40/o

$3.52

5.0%

$1.74

6.9%

$1.78

3.2%

$0.55

5.2%

$3.70

5.0%

$1 82

41%

$1 89

5.9%

2fi6e 2017E

304 I 3202
200.2 210 2

571.3 599 I
500 510
(0 1) (o 1)

1,126.3 1,'t81.1

(4 0) (4.0)

1,122.3 1,17f .1

4 9% 4.9%

'1,296 6 '1,361.4

706 3 74'l 6

18 8 197
2,021.6 2,122.7

(260 4) (27't 0l

1,761.3 t,851.7

7.4% 51%

3,444.7 3,439 9

3,881.9 3,9'12 6

9,339.7 10,018.5

669,7 490 5

132.0 146.4

17,.168.0 18,007.8

(2.4\ 79 3

17,465.6 18,087.r

3.60k 36%

$0.56
3.004

3,611 9 3,792 s 3,868 4

3,990 8 4,070 6 4,111 3

10,319.0 10,525 4 10,630 7

500.3 510.3 520 5

150.8 155 3 160 0

18,572,8 19,054.1 19,290.8

$,572,8 19,054.1 19,290.8

2.7% 2.6% 12%

$96.42 $98.35 $100.32

3.0% 2 Ook 2.00/6

$33 32

-0.E%

$63,10

52%

s34 47 $3s 29

3A% 24%

$63.89 $65.03

1.2% 1 8%

$89.59

0.5%

$31.07

5.0%

ucu oJ

-1 60/o

$93.57
44%

$33 59

I 10k

$59 99

25%
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Exhibit 6

Nl Sum of Parts Analysis
Nlsoure, InG

NI

Gs Tnnsmlsslon & SbEgo 14,78 l6.6il

Elccklc Utjlity 3,692 11.66

vlu ......- _ l-*2!,3lgl _ l!9
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(e,2es) (a.38'

lnterest

Tax Rate

Not lncome

Foilard multiplE

Equltyvalw
Oebt

EnGrDds El6

l1 36

35%

$253

16 0x

-86tsT....."1"2":918

16,169

DDp{wn P@eds,
MLP GP Value

MLP LP Value

Entarprl* Elu.

lnterest

Tax Rate

Net ln@me

Fomd multipl€

EqultyElre
Debt

Enterprl* Elur

eanoAemkddd::-#' ;:gl;i.,.,. l.li+Ti
GaB Disbibutiq
Gas TEnsmissi0 & Stqege
Bstic Ulility

Con3olldated

Intgrest Expens€ (20'15)

Tax Rate (m15)
Inccmental Funding Obligatiq (drcpdM p€nod)

SouG: Company Dab, tuloEan Slanley R€srch

$7S

35%

$155
15.5x

---Ero-d$1,286

f9,c92

t75/. 37"ft

t6&t 34%

_____-ts70_2.0{"
,2,O1f

531

35%

t917
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Exhibit 7

Nl New Stand-Alone Entities Comparable Metrics
PGFma Nd &bt n,ryJJl
Prc-Fomashar6 3166

173r l61x 229x 2OOx 3A% 41L 9O'/" A2'/t 76%
14 3r t:i 0x 17 7x 15 5: 47% 5 5% 17 3% 16 0% 150%
16 2x 147x 21 3\ 1a7t 42nh 4a% 126qo 11 7'h 1oa%

095 12!

15 ilx
15 5K

16 0r
16 5x

13 5x

14 5x
15 0x
15 5Y

10 I)x
!C 5x
22k
23 5i
25 At

4 t5.
4 50%
4 25%
4 0n4/,

3 75%

5 25%
5 qoy,

4 75%
a 50va
4 ?5%

1O 5r
18 0r
13 5r
21 Ot
22 s\

Gas LDC Group Median

*n

R€gul.td Utilites Grcup M€dian

llfilp':i.it:: (.iV.,,.: ;-:.1

15 Or
15 5x
16 0r
l6 5r
17.0r

&: Viii

15 Cr
15 5t
16 0x
16 5x
17 0\

14 5'
15 Cr
15 5x
t6u
16 5x

14 5|
i5 Ox

!5 5x
!5 0x
16 5x

15 0:
15 5x
lC 0x
l6 5x
17 oi

14 Ot
14.5,
15fr
15.5r
16.0x

14 5<

15 Ox

15 5r
16 0r

14 5x
l5 Cx

15 5x
16 0x
l6 5x

13 Or
13 5,
14h
1! 5t
15 0r

13 0x
13 5I
14 Cx
14 5x
l5 Ox

...v.t

,3 5x

'4 5r
r50x

Sourcsr Company Dala, Morgan Slanley Research

-3srn Fr3-rc] fr3-ru] | $3-t&-l T $3ss I f-$44$l
I s1.6rl | $a1.a8l | $3sil1 | $4t.161 | $41.331 | e48.231

| $43.26 1 | s3.28 1 | 941 76 I I s3.84 1 | $€.bl | $48.48 
1

I ws2l | 545.08 1 | 143.88 1 | $16.12 I I s45.3sl | 5s.s2 l
| $46.$l | $46881 | t460ol | $48.5e1 | s4l.631 | 953.601

s43 26 $4328 $41 76 S43 il $43 42 048 67

9
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Morgan Stantey

Valuation Methodology & Risks

Asseis in an MLP have typically traded at a premium to C-
Corps. MLPs have traded at higher valuations than would
similar assets in a corporate structure due to: 1) their tax
efficiency (no federal taxes) and 2) the premium investors
tend to place on yield These two factors have typically
produced: 3) a lower cost of capital, which can facilitate a
potentially faster growth rate.

Interest rates are not the driver. Although MLPs have
benefited from declining interest rates, so have other asset
classes. We believe that gains in MLP stocks are a function
of their ability to grow cash flows, not just their current yield.

The key value proposition is total return (growing cash flow
yield + s1s61 price appreciation). We find a statistically
insignificant conelation between bond and MLP prices. Several
periods of rate increases (1994, 1999, 2004) are conelated with
poor performance, but there is little day{oday link.

Distribution discount models (DDM) and implied yield
targets. We use a 1o-year distribution discount model to
arrive at our price targets along with our implied yield target
for each individual MLP as we view long{erm cash flow
stability and growth as the true measure of an MLP stock's
value.

Yield spread. Despite historical day{o-day insignificance, we
think this is worth looking at as a check on valuation. Overall,
yields tend to revert to their mean, and even if we have
modest yield compression, significant share price upside is
possible.

Multiples provide valuation check. While we generally
think it is difficult to target an EV (enterprise value) / EBITDA
or P / DCF (distributable cash flow) multiple for an MLP stock,
we think it certainly provides a gauge as to the stock's
valuation. Currently, MLP multiples are near their historical
average over time and we believe this provides another metric
of valuation support along with looking at the high yield

spreads and distribution growth.

Relative (historical) valuation measures support MLPs.
The primary argument against improving valuation is weak
relative performance in a rising interest rate environmenl
While we believe that the relationship to Treasury yields will
become less relevant over time, using traditional dividend
yield analysis, and the MLP index dividend yield spread to
Treasury MLPs appear undervalued. Valuation supports
MLPs relative to peers. Pipeline MLPs ofier organic growth in
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a rising petroleum demand environment that requires
infrastructure development. When we compare MLPs to
comparable income asset classes - utilities and REITs -
the valuation disconnect is unwarranted, in our opinion, as the
pipeline MLPs offer twice the implied return of REITs and
utilities.

Distribution growth is predicated on energy
fundamentals. The United States is short on critical energy
infrastructure, much of which has scarcity/franchise value, in

our view, and this should drive a number of expansion
projects for MLPs over the next five years. This scarcity is
apparent, given the age of most US energy infrastructure
assets (many were constructed during or shortly after World
War ll), combined with approximalely 1.5-2.0o/o demand
growth for oil, natural gas, and refined products, along with
changing sources of supply for natural gas - deepwater Gulf
of Mexico, the US Rockies, and liquefied natural gas (LNG)
versus more traditional, conventional sources of supply.

Access to capital markets is of particular importance in
this space. Given that MLPs pay out a majority of their free
cash flow to unitholders each quarter, growth is funded largely
through ongoing debt and equity capital raises, To the extent
MLPs are unable to raise financing on favorable terms,
organic capital spending budgets and third party acquisitions
will likely be delayed or forgone. A prolonged period of limited
capital market access could place downward pressure on unit
prices if investors are concerned that distribution growth could
be limited for a significant amount of time.

lnvestment concems. The risks to our thesis include
economic growth and demand, alternative energy programs,
legislative items including tax reform and easing of product
restrictions for natural gas and refined products, as well as a
return to Treasury yield valuation and infrastructure reliability.

Increased institutional ownership would likely create a
revaluation of the sector, as new money would flood the
current market. Our analysis is based on the current capital
markets and economic outlook, with our Overweight names
likely to outperform with or without institutional equity.

rghulen nisorLutrc'e"oorn Ranrdy HLulen 10rc1nM 11:29:51 PIM l,lisoLunrae Coryonate Senviaes Go"
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Morgan Stanley

Glossary of MLP Terms

Cash Available (distributable cash flow or "DCF"): This is

calculated as net income plus depreciation and other non-
cash items, less maintenance capital expenditure
requirements.

Cash Distributed (distributions): Quarterly dividend
payments made to limited partner (LP) and general partner
(GP) investors. These amounts are set by the GP and are
supported by an MLP's operating cash flows.

Distribution Goverage Ratio: Calculated as cash available
to limited partners divided by cash distributed to limited
partners. lt gives an indication of an MLP's ability to make
dividend payments to limited partner investors from operating
cash flows. MLPs with a coverage ratio of in excess of 1,0

times are able to meet their dividend payments without
extemal financing.

Yield or Distribution Yield: Yield or distribution yield as

referenced in this report are defined as most recent
distribution declared, annualized, and then divided by the
current market price. lt may consist of short-term capital
gains, long-term capital gains, and/or return of capital.

General Partner (GP): Corporate sponsor, management
team, or financial investor that typically owns a 2% interest in
the MLP. Through this 2% interest, the GP has the
responsibility for the operations and maintenance of the MLP

and the authority to make decisions. To align the interests of
the GP with the limited partners, MLPs have an incentive
distribution schedule that rewards the GP for increasing the
cash distributions to the limited partners.

Incentive Distribution Rights (lDRs): Increases in cash

distributions entitle the GP to a higher percentage of the
incremental distributed cash flows. These per unit target
levels are set out specifically in the MLP agreement and give
the GP a larger percentage of the incremental dollars (in

many cases upwards of 50% of incremental cash payouts).
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Limited Partner (LP): Owners of the limited partner units that
are entitled to receive the majority of the cash flows generated
by the partnership through a quarterly distribution. LPs
typically cannot participate in making decisions regarding the
operation of the MLP unless they secure a definitive majority
(e.9., 66%, but it can vary) in a proxy vote.

K-l Statement: This is the form that an MLP investor
receives each year from the partnerships that shows the
investor's share of the partnership's income, gain, loss,

deductions, and credits. The K-1 is similar to a Form 1099

that is received from a corporation. The investor will pay tax
on the portion of net income that is allocated at his or her
individual tax rate.

Publicly Traded Partnership (PTP): a master limited
partnership (MLP) or a limited liability company that has

chosen to be taxed as a partnership, which is publicly traded.
There are roughly 75 publicly traded partnerships and the
majority is involved in energy-related activities. Energy
related PTP's comprise approximately 85% of total PTP

market cap, with REITs making up the majority of the 15%

balance.

Qualifying Income: In order to be taxed as a partnership, 90
percent of a PTP's income must be "qualifying income' every
year that it is a publicly traded paftnership. Qualifying income
can include 1) interest 2) dividends 3) real property rents 4)
gains from the sale or other disposition of real estate 5)
income and gains from the exploration, development, mining,

or production, processing, refining, transportation, or
marketing of any mineral or natural resource 6) Any gain from
selling or disposing of a capital asset held for the production
of any of the types of income in numbers 1-5 7) Income and
gains from commodities, if buying and selling commodities is

the PTP's principal activity 8) Any income that would be
qualifying income for a regulated investment company (RlC)
or real estate investment trust (REIT).

nghrurlen@nisour@"conRr Randy Hurlen 1Urc1fi4 ffi""2!J""51 AFd 0:.1[sorunc.e Gorryo,rate Serviacs Go"
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Disclosure Section
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ecurities discussed in this reoort are accuratelv expressed and
hange for expressing specifid recommendations oi views in

earch analysts.

GlobalRes Policv
Morgan Stanley nce witliour conflicl management policy, which is available at
www.morgansla toes.

ies
of common eouitv securities of the followino comoanies
rs LP, Kinder Morgan Energy Partners LP, Kindei Morgan Inc.,

blic offerino (or 144A otferino) of securities of CenterPoint Enerov. Inc.
Energy Pa-rlners LP, EnLink-Midstream LLC, Kinder Morgan EnErgy

ment bankinq services from CenterPoint Energy, Inc, Cheniere
LP, EnLink Midstream LLC, Kinder Morgan Ei6rgy Partners LP,

on of Moroan Stanlev Research have received comoensation
stock picking, competitive factors, firm revenues arid overall

gulations in non-US jurisdictions.

STOCK RATINGS

Global Stock Ratings Distribution

N1ililir.i! 3iAt;l.EY Morgan Stanley Modelware is a proprietary analltic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting
regulations, For example, ModelWare EPS adjusts for one-time events, capitalizes operating
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO
basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.

l@1 Modetware
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For disclosure purposes only (in accordance with NASD and lt
alonaside our ratinqs of
stoc[s we cover. Oierr,r

) and l. rclude the cateqory headinos of Buv. Hold. and Sell
Rated Stanlev does -not-assion r5tinos of Buv. Hold or Sell to the
and UndeMeight are not the equivalent bf buy, hold, ant sell b-ut represent recommended

;;|a1;;.;'€.i.,gtiti"gJi#ij.jEii,iituiib"i"i,ii..iijiiil.ti'ea;|ab'y;;ii'ji#;;i,.'ij;;#;rjJnijbiLrri6ignt'-dU;;.;s-ipCi;
recommendation] w'e correspond Equal-uieight and NolRated io hold and Undenveight tb sell recommEndations, respectively.

Coverage Universe Investment Banking Clients (lBC)

Yo ot % of% of Rating
Stock Rating Category Count Total Count Total IBC Category

Overweight/Buy 1113 35% 353 40% 32lo
Equal-weighUHold 1390 4% 410 47% 29lo
Not-Rated/Hold 109 3% 21 2% 19%
UnderweighUSell 575 '18% 96 11% 17%
Totaf 3,187 880

Data include common stock and ADRs cunently assigned ratings. Investment Banking Clienls are companies from whom Morgan Stanley received
investmenl banking compensation in the last 12 mont'hs.

total retum of the analyst's industry (or industry team's) coverage

average total return of the analyst's industry (or industry team's) coverage

the stock's total retum relative to the averaoe total return of the
is, over the next 12-1 I months.

ge total return of the analyst's industry (or industry team's) coverage

rgan Stanley Research is 'l2 to 18 months.

Analyst lndustry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the nexl 12-1 I months to be attractive vs, the
relevant broad market benchmark. as indicated below.
In-Line (l): The analyst expects the performance of his or her industry coverage universe over the next 1 2-1 I months to be in line with the relevant
broad nid*et benchinark. as indicaied below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant
broad ma*et benchmark. as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country'index or MSCI sub+egional index or MSCI AC Asia Pacific ex Japan Index.

Stock Price, Price Target and Rating History (See Rating Definitions)

t-g",tl=-r l.r.i:oLU:ae,e.",nrJ Pandy HLulen 1Ut3^il'i)4 11:2t):5;1 A,lu{ l,tlisoLLlrae Gorponate Senvtc,es Go,.
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isclGures, you may refer to w.morganstanley-@r/researchdisclcures,
Each Morgan Stanley Equity Resarch report is reviewed and apprcwd on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by the
same peEon who reviews the Equity Research report on behalf of Morgan Stanley. This @uld create a @nflict of interest.

Other lmportant Disclosures
Morgan Stanlet & Co. International PLC and its affiliates have a significant financial interest in the debt securities of CenterPoint Energy, Inc, Enbridge Energy Partne6
LP, EnLink Midltream LLC, Kinder Morgan Energy Partne6 LP, Kinder l\4organ Inc., NiSource, Inc., Oneok Inc., SemGroup Co-rp, Williams Compaliies, Inc.
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advi€ within the meaning
of Section 975 of the Dodd-Frank Wall Street Refom and Consumer Protection Act.
Morgan Stanley produces an equity research product elled a "Tactical ldea." Views contained in a "Tactical ldea" on a parti ry to the
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, meth or other factors
For all research available on a particular stock, please contact your sales representative or go to Matrix at http://www.morga
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not access our research.
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of future perfomane are based on assumptions hat may not be realized. lf provided, and unless otheilise stated, the closing price on the cover page is that of he
primary exchange for the subject company's securities/instruments.

The fixed income research ensation
based uoon various factoF markets
profitabiiity or revenues), cl to investment
banking or capital markets
The "lmportant US Reoulatorv Disclosures " section ley owns 1%
or more of a class of c-ommoi eouiw securi For all ot ave an
investment of less than 1% in seburities/ins of secufl discussed in
l\4organ Stanley Research, Employees of lvlorgan Stanley not involved in the instruments or
deriiatives of s'ecurities/lnstrunienis of companies menti6ned and may trade rivatives may
be issued by Morgan Stanley or associated peFons.

use reliable,
lvlorgan

L"illiil"
oersonner.
l\4organ Stanley Research personnel may.participate in company eve-nts such as site visits and are generally prohibited frcm accepting payment by the company of
associated expenses unless pre-apprcved by authorized members of Research management.

N4organ Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report
h infmation is for
Stanley Research
on
to tEde in such

esi/instruments. To our readers in Hong Kong: Infomation is distlibuted in Hong
Kong by and on behalf ol and is attributable to, Morgan Stanley Asia Limited as part of its regulated activities in Hong Kong. lf you have any queris @neming Morgan
Stanley Research, please contact @r Hong Kong sales reprGentratives.

Morgan Stanley is not in@rporated under PRC law and the research in relation to this eport is conducled outside the PRC. Morgan Stanley Res€rch does not
constitute an offer to sell or the solicilation of an offer to buy any sedriti6 in the PRC. PRC investoF shall have the relevant qualiftcations to invest in such s*urities
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The information in l\4organ Stanley Research is being communicated by Morgan Stanley & Co. Intemational plc (QFC Branch), regulated by the Qatar Financial Centre
Regulatory Authority (tFe AFCRA), and is directed albusiness custom6re an-d market c-ounterparties only and is not intended for Retail Cuatomers as defined by the
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Industry Coverage:Diversified Natural Gas

Conpany (Ticker) Rating (as o0Prie- (10/30/2014)

Brian Lasky
CenterPoint Energy, Inc (CNP.N)

Cheniere Energy Inc. (LNG.A)

Cheniere Energy Partr)es L.P
Holdings (CQH A)
EnLink Midstream LLC (ENLC N)

Enbridge Energy Partnere LP
(EEP.N)
Enbridge Energy Partne6 LP
(EEO.N)
Kinder Morgan Energy Parhe6 LP
(KMR.N)
Kinder Morgan Energy Partrle6 LP
(KMP.N)

Kinder Morgan Inc (KMl.N)
Nisource, Inc. (Nl N)

Oneok Inc. (OKE N)

Semcroup Corp (SEMG N)
Specha Energy Corp (SE N)

Williams Companies, Inc (WMB N)

E (06/09/2014)

o (06/09/2014)

E (06/09/2014)

E (06/09/2014)
u (09t1ot2o12l

u (12117t2O13)

E- (06/09/2014)

E (O8t14t2O't4l

E (06/09/2014)
E (06/09/2014)
o (06/0s/2014)

o (06/09/2014)

E (06/09/2014)
o (06/09/2014)

$24.41
$73.75

$24

c2a

$36.43

$3s.48

$94.92

$93 96

$38.54
$4237
$58.67

$76.8
$38.83

St@k Ratings are subject to change Pleas€ se6 latest re*arch tor each @mpany
* Histori€l prices are nd split adjusted-

@ 2014 Morgan Stanley
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lasl Price Fai] Value
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Consider Buy Consider Sell Uncertaitrty
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EcononicMoatil itoatTretrdil Stewardship

Narrow Stable Standard

Morningstar Credit Bating Industry Group

BBB Utilities - Reoulated

NiSource Beaffirms Earnings Guidance; Mountaineer XPress

Pipeline Could Be $1 Billion Investment

Charles Fishman, CFA

Stock Analyst

charles lishman@m0rningstarcom

312{9F6523

The pnmary analysr coverinq this c0mpany

does not own ts stock

Fesearch as of 31 Oct 2014

Estimates as of31 Jul 2014

Pncing data through 30 ocl 7014

Baling updated as of 30 ocl 2014

Cu(encv amounts ex0ressed with'$'are in

lJ S dollars {USD) unless otheNise denoted

Analyst Note

Analyst Note 31 Oct 2014

We are reaffirming our narrow moat and stable moat trend

ratings and $32 fair value estimate after NiSource reported

third-quarter operating earnings per share of $0.14 versus

$0.18 in the same period last year. Management reiterated

its expectation that 20 1 4 operating earn ings wou ld probably

be in the upper half of the guidance range of $1.61-$1.71

per share. 0ur EPS estimate of $1.70 is unchanged.

NiSource indicated that the planned NiSource/Columbia

Pipeline Group separation is on track for completion in

mid-2015. Columbia Pipeline Partners, the new master

limited partnership, f iled its regisvatlon statement with the

Securities and Fxchange Commission on Sept. 79.

The only new project NiSource discussed was the

MountaineerXPress, potentially a $1 bil lion pipeline serving

Marcellus and Utica gas shippers. lf constructed, the 750

nncfld- 25 bcf/d pipeline would provide incremental

capacity from Noble County, 0hio, via the Leach Xpress

header. NiSource management said it was encouraged by

the strong interest following the nonbinding open season

for the project and is cunently refining the project scope

Management declined to provide a range of the investment,

but indicated it could be similar in size to the WB XPress

{$870 million) and the Bayne/Leach XPress ($1.75 billion).

Vital Statistics

Market Cap (IJSD lMil)

52-Week Hlgh (USD)

52-Week Low (USD)

52-Week Total Beturn o/o

YTD Total Return %

Last Fiscal Year End

5-Yr Fomard Revenue CAGB 016

5-Yr Forward EPS CAGR %

Price/Fa r Value

Valuation Summary and Forecasts

F scal Year: 2012 2013

Price/Earnings 17 0 20.8

EV/EBITDA 9 9 11,2

EV/EB|T 152 17 0

Free Cash Flow Yield % -3 0 -4 4

DividendYield% 35 3.0

Financial Summary ond Forecasts (USD l\,4i1)

13,360

42 45

30 65

36.9

37.0

31 Dec 2013

11

77

tJt

20141E) 201518)

24 I 23.2

11,9 tAg

17.5 16 0

-42 -41

2.4 2.6

Bevenue

Bevenue YoY %

EEIT

EElT YoY %

Net Income, Adjusted

Net Income YoY %

Diluted EPS

DiIUtEd EPS YOY %

Free Cash Flow

Free Cash Flow YoY o/o

Fiscal Year: 2012 2013 20l4lEl 2015lEl

5,061 5,657 6,169 6,573

-15.9 11 8 9.0 6.6

1,039 1,126 1,294 1,413

121 84 149 9.2

431 4S4 542 589

12.4 13 0 9.7 8.6

1.46 1.58 | 70 1 83

7.9 8.3 7.8 7.9

71 -379 -148 4t7

339 3 -637 2 -61 0 182 0

Hrsorical/fofecast data sources are I\4ornrngslar Estimales and may refled adlu$menN

Prolile

NiSource is one oJ the nati0n's largest natural gas distribution companies

wrth 3 4 million customers in Indiana, Kentucky, l\,4aryland, l\ilassachusetts,

0hio, Pennsylvania, and Virginia. Nisource also owns 15,000 miles oI

natural gas transmission pipeline, operates one ol the nation's largest

underground natural gas storage systems, and provides unregulated

midstream services ln the growing Marcellus and Utica shale production

area. NiSource's electric utility generates, transmils, and distributes

electriclty in northern Indiana
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42.37 uso 32.00 uso

Considor Buy Consider Sell Unconainty

22 40usD 43.20uso Medium
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Financial Summary and Forec6sts

tiscal Year Ends in December

GrMth {% YoYl

Bevenue

EBIT

EBITDA

Nel lncome

DiI!tEd EPS

Earnings Before Interest, aJter Tax

Free Cash Flow

Morn ingstar Analyst Forecasts

SYear

Hi$ CAGR

4.1

D.D

3.9

13.2

9.0

44
-237./

2011

-6.3

-0.2

-4.0

14.1

1 0.8

10.4

-88.S

2012

l5.s
12.7

9.6

12.4

7.9

4.1

33S.3

2013

118

8.4

64

130

83

-tu
-631.2

20t1

9.0

149

11.4

97
7.8

18.4

-61 0

5Yw
20t5 Prcj AGR

6.6 7.1

9.2 t0.4

9.2 9.4

8,6 98
7,9 /./
5.4 87

182.0

Pr0filability

Operating Margin %

EBITDA Margin %

Ner Margin %

Free Cash Flow Margin %

ROIC %

Adjusted R0lC %

Beturn on Assets %

R-atLrrn on Fnlritv o/n

3-Year

Hist Avg

18.6

28.7

7.9

10.0

t9
77

2011

IJ.J

24.3

6.5

0.3

7.6

tuo

t.3

60

2012

20.5

3r.6

d-o

1.4

7.5

10.2

2.0

79

2013

19.9

30.1

8.7

-6.7

69
91

93

2014

21.0

30.8

8.8

7.5

9.8

2.3

90

5 l@r
2015 P(oi. Avs

21.5 22.1

3t 5 32.2

9.0 9.3

-6.4 -3.4

7.3 7.3

9,3 92
23 24
94 97

Leve6ge

Debt/Capital

Total DebVEBITDA

EBITDA/lnterest Expense

lYear
His Avg

0.60

5.23

3.94

2011

0.61

3.88

2012

0.59

5.06

3.83

1013

060

5.1 S

4.11

20t4

0.61

5.14

4.08

5-Y@l

2015 Ptoi. Avg

0.63 0.62

5.19 5.05

4.04 4.12

Valuation Sunrnary and Forecasts
2012

Price/Fair Value

Price/Earnings

EV/EBITDA

EV/E8IT

Free Cash Flow Yield %

Dividend Yield %

1.00 1,22

17 0 208

9.9 112

152 17 0

-3.0 -4.4

3.5 3.0

2014lEl 201fl8)

24 I 23.2

n I t0.9

17.5 16.0

-4.7 4.1

2.4 2.6

Per Share

Value

-3 05

440

57 04

F mValue
(Y.l

-5.2

7,5

97,7

2013

Discounted Gash Flow valuation

Procont \/elro Qt:no I

Present Value Slage ll

Present Value Staoe lll

usD t\,4i1

-974

1,401

18.225

Totsl Fim Valu6

Cash and Equivalents

Debt

Preferred Stock

0lher Adiustments

tE,eit

70

.8,834

35

100.0 5E39

0.22

-21.65

0.1 1

Key Valuation Drivers

Cost of Equity %

Pre-Tax Cost ot Debt %

Welghted Average Cost of Capital 7o

Long-Run Tax Bate %

Stage ll EBI Growth Bate 7o

Stage ll Investment Bate %

Perpetuity Year

10.0

50

67

35.0

70

875

ta

Equity Value 9,928 31.07

Projected Diluted Shares 320

Fair Value per Share {USDt

Th€ data in fi€ table above reFesent base{ase forecasts in the company! reportrng
curflqy as of dr beginning of he cu(efr year 0u fair value estimate may differlrom ltE

Addiriomr esrimates and $e@fl6 dairabre fof dMroad d hnp://srd mminssbr.com. 
ffi1r f,,ir#tifdT:.,r,il[flr1Tr"r%rs"r,&llljfirr;*sjt 
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NiSoulce lnc Nl ;:.:r,r,:**

Last Prica

42.37 usD

Fair Value Consider Buy Consider Sell Unccrtainty

32.00 usD 22.40 usD 43 20 uso Medium

EconomicMoatil ]tloatTEndn Stewardship

Nanow Stable Standard

Morningstar Credit Rating Industry Gloup

BBB Utilities - Beoulated

Morn ingstar Analyst Forecasts

Income Statement {USD Mil)

Fiscal Yeaf Ends in December

Revenue

Forecast

2013 2014 2015

5.657 6.t69 6.573

2011 2012

6,019 5,061

Cost oJ Goods Sold 2 556 1 542 1 816 2.U4 2.129

Gross Profit

Selling, General & Administrative Expenses

0ther 0perating Expense llncomel

0ther Operating Expense (lncomel

3,{,63 35m 3E4n 4.tE 4,tU5

1,123 1,663 1.814 1.976 2.n5
295 288 301 H 30/
-15 -32 -36 45 49

Depreciation & Amortization lil reported separalely) 538 562 511 603 658

operming Income (ex charges| W 1,ts9 l,16 LA4 LlrS

Bestructuring & Other Cash Charges

lmpairment Charges {if reported separatelyl

Other Non-Cash {lncomel/Charoes

0perxing Income (incl charges)

17 -4 -18

,.84 1,4t3

Pre-Tax Income

Income Tax Expense

Other AfterTax Cash Gains (Losses)

0ther AfterTax Non-Cash Gains (Losses)

{Minority Inlerest)

(Prefened Dividendsl

751 w w

Net Income

Weighted Average Diluled Shares 0utstanding 289 300 314 319 321

Difuted Eamings Persharc l.ts 139 1.70 l.m |.ts

Adiusted Net Income 437 542 589

Diluted Ealnings Pel Sharc (Adi$redt

Dividends Per Common Share

EBITDA

Adiusted EBITI'A

135 1.46 t.58 t.m ,.8

905 1,043

418

2

1,143

415

?4

lnterest Expense 377

Interest lncome -61

513

5

465

5

3t7

526

zo

457

t0J

5895p416

49438S

0.92

1,443

1.460

094

t,ru
r,601

0.s8

1,n1

1.IB

1M102

t,&7 z07t
,,87 207'
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NiSoulce Inc Nl ,i.:'.i,::rt*

last Price Fair value

42 37 usD 32.00 uso

Gonsider Buy

22 40 usD

ConsiderSell Uncertainly

43 20usD Medium

Econonic Moatil

Narrow

MoatTEndn Stowardship

Stable Standard

i,lorningstal Credit Rating Indusky Group

BBB Utilities - Reoulated

Morn ingstar Analyst Forecasts

Balance Sheet {tJSD Mil}

tiscal Year Ends in December

Cash and Equivalents

lnvestments

Accounts Receivable

lnvenI0ry

Deferred Tax Assets (Cutrentl

Other Short Term Assets /JU618

2011

172

855

566

OJJ

2012

83

907

4S6

866

-fu!t@t!-
2013 2014 2015

35 209 151

1.006 t,099 t,t7l
500 560 583

750

Currcnt Assets

Net Property Plant, and Equipment

Goodwill

Other Intangibles

Deferred Tax Assets (Long-Terml

Other Long-Term 0perating Assets

Accounts Payable

Short-Term Debt

Deferred Tax Liabilities (Cutrent)

0ther Short-Tem Liabilities

22N 2j52 2,159 2,655

11,800 12,916 14,365 15,843 t7,3t0

3,677 3,677 3,666 3,666 3.666

298 287 276 276 276

2,685 2,613 2,188 2,561 2,689

2,617

Long-Term Non-Operating Assets

Totsf Assets 20,70 21,845 246il 24,9t 6,595

1,687

1.525

539

1,284

1,479

619

1,241

1,319

697 726

|,250 |,250

t,500 1,500

Current Liabilities

Long-Term Debt

Deferred Tax Liabilities (LongTerm)

other Long-Term Operating Liabilities

Prefened S'tock

Common Stock

Addltional Paid-in Capital

Betained Earnings {Def rcit}

(Treasury Stock)

0ther Equity

3,646 3,178 3,tu7 3,476

6,261 6.819 7,s93 8,500 9,500

2,542 2,9s3 3.218 3,632 3,9/2

3,256 3.216 2.118 3,252 3,2ffi

3J02

Long-Term Non-0perating Liabilities

Toraf Liabiliries 15,711 16290 16,767 18,830 m,1U

3

4,1 68

917

-Jl

-60

3

4,598

1,060

41

-66

3

4,690

1,286

49

44

33
4,725 4,760

1,502 1,750

49 -49

49 -54

Shareholder's Equity

Minority lnterest

4J9t 5,554 5.887 6,13 6,4rt

Total Equity 6,4t14 99t 5,554 5,887 6,t:t3
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NiSource Inc Nl rrr'rsr.;!'*'t

lastP]ico FaLvaluc

42.37 usD 32.00 usD

consioel euy donsider ieil un"e.t"inry Lconomic iloai*
22.40 usD 43.20 uso Medium Narrow

llmtTEndil
Stable

Slewordship

Standard

Moningslar Credit Rrting Industy G]ory

BBB Utilities - Reoulated

Morningstar Analyst Forecasts

Gash Flow {USD Mil)

Fiscal Year Ends in December

Net lncome

Depreciation

Amo rtizati on

Stock-Based Compensation

lmpairment of Goodwill

lmpairment ol 0ther Intangibles

Defened Taxes

other Non-Cash Adjustments

Forffist
2014 20t52011

299

2012

416

2013

aJl 542 589

511 603 658

51 49 53

;;*
-65

538 562

39 45

;;
217 25

llncreasel Decrease in Accounls Receivable

llncreasel Decrease in Inventory

Change in 0ther Short-Tem Assets

Increase lDecreasel in Accounts Payable

Change in 0ther Short-Term Liabilities 181

Cash From 0perations 9m 1,n4 1,4n ,,52:l 1,574

220 -s1 -95 -93 -72

-142 62 -9 -60 -23

-274 -157 81 132

-155 57 68 78 29

{Capital Expendituresl

Net (Acquisitions), Assel Sales, and Disposals

Net Sales lPurchasesl 0f Investments

Other Investing Cash Flows

-1,125 -1,499 -1,880 -2,081 -2,125

92618-

-u 51 -r48 150 -143

Gash From lnvesting

Common Stock lssuance {or Bepurchase}

Common Slock lDividends)

Short-Terrn Debt lssuance (or Retirementl

Long-Term 0ebt lssuance (0r Hetirement)

other Financing Cash Flows

-1,1{9

21

-258

-23

541

-1,w.

314

-?13

-582

656

-4010

36

-306

-78

794

-t,gt -22N

35

-34'

1,An

-53

35

-JZO

I
907

49

Cash From Financing

Exchange Bates, Discontinued 0ps, etc. (net)

641576

-5

4t5

129

17581

-50

Itlot Change in Cash -10E ,74 -58
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NiSource Inc Nl iriT:r1,:. **
Last Pricc Fair Value

42.37 uso 32.00 usD

Considor Buy

22.40 usD

Coffiidsr Sell Uncoilaiily Econonic llortn
43.20 uso l\/ledium Narrow

lloatTrendil Stewardship

Stable Standard

tomingstar Crcdil Bating hdustry Gmup

BBB Utilities - Beoulated

dstb oe o,i Oft 3C, 2014

i$

?Ii *

@ 2014 Morningstar. All Rights Reserved. Unless stated

otherwise, this report was prepared by the person(s) noted

in their capacity as Equity Analysts employed by

Morningstar, Inc., including its global affiliates. lt has not

been made available to the issuer orior to oublication.

The Morningstar Bating for stocks identifles stocks trading

at a discount or oremium to their intrinsic value. Five-star

stocks sell for the biggest risk-adjusted discount whereas

one-star stocks trade at oremiums to their intrinsic value.

Based on a fundamentally Jocused methodology and a

robust, standardized set of procedures and core valuation

tools used by lVorningstars Equity Analysts. four key

components drive the Morningstar Bating: 1. Assessment

of the firms economic moat. 2. Estimate of the stocks fair

value, 3. Uncertainty around that fair value estimate and 4.

Current market price. Further information on Morningstar's

methodology is available f rom http://global.morningstar-

com/equitydisclosures.

It has not been determined in advance whether and in what

intervals this document will be uodated, No material

interests are held by Morningstar or the Equity Analyst in

the financial products that are the subject of the research

reports or the product issuer. Begarding Morningstar's

conflicts of interest: 1) Equity Analysts are required to

Mornir0snt flirinil***************
?Si4 iiit

complywith the CFA Institute s CodeoJ Ethics and Standards

of Professional Conduct and 2) Equity Analysts'

compensation is derived from Morningstar's overall earning

and consists of salary, bonus and in some cases restricted

stock; however Equity Analysts are neither allowed to

pafticipate directly or try to influence Morningstar's

investment management group's business arrangements

nor allow employees from the investment management

group to participate or influence the analysis or opinion

prepared by them. Further information on Morningstars

conflict of interest policies is available from http://global.

morn ingsta r.com/equitydisclosu res.

Unless othenruise provided in a separate agreement, you

may use this report only in the country in which its original

distributor is based. The original distributor of th is document

is Momingstar Inc.. The information contained herein is not

represented orwarranted to be accurate, correct, complete,

or timely. This report is for information purposes only, and

should not be considered a solicitation to buy or sell any

security. Redistribution is prohibited without written

oermission.
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Urrurrs & Fowrn
Regu lated s - Ma rket U nderwei g ht

lntegrateds - Market Weight
IPPs - Market Overweight

October 3C.2014

N$ounee lNe.
(Nl US Equity- $ 42,37 - Outperform)

Nl takes up Mountaineering to avoid Q3 doldrums

. Midstream opportunities the key from a quiet quarter
Between its seasonally slowest quarter and pending IPO of its pipeline MLP,

Nl's quarter was relatively quiet. The major new update was progress on
growth initiatives at the pipeline segment. The $870M WB Xpress project is
moving fonrard and is now in execution. Nl management also expressed

optimism on Mountaineer Xpress, which just completed an open season.

Sizing (750mmcf/d to 2.SBcf/d), route, and firm commitments are being

finalized; the potential investment could be at least as large as WB.

MLP and corporate separation are on track
The MLP IPO announced last month is moving forward as expected, with no

major developments to report - the key next event is SEC approval of the S-

1. We believe that timing on the offering remains early next year. The
corporate separation also remains on track for mid-2015.

Q3 lower as expected; estimates and $49 PT unchanged
The Q3 result of $0.14 vs. $0.18 last year was in line with our estimate, as
the absence of base gas sales and higher interest costs more than offset
investment growth. Nl remains on target for the upper half of the $1.61-
$1.71 guidance range for 2O14. Estimates and sum of parts target price of
$49 are unchanged.

Nl still one of the best gas infrastructure ideas; Outperform
We continue to see NiSource as a highly attractive way to play the gas
infrastructure growth theme. The company plans to at least triple its pipeline

business by 2020, and the combination of MLP and corporate separation
should support a robust valuation. The utilities benefit from investment

recovery via trackers in balanced regulatory environments, and gas main

replacements provide a long path of investment groMh at the LDC.

2014E 2015E 2016E

EPS $1 69 $'1.89 $2.03

Consensus $ 1.71 $1.84 $2.00 $2.10

25 0x 22.4x 20 8x 19.1x

Dvidend Fer Share $1.02 $'1.'1 1 $1.21 $1.32 i

Dvidend Yield z 0-/o

3/t5
s43
t4r
s39
t37
t3s
s33

$31

$29

lzt

ON
{it$

Ni€@oooo o

Source: Bloomberg/l^rolfe Resaarch

Steven Fleishman
(646) 582-9241
SFleishman@WolfeResearch.com

Alex Kania
G4q se2-9244
AKania@WolfeResearch com2 9o/o

DO NOT FORWARD - DO NOT DISTRIBUTE - DOCUMENT CAN ONLY BE PRINTED TWICE
This report is limited solely for the use of clients of Wolfe Research. Please refer to the DISCLOSURE SECTION located at the end of
this report for Analyst Certifications, lmportant Disclosures and Other Disdosures.

Price $ 49
Current Price g 4237

Share OUL (MM) 315 7
Dividend Yield 238%

WolfeResearch.com Please help us protect your advantage...
DO NOT Forward Page 1 of 5
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NiSource Snapshot
Exhibit 1. Financial Summary Exhibit 2. Modeling Assumptions

Financlal Summail
EPS

Diluted Shares Outstanding

Dividends Per Sha€

DiVdend Yield

Diidend Payout Ratio

Equily Ratio

FFO/Net Debt

Valuation ilebic
PIE

Price/Book

Seoment EPS

Gas Distribution

TEnsmission & StoEge

Electric

Parent & other

Tobl EPs

EBITITA bv Seoment
Gas Dstribulion
TEnsmission & SloEge
Electric

PaEnl
Tobl EBIT

$1.69 $1.89 $2.03

314 319 326

$1.02 $1.11 $1.21

2.40/o 2.6vo 2.90h

60% 59"/o 60%

39% 39o/o 39o/o

140/o 14",/o 130/0

2017E Model Asmotlons

Gas Distribution

Transmission & Storaga
Electric

Pa€nt

Total Capex $2,180

Financlnqs (3M)

Total Equity lssued/(Repurchased) $45

TotalDebtlssued(Ropurchased) $1,078

2015E 2016E 2017E

$2 21

330

01 32

31%
60P/o

370h

1lh

19 1x

17x

$0 95

0,94

061

$790

825
440

125

s790 $760

1.255 1,U2
593 593

$730

1,474
593

f2,688

$300

$'r,180

s275 $45

$1,448 $1,338

51.69 11.89

42,520

Source: Wolfe Utilities & Power Research

Companv description
NiSource, headquartered in Merrillville, Indiana, operates three
separate business lines: electric utility, gas distribution, and
midstream natural gas. The electric utility serves just under
500,000 customers in northem Indiana and owns 3,300 MW of
generation. The gas LDC serves 3.4 million customers in Ohio,
Pennsylvania, Kentucky, Virginia, and Massachusetts. Finally,
the midstream segment, Columbia Pipeline Group, operates
15,000 miles of interstate gas pipelines and has a large set of
storage assets across its footprint.

lnvestment lhesis
We believe that the significant investment opportunities in the
midstream space will serve to boost Nl's long term growth rate
close to double digits over the next five years, up from the
cunentSo/o-7Vo. We see well over $5B of known investment
opportunities in the gas infrastructure segment over the next five
years with a substantial likelihood of upside, plus the cost of
capital benefits of forming an MLP.

Valuation
Our $49 price target is from our sum of parts valuation. We apply
a16x multiple to 2016E electric utility earnings and a 16,5x
multiple to 2016E gas distribution earnings, and 16.5x parent
drag. We value midstream on an MLP basis targeting a 5% yield.
Downside risks for NiSource are execution on project
development, economic conditions and long{erm performance
of an MLP. Upside risks are additional growth projects in
midstream.

Source: Wolfe Utilities & Power Research

Exhibit 3. 2016 EPS by Seqment

Source: Wolfe Utilities & Power Research

Exhibit 4. Pefformance Chart

Source: Bloombee

25 Ox

22x

E0 75

060
055

22 4x

$0 E3

o72
057

20 Ex

1 ,6x

$0 89

081

059

s2 21

t701 $7/6 5845 $907

5565 $676 $792 5931

$588 $615 $&1't $667

oott
';';ttCNNt oo

Please help us protect your advantage.,.
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Exhibit 5:NiSource valuation

Regulated Operations
Valuatlon

Valuation Metric Estlmate Multiple $MM Value

Electric Utility PiE '193 16,0 3,082
Gas Distribution P/E 289 16.5 4,775
Parent Drag PIE (83) 16.5 (1,372)

Equlty Value of Utility 6,/As

MLP Valuation 2019E

LP Stake
Total LP Distributions M9
Less Taxes on Distributions (99) Assume 20o/o lax rale
Net Afier Tax Distributions 350

Target Equity Yield 5.00%
Equity Value of MLP LP 5,884 Dscounted back 3 years

GP Stake
Total GP Dstributions 241

Less Taxes on Distributions (84) Assume 35olo tax rate
Net After Tax Dstributions 157

Taqet Equity Yield of GP !.@Yo
Equlty Value of MLP GP 3,290 Dscounted back 3 years

Total Equlty Value of MLP to NiSource 9,174

NiSource Equlty Value $15,659

Source: Nl, Wolfe Research

WolfeResearch.com Page 3 of 5Please help us protect your advantage...
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DISCLOSURE SECTION

Analvst Certification:

The analyst of Wolfe Research, LLC primarily responsible for this research report whose name appears first on the front page of this
research report hereby certifies that (i) the recommendations and opinions expressed in this research reporl accurately reflect the research
analysts' personal views about the subject securities or issuers and (ii) no part of the research analysts' compensation was, is or will be
directly or indirectly related to the specific recommendations or views contained in this report.

!sl@!-PigcLsr,:
Wolfe Research, LLC Fundamental Valuation Methodology:
Company: Fundamental Valuation Methodoloqv:
Nl US Equity Sum of parts: P/E on utility, EV/EBITDA on midstream

Wolfe Resealch, LLG Fundamental Target Price Risks:
ComDanv: Fundamental Taroet Price Risks:
Nl US Equity Economy, regulatory outcomes, project execution

Wolfe Research, LLC Research Disclosures:
Comoanv: Research Disclosures:
Nl US Equity None

Other Disclosures:

Wolfe Research, LLG Fundamental Stock Ratings Key:

Outperform (OP): The security is projected to outperform analyst's industry coverage universe over the next
12 months.

Peer Perform (PP): The security is projected to perform approximately in line with analyst's industry coverage
universe over the next 12 months

Underperform (UP): The security is projected to underperform analyst's industry coverage universe over the
next 12 months.

Wolfe Research, LLC uses a relative rating system using terms such as Outperform, Peer Perform and Underperform (see definitions
above). Please carefully read the definitions of all ratings used in Wolfe Research, LLC research. In addition, since Wolfe Research, LLC
research contains more complete information concerning the analyst's views, please carefully read Wolfe Research, LLC research in its
entirety and not infer the contents from the ratings alone. In all cases, ratings (or research) should not be used or relied upon as investment
advice and any investment decisions should be based upon individual circumstances and other considerations.

Wolfe Research, LLC Sector Weighting System:

Market Overweight (MO): Expect the industry to outperform the primary market index for the region (S&P 500 in the
U.S.) by at least 10% overthe next 12 months.

Market Weight (MW): Expect the industry to perform approximately in line with the primary market index for the
region (S&P 500 in the U.S.) over the next 12 months.

Market Undenveight (MU): Expect the industry to underperform the primary market index for the region (S&P 500 in
the U,S,) by at least 10olo over the next 12 months.

Wolfe Research, LLC Distribution of Fundamental Stock Ratings (As of September 30, 2014):

Outperform: 42% 27o Investment Banking Clients
Peer Perform: 51o/o 0olo Investment Banking Clients
Underperform: 7o/o 0% Investment Banking Clients

Please help us protect your advantage...
DO NOT Forward
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Wolfe Research, LLC does not assign ratings of Buy, Hold or Sell to the stocks it covers. Outperform, Peer Perform and Underperform are
not the respective equivalents of Buy, Hold and Sell but represent relative weightings as defined above. To satisry regulatory requirements,
Outperform has been designated to correspond with Buy, Peer Perform has been designated to conespond with Hold and Underperform
has been designated to correspond with Sell.

Wolfe Research Securities and Wolfe Research, LLC have adopted the use of Wolfe Research as brand names. Wolfe Research
Securities, a member of FINRA (www.tinra.oro) is the broker-dealer affiliate of Wolfe Research, LLC and is responsible forthe contents of
this material. Any analysts publishing these reports are dually employed by Wolfe Research, LLC and Wolfe Research Securities.

The content of this report is to be used solely for informational purposes and should not be regarded as an offer, or a solicitation of an offer,
to buy or sell a security, financial instrument or service discussed herein. Opinions in this communication constitute the current judgment of
the author as of the date and time of this report and are subject to change without notice. Information herein is believed to be reliable but
Wolfe Research and its affiliates, including but not limited to Wolfe Research Securities, makes no representation that it is complete or
accurale. The information provided in this communication is not designed to replace a recipient's owr decision-making processes for
assessing a proposed transaction or investment involving a financial instrument discussed herein. Recipients are encouraged to seek
financial advice from their financial advisor regarding the appropriateness of investing in a security or financial instrument referred to in this
report and should understand that statements regarding the future performance of the financial instruments or the securities referenced
herein may not be realized. Past performance is not indicative of future results. This report is not intended for distribution to, or use by, any
person or entity in any location where such distribution or use would be contrary to applicable law, or which would subject Wolfe Research,
LLC or any affiliate to any registration requirement within such location. For additional important disclosures, please see
www.WolfeResearch.com/Disclosures.

The views expressed in Wolfe Research, LLC research reports Wth regards to sectors and/or specific companies may from time to time be
inconsistent with the views implied by inclusion of those sectors and companies in other Wolfe Research, LLC analysts' research reports
and modeling screens. Wolfe Research communicates with clients across a variety of mediums of the clients' choosing including emails,
voice blasts and electronic publication to our proprietary website.

Copyright @ Wolfe Research, LLC 2014. All rights reserved. All material presented in this document, unless specifically indicated otherwise,
is under copyright to Wolfe Research, LLC. None of the material, nor its content, nor any copy of it, may be altered in any way, or
transmitted to or distributed to any other party, Wthout the prior express written permission of Wolfe Research, LLC.

This report is limited forthe sole use of clients of Wolfe Research. Authorized users have received an encryption decoderwhich legislates
and monitors the access to Wolfe Research, LLC content. Any distribution of the content produced by Wolfe Research, LLC will violate the
understanding of the terms of our relationship.
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NiSource, Inc.

Suspending Rating

Suspending rating: Barclays Bank plc and/or an affiliate is providing investment

banking services to Nisource Inc. (Nl) in relation to the potential IPO of Columbia

Pipeline Partners LP. The ratings, price target, and estimates of NiSource Inc. (Nl)

previously issued by the Firm's Research departmbnt have been temporarily suspended

due to Barclays' role in the potential transaction.

Equity Research

Power & Utilities I North America Utilities

29 September 201 4

Stock Rating

Industry View

Price Target

RATINC SUSPENDED

NEUTRAL

Unchanged

N/A

12878

315.32

99.52

2.0

2.7

3-55

t>.t L

Price (29-Sep-2014) USD 40.84

Potential Upside/Downside N/A
Tickers Nl

Market Cap (USD mn)

Shares Outstanding (mn)

Free Float (%)

52 Wk Avg Daily Volume (mn)

Dividend Yield (%)

Return on Equity TTM (%)

Current BVPS (USD)

Source Thofron ReuteB

Price Performance

52 Week range

Exchange-NYSE

usD 4r.46-30.09

:6

Q1

Q2

Q3

Q4

Year

PlE

0.59A 0.82A

0.23A N/A

0.18A N/A

0.47A N/A

1.584 N/A

z).6

0.824 0.824

N/A 0.254

N/A 0.1 6E

N/A 0.50E

N/A 17rE

N/A

N/A N/A 0.90E 19%o
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Sourcer Barclays Research.

Consensus numbers are from Thomson Reuters

Barclays Capital Inc. and/or one of its affiliates does and seek to do business with companies
covered in its research reports. As a result, investors should be aware that the firm may have a

conflict of interest that could affect the objectivity ofthis reporl

Investors should consider this report as only a single factor in making their investment decision.

PLEASE SEE ANALYST CERTIFICATION(S) AND IMPORTANT DISCLOSURE BECINNIN6 ON PAGE 3.
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ANALYST(S) CERTIFICATION (S):

I, Daniel Ford, CFA, hereby certiry (l ) that the views expressed in this research report accurately reflect my personal views about any or all of the
subiect securities or issuers referred to in this research report and (2) no part of my compensation was, is or will be directly or indirectly related to
the specific recommendations or views expressed in this research report

IMPORTANT DISCLOSURES

Barclays Research is a part of the Corporate and Investment Banking division of Barclays Bank PLC and its affiliates (collectively and each

individually, "Barclays"), For current important disclosures regarding companies that are the subiect of this research report, please send a written
request to: Barclays Research Compliance, 745 Seventh Avenue, 14th Floor, New York, NY 1 001 9 or refer to http://publicresearch.barclays.com
or call212-525-1072.

The analysts responsible for preparing this research report have received compensation based upon various factors including the firm's total
revenues, a portion of which is generated by investment banking activities.

Analysts regularly conduct site visits to view the material operations of covered companies, but Barclays policy prohibits them from accepting
payment or reimbursement by any covered company oftheir travel expenses for such visits.

In order to access Barclays Statement regarding Research Dissemination Policies and Procedures, please refer to
https://live.barcap.com/publiccp/RSR/nyfipubs/disclaimer/disclaimer-research-dissemination.html. In order to access Barclays Research

Conflict Management Policy Statement, please refer to: https://live.barcap com/publiccp/RSR/nyflpubs/disclaimer/disclaimer-conflict-
m ana g eme nt.html.

The Corporate and Investment Banking division of Barclays produces a variety of research products including, but not limited to, fundamental
analysis, equity-linked analysis, quantitative analysis, and trade ideas. Recommendations contained in one type of research product may differ
from recommendations contained in other types of research products, whether as a result of differing time horizons, methodologies, or
otherwise-

Primary Stocks (Ticker, Date, Price)

NiSource, f nc. (Nl, 29-5ep-2014, USD 40.84), Rating Suspended/Neutral, C/D/VK/UMlO

Other Material Conflicts: Barclays Bank plc andlor an affiliate is providing investment banking services to Nisource Inc. (Nl) in relation to the
potential IPO of Columbia Pipeline Partners LP. The ratings, price target, and estimates of Nisource Inc. (Nl) previously issued by the Firm's
Research department have been temporarily suspended due to Barclays' role in the potential transaction.

Disclosure Legend:

A: Barclays Bank PLC and/or an affiliate has been lead manager or co-lead manager of a publicly disclosed offer of securities of the issuer in the
orevious 12 months,

B: An employee of Barclays Bank PLC and/or an affiliate is a director ofthrs rssuer.

C: Barclays Bank PLC andlor an affiliate is a market-maker and/or liquidity provider in equity securities issued by this issuer or one of its affiliates.

D: Barclays Bank PLC andlor an affiliate has received compensation for investment banking services from this issuer in the past 12 months.

E: Barclays Bank PLC and/or an affiliate expects to receive or intends to seek compensation for investment banking services from this issuer
within the next 3 months,

F: Barclays Bank PLC and/or an affiliate beneficially owned I 7o or more of a class of equity securities of the issuer as ofthe end ofthe month prior
to the research report's issuance.

G: One ofthe analysts on the coverage team (or a member of his or her household) owns shares ofthe common stock ofthis issuer.

H: This issuer beneficially owns 5% or more of any class of common equity securities of Barclays Bank PLC.

l: Barclays Bank PLC andlor an affiliate has a significant financial interest in the securities ofthis issuer.

l: Barclays Bank PLC andlor an affiliate trades regularly in the securities ofthis issuer.

K: Barclays Bank PLC andlor an affiliate has received non-investment banking related compensation from this issuer within the past 1 2 months.

L: This issuer is, or during the past I 2 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

M: This issuer is, or during the past l2 months has been, a non-investment banking client (securities related services) of Barclays Bank PLC

and/or an affiliate.

N: This issuer is, or during the past 1 2 months has been, a non-investment banking client (non-securities related services) of Barclays Bank PLC

andlor an affiliate.

O: Barclays Capital Inc., through Barclays Market Makers, is a Designated Market Maker in this lssuer's stock, which is listed on the New York
Stock Exchange. At any given time, its associated Designated Market Maker may have "long" or "short" inventory position in the stock; and its
associated Designated Market Maker may be on the opposite side of orders executed on the floor ofthe New York Stock Exchange in the stock.

P: A partner, director or officer of Barclays Capital Canada Inc. has, during the preceding I 2 months, provided services to the subject company for
remuneration, other than normal course investment advisory or trade execution services.

Q: Barclays Bank PLC andlor an affiliate is a Corporate Broker to this issuer.

R: Barclays Capital Canada lnc. and/or an affiliate has received compensation for investment banking seNices from this issuer in the past l2

29 Seotember 2014 3
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IMPORTANT DISCLOSURES CONTIN UED

months.

S: Barclays Capital Canada Inc. is a market-maker in an equity or equity related security issued by this issuer.

T: Barclays Bank PLC and/or an affiliate is providing equity advisory services to this issuer.

Risk Disclosure(s)

Master limited partnerships (MLPs) are pass-through entities structured as publicly listed partnerships. For tax purposes, distributions to MLP unit
holdersmaybetreatedasareturnofprincipal, InvestorsshouldconsulttheirowntaxadvisorsbeforeinvestinginMLPunits.

Guide to the Barclays Fundamental Equity Research Rating System:

Our coverage analysts use a relative rating system in which they rate stocks as Overweight, Equal Weight or Underweight (see definitions below)
relative to other companies covered by the analyst or a team of analysts that are deemed to be in the same industry (the'industry coverage
universe").

In addition to the stock rating, we provide industry views which rate the outlook for the industry coverage universe as Positive, Neutral or
Negative (see definitions below). A rating system using terms such as buy, hold and sell is not the equivalent of our rating system. Investors
should carefully read the entire research report including the definitions ofall ratings and not infer its contents from ratings alone.

Stock Rating

Overweight - The stock is expected to outperform the unweighted expected total return of the industry coverage universe over a 12-month
investment horizon.

Equal Weight - The stock is expected to perform in line with the unweighted expected total return ofthe industry coverage universe over a 12-
month investment horazon.

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 1 2-month
investment horizon.

Rating Suspended - The rating and target price have been suspended temporarily due to market events that made coverage impracticable or to
comply with applicable regulations and/or firm policies in certain circumstances including where the Corporate and Investment Banking Division
of Barclays is acting in an advisory capacity in a merger or strategic transaction involving the company.

Industry view

Positive - industry coverage universe fundamentals/valuations are improvrng.

Neutral - industry coverage universe fundamentals/valuations are steady, neither improving nor deteriorating.

Negative - industry coverage universe fundamentals/valuations are deteriorating.

Below is the list ofcompanies that constitute the "industry coverage universe":

North America Utilities

Alliant Energy (LNT) Ameren Corp. (AEE) American Electric Power (AEP)

American Water Works (AWK) Aqua America (WTR) Canadian Utilities Ltd. (CU.TO)

CenterPoint Energy Inc. (CNP) CMS Energy (CMS) Consolidated Edison (ED)

Dominion Resources (D) DTE Energy (DTE) Duke Energy (DUK)

Edison International (ElX) Emera Inc. (EMA.TO) Fortis Inc. (FTS.TO)

Great Plains Energy Inc. (GXP) Hawaiian Bectric Inds (HE) Integrys Energy Group Inc. (TEC)

ITC Holdings (lTC) National Crid Plc (NGG) National Grid Plc (NG.L)

NiSource, Inc. (Nl) Northeast Lhilities (NU) OGE Energy Corp. (OCE)

Pepco Holdings (PoM) PG&E Corp. (PCC) Pinnacle West Capital (PNW)

PNM Resources (PNM) Pordand General Electric Co. (POR) PPLCorporation (PPL)

SCANA Corp. (SCG) Sempra Energy (SRE) Southern Co. (5O)

TECO Energy (TE) Westar Energy (WR) Wisconsin Energy (WEC)

Xcel Energy (XEL)

Distribution of Ratings:

Barclays Equity Research has 2589 companies under coverage.

44o/" have been assigned an Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating; 55olo of
companies with this rating are investment banking clients of the Firm.

40% have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 46% of
companies with this rating are investment banking clients of the Firm.

14o/o have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell ratingi 42% of
companies with this ratang are investment banking clients of the Firm.
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IMPORTANT DISCLOSUREs CONTINUED

Gulde to the Barclays Research Price Target:

Each analyst has a single price target on the stocks that they cover. The price target represents that analyst's expectation of where the stock wlll
trade in the next 1 2 months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst's price
target over the same 1 2-month period.

Barclays offices involved in the production of equity research:

London

Barclays Bank PLC (Barclays, London)

New York

Barclays Capital Inc. (BCl, New York)

Tokyo

Barclays Securitles lapan Limited (BS,l- Tokyo)

S5o Paulo

Banco Barclays S.A. (BBSA, S5o Paulo)

Hong Kong

Barclays Bank PLC, Hong Kong branch (Barclays Bank, Hong Kong)

Toronto

Barclays Capital Canada Inc. (BCCl, Toronto)

Johannesburg

Absa Bank Limited (Absa, lohannesburg)

Mexico City

Barclays Bank Mexico, S.A. (BBMX, Mexico City)

Taiwan

Barclays Capital Securities Taiwan Limited (BCSTW, Taiwan)

Seoul

Barclays Capital Securities Limited (86l- Seoul)

Mumbai

Barclays Securities (lndia) Private Limlted (B5lPL, Mumbai)

Singapore

Barclays Bank PLC, Singapore branch (Barclays Ban( Singapore)

29 September 2014
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NiSource, lnc. (Nl)
USD 40.E4 (29-Sep-2014)

Stock Rating

RATING SUSPENDED
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Industry View
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Link to Borcloys Live for interoctive charting

C: Barclays Bank PLC and/or an affiliate is a market-maker and/or
affiliates.

liquidity provider in equity securities issued by NiSource, Inc. or one of its

D: Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from NiSource, Inc. in the past I 2 months.

l: Barclays Bank PLC and/or an affiliate trades regularly in the securities of NiSource, Inc..

lC Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation from NiSource, Inc. within the past 12

months.

L NiSource, Inc. is, or during the past 12 months has been, an investment banking client ofBarclays Bank PLC and/or an affiliate.

M: NiSource, Inc. is, or during the past l2 months has been, a non-investment banking client (securities related services) of Barclays Bank PLC

and/or an affiliate.

O; Barclays Capital Inc., through Barclays Market Makers, is a Designated Market Maker in Nisource, Inc. stock, which is listed on the New York
Stock Exchange. At any given time, its associated Designated Market Maker may have "long" or "short" inventory position in the stock; and its
associated Designated Market Maker may be on the opposite side of orders executed on the floor of the New York Stock Exchange in the stock.

Valuation Methodology: Rating Suspended

Risks which May lmpede the Achievement ofthe Barclays Research Price Target: Rating Suspended

Other Material Conflicts: Barclays Bank plc and/or an affiliate is providing investment banking services to Nisource Inc. (Nl) in relation to the
potential IPO of Columbia Pipeline Partners LP. The ratings, price target, and estimates of NiSource Inc. (Nl) previously issued by the Firm's
Research department have been temporarily suspended due to Barclays' role in the potential transaction,

29 September ?014
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DISCTAIMER:

This publication has been prepared by fre Corporate and Investment Banking division of Barclays Bank PLC and/or one or more of its affiliates (collectively

and each individually, "Barclays"). lt has been issued by one or more Barclays legal entities within [s Corporate and lrvestment Banking division as proMded

below. lt is provided to our clien6 for information purposes only, and Barclays makes no ogress or implied wananties, and epressly disclaims all wananties
of merchantability or fitness for a particular purpose or use with respect to any data included in this publication. Barclays will noi treat unauthorized
recipients ofthis report as its clients. Prices shown are indicative and Barclays is not offering to buy or sell or soliciting offers to buy or sell any financial
instument

Wthout limiting any ofthe foregoing and to the extent permitted by law, in no event shall Barclays, nor any affiliate, nor any oftheir respective officers,
directo6, partners, or employees have any liabilrty for (a) any special, punitive, indlrect, or consequential damages; or (b) any lost profits, lost revenue, loss of
anticipated saMngs or loss of opportunity or other financial loss, even if notified ofthe possibilrty of such damages, arising from any use ofthis publication or
its contents.

Other than disclosures relating to Barclays, the information contained in this publication has been obtained from sources that Barclays Research believes to
be reliable, but Barclays does not represent or warrant that it is accurate or complete. Barclays is not responsible for, and makes no warranties whatsoer'er as

to, the content ofany thkd-party web site accessed via a hyperlink in this publication and such information is not incorporated by reference,

The vi€ws in this publication are those ofthe author(s) and are subiect to change, and Barclays has no obligation to update its opinions orthe information in
this publication. The analyst recommendations in this publication refect solely and exclusVely those of the autho(s), and such opinions were prepared
independently ofany other interests, including those of Barclays andlor its affiliater This publication does not constitute personal investrnent advice ortake
into account the indMdual financial circumstances or obiectives ofthe clien6 who receive it. The securities discussed herein may not be suit€ble for all

investors. Barclays recommends that investors independently evaluate each issuer, security or insuument discuss€d herein and consuh any independent
advisors they believe necessary. The value of and income from any investment may fluctuate from day to day as a result of changes in relevant economic
markets (including changes in market liquidity). The information herein is not intended to predict actual results, which may differ substantially from those
reflected. Past performance is not necessarily indicative offuture results.

This material has been issued and approved for distribution in the UK and European Economic Area ("EEA") by Barclays Bank PLC lt is being made available
primarily to persons who are investment professionals as that term js defined in Article 19 ofthe Financial Services and Markets Act 2000 (Financial

Promotion) Order 2005. lt is directed a! and therefore should only be relied upon by, persons who have professional experience in matters relating to
investments. The investments to which it relates are arailable only to such persons and will be entered into only Wth such persons. Barclays Bank PLC is

authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority and is a

member ofthe London Stock Erchange.

The Corporate and lil€stment Banking dMsion of Barclays undertakes U.S. securities business in the name of its wholly owned subsidiary Barclays Capital
Inc., a FINRA and SIPC member. Barclays Capital Inc., a U5. registered broker/dealer, is distributing this matefial in the United States and, in connection
therewith accepts responsibilp for its contents. Any U5. person wishing to effect a transaction in any security dirussed herein should do so only by
contacting a reprsentative of Barclays Capital Inc. in the U.S. at 745 Seventh Avenue, New York, Nan Yo* 1 001 9.

Non-U.S. persons should contact and execute transactions through a Barclays Bank PLC branch or affiliate in their home jurisdiction unless local regulations
permit otherwise.

Barclays Bank PLC, Paris Branch (registered in France under Paris RCS number 381 065 281 ) is regulated by the Autorit6 des march6s flnanciers and the
Autorit6 de contr6le prudentiel. Registered office 34136 Avenue de Friedland 75008 Paris.

This material is distribLrted in Canada by Barclays Capital Canada Inc., a registered investment dealer and member of IIROC (www.iiroc.ca).

Subject to the conditions of this publication as set out above, the Corporate & lrvestment Banking Division of Absa Eank Limited, an authorised financial
services proMder (Registration No.: 1986/00479/06. Registered Credit Provider Reg No NCRCPT), is distibuting this material in South Aftica. Absa Bank
Limited is regulated by tfie South African Reserve Bank This publication is not, nor is n intended to be, advice as defned andlor contemplated in fie (Sodh
African) Financiaf Advisory and IntermediarySeMces Act, 37 of 2002, or any orher financial, irvestment trading, tax l€gal, accounting, retiremern, actuarial
or other professional advice or service whatsoerer. AnySouth Afiican person or entity wishing to effect a transaction in any security discussed herein should
do so only by contacting a representative of the Corporate & Investmert Banking Division of Absa Bank Limited in South Africa, 1 5 Alice Lane, Sandton,

iohannesburg, Cauteng 21 96. Absa Bank Limited is a member ofthe Barclays group.

In Japan, foreign exchange research reports are prepared and distributed by Earclays Bank PLC Tokyo Branch. Other research reports are distributed to
institutional investors in Japan by Barclays Securities Japan Limited. Barclays Securities Japan Limited is a joint-nock company incorporated in Japan with
registered office of 6- I0-1 Roppongi, Minato-ku, Tokyo 106-6131, lapan. lt is a subsidiary of Barclays Bank PLC and a registered financial instrumerts firm
regulated bythe Financial Services AgencyofJapan. Registered Number: Kanto Zaimukyokucho (kinsho) No. 143.

Barclays Bank PLC, Hong Kong Branch ls distributing this material in Hong Kong as an authorised institution regulated by the Hong Kong Monetary
Authority. Registered Office 41 /F, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

Information on securities/instruments that trade in Taiwan or written by a Taiwan-based research analyst is distibuted by Barclays Capital Securities
Taiwan Limited to its clientr The material on securities,/insvuments not taded in Taiwan is not to be construed as 'recommendation' in Taiwan. Barclays

CaDital S€curities Taiwan Limited does not acceot orders from clierts to trade in such securities. This material mav not be distdbuted to the oublic media or
used bythe public media Wthor-fi prior written consent of Barclays.

This material is distributed in South Korea by Barclays Capital Securities Limited, Seoul Branch.

All equity research material is distributed in India by Barclays Securities (lndia) Private Limited (SEBI Registration No: INB/lNF 731292732 (NSE), INB/lNF
01 

.l 
292738 (BSE) | Corporate ldentiflcation Number: U671 20MH2006PTC l 61 053 | Registered Office: 208 | Ceejay House I Dr. Annie Besant Road I Shivsagar

Enate I Worli I Mumbai - 400 01 8 | India, Phone: + 91 2267196363). Other research reports are distributed in lndia by Barclays Bank PLC, India Branch.

Barclays Bank PLC Frankfurt Branch distribLrtes this material in Cermany under the supervision of Bundesanstalt ftjr Finanzdienstleistungsaufsicht (BaFin).

This material is distributed in Malaysia by Barclays Capital Markets Malaysia Sdn Bhd.

This material is distnbuted in Brazil by Banco Barclays S.A

This material is distributed in Mexico by Barclays Bank Mexico, S.A

Barclays Bank PLC in the Dubai Intemational Financial Centre (Registered No. 0050) is regulated by the Dubai Financial Seruices Authority (DFSA). Principal
place ofbusiness in the Dubai International Financial Centre: The Cate Village, Building 4, Level 4, PO Box 5065M, Dubai, United Arab Emirates. Barclays
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Bank PLC-DIFC Branch, may only undertake the financial services activitles that fall within the scope of its existing DFSA licence. Related financial products or

services are only available to Professional Clients, as deiined by the Dubai Financial Services Authority.

Barclays Bank PLC in the UAE is regulated bythe Central Bank ofthe UAE and is licensed to conduct business actlvities as a branch ofa commercial bank
incorporated outide the UAE in Dubai (Licence No.:13/1844/2008, Registered Office: Building No. 6, Burj Dubai Business Hub, Sheikh Zayed Road, Dubai

City) and Abu Dhabi (Licence No.: 
'l 3/95212008, Registered Office Al Jalra Towen, Hamdan Street, PO Box 2734, Abu Dhabi).

Barclays Bank PLC in the Qatar Financial Centre (Registered No. 0001 8) is authorised by the Qatar Financial Centre Regulatory Authority (QFCM). Barclan
Bank PLC-QFC Branch may only undertake the regulated activities that fall within the scope of its existing QFCRA licence. Principal place ofbusiness in Qatar:
Qatar Financial Centre, Office 1002, 1 oth Floor, QFC Tower, Diplomatic Area, West Bay, PO Box 15891, Doha, Qatar. Related financial products or servicB
are only available to Business Customers as defined bythe Qatar Financial Centre Regulatory Authority.

This material is distributed in the UAE (including the Dubai Intemational Financial Centre) and Qatar by Barclays Bank PLC,

This material is disuibuted in Saudi Arabia by Barclays Saudi Arabia ('BSA'). lt is not the internion of the publication to be used or deemed as

recommendation, option or advice for any action (s) that maytake place in futrre. Barclays Saudi Arabia ls a Closed,oint Stock Company, (CMA License No.

09141-37). Registered office Al Faisaliah Tower, Level 18, Riyadh 1 131 l, Kingdom of Saudi Arabia. Authorised and regulated by the Capital Ma*et
Authority, Commercial Registration Number: 1010283024.

This material is distribr.rted in Russia by OOO Barclays capibl, aftliated company of Barclays Bank PLC, registered and regulated in Russia by the FSFM.

Broker License #l 77-l I 850-1 00000; Dealer Lkense #1 77-1 1 855-01 0000. Registered address in Russia: I 25M7 Moscow, I st T\€rskaya-Yamskaya str. 21.

This material is distributed in Singapore by the Singapore branch ofBarclays Bank PLC a bank licensed in Singapore by the Monetary Authority ofSingapore.

For matters in connection with this report, recipieflG in Singapore may contact the Singapore branch of Barclays Bank PLC, whose registered address is One

Raffles Quay Level 28, South Towet Singapore 048583.

Barclays Bank PLC, Australia &anch (ARBN 062 ,149 585, AFSL 246617) is distribtlting this material In Austsalia. lt is directed at Wholesale clients' as deflned
by Aunralian Corporations Act 2001.

IRS Circular 230 Prepared Materials Disclaimer: Earclays does not pro/ide tax advice and nothing contained herein should be consfued to be tax adMce.

Please be advised that any discussion of US. tax matters contained herein (including any attachmenB) (i) is not intended or written to be use4 and cannot
be used, by you for the purpose ofavoiding U.S. tax-related penaltie$ and (ii) was written to support the promotion or marketing ofthe transactions or other
matters addressed herein. Accordingly, you should seek advice based on your particular circumstances fiom an independent ta>< advisor.

@ Copyrighrt Barclays Bank PLC (201 4). All rights reserved. No part of this publkation may be reproduced or redistributed in any manner withoLrt the prior
written p€rmission of Barclays Barclays Bank PLC is regisGred in England No. 1026157. Registered oftce I Churchill Place, London, El4 5HP. Additional
information regarding this publicalion will be fumished upon requesL
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NiSource
(Nr-NYSE)

Stock Rating: Market Perform
Industry Rating: Market Perform

Unlocking Value With Pure-Play Entities

Event
In conjunction with its biannual Analyst Day, NI announced the formation of a

high-grouth MLP (expected) and, surprisingly, the tax-free spin-off of its pipes

business; the MLP IPO is set to occur in 1Ql5 with the separation following suit

in mid-2015. Positively, the two new entities-CPG (he pipes corporate parent,

ticker: COLP) and NI Remain Co (gas and electric utilitiesFwill provide

competitive dividend growth rates versus each's peers at mid-teens (our

estimate) for the former and 4-60/o (guidance) for the latter, largely driven by the

sizeable long-term fixed-fee investment opportunity set that both possess.

lmpact & Analysis
Positive. The hansaction provides additional clarity, addresses future funding

needs and creates two yield plus grou'th investment vehicles (COLP and its

MLP, CPPL) that sport cleaner, lower-risk cash flow with higher growth rates

than arguably each ofits peers. Our EPS is only slightly tweaked in the process.

Valuation & Recommendation
We're raising our price target $4 to $42 post refinement of our sum-of-the-parts

valuation and assuming NI's structural split into two entities. Our S42 target

comprises $22lsh for COLP and $20lsh for NI Remain Co. On the former, given

the significant step-up ofdisftibutable cash flow post the $1.75B Rayne/Leach,

we look to 2018 estimates to value COLP and discount back. At peer 2016

EV/EBITDA and P/DCF multiples of 14.5x and 18.3x, respectively, we derive

an average target of $22, although note we could see upside from 1) looking

deeper into 2019 given the $87 5mm WB Express, now contacted, and 2) the

potential for a group premium multiple given its high-growth but lower-risk

asset base versus peers. NI Remain Co at $20 implies 2016 staad-alone P/E and

EV/EBITDA multiples of 17.9x and 9.4x, l9%o and l8olo premiums to curent

trading multiples at 15.0x and 8.0x (assuming a gas-electric weighting in line

with its business mix), defensible given low-risk hacker-related investment

driving above utility average growth (4-6%o vs. peers at -4%o). Given the recent

uplift we maintain our Market Perform, but continue to see long-term upside.

BMO Capital Markets Corp.
carl.kirst@bmo com

Danilo Juvane, CFA / Leah Jordan, CFA
BMO Capital Markets Corp.
7 13-546-97 41 I 7 13-546-97 07
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Structural Changes at Nl

On Monday, NI held its bi-annual Analyst Day and announced the formation of a new MLP and

the separation of its pipes business. While the former was expected, the latter was a surprise,

unlocking value with the transition of NI into two pure-play entities. Below we highlight the two

new companies-Columbia Pipeline Group (COLP) and NI Remain Co.

Columbia Pipeline Group (CPG, expected ticker: COLP)

In an effort to provide clarity and unlock value, NI intends to separate its pipeline business from

its utilities via a tax-free spin-off (expected mid-2015), creating a new company Columbia

Pipeline Group to serve as the pipes corporate parent (ultimately becoming a pure-play GP in the

future). All of NI's pipeline assets, including midstream and storage, will be housed in an

operating company, Columbia Pipeline Operating Company (Op Co), with various ownership

interests from COLP and Columbia Pipeline Partners (CPPL). CPPL is the new MLP NI
concurrently announced that is expected to IPO in lQl5. Initially, Op Co ownership will be spilt

at an estimated 85%ll5% COLP/CPPL, noting COLP plans to sell additional ownership to CPPL

over time (via multiple transactions) to drive additional groMh at the MLP and transition itself

into a pure-play GP, similar to WMB, OKE and to a lesser extent, SE. Notably, COLP will be the

2Yo general partner (GP) of CPPL in addition to holding about 50% of the LP units at the start.

Under this GP-MLP structure, equity financing will be done primarily at the MLP level. All-in,
we see potential for a mid-teen dividend and distribution CAGR at both entities.

Notably, management sees $12-15 billion of fixed-fee investment opportunity for the pipeline

assets over the next 10 years (Sl billion-plus annually) given their strategic position within the

Marcellus and Utica shale plays, which in turn could drive additional growth for COLP and CPPL

well beyond asset drop-downs. We bake in only $5.5 billion of collective growth capital-that
which is secured-while through 2020 managernent sees additional upside from $l billion in

midstream spend, and an additional $2 billion in FERC-regulated pipeline projects.

COLP Valuation

Given the significant step-up of cash flow as a result of Rayne and Leach ($1.75 billion of total

investment) coming into service year-end 2017, we look to 2018 estimates to value COLP.

Specifically, we estimate EBITDA and DCF/sh to increase 47o/o urd 158% yly to $l,l l9 million and

$1.24lsh, respectively, in 2018. As such, using average 2016 trading EV/EBITDA and P/DCF

multiples of large infrastructure companies growing at or near double-digit rates (see Exhibit l) on

COLP's 2018 estimates and discounting back two years, we derive values of $25 and $19,

respectively, or an average of$22. (See Exhibit 2.) Given the lower-risk asset base and greater clarity,

we also see potential support for COLP to trade at a premium-assuming l0% on each multiple, we

derive valuations at S29 on EV/EBITDA and $21 for P/DCF for a $25 averagq suggesting $3 or, 7o/o

upside to our curent $42target. Fufthermore, with another sizeable project, $875 million WB Express,

due in service by year-end 2018, looking to 2019, our EBITDA and DCF/sh estimates increase l2o/o

nd I9%oyly to $1,254 million and $1.48/sh, respectively. Using those estimates with the same 2016

trading multiples, discounted baclg we derive an aveftrge valuation of $25 ($28 EV/EBITDA arflS22
P/DCF) or $28 ($33 EV/EBITDA and $24 PIDCF) assuming the same l0olo premiums, suggesting

support for further upside to our estimate over the long term.

Page2. October 1,2014
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Exhibit 1: COLP Comp Sheet
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Exhibit 2: COLP Valuation
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Nl Remain Co

After the separation of the pipes business, the NI Remain Co will retain NIPSCO electric and the

seven gin utilities, resulting in an eamings mix of 350/o/650/o electric/gas. Driving 4-60/o annual

earnings and dividend growth, NI has identified $30 billion in investment opportunity over the

next 20-plus years (-$1.2 billion annually),75o/o ofwhich is expected to be revenue producing.

Breaking down the $30 billion opportunity set, about two-thirds is targeting the gas utilities, with
the remainder for NIPSCO electric, suggesting the business mix should not materially change

over time. As a 100% regulated company, the NI Remain Co will be suitable for low risk
investors targeting a higher yield plus modest single digit growth.

Nl Remain Go Valuation

After the spin-off of the pipes business, we derive a NI Remain Co valuation of $20 (see Exhibit
3), impfying 2016 P/E and EV/EBITDA multiples of 17.9x and 9.4x, appropriate premiums we

would argue to the current trading multiples for gas and electric utilities (see Exhibit 4) given

both a) its higher eamings and dividend growth rate at 4-60/o versus peers at 4o/o, and b) the
growth is delivered primarily through trackers, significantly reducing regulatory risk. Assuming
two-thirds/one-thirds split for gas/electric in line with NI Remain Co's business mix, we derive

comp multiples of 15.0x and 8.0x for P/E and EV/EBITDA, respectively. As such, our EBITDA
derived SOTP for the utility component implies premiums of l9o/o and l8% for group comparable

P/E and EV/EBITDA metrics, respectively.

Page 3. October 1,2014
uMO @) Capital Markets



BMO Capital Markets

GAS-ROR-O1O
Attachment D

13 of91

NiSource

Exhibit 3: Nl Remain Co Comp Sheet
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Exhibit 4: Nl Remain Co Comp Sheet
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Exhibit 5: NiSource Valuation
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Source: BMO Capital Markets estimates, company datia.
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Exhibit 6: NiSource Income Statement
Nisource lnc.
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Exhibit 7: NiSource Cash Flow Statement
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Exhibit 3: NiSource Balance Sheet
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NiSource Inc. (Nl)

< ll Revenue/Share-(US$)

- 
Prie/Revenue +

- 
Target Price(US$)

- 
Share Price(US$)

BMO 2014FY EPS ( Sep 14 : 1.71 US$)
FiBtCall 2014FY Cons.EPS ( Sep'14 = 1.70 US$)

,.... -...... -..............., .. lJ

BMO2015F/ EPS ( Sep 14 = 1.8'l US$)
Fhst Call 2015FY Cons.EPS ( Sep 14 = L84 US$)

Last Prie ( September 26, 2014): $38.58
Sour€s: IHS Global Insight, Thomson Reuters, BMO Capital Markets.
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be construed as advice designed to meet the particular investment needs ofany investor. This material is for information purposes only and is not an
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assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not
to buy or sell securities ofissuers discussed herein.
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Stock Rating:
Stock Price:
Target Price:

September 29,2014
North American Pipelines

CarlKirst, CFA
BMO Capital Markets Corp.
carl.kirst@bmo.com

713-546-9756

Market Perform
us$38.58
us$38.00 Danilo Juvane, CFA / Leah Jordan, CFA

(713) 546-9741 t (713) 546-9707
BMO Capital Markets Corp,
danilo.juvane@bmo.com / leah.jordan@bmo.com

Restructuring Wave Gontinues: l'll See Your MLP, and Raise You A Spin-Off

In front ofits biannual analyst day, NiSource announced both an expected and an unexpected move. The expected move is

the formal announcement creating a pipeline MLP (we expect the Sl to be filed before tomorrow's presentations kick off),

an event which has been well telegraphed over the last 12 months. Not expected was the company's move to separate in a

tax-free spin the entirety of its pipeline and midstream business, Columbia Pipeline Group (CPG), by mid-2015. In effect, NI
would split into two companies: a pure 100%o regulated gas/electric combination utility (NiSource), and a new pipeline

corporate parent, CPG (expected ticker COLP). This latter entity would in turn own and operate the newly created MLP to

both optimize valuation and fund CPG's growth initiatives; over time we'd expect it to become an asset-light corporate wrap

around the MLP, making it analogous to the parent-subsidiary structures at Williams (WMB, $56.51, Outperform), ONEOK

(OKE, $66,17, Market Perform), and Spectra (SE, $39.18, Outperform). While details remain scarce at this point-we're
hoping to glean more from both the Sl and the analyst day--our initial reaction is incrementally positive, and we expect the

market to provide a warm reception to the news. Even as we see the stand-alone utility as likely trading at a slight premium

to other pure utilities given its arguably above-average 4%o-60/o EPS and dividend growth outlook, we think investors will
more welcome a new pure-play, well-positioned high-quality (low-to-no commodity exposure) midstream player whose

dividend and MLP distribution CAGR are both likely to reside in the double-digiVmid+een range. While we have already

fully baked a hypothetical MLP into our NI financial forecast and valuation, our SOTP price target does not fully mark CPG

to WMB, OKE and SE's trading multiples, and as such we see potential upside. Our $38 target effectively values the utility
piece at 824lsh, and the pipelineAvllP combination at $14lsh. All else equal, marking the latter to its midstream comps could

generate an incremental $2/sh of value. We'll look to do a greater refresh and refinement post the analyst day.

Our View:

. Key assumptions: we estimate l) that CPG will be recapitalized, and loaded with -$3B of debt (-5x trailing EBITDA,

maintaining solid investment grade given its low-risk cash flow), 2) we incorporate $3B ofNI's indicated $12-$158 in

growth prospects through 2025-the 5-yr $1.5B modernization and $1.5B Rayne/Leach pipes; WB Express remains

nascent stage and we don't yet include-which generates over $lB in CPG EBITDA come 2018, and 3) hypothetical

distributable cash flow at CPG, net of ongoing MLP drops, at $0.87/sh come 2018 (assuming spin at NI share count).

o CPG Value. Its three closest comps are trading at average 2016 multiples of 14.2x EBITDA and 20.6x distributable

cash flow. Applied to our 2018 forecast would imply future CPG value of -$22lsh and $l8ish, respectively, which

discounted back to present would imply an avg value of$16/sh, upside to the $14 incorporated in ourtarget today.

Please refer to pages 2 to 5 for lmportant Disclosures, including the Analyst's Certiflcatlon.
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Cap, US Small cap, Income, CDN Quant, and US Quant have replaced the Top Pick rating).

Prior BMO Capital Markets Ratings System (January 4,2011)-April 5,2013):
http://researchglobal.bmocapitalmarkets.com/documenls/2013/prior_rating_system.pdf

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchglobal.bmocapitalmarkets.com/Public/Company_Disclosure_Public.aspx or write to Editorial Department, BMO Capital Markets, 3 Times
Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, I First Canadian Place, Toronto, Ontario, M5X lH3.
Dissemination of Research
BMO Capital Markets Equity Research is available via our website https://research-
ca.bmocapitalmarkets.com/Public/Secure/Login.aspx?RetumUrl:/Member/Home/ResearchHome.aspx
Institutional clients may also receive our research via Thomson Reuters, Bloomberg, FactSet, and Capital IQ.
Research reports and other corffnentary are required to be simultaneously disseminated internally and externally to our clients.
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Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at
http://researchglobal.bmocapitalmarkets.com/Public/Conflict_Statemen{_Public.aspx

General Disclaimer
"BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc., BMO Capital Markets Limited in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns Inc.,
BMO Capital Markets Limited and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries ("BMO Financial Group") has lending
arrangements with, or provide other remunerated sewices to, many issuers covered by BMO Capital Markets. The opinions, estimates and projections
contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change without notice. BMO Capital Markets
endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and opinions that
are accurate and complete. However, BMO Capital Markets makes no representation or wananty, express or implied, in respect thereof, takes no
responsibility for any enors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this
report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report. The information in this
report is not intended to be used as the primary basis ofinvesfrnent decisions, and because ofindividual client objectives, should not be construed as
advice designed to meet the particular investment needs of any investor. This material is for information purposes only and is not an offer to sell or the
solicitation of an offer to buy any security, BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers mentioned in
this report on a principal basis BMO Capital Markets or its affiliates, officers, directors or employees have a long or short position in many of the
securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO
Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell
securities of issuers discussed herein,
Additional Matters
To Canadian Residents: BMO Nesbitt Bums Inc. fumishes this report to Canadian residents and accepts responsibility for the contents herein subject to
the terms set out above. Any Canadian person wishing to effect transactions in any ofthe securities included in this report should do so through BMO
Nesbitt Burns Inc.
The following applies ifthis research was prepared in whole or in part by Andrew Breichmanas, Iain Reid, Tony Robson, David Round, Edward Sterck or
Brendan Wam: This research is not prepared subject to Canadian disclosure requirements. This research is prepared by BMO Capital Markets Limited
and subject to the regulations of the Financial Conduct Authority (FCA) in the United Kingdom. FCA regulations require that a firm providing research
disclose its ownership interest in the issuer that is the subject of the research if it and its affiliates own 5% or more of the equity of the issuer. Canadian
regulations require that a firm providing research disclose its ownership interest in the issuer that is the subject of the research if it and its affiliates own
l7o or more of the equity of the issuer that is the subject of the research. Therefore BMO Capital Markets Limited will only disclose its and its affiliates
ownership interest in the subject issuer ifsuch ou,nership exceeds 57o ofthe equity ofthe issuer.
To U.S. Residents: BMO Capital Markets Corp. fumishes this report to U.S. residents and accepts responsibility for the contents herein, except to the
extent that it refers to securities of Bank of Montreal. Any U.S person wishing to effect transactions in any security discussed herein should do so
through BMO Capital Markets Corp.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial Conduct
Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional experience in
matters relating to investments falling within Article l9(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
"Order") or (lI) high net worth entities falling within Article 49(2)(a)to (d) ofthe Order (all such persons together refened to as "relevant persons"). The
contents hereof are not intended for the use ofand may not be issued or passed on to, retail clients.

Unauthorized reproduction, distribution, transmission or publication without the prior written consent of BMO Capital Markets is strictly prohibited.

Click here for data vendor disclosures when referenced within a BMO Capital Markets research document.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REOUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider ofiering a range of retail banking, wealth management, and investrnent and
corpoEte banking producls. BMO seNes Canadian retail clienB thrcugh BMO Bank of Monfeal and BMO Nesbift Bums. In the United States, personal and
commercial banking clienb are served by BMO Hanis Bank NA., (Member FDIC). Investment and corporab banking services are provided in Canada and he US
thnough BMO Capital Markeb.

BMO Capital Markets is a trade narne used by BtilO Financial Group br the wholesale banking businesses of Bank of Monueal, BMO Hanis Bank N.A, (Member
FDIC), BMO heland Plc, and Bank of Monteal (China) Co. Ltd. and the inslitulional broker dealer businesses of BMO Capital Markeb Gorp. (Member SIPC), and
BMO Cafttal Markeb GKST Inc. (Member SIPG) in the U.S., BMO Nesbift Bums Inc. (Member Canadian Investor Protedion Fund) in Canada, Europe and Asia,
BMO Capital Ma*eb Limited in Europe and Australia and BMO Advisors Private Limibd in India.'Nestit Bums' is a registered tradernark of BMO Nesbit Bums
Corporation Limibd, used under license. "BMO Capital Markets" is a tEdemark of Bank of Montreal, used under license. "BMO (M-Bar roundel symbol)" is a
rcgistercd trademark of Bank of Monfeal, used under license.

@ Registered hademark of Bank of Montreal in the United States, Canada and elseu/here.
TM Trademark Bank of Montreal

OCOPYRIGHT 2OI4 BMO CAPITAL MARKETS CORP

Amemberof BMO @) FinancialGroup
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Rating (frorn Neutral) OUTPERFORIr
Price (29 Sep 14, US$) 40.84
Target price (US$) (from 41 00) 50 00'

30 Seotember 2014
Americas/United States

Equity Research
Natural Gas

Raising TP by $9, to $50 on Separation/MlP
Formation; Raise to O/P
Our take: With Nl only taking its EPS growth trajectory down by 100bp Io 4-60/o
after the separation of Columbia Pipeline Group which has -$700mm in 2015E
EBITDA, it's clear Nl's growth prospects are rising and difficult to see downside
to the outlook. CPG is expected to invest $12-$15b over the next 10 years
which should support double digit EBITDA groMh.

Risks to our call: Putting a value on Nl post separation given the financial
engineering - the lDRs, unit count, and capitalization information is very limited
though our preliminary assumptions suggest a higher valuation is supportable
(see risks section for more details).

Nl to Separate CPG, Form MLP to IPO in 2015: Nl announced plans to
separate into two publicly traded companies by spinning off its Columbia
Pipeline Group into a separate MLP. The new MLP (CPPL) will have its own GP
and lDRs owned by Columbia Pipeline Group (COLP), and will initially own
14.6% of CPG OpCo's (asset holding company)

Raising TP by $9 to $50, Upgrade to Outperform: We are valuing Nl shares
based on sum of the parts for now. We note that with $1 .2B+ being invested at
Columbia Op Co, mid-teens growth is sustainable for the next 5 to 10 years.
Thuswe are raising the multiple on 2015E EBITDAto the 14-15x range giving
us a TP on all Nl of $50. Together with the NTM dividend, gives a total return
potential of over 25%o, supportive of a relative O/P. We have given no credit for
Nl EPS growth falling by only 100bp despite the spin next year which suggests
accelerating growth at the utility.

12115E 12116E

52-week price range
Market cap (US$ m)

Share orice oerformance
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Research Analysls

John Edwards, CFA
713 890 1594

john edwards@credilsuisse, com

Abhlram Raiendran
212 538 9038

abhiram rajendran@credit-suisse com

Bhavesh Lodaya
212 325 2337
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NiSource Inc. r*,r
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DISCLOSURE APPENDIX AT THE BACK OF THIS REPORT CONTAINS IMPORTANT DISCLOSURES, ANALYST
CERTIFICATIONS, AND THE STATUS OF NON-US ANALYSTS. US Disclosure: Credit Suisse does and seeks to do
business with companies covered in its research reports. As a result, investors should be aware that the Firm may have a
conflid of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in
making their investment decision.
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MLP and Separation specifies
The Columbia Pipeline Group (CPG) will be separating from Nl and forming a standalone
MLP (NYSE: CPPL) which will operate under a general partner owned by Columbia
Pipeline Group (NYSE: COLP). The assets will be housed in CPG OpCo LP, of which
CPPL will initially own 14.60/o.The MLP will be the primary funding vehicle for $12-$158 in

organic projects highlighted in Exhibit 1. CLLP will be a pure-play natural gas pipeline,

midstream and storage business with an investment grade balance sheet and visible
double-digit distribution growth. Nl management indicated that both Nl and CPG will
benefit from the split as it will allow both to focus on their respective businesses, i.e.,

regulated utility and midstream. We agree. The MLP is expected to IPO in'1Q2015, with
CPG's separation from Nl to occur in mid-2015 following establishment of the MLP. CPG
will pay a one{ime cash distribution to Nl just prior to separation which will be funded by
-$38 in debt, and Nl shareholders will receive a pro-rata dividend of CPG shares. Nl's
dividend would be maintained in total following separation.

Exhibit 'l: Sl2-S158 of caoital oroiects identified bv GPG

! Midstream (Gathering &
Processing) Projects
(-s2B)

rFERGRegulated
Transmission Expansion
(-$7-eBi

r Pipeline lvlodemizafpn
(-s348)

Source: Comparry presenlation 9/29/1 4

Exhibit 2r Nl will own the MLP (GPPL) throuqh its ownership of Columbia Enerqv Group

Source: Company prasantation 9/29/1 4

$15

Nlsource Inc. (Nl)
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Exhibit 3: CPG asset
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Source: Company S-1 FilirU

The MLP's initial assets will consist of a 14.6oh interest in Columbia OpCo, whose
assets include:

Columbia Gas Transmission, LLC: 100% owned by Columbia OpCo, includes 11,200

miles of natural gas transmission pipeline, 98 compressor stations and 3,400 underground

storage wells with 290 MMDth of working gas capacity and operations located in

Delaware, Kentucky, Maryland, New Jersey, New York, North Carolina, Ohio,

Pennsylvania, Virginia, and West Virginia.

Columbia Gulf Transmission Company, LLC: 100% owned by Columbia OpCo,

includes 3,400 miles of natural gas transmission pipeline and 11 compressor stations with

-470,200 horsepower of installed capacity. Columbia Gulf is interconnected to major
natural gas pipelines in the Gulf Coast and as a response to increased Utica/Marcellus
production is currently undergoing bi-directional expansion.

Miffennium Pipeline Joint Venture: 47.5% owned by Columbia OpCo, includes 253

miles of natural gas transmission pipeline and three compressor stations. Millennium
Pipeline transports an average of lMMDth/d of natural gas from the Marcellus to southern
New York.

Hardy Storage Joint Venture:49% owned by Columbia OpCo, includes 12 MMDth of
underground storage capacity.

NiSource Midstream Services, LLC: 100% owned by Columbia OpCo, natural gas
gathering, treating, conditioning, processing and liquids handling in the Appalachian Basin.
Includes'104 miles of natural gas gathering pipeline and one compressor station with
6,800 horsepower of installed capacity.

Pennant Midstream, LLC: 50% owned by Columbia OpCo, includes 43 miles of wet
natural gas gathering pipeline infrastructure, a gas processing facility and a NGL pipeline.

NiSource Energy Ventures, LLC: 100% owned by Columbia OpCo, manages Columbia
OpCo's mineral rights positions in Marcellus and Utica Production rights to over 450,000
acres and subleased production rights to four storage fields. NEVCO owns 100% of
ownership interest in CNS Microwave, lNC, which provides ancillary communication
servrces.

NiSource Inc. (Nl)
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Nl to 4-6% EPS Growth Post-Split
Perhaps the most important news for Nl shareholders is the fact that Nl plans to grow
earnings and dividends by 4% - 6% annually after separating CPG, which is roughly 100bp
below previous guidance. This growth is expected to be driven by Nl's backlog of capital
investment projects totaling -30B over 20+ years and an average rate base growth of 8%
per year. Nl will also likely benefit from increased efficiencies by focusing solely on its
regulated gas and electric utilities business. Lastly, Nl now has the abili$ to use the MLP
as a vehicle to obtain financing needed for its robust capital program, which it can obtain
by dropping down incremental ownership interests of CPG OpCo to the MLP.

Exhibil 4: Nl Capital Investment Backlog -$308

rGeneratrfi lflve€drnenl
(-$1 78)

r Ell3ctlc TrarE{nassion
hv6unent (-cf -oB)

# EEctric Environmentd
hves8nent (-50 5Bl

rEletf}c Sysisn
Modemazattm (-$6.841

rcas System
Modemizatjm (-$a8l

Source: Company presentation 9/29/1 4

Valuation
The most challenging aspect of evaluating the separation is assigning the proper
valuation. Nl shareholders will receive a special dividend of COLP following the separation
which is exoected mid-2015 COLP is exoected to own 85.4% of CPG Op. the IDR's and
over 50% of the MLP. The formation of the MLP is expected to be completed in '1Q1 5.

Management says that the $1 28 /year in expected cap ex will be financed at the MLP yet
housed at CPG Op Co (which seems contradictory to us). Other Mid-stream MLPs have
EV/EBITDA multiples running 12-20x depending on the distribution growth rates.
Assuming $1.28 of capital investment at CPG overall and about $700mm in 2015 EBITDA
would suggest that teens type of EBITDA growth is in the future and suggests a multiple
uplift in the midstream assets to the 14-15x range and giving us a valuation range of $48-
$51 over the next 12 months, which we average to $50 Together with dividend would take
our total return outlook lo -25o/o and would warrant an Outoerform relative to our universe,

30 Septmber 2014

NiSource Inc. (Nl)
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Exhibit 5: Multiple uplift on Midstream Suggests Uplift in Valuation to the $50 range

30 S€ptember 2014

EBIT DEA EBITDAINI iletric Low Bas! Hish

Ebctb Seryices

Natral GasUlftes
TG&S (88.5% ofbusin€$)
TG&S (1 1.5% dropp€d Inb MLP)

Total Entorprl3e / Equlty Value
Ca$ I Equtvalenb

Shorlbrm Debt

Long-brm D€bt

L€$ NetD6bt
Le$ NetD€btafbubble b NIPSCo (-$1 1 billon)

Total Equlty Value

ShsresOubbnding

Psr Shar!

CurentShd. Pric€ (S6p 29, 2014)

Re!rn

Divd€nd p€r share (Est)

Dhidend Ybld

folal Relwn

PIE 18.0x 19,5x 21.0x

EV/EEITDA 100x 10.0x 10.0x

EV/EEITDA 14 0x '15 0x 16 0x

EV/EB|rDA f]!]II]]:I!I@

302.6 253.8 mz2
64'f.0 241.0 882.0

552.8 141.3 694.1

0.0 0.0 0.0

694.1

4,245.3

8,820.1

11,'t05.6

36388
88201
9717 4

$1,09

3%

38%

22,178,4

27.8

530.0

7,640.6

$40.84

200

$1,09

3%

23%

24,171.1

278
530 0

7,640 6

316

$17.88

1428

316

$54.19

$40 84

35%

Source: Company dala, Credit Suisse eslimales

Risks to our Gall
The main risk to our call is the valuation. There are few disputes with fundamentals in

terms of being very strong. The regulatory environment is benign and the gas production
in the Marcellus and Utica is expected to roughly double between 20'14 and 2020 trom
about 12-13bcf/d to24-26 bcf/d on average. So the risk is in the valuation - MLPs that
support this kind of projected EBITDA and what we believe will be mid{eens distribution
growth trade at high EBITDA multiples but we have not been able to completely verify our
calculations from the somewhat limited disclosures in the S-1 . But our preliminary

calculation suggests more upside than the uplift in the EV/EBITA multiple so we will keep it
here for now. The risk is in our being too aggressive pending modeling verification of our
preliminary calculation when we try to back into the cash flows from the restructuring
associated with the MLP formation and separation.

NlSource Inc. (Nl)

ngrhulen@nisorurrce"eorn Randy HLulen 0l3rl30l14 12:2V;A6, F'Mtr N{lsorLur,ee Goqporate Serr''ices ',1o"



GAS-ROR-O1O
Attachment D

32 of 91

\
UREDITSUISSE

Companies Mentioned frice as of 29Sep-2014)

Nlsource Inc. (Nl N, $40 M OUTPERFORI!|, TP $50 0)

30 September 2014

Disclosure Appendix

lmportant Global Disclosures

John Edwards, CFA, Bhavesh Lodaya and Abhiram Rajendran each certify, with respect to the companies or securities that the individual analyzes,

that (1 ) the views expressed in this report accurately reflect his or her personal views about all of the subject companies and securities and (2) no

part of his or her compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report,

3-Year Price and Rating History for lu,liSource Inc. (Nl.N)

Nl,N Closing Price Target Price

Date (US$) (US$) Rating 4s
24-Oct-11 22.92 21.00 N

28-Oct-1'1 22.52 24OO 40

02-May-12 25.M 26.00 * 
ss

01-Aug-12 25,38 27 00

2GFeb-13 27.M 29.00 30

01-May-13 30.61 31 00 zb
01-Aug-13 31.11 32 00

01-Novl3 31.72 33 00 20

2Han-14 34. 18 35 00

19Feb-14 35.40 38 00 NEUTRAL

21-Apr-14 3571 39 00

3GApr-14 36 32 40 00

31-Jul-14 37.68 41 00

- 
Target ftice 

- 
Closing R ics l.ll 1.1

l-.in- 13 1- "hn- 14

'Asferis,( sigrifes lnitiafion ot essunptlan of coverage

The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse's

total revenues, a portion of which are generated by Credit Suisse's investment banking activities

As of December 10, 2012 Analysts' stock rating are defined as follows:

Outperform (0) : The stock's total retum is expected to outperform the relevant benchmark*over the next '1 2 months.

Neutral (N) : The stock's total retum is expected to be in line with the relevant benchmark* over lhe next 1 2 months.

Underperform (U) : The stock's total return is expected to underperform the relevant benchmark* over the next 1 2 months.

^Relevant benchmark by regian: As of 1Ith Decenber 2012, Japalese ratings are hased on a stock's total relurn relative lo the analysf's coverage untverse which

cor']s/sfs0fa//con1paniesc0veredbylheana|ystwithinlhere]evantSectar'wjihoutpelornsreNesent||]gthenosf6flracflyeNeUt,.a/slhe/essat1
Underyeilorms the least athactive investmenl appoftuniiles As of 2nd October 2012 U S and Canadian as well as European |atings arc Dased or a sfock's foial
return relative to the analystE coverage universe whlch consisls af all contpanies covered by the analyst wilhin the televant sertot, wiih Aufuei forms representing the

nostattractjVe,Neufmisthe/essattractive.andUndererIarnstheleastettrctiveinvestmentoppodUnities
are based on a stock's tolal relun lelative to tl:r- average total return of the relevant country ot regional benchtnarki prior to 2nd October 2012 U.S and Canaclian

ratingswerebasedo,(1,]as.ocksabsOlute|ataIrfUnpotenfialloitscurrentsharepriceand(2)lheriatiVe
ananalyst'scoverageuniverse ForAustralianandNewZealandstccks, 12-nonthroilingyieldisincorporatedintheabsolutetotai returncalculationandalS%and
a 7.50,4 threshold replace the 1a4 5% level in the Augeiorn and Underpeiorn stock rating definitions, respectlve/y. The | 5% and 7.5% threshclds replace the +10-

1Sok and -10-150/o levels iD the Neutal stock raling definition, respectively. Hior tc 1Ith Decenber 2012, Japanese rctings were based on a siack's loial rel.urn

reletive lo the avercge lotal retum of the relevant country or regional benchnark

Restricted (R) : In certain circumstances, Credit Suisse poliry and/or applicable law and regulations preclude certain types of communications,

including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other

circumstances.

Volatility Indicator M : A stock is defined as volatile ifthe stock price has moved up or down by 20% or more in a month in at least 8 of the past 24

fionths or the analyst--expecb significant volatility going foruvard.

Analysts' sector weightings are distinct from analysts' stock ratings and are based on the analyst's expectations for lhe fundamentals and/or

valuation of the sectof relative to the group's historic fundamentals andior valuation:

Overweight : The analysl's expectation for the secto/s fundamenlals and/or valuation is favorable over the next 12 months.

Market Weight : The analyst's expectation for the sector's fundamentals and/or valuation is neutral over the next 12 months.

Undenreight : The analyst's expectation for the sectois fundamentals and/or valuation is cautious over the next 1 2 months.

NlSource Inc. (Nl)
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Credit Suisse's distribution of stock ratings (and banking clienb) is:

Global Ratings Distribution

Rating Versus universe (%) Of which banking clients (%)

Outperform/Buy' Mo/o (55% banking clients)

NeutraUflold' 39% (500/o banking clients)

Unde4erform/Sell' 14o/o (430/o banking clients)

Restricted 3Yo
*Forpurposesof theNySEandNASDratingsdistributicndisclosurerequircnents,ourstockratrrgsof Outpeiarn,Neutral andUnderpetlomDoslclosely
correspondloBuy,Hold,ahdSell,respectively:however,iheneaningsarenoffllesarre,asourstockraiingsaredeterminedonerelativebasls (Pleasercferto
delinitiotts above,) An investor's decisloD to buy or sell a security should be based an invesnent obj'ecfives. cunenl holdings, end othet individual factots.

Credit Suisse's policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the
market that may have a material impact on the research views or opinions stated herein.

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading, For more detail please refer
to Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: http://www.cslb,com/research and

analytics/disclaimer/managing_confl icts_disclaimer.html

Credit Suisse does not provide any tax advice, Any statement herein regarding any US federal tax is not intended or written to be used, and cannot
be used, by any taxpayer for the purposes of avoiding any penalties.

Price Target: (12 months) for NiSource Inc" (Nl"N)

Method: Assuming$l.2Bofcapital investmentatCPGoverall andabout$T00mmin20l5EB|TDAwouldsuggestthatteenstypeofEB|TDA
growth is in the future and suggests a multiple uplift in the midstream assets to the 14-15x range and giving us a valuation range of $48-

$5'l over the next 12 months, which we average to $50. Together with dividend would take our total return outlook to -25% and would

warrant an Outperform relative to our universe.

Risk: The main risk to our call is the valuation, MLPs that support this kind of projected EBITDA and what we believe will be mid-teens

distribution growth trade at high EBITDA multiples but we have not been able to completely verify our calculations from the somewhat
limited disclosures in the S-1. The regulatory environment is benign and the and gas production in the Marcellus and Utica is expected to
roughly double between 2014 and 2020 from about 12-13bdldto24-26 bcf/d on average.

Please refer to the firm's disclosure website at hftp//rave.credit-suisse.com/disclosures for the definitions of abbreviations typically used in the
target price method and risk sections.

See the Conpanies Mentioned sectbn for full company nanes

The subject company (Nl.N) cunently is, or was during the 12-mon$ period preceding the date of distribution of this report, a client of Credit Suisse.

Credit Suisse expecb lo receive or intends to seek investrnent banking related compensation from the subject company (Nl.N) within the next 3

months.

As of the date of this repo( Credit Suisse makes a market in the folloniring subject companies (Nl.N).

lmportant Regional Disclosures

Singapore recipienb should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report.

The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (Nl.N) within the past 12

months

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS-Non-Voting shares; RVS-Restricted Voting Shares;

SVS-Subordinate Voting Shares,

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit
http//www,csfb.com/legal_terms/canada_research_policy. shtml.

Credit Suisse has acted as lead manager or syndicate member in a public offering of securities for the subject company (Nl.N) within the past 3
yeaE.

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report.

Principal is not guaranteed in the case of equities because equity prices are variable.

Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that,

Nisource Inc. (Nl)
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For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at https//rave.credit-
suisse.conVdisclosures or call +1 (877) 291 -2683.

NiSource Inc. (Nl)
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Investment principal on bonds can be eroded depending on sale price or market price. In addition, there are bonds on which investrnent principal can
be eroded due to changes in redemption amounb. Care is required when investing in such instruments.
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COMPANY UPDATE

ftice/Book Value 2.22x

hdicated Dvidend / Yield $1.04 2.5o/o

Dvidend Clcle Feb., ltilay, Aug., ltv.

EPS FY 12131

Revenue ($mm)
Prior Curr. Prior Gurr,

2013 2014E 2014E 2015E 2015E

Year $6,300 $6,750

Company Description: Based in Merrillville, Ind.,
NiSource Inc. is a Fortune 500 company engaged in natural
gas transmission, storage and distribution, as well as

electric generation, transmission and distribution.
NiSource operating companies deliver energt to 3.7 million
customers located within the high-demand energt coridor
stretchingfrom the Gulf Coast through the Midwest to New
England. Generation sources: Coal 77o%, Natural Gas
22%, Hydro 1%.
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Analyst David Burks

502.588.8648 / DBurks@hilliard.com
Institutional Sales Desk Tim Rexing

502.585.8509 / TRexing@hilliard.com
J.J.B. Hilliard, W.L. Lyons, LLC

October 1.2014

NiSource Inc.
Nl -- NYSE - Neutral - 2

Company announces plan to separate into two
publicly traded companies and create an MLP

Investment Highlights

NiSource announced on September 28th that it plans
to separate into two companies: a fully regulated
natural gas and electric utilities company (NiSource),
and a pure-play natural gas pipeline midstream and
storage company (Columbia Pipeline Group - CPG).
The separation is expected to occur in mid-2015. In
addition, the company announced that it intends to file a
registration statement for an initial public offering of
common units representing limited partner interests in a
new master limited partnership to be named Columbia
Pipeline Partners LP. The MLP's initial assets are
expected to consist of a l4.6Yo interest in Columbia
Pipeline Group which represents nearly all of NI's
natural gas transmission, midstream and storage assets.

Separation plan terms. Under the separation plan,
NiSource shareholders would retain their current shares

of NiSource stock and receive a pro-rata dividend of
shares ofCPG stock in a transaction that is expected to
be tax-free to NiSource and its shareholders. The actual
number of shares that would be distributed to NiSource
shareholders will be determined prior to the closing.

NiSource will remain a large natural gas and electric
utility. It will serve more than 3.4 million natural gas

customers in seven states and 450,000 NIPSCO electric
customers in northern Indiana. NiSource expects to be
able to grow its earnings and dividends by 4oh to 6%o

annually. This potential growth is supported by multiple
infrastructure opportunities in the coming years.

Columbia Pipeline Group appears to have significant
growth potential. CPG expects to have projects that
represent potential capital investment opportunities of
$12-$15 billion over the next 10 years. This could drive
both future earnings and dividend groMh.

We would maintain positions in NiSource. In our
view, the company's proposed strategy has the potential
to enhance long-term shareholder value.

Prior Curr.
2014E 2014E

Prior
2015E

Curr.
2015E

1Q

2013

Year $1.58 $1.70 $1.82
25.9x 24.1x 22.5x

6'l%o

Note Important Disclosures on Pages 2 and 3.

Note Analvst Certification on 2.

2Q

4Q

ln
2Q
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Additional information is available upon request.

Analvst Certification

I, David B. Burks, hereby certi! that the views expressed in this research report accurately reflect my
personal views about the subject company(ies) and its (their) securities. I also certify that I have not been,
am not, and will not be receiving direct or indirect compensation in exchange for expressing the specific
recommendation(s) in this repoft.

Important Disclosures

Hilliard Lyons' analysts receive bonus compensation based on Hilliard Lyons' profitability. They do not
receive direct payments from investment banking activity.

Investment Ratings
Buy - We believe the stock has signifrcant total return potential in the coming 12 months.
Long-term Buy - We believe the stock is an above average holding in its sector, and expect solid returns
to be realized over a longer time frame than our Buy rated issues.
Neutral - We believe the stock is an average holding in its sector, is currently fully valued, and may be
used as a source of funds if better opportunities arise.
Underperform - We believe the stock is vulnerable to a price set back in the next 12 months.

Suitabilifv Ratines
I - A large cap, core holding with a solid history
2 - A historically secure company which could be cyclical, has a shorter history than a "1" or is subject to
event driven setbacks
3 - An above averag€ risk/reward ratio could be due to small size, lack ofproduct diversity, sporadic
eamings or high leverage
4 - Speculative, due to small size, inconsistent profitability, erratic revenue, volatility, low trading volume
or a nilTow customer or product base

Hlliard Lyons ratingsfcr N (NSd-FCElNq
dosing Flice Sep S, Al14: $4O S

Lqvld
NFlrleutral, T=Pri ce Target

+ Reiterated l.leutral

Elril#s.frn

Hilliard Lyons Equity Research Electric Utilities
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Hilliard Lyons
Recommended lssues

Investment Banking
Provided in Past 12Mo.

Ratinq
Buy
Hold/Neutral 71

Sell 5

As of3 Septem ber 2014

Stocks Govered Stocks Covered
49 39%

Bankinq No Bankinq
10% 90%
3% 97%
0o/o 1000

57%
4To

Other Disclosures

Opinions expressed are subject to change without notice and do not take into account the particular
investment objectives, financial situation or needs of individual investors. Employees of J.J.B. Hilliard,
W.L, Lyons, LLC or its affiliates may, at times, release written or oral commentary, technical analysis or
trading strategies that differ from the opinions expressed here.

J.J.B. Hilliard, W.L. Lyons, LLC is a multi-disciplined financial services firm that regularly seeks
investment banking assignments and compensation from issuers for services including, but not limited to,
acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as

placement agent in private transactions.

The information herein has been obtained from sources we believe to be reliable but is not guaranteed and
does not purport to be a complete statement of all material factors. This is for informational purposes and
is not a solicitation of orders to purchase or sell securities. Reproduction is forbidden unless authorized.
A11 rights reserved.

Hilliard Lyons Equity Research Electric Utilities
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NiSource Inc. (Nr)

NiSource to Separate, Form MLP

Key Takeaway
Thls afternoon, Nl announced that its Board of Directors had approved a plan to
split its utility and natural gas midstream operations into two distlnct, publlcly-
traded companles; thls ls to be achieved via a tax-free spin of Columbla Plpellne
Group In mld-2ol5. ln a separate announcement, Nl unveiled plans to file an S-1

Monday morning for an early 2Ol5 IPO of a midstream MLP. We await Monday's
Investor Day for greater detall on these strategic initiatives.

Tax-free spln of CPG to result In two investment grade energy companles. Nl
announced Sunday that its Board had approved plans to separate the company's utility
and midstream operations into wvo publicly-traded companies via a tax-free spin of the
midstream businesses in mid-2015. The transaction will create the Columbia Pioeline Group
Inc., a natural gas focused midstream company, and leave NiSource as a fully-regulated
natural gas & electric distribution company. Nl shareholders are expected to receive a

pro-rate dividend of CPG stock, with the exchange ratio to be determined prior to deal
closing. Nl's announcement comes amid a broader sector trend toward dis-aggregation of
integrated energy businesses and we highlight the tax-free spin of OKE's gas distribution
businesses into ONE Cas, Inc. (OCS) last February as the most recent comparable example.
Mgmt stated an expectation for both companies to carry investment grade credit ratings and
noted that the separation will not impact operational commitments or employment levels.

CPG to form MLP. In a separate press release this afternoon, Nl announced plans to
file an S-1 with the SEC on Monday for an early 2015 IPO of a midstream Master Limited
Partnership (MLP). The MLP, to be called Columbia Pipeline Partners LB will initially own
an approximate 14.6% interest in a to-be-formed CPC operating partnership, which will
own substantially all of Nl's transmission & storage assets. These initial MLP details closely
resemble the expectations outlined in our Investor Day Preview last week, in which we
estimated -15% of CPG would initially be dropped into a Nl-MLP in 1H15.

Growth and Investment updatei. Mgmt expects the utility companies (Nl pro-forma) to
produce annual earnings & dividend growth of 4-6% and noted that CPG's future earnings
& dividends will be driven by its net investment growth, though it refrained from citing a

numeric range. Mgmt also noted $12-$158 in CPG investment opportunities over the next
10 years, a notable increase from the previous $8-$108 range. With large-scale projects
such as Rayne/Leach XPress, WB XPress, and Cameron Access already in the works, and
annual FERC-tracked modernization investments running at $300mm, we look forward to
tomorrow's lnvestor Day for additional color on the expanded opportunity set. We note
that these CPG investments provide future drop-down opportunities to Columbia Pipeline
Partners, LP.

Sharer fairly reflect break-up value. While we are encouraged by the news as

separately-focused companies tend to more efficiently allocate capital and better capture
dedicated investor bases, we see the shares as already reflecting full Sum-of-the-Parts (SOP)

value. Our $40 price target is derived via a combination of SOB DCF, and target yield
approaches; however, our SOP analysis itseif, which includes an MLP component for CPG,
yields an approximate $40 outcome, just -496 above Nl's Friday closing price. Please see our
Investor Day Preview for a full description of our various valuation methodologies.

Anticipate grcater detail at tomorrow'r lnvestor Day. We await further detail on
todayrs strategic announcements at tomorrow's Investor Day. In particular, we anticipate
mgmt will review the strategy, timeJine, and valuation considerations of its plans in
prepared commentary and Q&A.

Investor Day Detalls: Sept. 29, 2014 @ 8:30am ET; Millennium Broadway Hotel, 145 W
44th Street NY. NY. Live webcast available at www.nisource com.
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Company Descrlption
NiSource, Inc. (NYSE: Nl) is a diversified energy holding company whose subsidiaries provide natural gas, electricit, and other energy products

& services to nearly 4 million U5 customers- The Company operates through three segments: Cas Distribution, Columbia Pipeline Group, and

Electric, The Gas Distribution operations provide natural gas service and transportation for residential, commercial and industrial customers

in Ohio, Pennsylvania, Virginia, Kentucky, Maryland, Indiana and Massachusetts. Columbia Pipeline Group offers gas transportation and

storage services for Local distribution companies, marketers and industrial and commercial customers located in Northeastern, Mid-Atlantic,

Midwestern and Southern states. The Electric Operations segment provides electric service in various counties in the northern part of Indiana,

NiSource was founded in 1987, is incorporated under the laws of the state of Delaware, and is headquartered in Merrillville, lN.

Analyst Certification
l, Christopher Sighinolfi, CFA, certify that all of the views expressed in this research report accurately reflect my personal views about the subiect
security(ies) and subject company(ies). I also certi{y that no part of my compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed in this research report.
l, Christopher Tillett, certify that al I of the views expressed in this research report accurately reflect my personal views about the subiect secu rity(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectl, related to the specific recommendations
or views expressed in this research repoft.
l, Corey Goldman, certify thatall of theviews expressed in this research reportaccurately reflect my personal views aboutthe subiectsecurity(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this research report.
As is the case with all lefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives
compensatlon based in part on the overall performance of the firm, including investment banking income. We seek to update our research as

appropriate, but various regulations may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large maiority
of reports are published at irregular intervals as appropriate in the analyst's judgement.

Meanings of fefferies Ratings
Buy - Describes stocks that we expect to provide a total return (price appreciation plus yield) of l5% or more within a 12-month period.
Hold - Describes stocks that we expectto provide a total return (price appreciation plus yield) of plus'15% or minus l0% within a 12-month period.

Underperform - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month
period.
The expected total return (price appreciation plus yield)for Buy rated stocks with an average stock price consistently below $10 is 20% or more within
a 12-month period as these companies are typically more volatile than the overall stock market, For Hold rated stocks with an average stock price
consistently below $10, the expected total return (price appreciation plus yield) is plus or minus 20% within a 

.12-month 
period. For Underperform

rated stocks with an average stock price consistently below $10, the expected total return (price appreciation plus yield) is minus 20% within a 12-
month Deriod.
NR - The investment rating and price target have been temporarily suspended, Such suspensions are in compliance with applicable regulations and/
or lefferies policies.

CS - Coverage Suspended. Jefferies has suspended coverage of this company.
NC - Not covered. Jefferies does not cover this company.
Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable securities
regulations prohibit certain types of communications, including investment recommendations.
Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on
the investment merits of the company are provided.

Valuatlon Methodology
lefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total
return overthe next l2 months. The price targets are based on several methodologies, which mayinclude, butare not restricted to, analyses of market
risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF,

P/FCF, premium (discount)/average group EVIEBITDA, premium (discount)/average group P/f sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

lefferles Franchlse Plcks

lefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 
.12 

month period. Stock selection
is based on fundamental analysis and may take into account other factors such as analyst conviction, differentiated analysis, a favorable risk/reward
ratio and investment themes that lefferies analysts are recommending. lefferies Franchise Picks will include only Buy rated stocks and the number
can vary depending on analyst recommendations for inclusion. Stocks will be added as new opportunities arise and removed when the reason for
inclusion changes, the stock has met its desired return, if it is no longer rated Buy and/or if it underperforms the S&P by 1596 or more since inclusion.
Franchise Picks are not intended to represent a recommended portfolio of stocks and is not sector based, but we may note where we believe a Pick
falls within an investment stvle such as orowth or value.
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Risk which may impede the ach:eyement of our Price Target
This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the
financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based

upon their specific investment obiectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of
the financial instruments recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and
income from, any of the financial instruments mentioned in this report can rise as well as fall and may be affected by changes in economic, financial
and political factors. lf a financial instrument is denominated in a currency other than the investor's home currency, a change in exchange rates may

adversely affect the price of, value of, or income derived from the financial instrument described in this report. In addition, investors in securities such
as ADRS, whose values are affected by the currency of the underlying security, effectively assume currency risk.

Distribution of Ratings
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Other lmportant Dlsclosures

lefferies Equity Research refers to research reports produced by analyss employed by one of the following lefferies Croup LLC ("lefferies") group
companres:

Unlted States: Jefferies LLC which is an SEC registered firm and a member of FINRA.

Unlted Klngdom: lefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in England and
Wales No. 1978621; registered office: Vintners Place, 68 Upper Thames Street, London EC4V 3BJ; telephone +44 (0)20 7029 8000; facsimile +44 (0)20
7029 8010.

Hong Kong: lefferies Hong Kong Limited. which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS545; located
atSuite 2201, 22ndFloor, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

Slngapore: f efferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #.15-2O, UOB Plaza 2,
Singapore 048524, telephone: +65 6551 3950.

lapan: Jefferies (apan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency oflapan and is a member
ofthe lapan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, 1-5-1 Yuraku-cho, Chiyoda-ku, Tokyo lO0-0006; telephone +813 5251
6100; facsimile +813 5251 5101.

Indla: jefferies lndia Private Limited (ClN - U7414OMH2OO7PfC200509), which is licensed by the Securities and Exchange Board of India as a Merchant
Banker (1NM000011443) and a Stock Broker with Bombay Stock Exchange Limited (1N8011491033) and National Stock Exchange of India Limited
(|N8231491032) in the Capital Market Segment; located a|42143,2 North Avenue, Maker l\4axity, Bandra-Kurla Complex, Bandra (East) Mumbai 400
051, lndia; Tel +91 22 4356 60O0.

This material has been prepared by lefferies employing appropriate expertise, and in the belief that it is fair and not misleading. The information set
forth herein was obtained from sources believed to be reliable, but has not been independently verified by lefferies. Therefore, except for any obligation
under applicable rules we do not guarantee its accuracy. Additional and supporting information is available upon request. Unless prohibited by the
provisions of Regulation 5 of the U.5. Securities Act of 1933, this material is distributed in the United States ("US"), by lefferies LLC, a US-registered
broker-dealer, which accepts responsibility for its contents in accordance with the provisions of Rule l5a-5, under the US Securities Exchange Act of
1934. Transactions by or on behalf of any US person may only b€ effected through lefferies LLC. In the United Kingdom and European Economic
Area this report is issued and/or approved for distribution by lefferies International Limited and is intended for use only by persons who have, or have
been assessed as having, suitable professional experience and expertise, or by persons to whom it can be otherwise lawfully distributed. lefferies
lnternational Limited has adopted a conflicts management policy in connection with the preparation and publication of research, the details of which
are available upon request in writing to the Compliance Officer. Jefferies International Limited may allow its analysts to undertake private consultancy
work. lefferies International Limited's conflicts management policy sets out the arrangements lefferies International Limited employs to manage any
potential conflicts of interest that may arise as a result of such consultancy work. For Canadian investors, this material is intended for use only by
orofessional or institutional investors. None of the investments or investment services mentioned or described herein is available to other persons

or to anyone in Canada who is not a "Designated Institution'r as defined by the Securities Act (Ontario). In Singapore, Jefferies Singapore Limited is

regulated by the Monetary Authority of Singapore. For investors in the Republic of Singapore, this material is provided by lefferies Singapore Limited
pu6uantto Regulation 32C ofthe Financial Advisers Regulations. The material contained in this documentis intended solelyforaccredited, expertor
institutional investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). lf there are any matters arising from, or in connection
with this material, please contact lefferies Singapore Limited, located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore 048624, telephone: +65
5551 3950. In lapan this material is issued and distributed by lefferies (apan) Limited to institutional investors only. In Hong Kong, this report is

issued and approved by lefferies Hong Kong Limited and is intended for use only by professional investors as defined in the Hong Kong Securities and
Futures Ordinance and its subsidiary legislation. In the Republic of China (taiwan), this report should not be distributed. The research in relation to
this report is conducted outside the PRC. This report does not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC.

PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant approvals, licenses,
verifications and/or registrations from the relevant governmental authorities themselves. In India this report is made available by Jefferies India Private
Limited. In Australia this information is issued solely by lefferies International Limited and is directed solely at wholesale clients within the meaning of
the Corporations Act 2001 of Australia (the " Act") in connection with their consideration of any investment or investment service that is the subject of
this document. Any offer or issue that is the subject of this document does not require, and this document is not, a disclosure document or product
disclosure statement within the meaning of the AcL lefferies International Limited is authorised and regulated by the Financial Conduct Authority
under the laws of the United Kingdom, which differfrom Australian laws. lefferies International Limited has obtained relief under Australian Securities
and Investments Commission Class Order 03/1099, which conditionally exempts it from holding an Australian financial services licence under the
Act in respect of the provision of certain financial services to wholesale clients. Recipients of this document in any other iurisdictions should inform
themselves about and observe any applicable legal requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any opinion or
estimate constitutes the preparer's best j udgment as of the date of preparation, and is subject to change without notice. Jefferies assumes no obligation
to maintain or update this report based on subsequent information and events. lefferies, its associates or affiliates, and its respective officers, directors,
and employees may have long or short positions in, or may buy or sell any of the securities, derivative instruments or other investments mentioned or
described herein, either as agent or as principal for their own account. Upon request Jefferies may provide specialized research products or services
to certain customers focusing on the prospects for individual covered stocks as compared to other covered stocks over varying time horizons or
under differing market conditions. While the views expressed in these situations may not always be directionally consistent with the long-term views
expressed in the analyst's published research, the analyst has a reasonable basis and any inconsistencies can be reasonably explained. This material
does not constitute a personal recommendation or take into account the particular investment obiectives, financial situations, or needs of individual
clients. Clients should consider whether any advice or recommendation in this report is suitable for their particular circumstances and, ff appropriate,
seek professional advice, including tax advice. The price and value of the investments referred to herein and the income from them may fluctuate. Past
performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange
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rates could have adverse effects on the value or price of, or income derived from, certain investments. This report has been prepared independently of
any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of securities. None
of Jefferies, any of its affiliates or its research analysts has any authority whatsoever to make any representations or warranty on behalf of the issue(s).

Jefferies policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior
to the publication of a research report containing such rating, recommendation or investment thesis. Any comments or statements made herein are
those of the author(s) and may differ from the views of Jefferies.

This report may contain information obtained from thi rd parties, includi ng ratings from credit ratings agencies such as 5tandard & Poor's. Reproduction
and distribution of third party content in any form is prohibited except with the prior written permission of the related third party. Third party content
providers do not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings, and are not responsible for
any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. Third party content
providers give no express or implied warranties, including, but not limited to, any warranties of merchantability orfitness for a particular purpose or
use. Third party content providers shall not be liable for any direcg indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content,
i ncluding ratings. Credit ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They
do not address the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice.

lefferies research reports are disseminated and available primarily electronically, and, in some cases, in printed form. Electronic research is

simultaneously available to all clients. This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of
lefferies. Neither lefferies nor any officer nor employee of lefferies accepts any liability whatsoever for any direct, indirect or consequential damages
or losses arising from any use of this report or its contents.

For lmportant Disclosure information, please visit our website at https://iavatar.bluematrix.com/sellside/Disclosures.action or call l.888.JEFFERlES

@ 2014 lefferies Croup LLC
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NiSource, Inc.:
Upbeat Analyst Day; Raising Price Target Given Stronger Growth

Paul T Ridzon: (216) 689- 0270 - pridzqrr@ke,y.ppm

.. .John" Barta: (21 6) 689- 3386 - john_Lbarta@keyesm

ACTION STATEMENT
NiSource, Inc. (NI-NYSE) hosted an analyst day to update investors on its corporate
separation plan, its planned IPO and an updated capital forecast. We viewed the event
positively. We believe the separation allows for two cleaner stories, each attractive
to different investor bases. Given attractive investment opportunities, Nl updated its
capital forecast. We have increased our price target to $44 from $41 per share.

. Price Target: $44.00 from $41.00

KEY INVESTMENT POINTS
Nl hosted an analyst day on September 29, 2014 to update investors on its decision
to separate its company into two publicly traded companies. The regulated utility
companies will remain at Nisource, while the natural gas transmission, storage and
midstream businesses will comprise Columbia Pipeline Group (CPG).

Nl plans to IPO an MLP atthe midstream segment in 1Q15, and complete the corporate
separation mid 2015.

N I updated its capital expenditure forecasts at the regulated utility and CPG segments.
We believe the plans position both segments to be very well positioned relative to their
peers. The utility segment is expected to grow rate base by an average 8% annually,
while CPG is expected to grow at a CAGR ol 2oo/o, which will likely triple assets by
2020to an estimated $12.5 billion.

We have updated our valuation given the separation plans and more robust capital
forecast We have raised our price target to $44 from $41 per share.

VALUATION
Our $44 price target is based upon a sum of the regulated utility based upon a P/
E methodology and CPG based upon an EBITDA valuation. We value the regulated
utility at $18 per share based on our 2015 forecast of $1 05 and a target P/E ratio of
17.0x. This target valuation represents a 5% premium to peers, which we believe is
justified by the combination of a robust capital plan backed by constructive regulation.
For CPG, we grow $600 million of trailing EBITDA by 2Oo/" (per the targeted asset
growth rate) and apply a 15.5x EV/EBITDA multiple, which we believe is justified by
Nl's growth platform and strategic position in the Utica and Marcellus. A peer group
we view less well positioned trades at a multiple of 13.6x. Subtracting $3 billion of debt
that Nl indicated it would issue at the CPG level leaves an equity value of $8-16 billion,
or approximately $26 per share, resulting in our $44 price target. Nl is trading at an
overall 2015 P/E ratio of 22.7x compared with its peers, which are trading at a 2015 Pl
E ratio of 16.2x, and our price target reflects a 2O15 PIE ralio of 24.4x.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS. PLEASE REFER TO PAGES 3 - 4 OF THIS NOTE.
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RISKS
We believe the primary risks to achieving our price target include: any deterioration of regulation; and any inability to execute on
the growth initiatives that management is targeting. We believe management has historically been somewhat conservative in its
communications with investors.

DISCUSSION
As discussed, Nl hosted an analyst in New York on September 29. 20'14. Key takeaways ftom the meeting are discussed below:

Business Separation - Nl announced plans to separate its state regulated utility electric and natural gas utilities from its FERC
regulated pipelines, storage and midstream segments. We believe this facilitates valuation and more closely aligns the assets with
sDecifi c investor classes.

MLP Formally Announced - As widely anticipated, Nl announced plans to form an MLP at the CPG segment. Nl expects to IPO
Columbia Pipeline Partners (CPPL- NYSE) during 1Q15. The structure calls for 100o/o of CPG to be held by an operating company
(CPG OpCO). Initially, roughly 15% of the OpCo will be offered to limited partners with the balance held by CPG. The general partner
will be 100% owned by CPG. Rather than dropping discrete assets into the MLB we expect percentage interest in CPG will be sold
to limited partners, allowing management to grow the MLP in a very controlled manner The filing of the S- 1 Registration statement
precludes management from discussing the MLP and, largely by reference, CPG in greater detail.

Updated Capital Plans - Nl updated its capital plans and gave a view of a longer dated investment runway. At the regulated utilities,
Nl forecasts a $30 billion ($20 billion at the LDC's and $10 billion on the electric side) investment opportunity over 20 years. In the
more near term, utility investment is expected at approximately $1 2 billion per year, driving 8% rate base groMh (off a current level
of $7.4 billion) and earnings and dividend groMh of 4- 6%. 75% of the capital is expected to drive revenue increases (in excess of
depreciation). Previous grorvth discussions were around investment of up to -$16 billion.

On the CPG side, Nl's presence in the Utica and Marcellus drive stronger growth. Assets are forecast to grow from the current -$4
bilfion level to $12.5 billion by 202O, an approximate 20% CAGR. Management expects longer-term investment of $12 billion-$15
billion over the next 10 years. Previous forecasts discussed a -$1 0 billion opportunity.

Minimal Dissynergies - Management indicated that costs to achieve the separation would be on the order of "a couple hundred
million" and that the cost structure going forward for the separated entities would increase due to the separation by an amount that
was not material.

Dividend Outlook - Management forecasts that the dividend of the two companies would collectively be equal to the current Nl
dividend of $ 1.04 per share. We expect that the regulated utilities will continue to pay roughly 60-70Yo of earnings out in dividends.
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KeyBanc Capital Markets Inc. Disclosures and Certifications
NiSource, Inc - Nl

We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months

During the past 12 months, NiSource, Inc. has been a clientof thefirm orits affiliatesfornon-securities related services.

As of the date of this report, we make a market in NiSource, Inc..

Reg AIC Certification

The research analyst(s) responsible for the preparation of this research report certifies that(1) all the views expressed in
this research report accurately reflect the research analyst's personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.
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Ratrng Sysfem

BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to l2 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources @nsidered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otheruise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst's productivity, the quality of the analyst's research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm's performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.
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Nl - QA: Separation Shows Commitment to Value

KeyBanc Cepital Markets Inc
Member NYSE/FINRAJSIPC

Creation; More Details at Meeting

Paul T Ridzon: (216) 689- 0270 - oridzon(akev.com
John Barta: (216) 689- 3386 - john i barta@kgyrelo

KEY INVESTMENT POINTS
NiSource, Inc. (Nl- NYSE) has announced that on top of forming an MLP for its midstream segment (as was widely expected), it will

effect a tax- free corporate separation of its regulated utility businesses and its natural gas pipeline, midstream and storage businesses
The new public entity will be known as Columbia Pipeline Group (CPG). The new segment is expected to trade under the symbol

COLP COLP will be the entity to form the N/LP The spin is expected around mid- 2015.

We expect this announcement will be well received by investors, given several positives aspects, including:

o Separation Allows Clearer Path to Valuation - We believe COLP's value has been masked by the P/E valuation methodology
we believe is widely used given that the majority of earnings are derived from regulated operations

o Access to Different Investor Bases - We believe the current structure of Nl may be limiting potential interest from various investor
classes. The different classes we think may have been precluded are midstream, pure utility and MLP investors.

o More Attractive M&A Charactedstics - While not an absolute deal killec we believe Nl's current diverse businesses may have

been a potential impediment to merger activity. We expect pure regulated and pure midstream entities are likely more easy entities
with which to transact.

o Differentiated Strategy Should Be Well Received - Other entities announcing MLPs have performed well into the anticipated
announcement of MLP formation, then tended to languish post announcement. In our view Nl has created a more clear path to
value creation by its planned corporate separation.

VALUATION IMPLICATIONS
As discussed, we expect the separation to more clearly define the value of Nl's asset portfolio. We value the Indiana electric utility and
local gas distribution utilities at roughly $17 per existing Nl share, based upon our expectation of roughly $1 05 of 2015 earnings from
these segment at a blended P//E multiple of 16 2x Nl has indicated in the past that it expects to grow CPG at 10- 12o/o In light of the
attractive additions to project backlog, we fully expect Nl management to raise this growth rate at its investor presentation. LTM EBITDA
of roughly $600 million and growing it at 13- 14o/o (13.5o/o midpoint) yields $681 million of foruard EBITDA. While we await further
details at analyst day regarding the capital structure of COLB we believe $3 billion of leverage would provide the credit protection that
Nl has indicated was necessary before pursuing an MLP

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS. PLEASE REFER TO PAGES 2.3OF THIS NOTE.



GAS-ROR-O1O
Attachment D

49 of 91

Quick Alert
September 28,2014

KeyBanc Capital Markets Inc. Disclosures and Gertifications
NiSource, Inc. - Nl

We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliales for non- securities related services.

As of the date of this report, we make a market in NiSource, Inc.-

Reg AIC Certification

The research analyst(s) responsible for the preparation of this research report certifies that(1) all the views expressed in
this research report accurately reflect the research analyst's personal views about any and all of the subject securities or
issuers; and (2) no part of the research analysts compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Three- Year Rating and Price Target History
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Rating Disclosures

Distribution of Ratings/lB Services Firmwide and by Sector
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Rating Sysfern

BUY - The security is expected to outperform the market over the next six to 1 2 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time,

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst's productivity, the quality of the analyst's research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm's performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.
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NiSource, Inc.
Unlocking the Embedded
Value of Midstream Assets

NiSource unveiled the spinoff of COLP (Columbia
Pipeline) and the formation of CPPL {rnidstrearn
MLP) at its analyst day and outlined a capex
opportunity of more than $40b by 2020 for the
entire company.

NiSource analyst day highlights separation
potential given leading position within the
Marcellus and Utica shales. Despite limited details
on COLP or CPPL's strategy, investors were
encouraged by the value unlock proposition of spinning
off COLP and establishing CPPL as a dropdown
vehicle with significant exposure to infrastructure
investment within the Marcellus and Utica. However,
there is a debate around what is currently priced in the
stock. Management outlined an investment opportunity
of $1 2-1 5b of projects over the next 1 0 years for CPPL
and expects to place into service almost $4b of projects

by YE18. Additionally, NiSource sees a bright outlook
at LCD and NIPSCO, where -$1.2b of expected annual
capital investment will produce 4-6% of expected EPS
and dividend growth. Nl noted that once the MLP IPO
and COLP spin-off is complete, they will provide more
detailed guidance on the proforma entities.

Long-term value, but could take some time to play
out. While the formation of an MLP does not come as

a surprise, spinning off COLP is a positive long-term
development. This standalone structure will highlight
the GP value of CPPL as COLP transitions to an asset-
light GP Holdco over time (similar to WMB, OKE, and
SE). We believe that this strategic move could
represent further valuation upside, but details around
dropdown pace and payout policy are needed in order
to become more constructive. We exoect the stock
could hade somewhat range-bound until the market
gets this clarity and while we see long{erm value in the
pro-forma entities, we acknowledge it could take time to
play out. We maintain our EW rating and increase our
price target to $45 from $43. P/ease see the following
pages for our key takeaways and analysis.

rglh,ulen@nlsror.nrce.Gorirl Ranrelly lluLlen 0)9/310/1 41 12:2!€;.3'6,

Morgan Stenl€y & Cq LLC
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Key Ratios and Statistics

Reuters: Nl.N Bloomberg: Nl US

0iversilied Natural Gas / United States of America

Price target

Shr price, close (Sep 29,2014)

Mkt cap, cur (mm)

s2-Week Range

$45.00

$40 84

$1 2,955

$40.84-30 10

Fiscaf Year ending 12J13 1414e 12J15e 12116e

Modelwa.e EPS ($) L57 1.68 1.81 't.92

Prior Modelware EPS ($)

PtE 20.9 24.3 22.5 2'1.2

Consensus EPS (tls 1.55 '1.71 l.84 2-O1

Div yld (o/o) 3 0 2.5 2.6 2.7

framewrk (pl€sse ss explanation later in this note)

S = Con$nsus data is povidod by Thomgn ReuteF Estimat6
a = Morgan Stenl€y R€s€arch estimates

factor in making heir investrnent decision.

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As
a result, investors should be aware that the firm may
have a conflict of interest that could affect the
objectivity of Morgan Stanley Research. Inv€stors
should consider Morgan Shnley Research as only a

eertification and other irnportant
, referto the Disclosure Section,

at the end of this report.

Serulaes Co.
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NiSource (Nl, Equal-weight)

Sep-l 2 MaF13 Sep-13 Mar-14

MORGAN STANLEY RESEARCH

September 30, 2014
Nisource. lnc.

Risk-Reward View: Strong Marcellus + Utica Midstream Potential
$60

549.84 :i
La,ltl )

0

Why Equal-weight?
o Numerous midstream opportunities
surrounding its existing pipeline
systems in the Marcellus + Utica
provide exceptional long-term value.
. Restored earnings power at
regulated utilities segments.
o Announced separation of
midstream and utility businesses
should help value recognition with
upside in aggressive MLP/GP

scenario, but next leg of
outperformance is likely dependent on
execution and might ultimately take a
period of time to be realized.

Key Value Drivers
. Executing Marcellus + Utica
midstream projects on time and below
budget.
o Execution on its regulatory agenda
(e.9, infraskucture modernization
plan, filing rate cases, implementing
trackers / cost recovery mechanisms).
o Stable dividend groMh profiles

consistent with both of Nl's core
businesses as they migrate to stand-
alone entities.

Potential Catalysts
o MLP formation adds to value of Nl

and offers further upside on projects

and acquisitions, particularly through
general partner value recognition.
o Uodates to rate case settlement
approval by regulatory bodies.
. Announcement of additional
Marcellus or Utica p@ect or
acquisition beyond those included in
guidance.

Where We Could Be Wrong
. Regulatory risks associated with
Marcellus andior Utica drilling puts a
hold on midstream project expansions.
o Execution challenges

. Pri€ Ter$t (Sepi5)
- 

Histori€l Stock Pedormanco

Sep-14 Matr1s

. Cuiient Stock Pilc€

Sep-'15

Sour@: Thomsonone; Morgan Stanley Research

Price Target S45

Bull Case

$ss
Increasing Marcellus/Utica market share and utilities
outperform; more projects, aggressive MLP/GP strategy. Nl
gains larger Appalachian market share than anticipated from new
production, fostering additional capital spend in the CPG
segment. Newly formed CPPL and COLP aggressively pursue

organic and third party growth and achieve premium resulting
valuations in stand-alone structures committed to high-payout,
high groMh strategies.

Base Case

$45

Business separation allows better recognition of execution
on Marcellus / Utica opportunities. Nl places Marcellus/Utica
growth projects on budget and on time. Nl's adoption of an MLP
is followed through with a periodic dropdown strategy

Bear Case

$33

Marcellus opportunities fail to materialize. Marcellus
regulation issues persist or worsen, prolonging development. The
required infrastructure projects are delayed causing Nl to push

back expansions and the stock re-rates lower given weaker
growth profile Nl underutilizes its MLP.

$50 00 (+22%)

933 00 ClS%j::

rghrurlen@nisourrcc"@orn Rianrdy Hulen Ogl30l14 12:26".36, P'ft4 tr\iisorura€ Coryronate Senv,fres Go
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Transaction Overuiew

> Transaction Overview: NiSource announced its plan to
separate into tvvo publicly traded companies (NiSource

and Columbia Pipeline Group). The separation is
expected to occur in mid-2015. No state or regulatory

filings are needed for the transaction to proceed, which
will be wholly controlled by NiSource. Under the
separation plan, NiSource shareholders would retain their
cunent Nl shares and receive a pro-rata dividend of CPG
stock in a tax-free transaction. Prior to the separation, Nl

expects to complete a debt recapitalization, where
NiSource will reduce its net debt by receiving a one-time
cash distribution from CPG, which will be funded through
the issuance of longterm CPG debt (-$3bn) Nl and

CPG will both target investment grade credit metrics pro

forma thekansaction. Separately, Nl announced its

intent to form a midstream energy MLP. lts initial assets
will consist of a 14.6% interest in CPG OpCo LP, which
will own substantially all of Nl's midstream assets. CPG
will own the general partner and limited partner units in
the newly formed MLP.

Exhibit 1

Separation Timeline
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> MLP Value Creation. With the creation of a dedicated
midstream MLP, CPPL should be able to leverage an

advantaged cost of capital. The absence of taxes at the
company level would allow CCPL access to a lower cost
of capital than is typically available to corporations,
allowing the MLP to pursue projects that might not be

feasible for a taxable entity. An advantaged cost of
capital would greatly aid CPG as it executes on $12-15b
of expected infrastructure investment opportunities over
the next ten years. Secondly, Nl should see a significant
valuation uplift from greater transparency on its
midstream eamings and cash flow growth.

MORGAN STANLEY RESEARCH

Seplember 30, 20'14
Nisource. lnc.

Exhibit 2

Proforma Nl and CPG
Two Premier companles with
Signiticant Growth Potentlal
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> NUCPG Separation Value Creation. The breakup of
NiSource and CPG also creates several value-enhancing
initiatives. First, the creation of CPG forms a public

structure, which will hold the general partner and

incentive distribution rights (lDRs) of CPPL. With CPPL's
strategy of capitalizing on organic expansion
opportunities and through dropdown acquisitions
(increasing ownership interests in Columbia OpCo), we
believe that the corresponding IDR cash flows will grow

significantly, which investors should value at a premium

multiple, given CPPL will represent an early-stage
Marcellus/Utica dropdown MLP with a compelling mix of
dropdown and organic growth opportunities. Secondly,

€#@bBliblatMrslgsr trsstrEsflt4ddd ErpMqedwudhglqldq,.-1 . crsdil sdt
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CPG should be able to adopt a payout strategy suitable
to its dedicated cash flow streams. Before, NiSource
traditionally pursued a 60-700/o payout ratio, given its mix
of LDC, NIPSCO, and Midstream earnings. However,
with CPG solely dedicated towards midstream, CPG

should be able to adopt a payout ratio (presumably
higher) more fifting to their cash flow streams and new
general partner and IDR cash flow streams. Lastly, the
ownership of CPPL's GP and IDR interests exposes CPG
to upside from M&A at the CPPL level through acqetive
acquisitions and additional equity issuance.

F Large capex backlog dedicated to midstream. The
Columbia Pipeline system is strategically located in that it
links Marcellus and Utica supply regions to the Midwest,

Mid-Atlantic, and Gulf Coast markets. With significant
new supply sources arising out of the Marcellus/Utica,
Columbia has been able to identify several large-scale
projec{s (Rayne/Leach Xpress, WB Expansion, Cameron
Access) providing line of sight towards earnings and cash
flow groMh throughout the end of the decade ($12-15b
groMh projec{ inventory over the next 10 years). The
Columbia system is underpinned with fee-based (-90%
demand based) long-term firm contracts with minimal
commodity/volumetric exposure. Columbia is also
undergoing a sizeable system modemization program,

which reoresents a $4-5b investment over the next 1 0-l 5
years, where the company will earn a retum on upgrading
compression, replacing aging infrastrucfure, and
increasing in-line inspections. Columbia also has a
growing midstream business (gathering and processing)
which is a joint venture with privately owned Hilcorp. The
company is currently contemplating a second phase of
their joint venture (Pennant ll) which would involve an
incremental $2S0mm investment over 2015-2018 and
would position the company to win new third-party
midstream business ($500mm opportunity over 2016-
2018).

Exhibit 4

MORGAN STANLEY RESEARCH

Septemb€r 30, 2014
NiSource, Inc.

) Opportunities at NIPSCO/LDC. NiSource has identified
2O-plus years and -$30 billion of investrnent opportunities
in its natural gas LDC and NIPSCO electric businesses,
with annual capex totaling -$460-$605mm for LDCs and

-$175-$500mm for NIPSCO elec{ric. Capital investment
will be focused on expanding distribution programs and
growing NiSource's customer base, enhancing the
electric transmission system, and modemizing gas &
electric infrastructure. With -75o/o of eapex expected to
be revenue-producing and complementary rate structures
and tracker mechanisms, Nisource exoects that its
capital investment program will lead to a 4-6% annual
EPS and dividend growth rate.

Sour€: Company data
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CPPL DCF Contrlbutlon by Asset

Morgan Stanley

CPPL Summary

Extensive East Coast interstate and siorage footprint
at Golumbia OpGo. Columbia OpCo owns and operates

one ofthe largest underground natural gas storage
systems in the United States, with approximately 300

MMDth of working gas capacity, as well as an extensive
interstate pipeline networking serving customers in 15

states from the Gulf of Mexico to New York. CCPL's initial

assets will include a 14 6% limited Dartner interest in

Columbia OpCo, as well as the non-economic general
partner interest.

Distributable cash flow profile levered toward steady
cash-flow generating interstate assets. Excluding cost
recoveries under regulatory tracker mechanisms, 93% of
Columbia OpCo's revenue for the year ended December
31 , 2013 was generated under firm revenue contracts
with a weighted average remaining contract life of 5.2
years. Through its ownership interest in Columbia OpCo,

CPPL's initial assets include FERC-regulated interstate
pipeline and storage assets as well as gathering,
processing and mineral rights assets. FERC-regulated

assets including Columbia Gas Transmission, LLC,

Columbia Gulf Transmission Company, LLC, Millennium
Pipeline Joint Venture, and Hardy Storage Joint Venture,
constitute the majority (-87%o) ol CPPL's initial forecasted
distributable cash flow. The remaining -13% of
distributable cash flow is attributable to ownership
interest in Columbia OpCo's gathering, processing, and

mineral rights assets, including NiSource Midstream
Services, LLC, Pennant Midstream, LLC, and NiSource
Energy Ventures, LLC Exhibit 1 0 offers an asset-level
overview of exoected distributable cash flow contribution
from CPPL's initial assets.

Multi-tiered strategy provides optionality for
executing distribution growth CPPL expects to
generate increasing quarterly cash distributions through
four principal business strategies: 1) capitalizing on $4 0
billion of organic grovvth opportunities expected to be

completed by the first quarter ot 2018,2) increasing
ownership interest in Columbia OpCo by exercising
preemptive rights to purchase equity interest issued to

fund CPPL capex, 3) maintaining and growing stable
cash flows by focusing on minimizing commodity
exposure and winning long-term firm customer
commitments and 4) targeting a conservative and flexible
capitial structure, while conbibuting substantially all of the
capitial required to finance Columbia OpCo's organic
expansion projects and pursuing third-party acquisitions.
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Exhibit I
Nl MLP (CPPL) IPO Assumptions
MLP IPO Assumptlons

Metric
Assumed IPO Unit Price ($ / unit) 20.00

Assumed Fully Distributed Yield (%) 2.50%

IPO Discount

Assumed IPO Yield (%)

lmplied P/DCF 31.1x

lmolied EV/EBITDA 31 .1x

LP Share (%)

NTM LP Dstribution ($MM) 58.54

lmplied Equity Value ($MM) 2.06

LP Units Outstanding (MM) 101 .8

lmplied MQD / Distribution ($ / unit) 058

IPO Size ($MM) 750

Public Units (MM) 37.5

Public Ownership (%) 36.8%

Sponsor Ownership (%) 63 2o/o

&u@: Qmpany uaE, rcEan Sbnley Kffircn

Exhibit I
Nl MLP (CPPL) Estimated Distributable Cash Flow
Edlmated Distributable Cash Flow
$lr'i"i
T,ti.) ! ?, i.,/j tji : i i ; :: I ! i J I J ...,,..::::]a:i

MORGAN STANLEY RESEARCH

Ssptember 30, 2014
NlSource, Inc.

15%

Total EBITDA

MLP lnitial EBITDA

620 0

90.5

Less: Cash Interest Paid

Less: Income Taxes Paid & Other

(2.6)

(6.4)

Less: Main. Capex

Total DCF

/tq cl

oc. /u

Cowrage

Total Distributions

1.10x

59.73

Market Cap

Net Debt

2,036

758

Enterprise Value

Sour€: Company Data, irorgan Stianl€y R@rch

2,794
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Exhibit 10

Nl MLP lllustrative

MORGAN STANLEY RESEARCH

September 30, 2014
Nisource. lnc.

Unit V€lue (tEding to 6 2 5% yi€ld)
Equity Raisd
D€bt Raisd

EBITOA
Debt
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Exhibit 'l'l

Nl Midstream lllustrative Capex
TopDown Capex

Total CPG Capex
Maintanence Capex
Total - Maintanence
Columbia Gas Modemizalion
Midstream Capex
Residual Pipeline & Storage Capex

Bottom{rp Growth Capex

Columbia Gas Modemization
Pipeline & Storaqe Capex
Midstream Capex
Total CPG Capex

Modeled Growth Capex
Columbia Gas Modemization
Pipeline & Storage Capex
Midstream Capex
Total Growth Capex
Maintanence Capex
Total CPG Capex

Columbia Gas Modemizalion
Assumed Multiple

Pipeline & Storage Capex
Assumed Multiple

Midstream Capex
Assumed Multiple

Additional EBITDA
pipeline

midstrcam
Total EBITDA

Invested Capex
Source: Company Dab, Morgan Stanley Regrch
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Valuation of Combined Nl

To determine fair value for the newly reconfigured Nl,

we leverage two primary methods: 1) sum of parts
analysis and 2) relative trading multiples against the
two newly formed entities' closest comps. Excluded

from our formal price target derivation but nonetheless
likely to be tools as well over time are implied dividend
yield/groMh and dividend discount model analyses as

COLP executes on its business strategies and transitions
to a general partner holdco model pivoting toward a high

dividend payout and grovvth-focused model. As a result
of formal announcement of plans to pulsue an MLP
as well as management's new strategic decision to
fully separate the midstream and utility businesses,
we are raising our price target on Nl to $45 (ftom $43).

> 1.) Sum of Parts Analysis - $49 fair value. Given the
disparate nature of Nl's assets and resulting strategic
decision toward separation, sum of parts analysis is
particularly helpful as it isolates the various sources of
value uplift. In the following pages, we detail the
illustrative impact of MLP formation and pursuit of a dual
groMh capital expenditure and parent asset dropdown
strategy as it relates to the economics benefits of COLP's
general and limited partner interests. With the separation
of the utility and midstream businesses, full value
recognition of the two businesses and its attendant
structures is more likely, but we note could take time to
achieve as groMh project execution and retum of cash to
shareholders is realized.

MORGAN STANLEY RESEARCH

Septsmber 30,2014
Nlsource, Inc.

Exhibit 12

Nl Sum of Parts Analysis
NlSourc€. Inc.

NI

Oisrlbution

Gaa Tren6mla6lon t Siorage

Elsctrlo Utlllty

29.733 5

Net D€bt

rfilt :3 : 'i" ;t
SheFsOutsnding (in m)

(11,237)

Foilard EBIT(2015E)
IilEEE
Tex Rete

Net ln@me

FoMad multipl€
Eqully val@

06bt
Enbrp.is€ value

$531

$1 36

35%

5257
10 0x

t4,l tl
s2,31 A

56,429

MLP DEpiom PD@eds

MLP GP Valuation

MLP LP Value

Enbrprl3o valu€

s 13,775

4 3SO

1,401

$19,567

N:jl.:i ::i.il.;,t.':.:''1,

$7$
35yo

$158
15 5x

$2'452
$1 ,286

$3,738

Fod6rd EBIT(2015E)
lnte€S
Tax Rate

Net lncome

FoMerd multlple
Equlty valuo

Oebt

Enbrpria€ value

EBIIDA Br€.kdown
Gas Dilribution
GasTBnsiErion t StoEg€
Electric Utllhy

Con3olld.bd
InteE{ Exp€ne (20,|5)

Tax Rat6 (2015)

IncFmeffil Funding Obligstion (drpdown period)

Sou.@: Company D6ta, iilcrg€n Sianl€y R@arch

$754 331i,

5688 :;4$
5567 21116

t2.009

35%

54,9,{5

nghLulen@nisorlrrce"conl Randy HLulen 0191310114 12:26::36 FM Nlsourae Goponalle Serouiees Go"



GAS-ROR.O,IO
Attachment D

60 of 91

Morgan Stanley

Exhibit 13

Nl Value from GPPL MlP-_Formation & Subsequent Midstream Asset Dropdowns

MORGAN STANLEY RESEARCH
September 30, 2014
NlSource, Inc.
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Exhibit 14

Nl lllustrative Value of CPPL General & Limited Partner lnterests in MLP
MLP
GeneEl Pailner (GP) Inlerest Valuation
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GP leminal multiple

GAS-ROR-O1O
Attachment D

61 of91

MORGAN STANLEY RESEARCH

September 30, 2014
NlSource. Inc,

2.6 36 46 56 66 76 86 9.6

10.00% GP,DRS$ 2 $ I $ 30 $ 67 $'los $ 168 $ 225 $ 297 $ 388 $ 478

2oox laxes (3) (11) (24') (38) (ss) Os) (104) (136) (167)

/vel$ 2$ 5$ 20$ 44$ 71$ 109$ 146$ 193$ 252$ 311

PV 2 4 15 31 46 6,1 78 93

Teminal value

PV ol Teminal velue

MLP
Limited Panner (LP) Inte@d Valuation

08 16 26 36 4.6 56 66 76

W ' ",:.\.' i , '{ i;;;r'i 17 . ! d$ii 1

Didibution perunit $0 69 $0.83 $0 95 $1 10 $1 20 $1 32 $1 39 $1 46

Teminal value of paid digribution
PV of paid di{ributions per unil

Sum ol PV of paid didribuliot g 7 12

PV of teminal value 12 62

ffi
Forocasled equitt' valuo In I g 2'1,11

Sour€: Company Dah, Mo€an Sbnley Research

11
nglhulen nisource.conn Randy Hrulen 09130/'14f 12'.26'.36 FNA 0{isounce Oorponalte Senvlees Oro.

$0s8 $ 065 $ 0.71 $ 07,{ S 0.77 $ 0.77 $ 0.77 $ 074 $ 071 $

111 124

$ 9,565

$ 3,821

86 96
a.9pe.)_.t1i

$1.53 $1 58

$ 3160
067 $ 063



GAS-ROR-O1O
Attachment D

62 of 9'l

Morgan Stanley

! 2.) Relative Trading ltlultiples - $43 fair value. While a range of
outcomes is likely here - perhaps more so on the COLP side in the
degree to which it maximizes the potential value of its general partner
interest in CPPL and achieves valuation credit in line with high dividend

Exhibit 15

Nl New Stand-Alone Entities Comparable Metrics
(3,000)
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growth peers - reference to Nl's closest midstream and utility segment
peers helps bracket valuation. For the midstream business, we have

triangulated across EV/EBITDA, Price / Cash Flow and forward dividend
yield, while the utility valuation has centered on PiE metrics.
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F lmplied Dividend Yield/Growth & Dividend Discount
Model analysis. Given the challenges associated with

transitioning from direct ownership of assets to an asset-
light general partner holdco model in terms of immediate
recuning cash flow displacement, uncertainty exists as
far as COLP's immediate payout ratio. By way of
referencing, SEMG -which faces a similar challenge as it
completes its dropdown strategy - has elected a payout

strategy underpinned solely by cash flows in its MLP

interests and excludes direct asset ownershio from its
distributable cash flow calculation. Over time, however,
as COLP reaches an inflection in this transaction as
general partner cash flows reach critical mass, asset-
level EBITDA shrinks in proportionate contribution and
redeployment of cash proceeds from dropdowns
manifests itself in tangible benefits, we would expect
yield-based valuation to ascend in importance to
investors and growth positioning relative to general
partner peers to be of primary importance. Consistent

Exhibit'16
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with this view, a dividend discount model can help derive
value from long-term general partner cash flows while
also offering the ability to flex up or down to sensitize for
the optionality to new groMh investment at the MLP level.

Over time, therefore, we would expect to include both of
these approaches in our formal price target methodology
as payout normalization and strategic focus on payout
grovvth dictate.
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Valuation Methodology & Risks

Assets in an MLP have typically traded at a premium to G-

Corps. MLPs have traded at higher valuations than would
similar assets in a corporate structure due to: 1) their tax
efficiency (no federal taxes) and 2) the premium investors
tend to place on yield. These two factors have typically
produced: 3) a lower cost of capital, which can facilitate a
potentially faster groMh rate.

Interest rates are not the driver. Although MLPs have
benefited from declining interest rates, so have other asset
classes We believe that gains in MLP stocks are a function
of their ability to grow cash flows, not just their curent yield.

The key value proposition is total retum (growing cash flow
yield + stock price appreciation). We find a statistically

insignificant conelation between bond and MLP prices Several
periods of rate i ncreases ( 1 994, 1 999, 2004) are conelated with
poor performance, but there is little daytoday link.

Distribution discount models (DDM) and implied yield
targets. We use a 1O-year distribution discount model to
arrive at our price targets along with our implied yield target
for each individual MLP as we view long-term cash flow
stability and groMh as the true measure of an MLP stock's
value.

Yield spread. Despite historical day-to-day insignificance, we
think this is worth looking at as a check on valuation. Overall,
yields tend to revert to their mean, and even if we have
modest yield compression, significant share price upside is
possible.

Multiples provide valuation check. While we generally
think it is difficult to target an EV (enterprise value) / EBITDA
or P / DCF (distributable cash flow) multiple for an MLP stock,
we think it certainly provides a gauge as to the stock's
valuation. Currently, MLP multiples are near their historical
average over time and we believe this provides another metric
of valuation support along with looking at the high yield
spreads and distribution growth.

Relative (historical) valuation measures support MLPs,
The primary argument against improving valuation is weak
relative performance in a rising interest rate environment.
While we believe that the relationship to Treasury yields will
become less relevant over time, using traditional dividend
yield analysis, and the MLP index dividend yield spread to
Treasury MLPs appear undervalued. Valuation supports
MLPs relative to peers. Pipeline MLPs offer organic AroMh in

MORGAN STANLEY RESEARCH

September 3lr,2014
Nisource, Inc.

a rising petroleum demand environment that requires
inftastructure development. When we compare MLPs to
comparable income asset classes - utilities and REITs -
the valuation disconnect is unwananted, in our opinion, as the
pipeline MLPs offer twice the implied retum of REITs and
utilities.

Distribution growth is predicated on energy
fundamentals. The United States is short on critical energy
infrastructure, mucfr of wlrich has scarcity/franchise value, in

our view, and this should drive a number of expansion
projects for MLPs over the next five years. This scarcity is

apparent, given the age of most US energy infiastrucfure
assets (many were constructed during or shortly after World
War ll), combined with approximalely 1.5-2.0o/o demand
groMh for oil, natural gas, and refined products, along with
changing sources of supply for natural gas - deepwater Gulf
of Mexico, the US Rockies, and liquefied natural gas (LNG)
versus more traditional, conventional sources of supply.

Access to capital markets is of particular importance in
this space. Given that MLPs pay out a majority of their free
cash flow to unitholders each quarter, growth is funded largely
through ongoing debt and eguity capital raises. To the extent
MLPs are unable to raise financing on favorable terms,
organic capital spending budgets and third party acquisitions
will likely be delayed or forgone. A prolonged period of limited
capital market access could place downward pressure on unit
prices if investors are con@med that distribution groMh could
be limited for a significant amount of time.

lnvestment concerns. The risks to our thesis include

economic groMh and demand, altemative energy programs,

legislative items including tax reform and easing of product
restrictions for natural gas and refined products, as well as a
return to Treasury yield valuation and infiastructure reliability.
Increased institutional ownership would likely create a
revaluation of the sector, as new money would flood the
cunent market. Our analysis is based on the cunent capital
markets and economic outlook, with our Overweight names
likely to outperform with or without institutional equity.
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Glossary of MLP Terms

Cash Available (distributable cash flow or "DGF"): This is
calculated as net income plus depreciation and other non-
cash items, less maintenance capital expenditure
requirements.

Cash Distributed (distributions): Quarterly dividend
payments made to limited partner (LP) and general partner
(GP) investors. These amounts are set by the GP and are

supported by an MLP's operating cash flows.

Distribution Coverage Ratio: Calculated as cash available
to limited partners divided by cash distributed to limited
partners. lt gives an indication of an MLP's ability to make
dividend payments to limited partner investors fom operating
cash flows. MLPS with a @verage ratio of in excess of 1.0

times are able to meet their dividend payments without
extemal financing.

Yield or Distribution Yield: Yield or distribution yield as
referenced in this report are defined as most recent
distribution declared, annualized, and then divided by the
current market price. lt may consist of short-term capital
gains, long-term capital gains, and/or retum of capital.

General Partner (GP): Corporate sponsor, management
team, or financial investor that typically owns a 2o/o interest in
the MLP. Through this 2% interest, the GP has the
responsibility for the operations and maintenance of the MLP

and the authority to make decisions. To align the interests of
the GP with the limited partners, MLPs have an incentive
distribution schedule that rewards the GP for increasing the
cash distributions to the limited oartners.

Incentive Distribution Rights (lDRs): Increases in cash
distributions entitle the GP to a higher percentage of the
incremental distributed cash flows. These per unit target
levels are set od specifically in the MLP agreement and give
the GP a larger percentage of the incremental dollars (in
many cases upwards of 50% of incremental cash payouts).
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Limited Partner (LP): Owners of the limited partner units that
are entitled to receive the majority of the cash flows generated
by the partnership through a quarterly distribution LPs

typically cannot participate in making decisions regarding the
operation of the MLP unless they secure a definitive majority
(e.9., 66%, but it can vary) in a proxy vote.

K-1 Statement: This is the form that an MLP investor
receives each year from the partnerships that shows the
investor's share of the partnership's income, gain, loss,

deductions, and credits. The K-1 is similar to a Form 1099

that is received from a corporation. The investor will pay tax
on the portion of net income that is allocated at his or her
individual tax rate.

Publicly Traded Partnership (PTP): a master limited
partnership (MLP) or a limited liability company that has
chosen to be taxed as a partnership, which is publicly traded.
There are roughly 75 publidy traded partnerships and the
majority is involved in energy-related activities. Energy
related PTP's mmprise approximately 85% of total PTP
market cap, with REITs making up the majority of the 15o/o

balance.

Qualifying Income: In order to be taxed as a partnership, 90
percent of a PTP'S income must be "qualifying income" every
year that it is a publicly traded partnership. Qualifying income

can include 1) interest 2) dividends 3) real property rents 4)
gains from the sale or other disposition of real estate 5)

income and gains from the exploration, development, mining,

or production, processing, refining, transportation, or
marketing of any mineral or natural resource 6) Any gain from

selling or disposing of a capital asset held for the production

of any of the types of income in numbers 1-5 7) Income and
gains ftom commodities, if buying and selling commodities is

the PTP's principal activity 8) Any income that would be
qualifying income for a regulated investment company (RlC)
or real estate investment trust (REIT).
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IIOiii:AN S;AIiLEY Morgan Stanley ModelWare is a proprietary analttic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting
regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO
basis. Modelware also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates eamings.

l@1 Modetware

Disclosure Section
& Co. LLC, and/or Moroan Stanlev C.T.V.M. S.A..
Limited. As used in thiidisclosurd section. 'Moroan
Mexico, Casa de Bolsa, S.A. de C.V., Morgan Sianley

e

securities discussed in this report are accuratelv exoressed and
change for expressing specific recommendations oi views in

search analysts.

GlobalRes Policv
Morgan Stanley nce witfiour conflict management policy, which is available atwww.morgansta icies.

33tilR"r". equitv securities of the fottowno comoanies covered in
Kinder Morgan En-ergy Partners LP, Kinder Morgan Inc., Oneok

ic offerino (or 144A offerino) of securities of CenterPoint Enerov. lnc.
nergy Pa-rthers LP, EnLink-llllidstream LLC, Kinder Morgan En-eirgy

ment bankinq services from CenterPoint Enerqv. Inc. Cheniere
LP, EnLink Midstream LLC, Kinder Morgan Eieigy Parlners LP,

on of Morqan Stanlev Research have received comoensation
stock picking, compiltitive factors, firm revenues add overall
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tI,
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ulations in non-US jurisdictions.

STOCK RATINGS

Global Stock Ratings Distribution
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Coverage Universe Investment Banking Clients (lBC)

'/.oI % of% ofRating
Stock Rating Category Count Total Count Total IBC Category

Overweight/Buy 1078 34% 334 39% 31Yo

Equal-weighUHold 1378 4% 4'13 48% 30o/o

MORGAN STANLEY RESEARCH

september 30,2014
Nlsource, Inc.

(as of August 31, 2014)

For disclosure Du
alonoside our rbti o the
stoc[s we cover. ded
relative weighting a buy
recommenoalton:

Not-Rated/Hold
UnderweighUSell

108 3% 21 2% 19%
566 180/o 93 11% 1.6%

Data include common stock and ADRs currently assigned ratings. Inveslment Banking Clients are companies from whom Morgan Stanley received
investment banking compensation in the last 12 months.

total retum of the analyst's industry (or industry team's) coverage

average total retum of the analyst's industry (or industry team's) coverage

retum relative to the average total retum of lhe
12-18 months.
analysts industry (or industry team's) coverage

rgan Stanley Research is 12 to 18 months.

Analvst Industrv Views
Attraciive (A): The-analyst expects the performance of his or her industry coverage universe over the next 1 2-1 I months to be attractive vs. the
relevant broad market benchmark, as indicated below.
In-Line (l): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant
broad market benchmark. as indicated below.
Cautious (C) his or her industry coverage universe over the next 12-18 t
broad marke
Benchmarks merica - S&P 500; Latin America - relevant MSCI country i

Europe - MS ant MSCI country index or MSCI sub-regional index or MS

Stock Price, Price Target and Rating History (See Rating Definitions)

Total 3.130 861
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NiSource, Inc. (NLN) - As of 9/29./14 in USD
Industrq : oiversified Natural Gas
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and Morsan stanrey smith Bamey LLc or

isclosures, you may refer to www.morganstanley com/researchdisclosures.
Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by the
same person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflicl of interest.

Other lmportant Disclosures
Morgan Stanley E Co. Intematimal PLC and its affliates have a significant financial interest in the debt securities of CenterPoint Enerqy, Inc, Enbridoe Energy Partners
LP, Enlink Midstream LLC, Kinder Morgan Energy Partners LP, Kinder Morgan Inc., Nisource, Inc., Oneok Inc., Semcroup Co-ri:, Wlliams Compaiiies, Inc.
Morgan Stanley is nol acting as a municipal advisor and the opinims tr views contained herein are not intended to be, and do not mnslilute, advice within the meaning
of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Prolection Act.
Morgan Stanley produces an equity research product call ews contained in a Tactical ldea" on a parli ry to the
recommendations or views expressed in research on the be the result of differing time horizons, meth or other factors
For all research available on d particular stock, please co entative or go to Matriiat http://www.morga

ients through our proprietary research portal on Matrix and also distri Morgan Stanley to clients
products are also made available to clients through third-party vendo ients through alternate's 

to all available Morgan Stanley Research, pleaae contabt your sale to Matrix af

iJ

lf you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies please do
not access our research.
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ions. Past perfomance is not necessarily a guide to future perfoman€. Estimates
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of future perfomance are based on assumptions that may not be realized lf provided, and unless otheMise stated, the closing price on the cover page is that of the
primary exchange for the subject companys securities/instruments.
The fixe mpensalion
based u ital markets
orofitabi ed to investment
banking
The "lmportant US Regulstory Disclosures on Subject Companies" section
or more of a class of c6mmori equitv securities of the @mpanies. For all ot
investment of less than 1 % in securltis/instruments or deiivatives of securi
Moroan Stanlev Research, Emolovees of Morqan Stanlev not involred in the prepa I
deriiatives of s'ecurities/instrumenis of compaiies menti6ned and may trade them i

be issued by Morgan Stanley or associated pereons

n makes everv effort to use reliable.
3 ions or inforination in Morgan
n resented in Moroan Stanlev
s including invest-ment banking

pereonnet,

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of
associated expenses unless pre-approved by authorized members of Research management.

Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report
h information is for
Stanley Research
on
to trade in such

ties/inslruments. To our readers in Hong Kong: Infomation is distributed in Hong
of its regulated activities in Hong Kong. lf you have any queries conceming Morgan

Morgan Stanley is r PRC law and the rese report is conducled outside the PRC. Morgan Stanley Research dG not
mnslitute an offer n of an offer to buy any PRC investors shall have the rele\€nt qualifcations to invest in such securities
and shall be respo relevant apprcvala, lie d/or registrations from the relevant govemmental authtrities themselves-

Branch (Registration number T1 1 FC0207F); in Australia to lilholesale clients" with
A.B.N. 67 003 734 576. holder of Australian financial seruics liense No. 233742,

LLC, which accepts responsibility for its contents. Morgan Stanley & Co. Intemation
Financial Conduct Authoritv and the Prudential Reaulatorv Authoritv, disseminates i

seclion 21 ofthe Financial'Seruices and Markets Ait 2000, research which has bee
rssemtni
vate We
bv the F
a'nd RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirtRand

Limited.
The information in Moroan Stanlev Research is beino communicated bv Morqan Stanley & Co, International plc (DIFC Branch), regulated by the Dubai Financial Seruices
Authority (the OFSA), a-nd is direc{ed at Professionaiclients only. as defined-by the DFSA. The financial products or financial serites to which this research relates will
only be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client.
The information in Morgan Stanley Research is being communicated by Morgan Stanley E Co. International plc (QFC Branch). regulated by the Qatar Financial Centre
Regulatory Authority (tie aFCRA), and is directed a[ business customers an-d market cAunterparties only and is not intended for Retail Customers as defined by the
oFeM.-

investment infor not within the scope of investment
ided exclusivelv the authorized lirms. Comments and
These ooinions ces. For this reason, to make an

investrnent decision by relying solely to this information stated here may not bring about outcomes that lit your expectations.
r resoective owners. Thirdrartv data Droviders make no waranties or
shall noi have liability for airy d-amageis relating to such data. The
MSCI and S&P. Morgan Stanley Res€rch or portions of it may not be

Morgan Slanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

Morgan Stanley MORGAN STANLEY RESEARCH

September 30, 2014
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Company (Tickor) Rating (as of) Price' (09129120111

Brian Lasky
CenterPoint Energy, Inc (CNP.N) E (06/09/2014)
Cheniere Energy Inc. (LNG.A)

Cheniere Energy PartneF L.P
Holdings (COH A)
EnLink Midstr€am LLC (ENLC N) E (06/09/2014)

o (06/0e/2014)
E (06/09/2014)

u (09t10t2012)

u ('t2l't7l2o13t

E (06/09/2014)
E (06/09/2014)

o (06/09/2014)

o (06/09/201 4)
E (06/09/2014)

824.46
$8'1.59
$24.48

$41.27

oJ a.Jc

$94.5

DV! q

$38.53
$40.84
$66.07
$84,26
$39 23
q<E oo

Enbridge Energy Pa(ners LP
(EEP.N)

Enbridge Energy PartneF LP
(EEO.N)

Kjnder Morgan Energy Partnets LP E- (06/09/2014)
(KMR.N)

Kinder Morgan Energy PartneE LP E (0811412014)

(KMP.N)
Kinder Morgan Inc. (KMl.N)
NiSource, Inc. (Nl.N)

Oneok Inc (OKE N)

SemGroup Corp (SEMG.N)

Spectra Energy Corp. (SE N)

Williams Companies, Inc (WMB.N) O (06/09/2014)

Stock Ratings de sbj€cl to drange. Pl@s @ latest 6@rc*r for €ach @mpany
' Historical prices are not eplit adjust€d

O 2014 Morgan Stanley
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NiSource, lnc.
Doubling Down on Midstream

NiSource announced its intent to separate into two
publicly traded companies and form an MLP. While
the formation of a midstream MLP does not come as a
surprise given management's previous comments - the
breakup of NiSource and Columbia Pipeline Group
(CPG) comes as an incremental positive and we expect
the market to react favorably to the news. This
transaction enables each entity to independently fund
and aggressively pursue strategic initiatives (i.e.,
large-scale project development, M&A). Furthermore, it
should provide the market better transparency around
each business' cash flow growth and risk profiles. The
creation of an MLP through an OpCo structure with 85%
of the EBITDA remaining and $12-$1Sbn in capex over
the next decade should create a high growth MLP that
will drive meaningful midstream value (both LP and GP)
over time. Given CPG's oremier asset base located in

the Marcellus/Utica shales, we believe premium

valuation will be ascribed to both CPG and its pending
MLP formation . We will provide our analysis of this
transaction after NI's Analyst Day on 9/29.

What's new: Nl announced its plan to separate into two
publicly traded companies (NiSource and Columbia
Pipeline Group). The separation is expected to occur in

mid-2015. Under the separation plan, Nl shareholders
would retain their current Nl shares and receive a
pro-rata dividend of CPG stock in a tax-free transaction.
Prior to the separation, Nl expects to reduce its net debt
with proceeds from a one-time cash distribution from
CPG, through longterm debt. Nl and CPG will target lG
credit metrics. Separately, Nl announced its intent to
form a midstream MLP. The initial assets will consist of
a 14.6% interest in CPG OpCo LP, which will own
substantially all of Nl's midstream assets. . .'..

'l

Morgan Sta
da.Morgan a

,., in making fr
For analyst certification and other important
disclosures, iefer to the Disclosure Sectibn,
located at the end of this report.
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Key Ratios and Statistics

Reuters: Nl.N Bloomberg: Nl US

Oiversified Natural Gas / United Slates of America

Shr price, close (Sep 26,2014)

MK cap, cur (mm)

52-Week Range

$38 58

$12,238

$40 66-30.10
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Valuation Methodology & Risks

Assets in an MLP have typically traded at a premium to
C.Corps. MLPs have traded at higher valuations than would
similar assets in a corporate structure due to: 1) their tax
efficiency (no federal taxes) and 2) the premium investors tend
to place on yield. These two factors have typically produced:

3) a lower mst of capital, which can facilitate a potentially faster
groMh rate.

Interest rates are not the driver, Although MLPs have
benefited from declining interest rates, so have other asset
classes. We believe that gains in MLP stocks are a function of
their ability to grow cash flows, not just their cunent yield.

The key value proposition is total return (growing cash flow
yield + stock price appreciation). We find a statistically
insignificant correlation between bond and MLP prices. Several
periods of rate increases (19%, 1999, 2004) are conelated with
poor performance, but there is liftle day-to-day link.

Dlstrlbution dlscount models (DDM) and implied yield
targets. We use a 10-year distribution discount model to arrive
at our price targets along with our implied yield target for each
individual MLP as we view long-term cash flow stability and
grovvth as the true measure of an MLP stock's value.

Yield spread. Despite historical day{oday insignificance, we
think this is worth looking at as a check on valuation. Overall,
yields tend to revert to their mean, and even if we have modest
yield compression, significant share price upside is possible.

Multlples provide valuation check. While we generally think
it is difficult to target an EV (enterprise value) / EBITDA or P /
DCF (distributable cash flow) multiple for an MLP stock, we
think it certainly provides a gauge as to the stock's valuation.
Currently, MLP multiples are near their historical average over
time and we believe this orovides another metric of valuation
support along with looking at the high yield spreads and
distribution growth.

Relative (historical) valuation measures support MLPs.
The primary argument against improving valuation is weak
relative performance in a rising interest rate environment.
While we believe that the relationship to Treasury yields will
become less relevant over time, using traditional dividend yield
analysis, and the MLP index dividend yield spread to Treasury
MLPs appear undervalued. Valuation supports MLPs relative
to peers. Pipeline MLPs offer organic groMh in a rising
oetroleum demand environment that reouires infraskucture
development. When we @mpare MLPs to comparable income
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asset classes - utilities and REITs - the valuation disconnect
is unwananted, in our opinion, as the pipeline MLPs offer twice
the imolied return of REITs and utilities.

Distribution growth is predicated on energy fundamentals.
The United States is short on critical energy infrastructure,
much of which has scarcity/franchise value, in our view, and
this should drive a number of expansion projects for MLPs over
the next five years. This scarcity is apparent, given the age of
most US energy inftastructure assets (many were constructed
during or shortly after World War ll), combined with
approximately 1.5-2.0y. demand growth for oil, natural gas,

and refined products, along with changing sources ofsupply for
natural gas - deepwater Gulf of Mexico, the US Rockies, and

liquefied natural gas (LNG) versus more traditional,
conventional sources of supply.

Access to capital markets is of particular importance in
this space. Given that MLPs pay out a majority of their free
cash flow to unitholders each quarter, groMh is funded largely
through ongoing debt and equity capital raises. To the extent
MLPs are unable to raise financing on favorable terms, organic
capital spending budgets and third pafl acquisitions will likely
be delayed or forgone. A prolonged period of limited capital
market access could place downward pressure on unit prices if
investors are concerned that distribution groMh could be

limited for a significant amount of time.

Investment concerns. The risks to our thesis include
economic growth and demand, altemative energy programs,
legislative items including tax reform and easing of product
restrictions for natural gas and refined products, as well as a
return to Treasury yield valuation and infrastructure reliability.
Increased institutional ownership would likely create a
revaluation of the sector, as new money would flood the current
market. Our analysis is based on the current capital markets
and economic outlook, with our Overweight names likely to
outperform with or without institutional equity.
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Glossary of MLP Terms

Cash Available (distributable cash flow or "DCF"): This is
calculated as net income plus depreciation and other non-cash
items, less maintenance capital expenditure req uirements.

Gash Distributed (distributlons): Quarterly dividend
payments made to limited partner (LP) and general partner
(GP) investors. These amounts are set by the GP and are
supported by an MLP's operating cash flows.

Distribution Coverage Ratio: Calculated as cash available to

limited partners divided by cash distributed to limited partners.

It gives an indication of an MLP's ability to make dividend
payments to limited partner investors from operating cash flows.
MLPs with a coverage ratio of in excess of 1.0 times are able to
meet their dividend payments without extemal financing.

Yield or Distribution Yield: Yield or distribution yield as

referenced in this report are defined as most recent distribution
declared, annualized, and then divided by the current market
price. lt may consist of short-term capital gains, long{erm
capital gains, and/or return of capital.

General Partner (GP): Corporate sponsor, management team,
or financial investor that typically owns a 2% interest in the MLP.

Through this 27o interest, the GP has the responsibility for the
operations and maintenance of the MLP and the authority to

make decisions. To align the interests of the GP with the
limited partners, MLPs have an incentive distribution schedule
that rewards the GP for increasing the cash distributions to the
limited oartners.

Incentive Distribution Rights (lDRs): Increases in cash
distributions entitle the GP to a higher percentage of the
incremental distributed cash flows. These per unit target levels
are set out specifically in the MLP agreement and give the GP a

larger percentage of the incremental dollars (in many cases
upwards of 50% of incremental cash payouts).

ontlnue writing your Quick Comments here...
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Limited Partner (LP): Owners of the limited partner units that
are entitled to receive the majority of the cash flows generated
by the partnership through a quarterly distribution. LPs
typically cannot participate in making decisions regarding the
operation of the MLP unless they secure a definitive majority
(e.9., 66%, but it can vary) in a proxy vote.

K-l Statement: This is the form that an MLP investor receives
each year from the partnerships that shows the investor's
share of the partnership's income, gain, loss, deductions, and

credits. The K-1 is similar to a Form 1099 that is received from
a corporation. The investor will pay tax on the portion of net
income that is allocated at his or her individual tax rate.

Publicly Traded Partnership (PTP): a master limited
partnership (MLP) or a limited liability company that has

chosen to be taxed as a partnership, which is publicly traded.
There are roughly 75 publicly traded partnerships and the
majority is involved in energy-related activities. Energy related
PTP's comprise approximately 85% of total PTP market cap,

with REITs making up the majority of the 15% balance.

Qualifying Income: In order to be taxed as a partnership, 90
percent of a PTP's income must be "qualifying income" every
year that it is a publicly traded partnership. Qualifying income
can include 1) interest 2) dividends 3) real property rents 4)
gains ftom the sale or other disposition of real estate 5) income
and gains trom the exploration, development, mining, or
production, processing, refining, transportation, or marketing of
any mineral or natural resour@ 6) Any gain ftom selling or
disposing of a capital asset held for the production of any of the
types of income in numbers 1-5 7) Income and gains from
commodities, if buying and selling commodities is the PTP's
principal activity 8) Any income that would be qualifying income
for a regulated investment company (RlC) or real estate
investrnent trust (REIT).
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|d0iriAN ! lf\l!LIY Morgan Stanley ModelWare is a proprietary analytic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting
regulatlons. For example, ModelWare EPS adjusts for one-time events, capitalizes operating
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO
basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.

l@1 Modetware
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OverweighUBuy 't078 34% 334 39% 31lo
Equal-weighUHold 1378 44Yo 413 48% 30%

MORGAN STANLEY RESEARCH

Sept€mber 28, 2014
NlSource. Inc.

our mosl

l the cateooru headinos of Buv. Hold. and Sell alonoside
not assiod'raiinos of 6uv. Hol6 or Seil to the stocks-we
hold. an-d sell b[t reoresent recommended relative

ve stock rating, with a buy
respectively.

Not-Rated/Hold
UnderweighUSell

108 3% 21 2% 19%
566 18Yo 93 11o/o 160/o

Total 3.130 861

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received
investment banking compensation in the last 12 monihs.

total retum of the analyst's industry (or industry team's) coverage universe,

average total return of the analysfs industry (or industry team's) coverage

bout the stock's total return relative to the averaoe total retum of the
basis, over the next 1 2-18 months.

ge total return of the analysfs industry (or industry team's) coverage

rgan Stanley Research is 12 to 18 months.

Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be aftractive vs. the
relevant broad market benchmark, as indicated below.
In-Line (l): The analyst expects the performance of his or her industry coverage universe over the next 'l 2-18 months to be in line with the relevant
broad market benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next '12-18 months with caution vs. the relevant
broad market benchmark. as indicated below.
Benchmarks for each reqion are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index or MSCI subregional index or MSCI AC Asia Pacific ex Japan Index.

Stock Price, Price Target and Rating History (See Rating Deflnitions)
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NiSource, Inc.

NiSource, Inc. (NI.N) - As of 9/27114 in USD
Industru : 0iversi€ied Natural Gas
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archdisclosures
Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Bamey LLC. This review and approval is conducted by the
same person who reviere the Equity Research report on behaf of Morgan Stanley. This could create a conflict of inter6t.

tes have a significant financial interest in the debt securilies of CenterPoint Energy, Inc, Enbridge Energy Partners LP,
ers LP, Kind6r Morgan Inc., NiSource, Inc., Oneok Inc., SemGroup Corp]'Williams C6mpanitis, Inc.

Morgan Stanley is nol acling as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of
Section 975 of the Oodd-Frank Wall Street Reform and Consumer Protection Act.

oroduct called a "Tactical ldea." Views contained in a 'Tactical ldea" on a oarticular stock mav be contrarv lo lhe
irch on the same stock. This may be the result of differing time horizons, niethodologies, mar(et events, tr other factors. For
ease contact your sales representative or go to Matrix at http://www morganstanley com/matrix,

Morgan Stanley Research is provided to our clients through our proprietary research portal electronically by Morgan ain,
but n-ot all, Morlan Stantey Rbsearch products are also m-ade availdbte to blients throilgh th ted to clients'though'alte as
a conveniencelFor access to all avaiiable Morgan Stanley Research, please contact tour Matrix at http://wuiv.mor

ccessing and/or using
.html). In addition you

can deliver betts and
ow Morgan Stanley processes personal data, how we use cookies and how to reject
nley.com/privacyJcled ge.html).

lf you do not agree lo our Terms of Use and/of if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies please do not
access our researcn.
Morqan Stanlev Research does not orovide individuallv ce. Moroan Stanlev Research has been oreoared without reoard to the circumstances and
objeatives of thbse who receive it. Morgan Stanley rec-o ndependently evallate particular investnients and strategies; and encourages investors to
seak the advice of a financial adviser. The approjriaten skategy
instruments. or strateoies discussed in Moroan Stanlev Rese
some or all of them. Morqan Stanlev Reseaich is not a'n offer
trading st€tegy. The vaile of and iircome from your invstm
securities/instruments prices, market indexes. operational or

uments transactions. Past perfoman@ is not necessarily a guide to future performance. Estimates offuture performance are based on
realized. lf provided, and unless otheMise stated, the closing price on the cover page is that of the primary exchange for the subject companys
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NiSource, Inc.

The fixed omists pr for the preparation of Morgan Stanley Research h ed
upon vari lue of res ty or revenues (which include fixed income trading or
revenues d Income strategists'or economists'compensation is not link tal
markets t he profita particular trading desks,

The "lmoortant US Requlatory Disclosures on Su section in
more of a class of comhon eiluity securities of th all other c
of less than 1 % in securities/instruments or deriva nstrument
Research. Employees of Morgan Stanley not involved in the preparation of Morgan
securities/instruments of companies mentioned and may trade them in ways differe
Morgan Stanley or associated persons

is based on public information. Morgan Stanley mak le,
e. Wehavenoobligationtotellyouwhenopinionsor ey
fa subject compsni, Facts and'views presanted in M ve

r Morgan Stanley business areas, including investment banking pereonnel

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of
associated expenses unless pre-approved by authorized members of Research management

Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

To our readers in Taiwan: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL") Such infomation is for your
reference only. The reader should independently e and is sole heir investm Stanley Research may not
be distributed to the public media or qucited or us'ed the express Morgan Sta curities/instruments that do
not trade in Taiwan is for informational purposes on as a recom icitation to tr nstruments. MSTL may not
execule transactions for clients in these securili$/instruments. To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable
to, Morgan Stanley Asia Limited as part of its regulated activitis in Hong Kong. It yot have any queries concerning Morgan Stanley Research, please contact our Hong
Kong sales representatives.
Morgan der PRC law an is conducted outside the PRC. Morgan Stanley Research does not constitute
an offer offer to buy any shall have lhe relevant qualifications to invesl in such securities and shall be
respons pprovals, licens tions from the relevanl governmental authorities themselves.

responsibility for & Co. Intemational plc, authorized
and the Prudenti minates in the UK research that it h
and Markets Act en prepared by any of its affiliates.

The information in Morgan Stanley Re communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services
Authority (the DFSA), aid is direct'ed a lients only, as defined b;y the OFSA. The financial proddcts br financial se^/ices to which this research relates will only
be made available to a customer who meets the regulatory criteria to be a Professional Client,
The information in Moroan Stanlev Research is beino communicated bv Moroan Stanlev & Co. International Dlc (QFC Branch), requlated bV the Qatar Financial Centre
Regulatory Authority (tFe aFCRA), and is direcled a[ business custom6rs an-d market cbunterparties only anb is not intended for Retail Cuatomers as defined by the
OFCRA.
As required by the within the scope of inveslment advisory
activity. lnveslmen ed fims. Comments and
recommendations Forthis reason, to make an investment
decision by relying

tanley Research are the property of their respective owners, Third-party data providers make no watranties or
timeliness of the data they proviSe and shall not have liability for ariy dimage! relating to such data. The GIobal
and is the exclusive proper y of MSCI and S&P. Morgan Stanley Research or porlions ot it may not be reprinted,
Stanley.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold q redistributed without the written consent of Morgan Stanley.
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Industry Coverage: Diversified Natural Gas

Company (Ticker) Rating (as oD Prle' (09126120141

Brian Lasky
CenterPoint Energy, Inc (CNP.N)

Cheniere Energy Inc. (LNG.A)

Cheniere Energy Partners L.P.
Holdings (CQH A)
EnLink Midstream LLC (ENLC.N)
Enbridge Energy Partners LP
(EEP N)
Enbridge Energy Partners LP
(EEQ N)

Kinder Morgan Energy Partne6 LP
(KMR N)

Kinder Morgan Energy PartneB LP
(KMP.N)

Kinder iibrgan Inc. (KMl.N)

Nisource, Inc. (Nl.N)

Oneok Inc. (OKE.N)

SemGrcup Corp (SEMG.N)

Sp€ctra Energy Corp. (SE.N)
\Mlliams Companies, Inc (WMB.N)

E (06/09/2014)

o (06/09/2014)
E (06/09/2014)

E (06to9t2014)

u (09t1ot2o12l

u (12117t2013)

E- (06/09/2014)

E (08h4t2014)

E (06/09/2014)
E (06/09/2014)

o (06/09/2014)

o (06/09/2014)
E (06/09/2014)

o (06/09/2014)

$24.39
$80.14
$24.55

$41.45
$39.46

QlT a

$94,1 s

$93,45

$38.39
$36.58
$66.17
$83.75
$39.18
s56.51

Stock Ratings aae subjeot to change Please $e latst research for eaoh @mpany
'Histori@l pric€s are not spltt adjust€d,

@ 2014 Morgan Stanley
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NiSource Inc Nl **

Last Price Fair Value Gonsider Buy Consider Sell

38 58 usD 32.00 usD 22 40 usD 43 20 usD

Uncertainty

Medium

Economic Moalil

Narrow

itoatTrendil Stewardship

Stable Standard

Mortringstar Credit Rating Industry Group

BBB Utilhles - Beaulated

NiSource Announces Columbia Pipeline MLP Plans, Finally Vital Statistics

l\larket Cap (USD lVil)

52-Week High (USD)

52-Week Low (USD)

52-Week Total Beturn %

YTD Total Retum %

Last Fiscal Year End

5-Yr Fomard Bevenue CAGB o/o

5-Yr Forward EPS CAGB %

Price/Fair Value

12,165

40 66

30 09

291

19.7

31 Dec 2013

11

17

121

20141E) 20151E)

22,7 2t 1

fi 3 10.3

166 15.2

46 -45

2.7 2.8

Charles Fishman, CFA

Stock Analyst

charles f ishman@morninqstaLcom

317{96-6523

The pr mary analyst covering this company

does not own fts stock

Fesearch as of29 Sep 2014

Estrmates as of 3l Jul 2014

Pncrnq data rhrough 26 Sep 2014

Rating updated as of 26 Sep 2014

Curencyamounts expressedwith'$' are in

U S dollars IUSDI unless otheMise denoted

Coolonts

Analyst Note

lVorningstar Analyst F0recasts

Analyst Note 29 Sep 2014

In a long-anticipated move, NiSource announced itwill split

off its natural gas pipeline, midstream, and storage

businesses into a publicly traded maste r I imited partnership,

Columbia Pipeline Group. NiSource expects t0 launch an

in itia I publ ic offeri ng in early 20 I 5 and close the transaction

in mid-2015.

We are reaffirming our $32 fair value estimate and narrow

moat and stable moat trend ratings for NiSource. Although

we think the split could result in a higher market valuation

for the midstream business, it won't change CPG's

fundamentals or cash flow profile. Thus, we don't expect

the transaction itself to have a material imoact on our fair

value estimate. We do think CPG's oioeline assets in

particular have wide-moat characterlstics, given their

favorable federal regulation and location in the Eastern U.

Q chela nec roninn<

Management said it intends to invest $12 blllion-$15 billion

during the next 10 years at CPG, representing a growing

trend from the $4,5 billion management previously said it

planned to invest during the next five years at the group.

We think the Columbia Pipellne modernization program and

opportunities in shale gas producing regions can support

1 2.6% ave rage annua I ea rn i ngs growth du ring the next five

years at CPG.

This is higher than the 10Yo-12o/o groMh target

management had set before announcing the CPG spin-

off. However, management set this target in 201 2 before

the joint venture with Hilcorp announced several new

midstream projects. lt a ls0 does not i ncl ude any benefit from

the Rayne and Leach XPress pipeline projects. We believe

both of these projects have a high probability of moving

fonrvard.

Valuation Summary and Forecasts

hscal Year 2012 2013

Price/Earnings 11 0 208

EV/EEITDA 99 112

EV/EB|T 152 11.0

Free Cash Flow Yield % -3.0 -4.4

DividendYield% 35 3.0

Financial Summary and Forecasts IUSD Mil)

Fiscal Year: 2012 2013 2014lFl 2015lEl

Revenue 5,061 5,657 6,169 6.573

Revenue YoY % -15 I 11 8 9.0 6.6

EBIT 1,039 1,126 1,294 1,413

EBITYoY% 121 84 149 9.2

Ner Income, Adjusted 431 494 542 589

Net lncome YoY % 12.4 13.0 9.7 8.6

Diluted EPS 1.46 1 58 | 70 1 83

Diluted EPS YoY % 7.9 8 3 7.8 7.9

Free Cash Flow 71 -379 -148 '417

FreeCashFlowYoY0/o 3393 -637.2 -61 0 1820

Hisrorical/i0fecast data sources a.e N,4omingstar Eslmales and may leflecl adlustment

Prolile

NiSource is one of the nation's largest natural gas dislribution companies

with 3 4 milli0n customers in Indiana, Kentuch Maryland, Massachusetts,

Ohio, Pennsylvania, and Virginia. NiSource also owns 15.000 miles ol

natural gas transmission pipeline, operates one ol the nation's largest

underground natural gas storage systems, and provides unregulaled

midstream seruices in the growlng Marcellus and Utica shale productlon

area. NiSource's electric utilily generates, transmits, and distributes

electricity in northern Indiana
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NiSource Inc Nl nYriii**

Last Prico FrirVolue Gotrsidor Buy Consider Sell Uncctuinly Econmic llortil toatTrcndil Slewardship lloningstal Crudit Roting Industy Group

38.58 usD 32.00 usD 22.40 usD 43.20 usD Medium Nanow Stable Standard BBB Utilities - Begulated

We've said thatcompleting the spin-off could help NiSource

avoid having to issue equity in 2015. We'll continue to

monitor this as we gain a better idea of the transaction's

exact impact on NiSource.

{'Nnsfo'l Unl.ss d.MsFodd ina sr@ 4reeM.Fu m46e hisrrtmlyh he countyhfti{ i6 otgd disimr is b6od Tlf intmti6, daE #Fs md Ainims Fefdheein & mi c0di@ inwsmntsdviej f pdded
sol6htuiniomationalFmsildk€lneremtmnflsl0hrynsdarecdvdfnfMldlobMectconddet.6ur.E T|tOinimWesedieasdfed&wrfmudresutisrbcha@witNmlic! tFAlri0fedse

'equil€d 
by la{ M0rnin6E shrlml bletrtte lorryrading dscisims, dqesn otu lossrewhi[ hm, d rddd O t rmnaliq&b @h6 or upmrfu hel u* ]e idtn4h conhred heEh itSe Fqielaryrt] 0l

Modng$ar .nd mr not b. rqoduc€d. in fb s h g, d ui
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Last Price Fair Value Consider Buy

38 58 usD 32.00 usD 22 40 uso

Uncertainty EcononicMoalil

Medium Narrow

MoatTrendd Stewardship

Stable Standard

Morningstar Credit Rating Industry Group

BBB Utllities - Reoulated

,**
Cotrsider Sell

43 20 uso

Morn ingstar Analyst Forecasts

Financial Summary and Forecasts

Fiscal Year [nds if December

Growth (% YoY)

Revenue

EBIT

EBITDA

Net lncome

DiIUtEd EPS

Earnings Before Interest, after Tax

Free Cash Flow

3-Year

Hi$ CAGR

-4 1

6.8

3.9

t3.2

9.0

44
-237 7

2011

-6.3

-42
-40

141

10 8

10.4

-88 S

2012

-15 I
121

96

124

79

4.1

339 3

2013

1 1.8

84

64

13 0

83
-1 0

-631 2

5 Year

2014 2015 Prc] CAGB

9.0 6.6 7.1

149 92 tA4

n4 92 94

9.7 8 6 9.8

7.8 7 9 7./

18.4 54 87
-61 0 182 0

Pnrfitabrlity

0perating Margin %

EBITDA Margin %

Net lVargin %

Free Cash Flow Margin %

ROIC %

Adjusted B0lc %

Return on Assets %

28.7 24.3 31 6 30 1

7.9 6.5 16

3-Year

Hiil Avg

tdD

t9

81

-67

6S

91

74

-t 7 0.3

7.3 7.6

20f 2012

15.3 20 5

5'Year

2015 koj. Avg

2t 5 22.1

31 5 322

s.0 9.3

-6.4 -3.4

7.3 7.3

9.3 9.2

2.3 2.4

9.4 9.7

1.4

15

2013

19S

2014

21 0

30.8

8.8

-2.4

7.5

98
?2

90

10.0 10.6 102
15 20

ReturnonEouitvo/o 7.7 60 79 93

Leverage

Debt/Capital

Total Debr/EBITDA

EBITDA/lnterest Expense

Valuation Summary and Forecasts
2012 2013

Price/FairValue 1 00 122

PricelEarnings 11 0 20 8

EV/EBITDA 99 112

EV/EBjT 152 17 0

Free Cash Flow Yield % -3 0 -4 4

DividendYield% 35 30

Key Valuation Drivers

Cosl of Equity %

Pre-Tax Cost of Debt 7o

Weighted Average Cost of Capital %

Long-Run Tax Bate %

Slage ll E8l Growth Bate %

Stage ll Investment Bate o/o

Perpetuity Year

3-Year

Hist Avo

0.60

5.23

3.94

2014(E) 20151E)

22.7 2t I
n 3 10.3

16.6 15.2

4.6 45

2.7 2.8

5 Yeal

2015 Ptoj. Atp

0.63 0.62

5.19 5.05

404 412

2011

0.61

388

2012

059

506

383

2013

060

513

411

2014

0.61

5.t4

408

Discounted Cash Flow Valualion

Present Value Stage I

Present Value Slage ll

Present Valua Staoe lll

FimValue Per Share

USD lvil l%l Value

-974 -52 -3 05

1,407 7.5 440

18,225 97.7 57 04

Total Firn Value 18,657 100.0 5839

Cash and Eq!ivalents

Debt

Prefetred Stock

0ther Adiustments

70

-8,834

35

022

-21 65

011

Additi0nal eslimates and sc€nanos available for d0wnload at hftp://selecl momingsaIcom

Equity Valu€ 9.928 31.0t

Projected Dlluted Shares 320

Fair Value per Share (US0)

Jhe dala in the table above rcpresent base{ase f0recasls in th€ company's repoding
cu(ency as ol the begrnning of the cu(ent year 0u lair value estimate may differfrcm the
equrty value pershare shown above due rc 0ur time value 0f money adiustmenl and In cases

where probabrlry{e ghred scenario analysis rs periomed

10 0

50

67

350

10

875

ti
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last P]ico Fair Value Considor Buy Consider Sell

38.58 uso 32 00 uso 22.40 uso 43 20 uso

EcononicMoottil MoatTrendtil

Nanow Stable

Morningstal Cledit Rating Industry Gloup

BBB Utilities - Reoulated

lJncertainty

lVedium

Stowardship

Standard

Morningstar Analyst Forecasts

Income Statement {USD Mil)

Fiscal Year Ends in DeEmber

Revenue

Cost of Goods Sold

2011

6,019

2 556

2012

5,051

1 542

Foreust

2U3 2014 20t5

5,F7 6,169 6,573

1 816 2 044 2 129

Gross Profit

Selling, General & Administrative Expenses

Other 0perating Expense (lncome)

Other 0perating Expense (lncome)

Depreciation & Amortizatlon {iJ reported separately)

3,{53

1,123

295

538

3.U0

1,663

288

-32

562

3,W

1.814

301

-36

511

4,1zli 4,tu5

t,976 2.115

n7 30/
-45 -49

6A3 658

Operating Income (ex charges)

Restructuring & other Cash Charges

lmpairment Charges {if rep0rted separately)

Other Non-Cash {lncomel/Charoes

9?j2 1 039 1,1fr ta4 t,4r3

17 -4 -18

465

5

905

3tl
-61

|,0i13

418

2

1,143

415

24

t294 1,4t3

atJ

5

317

ts4

262

626

216163

-566-
35

gtfi

292

Net Income

Weighted Average Diluted Shares 0utstanding 321319

532

3r4

416

300

259

289

542 5U)

Dilured Eamings Per Share

Adiusted Net Income

t.8tn

542 589

170

494

1391.tB

437389

Diluted Earnings Pel Share {Adiusted)

Dividends Per Common Share

EBlTDA

Adlustod EBITDA

r35 146 r.58 1.70 t.tl

092

1,443

I,460

094

r,605

1,601

0.98

1,121

1,703

1Mt02

1,897 207'
1,097 2,07',t

0perating Income {incl charges)

Interest E (pense

Interest lncome

Pre-Tax Income

Income Tax Expense

0ther After-Tax Cash Gains (Losses)

0ther After-Tax Non-Cash Gains {Lossesl

(l\4inority Interest)

(Prefened Divrdends)

7!t:l
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38.58 usD 32 00 usD 22.40 usD 43 20 uso Medium

EconomicMootil l{lo8tTrundil Stowardship

Nanow Stable Standard

Morningstar Cledit Rating Indu3try Group

BBB Uriliries - Beoulared

Morn ingstar Analyst Forecasts

Balance Sheet {USD Mil}

Fiscal Year Ends in December

Cash and Equivalents

lnvestments

fucounts Beceivable

Inventory

Defercd Tax Assets lCurrent)

Other Short Tem Assets 618

2n12

6J

;
496

866

2011

112

855

566

of,f,

-lsp&t!-
20t3 20t4 2015

35 209 t,l

'],006 1,099 1,171

500 560 583

750 750

Cunent Asscs

Net Property Plant, and Equipment

Goodwill

0ther Intangibles
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Nr$ouncg lNc.
(Nl l.JS Hquity - $ 40,84 - Outperform)

Nl-ce response to the MLP and split
. Positive response to split and MLP even without new guidance

Shares of Nl rose nearly 6% on Monday following the announcement of the
pipeline spin and MLP formation. While the MLP S-'1 filing limited the

amount of detail management gave at the analyst meeting, the long growth

runway for both the pipeline and utility operations were clear themes. Overall

the analyst meeting bolstered our confidence in the outlook for Nl, and we
believe Nl remains a key way to play the gas infrastructure growth theme.

Columbia will be a core midstream holding; plus premium utilities
Management highlighted mid-teens annual growth potential for the pipeline

business over the next six years, which will triple in size from $48 in net

investment today to $12.5B by 2O2O. We believe that this growth potential,

along with the upside from the MLP and likely strategic interest over time will

support a robust valuation once Columbia Pipeline Group spins off next year.

While the utility groMh potential is not as high as midstream, the high quality

growth and regulatory environments continue to warrant premiums.

Maintaining estimates but boosting target to $49 to reflect the split
The outlook for both the utility and pipeline operations appear to largely

reflect our financial forecasts, though we will have to wait until after the MLP

offering for formal guidance and an updated growth rate. That said, we have
greater confidence in the outlook and the long glide path of high growth at

the pipeline and utilities. We are boosting our price target to $49 based on

an updated sum of parts valuation.

t|il
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NiSource Snapshot
Exhibit 1. Financial Summary Exhibit 2. Modeling Assumptions

Financlal Summed

Diluted Sharcs Outstanding

Divdends Per ShaF

DiVd€nd Yield

Divdend Payout Rstio

Equity Ratio

FFO/Net Debt

Valuaton Metrlcs

PIE

Price/Book

Seoment EPS

Gas Distibution
TEnsmission & StoGge

Electric

Parcnt & Other

Total EPS

EBITDA bv Seoment
Ga8 Di6tribution

TEnsmission & S(orag€

Electic
PaFnt
Tobl EBIT

Model Asmplions 2014E

Gas Distribution

TEnsmission & StoEqe
Electric

Parent

Total Capex

Flnancinos ($MI

Total Equity lssued/(Repurchased)

Total Debt lssued/(Reourchased) $1 078

$300 $275 $45

sl 180 sl 448 $'l 338

2017E

$790

825
440

125

$1.69 $1.89

3't4 319

$1.02 $1.1'l

2.5o/o 2.7!o

600/0 590k

39% 3970

14Yo 14%

24 1x

2,1x

21 6x

1Ex

$2 03

51 21

30%

60%

39%

13vo

20 1x

17x

s2 21

330

$1 32

3 2vo

60o/o

37V.

130/o

18 4x

16x

$790 $760

1255 1,U2
$730

1,474
593

50

$1.69 $1.89

Source: Wolfe Utilities & Power Research

Company description
NiSource, headquartered in Merrillville, Indiana, operates three
separate business lines: electric utility, gas distribution, and
midstream natural gas. The electric utility serves just under
500,000 customers in northem Indiana and owns 3.300 MW of
generation. The gas LDC serves 3.4 million customers in Ohio,
Pennsylvania, Kentucky, Virginia, and Massachusefts. Finally,
the midstream segment, Columbia Pipeline Group, operates
15,000 miles of interstate gas pipelines and has a large set of
storage assets across its footprint.

lnvestment Ihesis
We believe that the significant investment opportunities in the
midstream space will serve to boost Nl's long term growth rate
close to double digits over the next five years, up from the
cunenl5o/o-7o/o. We see well over $5B of known investment
opportunities in the gas infrastructure segment over the next five
years with a substantial likelihood of upside, plus the cost of
capital benefits of forming an MLP.

Valuation
Our $49 price target is from our sum of parts valuation. We apply
a16x multiple to 2016E electric utility earnings and a 16.5x
multiple to 2016E gas distribution earnings, and 16.5x parent
drag. We value midstream on an MLP basis targeting a 5% yield.
Downside risks for NiSource are execution on project
development, economic conditions and long{erm performance
of an MLP. Upside risks are additional growth projects in
midstream,

Source: Wolfe Utilities & Power Research

Exhibit 3. 2016 EPS by Sesment

Source: Wolfe Utilities & Power Research

Exhibit 4. Performance Ghart
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Investment Conclusion
Nl remains one of the best ways to play the gas infrastructure theme, and the analyst day underscored the
significant value of both the utilities and midstream segments. In particular, we believe that Columbia Pipeline
Group will garner a very high valuation post corporate split owing to the tripling of the size of the midstream
operation, the cost of capital upside from the MLP, and the strategic interest in it from other players. The utility
has solid growth potential over the very long term in strong regulatory environments and should also attract a
premium. We reiterate our Outperform rating.

Valuation: higher target price on treatment of utility parent drag
We are boosting our target price on NiSource to $49 from $44. There two key drivers for the increase. First,
we have higher confidence in the long{erm EPS growth potential for the business through our forecast period
(2019) but also in2020 and beyond. Second, while our valuation approach to the midstream operation is
largely unchanged (long-term MLP value discounted back to 2016), we are now valuing the "NiSource classid'
earnings more in line with the valuation of other utilities that have a parent debt load, i.e., on simple P/E. The
implication of this is a shift on valuing the parent from an enterprise value of the debt compared to a P/E
multiple on the parent drag. See Exhibit 5 for our updated sum of parts valuation.

Exhibit 5:NiSource valuation

Valuation
Regulated Operations Valuation Metric Estimate Multiple $MM Value

Electric Utility
Gas Distribution
Parent Drag
Equity Value of l,ftility

MLP Valuation
LP Stake

Total LP Distributions
Less Taxes on Distributions
Net After Tax Distributions

Target Equity Yield
Equity Value of MLP LP

GP Stake
Total GP Distributions
Less Taxes on Distributions
Net After Tax Distributions

Target Equity Yield of GP
Equity Value of MLP GP

Total Equity Value of MLP to NiSource

NiSource Equity Value

449
(99) Assume 20o/o tax rale
350

5.00o/o

5,884 Discounted back 3 years

241

(84) Assume 35% tax rate
,t57

4.00o/o

3,290 Discounted back 3 years

16.0 3,082
16.5 4,775
16.5 (1,372\

6,las

9,174

$1s,6s9

PIE
PIE
PIE

193

289
(83)

Fullv Diluted Outstanding Shares , . 3'18.7

Nl Equity Value per Share $49

Source: Nl, Wolfe Research
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Highlights from the analyst day
. MLP S-1 within expectations. The S-1 for Columbia Pipeline Partners was filed early this morning. The

specifics of the filing are largely in line with our expectations. Initial EBITDA of the MLP for the year ended
913012015 will be about $90M, with initial cash available for distribution of $65.7M. This level should easily
be able to support 15%+ annual distribution growth for a very long period of time. Additionally the S-1

indicated that total pipeline segment EBITDA of about $620M for that time period. Given the number of
projects going into service in late 2015 (Big Pine, Washington County Gathering, East Side Expansion)
2015 we believe that this figure largely agrees with our full-year 2015 pipeline EBITDA estimate of $675M.

. Separation and capitalization of pipeline segment. The tax-free spin of the pipeline and electridgas
distribution segments is on track for mid-2015, and there are no regulatory approvals necessary beyond the
filing of the Form 10 with the SEC. Prior to the separation, Nl will start the recapitalization process. This
starts with issuing $3B of debt at Columbia Pipeline Group (roughly 5x EBITDA to start). Proceeds would
then be used to reduce debt at Nl - about $18 would be used to pay down commercial paper, about
another billion to pay off a term loan (this and CP can be repurchased with no premium), and the rest would
pay off long term debt via a tender (at a premium). Finally, the company noted that while M&A is not a
strategy it is actively following, the tax-free spin does have some timing restrictions on when a sale of either
segment could happen - at most two years.

. Pipeline net investment set to triple by 2020, self-financing. Nl management sees net investment in the
pipeline business growing from $4B as of the start of 2014 to more than $12.5B in 2020. The majority of
this investment is driven by specifically identified projects and the system modernization with $38 of upside
projects under development though with high confidence in completion. These would include the
Mountaineer Xpress project, a 1-1.SBcf/d pipeline which is wrapping up an open season shortly.
lmportantly, management noted that no external equity beyond units issued by the MLP would be needed to
fund this growth.

. Utility growth of 40/o-60/o appears conservative. Management outlined long-term rate base growth for
both utilities approaching 8% annually, though suggested that this supported EPS growth of 40/o-60/o. The
key reasons for the difference cited by Nl was the need for new equity over time (primarily the DRIP), as
well as some room for any regulatory lag, particularly on non-tracked investment. Despite this the company
also stressed that its track record in the past has been to exceed its targets on the regulated side. We
believe that the EPS growth potential from and underlying 8o/o rate base groMh story could in fact be higher
than 40/o-60/o. Our estimates imply utility growth a little higher than the top end of the range.

. Growth does not disappear in 2020. A key takeaway from the analyst day from our perspective is that the
groMh investment does not simply go away in 2020. Even with $8B of net investment in the pipeline
business through 2020, management sees another $4-7B of investment opportunities in the long run. On
the utility side, the visibility on growth is even longer dated. Nl identified about $1.2B of utility investment
through 2020 - but there is a full $30B inventory of rate base investment over the next 20 years. This
underscores our belief that both segments are premium properties with attractive long term outlooks.

. Dividend to be boosted by midyear. The total dividend from both entities will be unchanged post-split
relative to pre-split. That said, the utility will likely target a 600/o-700/o payout, with growth mirroring the level
of EPS groMh. On the midstream side, Nl had less to say on the dividend policy of either the pipeline C-
Corp or the MLP given the S-1. However, with the groMh potential of the pipeline business and the
capacity of 15o/o distribution groMh of the MLP we expect overall dividend growth to be robust.
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