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Question No. GAS-ROR-oio:

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 owned 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.

Year Attachment Folder Name Documents Included
2013 A 1Q Wunderlich 1Q-2013

Morningstar 1Q-2013
Morgan Stanley IQ-2013
KeyBanc IQ Pre-Call
Hilliard 1Q-2013
Credit Suisse 1Q-2013
BMO IQ-2013
Barclays 10-2013

B 2Q Morningstar 2Q-2013
Morgan Stanley 2Q-2013
KeyBanc 2Q-Pre-Call
Hilliard 2Q-2013
Credit Suisse 2Q-2013
Citi-NI Model Upload
BMO 2Q-2013
Barclays 2Q-2013
Barclays-07/14/13
Wunderlich 2Q-2013

C 3G Morgan Stanley 3Q-2013
KeyBanc 3Q-2013-Pre-Call
Hilliard 3Q-2013
Credit Suisse 3Q-2013
Citi 3Q-Preview
Citi 3Q-2013
BMO 3Q-2013
Barclays 3Q-2013
Morningstar 3Q-2013

D FIRST CPA Rate Case Barclays 1Q- 2013 CPA Rate Case
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E CPG Modernization Approval Barclays IQ FERC Modernization Approval
F Other Misc KeyBanc 1Q- 2013 Price Target Upgrade

Barclays-Nexus 1Q-2013
Barclays-NIPSCO-7 Year Plan
BMO-Post 2013 AGA

G 4Q BMO4Q-2013
Citi 4Q-2013
Hilliard 4Q-2013
Morgan Stanley 4Q- 2013
Morningstar 4Q-2013
Barclays 4Q- 2013
KeyBanc- 4Q Pre-call
KeyBanc- Quick Alert
Credit Suisse 4Q- 2013

2014 H IQ Barclays 1Q- 2014
BMO IQ- 2014
Credit Suisse IQ- 2014
Hilliard 1Q- 2014
Jeffries IQ- 2014- Precall
KeyBanc 1Q- 2014- Precall
Morgan Stanley 1Q- 2014
Morningstar 1Q-2014
Jeffries Report Initiating Coverage 2Q- 2014
Credit Suisse-04/22/2014 ^

Morningstar- 03/21/2014
2Q BMQ2Q- 2014

Citi 2Q- 2014
Credit Suisse 2Q- 2014
Hilliard 2Q- 2014
Jeffries 2Q- 2014- Precall
KeyBanc 2Q- 2014- Precall
Morgan Stanley 2Q- 2014
Morningstar 2Q- 2014

J 3Q 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

K Post 20141 nvestor Day Barclays- Suspending Rating
BMO- Post Investor 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



Question No. GAS-ROR-010
Respondent: P.R. Moul

Page 3 of 3

Columbia Gas of Pennsylvania, Inc.
Standard Data Request

Rate of Return

MomingStar
Wolfe- Post Investor Day

L Misc BMO- Post 2014 AGA
Jefferies- Target/Estimate Change
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KeyBanc- Quick Alert: 08-12-2014
MomingStar- MLR Optimism
US Capital Advisors- Analyst Meeting
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NiSource, Inc.

Solid Q1 Results; Remain OW

Reiterating our Overweight rating: We reiterate our Overweight rating, our $32 price 

target, and our 2013/2014/2015 EPS estimates of $1,56/$1.68/$1.77, respectively.

Q1 adjusted EPS of $0.69 in-line; 2013 guidance reiterated: Nl reported 1Q13 adj. 

EPS of $0.69, vs. $0.76 last year and consensus of $0.71. The q/q decline was primarily 

driven by the $340 million forward equity sale in September 2012. Management 

reiterated guidance of $1.50-1.60 for the full-year 2013, as the balance of 2013 will 

benefit from the completion of the Big Pine Gathering System earlier this month and the 

Columbia Gas of Pennsylvania rate settlement with a $55 million revenue increase, 

effective in July.

Good visibility with limited risk: We continue to believe that Nl has one of the cleanest 

growth stories in the sector, with visibility for 5-7% earnings growth past 2017. 

Generally constructive regulatory environments with accelerated recovery mechanisms 
in the regulated electric and gas utilities allow for steady rate base growth. Meanwhile, 

the Columbia Pipeline Group segment provides attractive exposure to infrastructure 

build out in the Marcellus and Utica shale regions.

MLR a longer-term possibility: Although not mentioned on the call, the formation of 

an MLP is still a possible upside catalyst; although the lack of meaningful near-term 

financing needs and the relatively low cost basis of NTs current midstream assets lead 

us to believe that this would be a longer-term prospect.

Nl: Quarterly and Annual EPS (USD)

Q1 0.76A 0.70E 0.69A 0.71 E N/A N/A 0.81E -9% N/A

Q2 0.23A N/A N/A 0.24E N/A N/A 0.26E N/A N/A

Q3 0.05A N/A N/A 0.13E N/A N/A 0.12E N/A N/A

Q4 0.44A N/A N/A 0.47E N/A N/A 0.46E N/A N/A

Year 1.46A 1.56E 1.56E 1.56E 1.68E 1.68E 1.67E 7% 8%

P/E 21.3 20.0 18.5

Source; Barclays Research.

Consensus numbers are from Thomson Reuters

Equity Research 

Power & Utilities | North America Utilities 

30 April 2013

Stock Rating 

Industry View 

Price Target

OVERWEIGHT

Unchanged

POSITIVE
Unchanged

USD 32.00
Unchanged

Price (29-Apr-2013) USD 31.15

Potential Upside/Downside + 3%

Tickers Nl

Market Cap (USD mn) 9712

Shares Outstanding (mn) 311.80

Free Float (%) 99.23

52 Wk Avg Daily Volume (mn) 2.2

Dividend Yield (%) 3.0

Return on Equity TTM (%) 7.78

Current BVPS (USD)

Source; FnrtSer Fundamentals

17.90

Price Performance Exchange-NYSE

52 Week range USD 31.39-23.14

•/

jm jtii: OC1.7C52 2UH

Unk lo Bar days Lwe for interactive charting

North America Utilities 

Daniel Ford, CFA 

1.212.526.0836 

daniel.x.ford@barclays.com 

BCI. New York

William Zhang 

1.212.526.6203 

william.zhang@barclays.com 

BCI, New York

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 objectivity of this report.

Investors should consider this report as only a single factor in making (heir investment decision.

PLEASE SEE ANALYST(S) CERTIFICATIONS) AND IMPORTANT DISCLOSURES BEGINNING ON PACE 4.
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NiSource, Inc (Nl)

Income statement (Smn) 2012A 2013E 2014E 2015E CAGR

EBITDA (adj) 1,633 1.765 1,898 2,037 7.6%

EBIT(adj) 1,071 1.170 1,266 1,373 8.6%

Pre-tax income (adj) 656 705 766 838 8.5%

Net income (adj) N/A N/A N/A N/A N/A

EPS (adj) {$) 1.46 1.56 1.68 1.77 6.7%

Diluted shares (mn) 291.9 293.8 295.5 307.6 1.8%

DPS ($) 0.96 1.00 1.08 1.12 5.3%

Margin and return data Average

EBITDA (adj) margin (%) 32.2 32.1 33.4 34.7 33.1

EBIT (adj) margin (%) 21.1 21.3 22.3 23.4 22.0

Pre-tax (adj) margin (%) 12.9 12.8 13.5 14.3 13.4

Net (adj) margin (%) 8.4 8.3 8.8 9.3 8.7

ROIC (%) 8.3 8.5 8.6 8.6 8.5

ROA (%) 2.0 2.0 2.1 2.1 2.0

ROE (%) 7.7 7.9 8.3 8.3 8.1

Balance sheet and cash flow (Smn) CACR

Net PP&E 12.916 14.107 15.225 16.312 8.1%

Total net assets 21,845 23.131 24.261 25,534 5.3%

Capital employed 12.881 13.809 14.788 16.061 7.6%

Shareholders' equity 5.554 5.774 6,003 6,553 5.7%

Net debt/(funds) 7,243 7.934 8,705 9.273 8.6%

Cash flow from operations 1,276 1.259 1,248 1.176 -2.7%

Capital expenditure -1,499 -1.787 -1.750 -1,750 N/A

Free cash flow -359 -719 -646 -571 N/A

Pre-dividend FCF -86 -425 -327 -226 N/A

Valuation and leverage metrics Average

P/E (adj) (x) 21.3 20.0 1S.5 17.6 19.4

EV/EBITDA (adj) (x) 10.0 9.6 9.4 9.0 9.5

EV/EBIT (adj) (x) 15.2 14.6 14.1 13.4 14.3

P/BV (x) 1.6 1.6 1.5 1.5 1.6

Dividend yield (%) 3.1 3.2 3.5 3.6 3.3

Total debt/capitai (%) 56.9 58.2 59.4 59.2 58.4

Net debt/EBITDA (adj) (x) N/A N/A N/A N/A N/A

Selected operating metrics

Payout ratio (%) 65.8 64.1 64.1 63.2

Interest cover (x) 2.6 2.5 2.5 2.6

Regulated {%) N/A N/A N/A N/A

1?—’Wt3'
tndustry,V1ew; POSITIVE

Stock Rating: OVERWEIGHT

Price (29-Apr-2013) USD 31.15

Price Target _ USD 32.00

Why Overweight? We rate Nl as an Overweight 
because of the attractive risk/reward profile from NTs 
well-defined rate base growth strategy which we see 
as relatively low-risk. Moreover, we believe additional 
value can be captured in Mi's shale acreage, to which 
we assign a value of $ 1.50/share.

Upside case USD 36.00

Our upside case assigns a 11 x 2015 EV/EBITDA 
multiple to the Columbia Pipeline Croup under an 
MLP scenario.

Downside case USD 27.00

Our downside case assumes Ni trades in-line with the 
regulated group's multiple on 2055 EPS.

Upside/Downside scenarios

Price History Price Target

Prior 12 months Next 12 months

High Upside

36.00

9 ‘

31.39 Current Target

31.5 32.00

27.00

2-.14

Low Downside

POINT® Quantitative Equity Scores 

Value

Quality

Sentiment

Low

fS2«S*1i‘r

^^hr'High

Source: POINT. The scores are valid as of the date of this 

report and are independent of the fundamental analysts’ 

views. To view the latest scores, click here.

Source: Company data. Barclays Research 

Note: FY End Dec

30 April 2013 2
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Q1 Segment Updates

NIPSCO

NIPSCO continues to make progress on its Shahfer flue gas desulfurization (FGD) units, one 

of which will be completed in 4Q13 and the other in 2014. Construction has begun on the 

Michigan City station FCD. During the quarter, NIPSCO also began installing automated 

meter reading devices in its service territory, which represents a $90 million investment over 

3 years. The Indiana S.B. 560 legislation will allow NIPSCO to continue to make investments 

with accelerated cost recovery, and will apply to distribution and transmission system 

modernization upgrades likely to begin in 2014.

Columbia Pipeline Croup

The company is continuing to execute under its $300million per year Columbia Cas 

modernization settlement, and expects its first tracker filing in November 2013 for recover y 

in February 2014. The $200 million West Side Expansion and $210 million East Side 

Expansion projects are on track for completion in 4Q14 and 3Q15 respectively. In the 

midstream businesses, the $160 million Big Pine Gathering System project was completed 

earlier this month with 425 mcf/day capacity and long-term gathering agreements with 

XTO energy and PennEnergy. Additionally. Phase I of the Pennant jV, of which Nl has a $150 

million share, is on track to complete by year-end 2013.

Gas Distribution

During the quarter, Columbia Cas of Pennsylvania reached a settlement allowing a $55 

million revenue increase, as well as a fully forecasted test year under the state's newly 

enacted Act 11. Columbia Cas of Massachusetts filed a rate case on April 16, requesting a 

$30 million revenue increase with new rates expected for March 2014. Additionally. 

Columbia Cas of Maryland filed a rate case requesting a $5 million revenue increase in 

February. A decision is expected on August 26.

30 April 2013 3
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Barclays [ NiSource, Inc.

ANALYST(S) CERTIFICATION(S)

I, Daniel Ford, CFA. hereby certify {1) that the views expressed in this research report accurately reflect my personal views about any or all of the 
subject 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 Firm'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 firm'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 affiliates (collectively and each 
individually. "Barclays"). For current important disclosures regarding companies that are the subject of this research report, please send a written 
request to: Barclays Research Compliance, 745 Seventh Avenue, 17lh Floor, New York, NY 10019 or refer to hup://publicresearch.barclays.com 

or call 212-526-1072.

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 of their 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-disseminatton.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. Inc. (Nl, 29-Apr-2013. USD 31.15). Overweight/Positive. C/D/J/K/L/M/O

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 

previous 12 months.

B: An employee of Barclays Bank PLC and/or an affiliate is a director of this issuer.

C: Barclays Bank PLC and/or an affiliate is a market-maker and/or liquidity provider in securities issued by this issuer or one of its affiliates.

D: Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from this issuer in the past 12 months.

£: 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 1% or more of a class of equity securities of the issuer as of the end of the month prior 
to the research report's issuance.

G: One of the analysts on the coverage team (or a member of his or her household) owns shares of the common stock of this issuer.

H: This issuer beneficially owns 5% or more of any class of common equity securities of Barclays Bank PLC.

I: Barclays Bank PLC and/or an affiliate has a significant financial interest in the securities of this issuer.

J: Barclays Bank PLC and/or an affiliate trades regularly in the securities of this issuer.

K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation from this issuer within the past 12 months.

L: This issuer is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or 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 
and/or an affiliate.

N: This issuer is, or during the past 12 months has been, a non-investment banking client (non-securities related services) of Barclays Bank PLC 
and/or an affiliate.

0; 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 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.

P: A partner, director or officer of Barclays Capital Canada Inc. has, during the preceding 12 months, provided services to the subject company for 
remuneration, other than normal course investment advisory or trade execution services.

30 April 2013 4
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IMPORTANT DISCLOSURES CONTINUED

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.

S: Barclays Capital Canada Inc. is a market-maker in an equity or equity related security issued by this issuer.

Guide to the Barclays Fundamental Equity Research Rating System:

Our coverage analysis 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 of all 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 of the industry coverage universe over a 12- 

month investment horizon.

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-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 fundamentais/valuations are improving.

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 (I.NT)

American Water Works (AWK) 

CenterPoint Energy Inc. (CNP) 

Dominion Resources (D)

Edison International (EIX)

Great Plains Energy Inc. (GXP) 

National Grid Pit (NGG)

NV Energy, Inc. (NVE)

PG&E Corp. (PCG)

Portland General Electric Co. (POR) 

Southern Co. (SO)

Wisconsin Energy (WEC)

Ameren Corp. (AEE)

Aqua America (WTR)

CMS Energy (CMS)

DTE Energy (DTE)

Emera Inc. (EMA.TO) 

Hawaiian Electric Inds (HE) 

NiSource. Inc. (Nl)

OCE Energy Corp. (OGE) 

Pinnacle West Capital (PNW) 

SCANA Corp. (SCG)

TECO Energy (TE)

Xcef Energy (XEL)

American Electric Power (AEP) 

Canadian Utilities Ltd. (CU.TO) 

Consolidated Edison (ED)

Duke Energy (DUK)

Fortis Inc. (FTS.TO)

ITC Holdings (ITC)

Northeast Utilities (NU)

Pepco Holdings (POM)

PNM Resources (PNM)

Sempra Energy (SRE)

Weslar Energy (WR)

Distribution of Ratings:

Barclays Equity Research has 2364 companies under coverage.

43% have been assigned an Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating: 53% 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; 49% of 
companies with this rating are investment banking clients of the Firm.

14% have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 42% of 
companies with this rating are investment banking clients of the Firm.

Guide to the Barclays Research Price Target:

30 April 2013 5
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IMPORTANT DISCLOSURES CONTINUED

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 12 months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst’s price 
target over the same 12-month period.

Guide to the POINT® Quantitative Equity Scores:

The POINT Quantitative Equity Scores (POINT Scores) are based on consensus historical data and are independent of the Barclays fundamental 
analysts' views. Each score is composed of a number of standard industry metrics.

A high/low Value score indicates attractive/unattractive valuation. Measures of value include P/E, EV/EBITDA and Free Cash Flow.

A high/low Quality score indicates financial statement strength/weakness. Measures of quality 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 of the date of this report. To view the latest scores, which are updated monthly, dick 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 PIC (Barclays, London)

New York

Barclays Capital Inc. (BO, New York)

Tokyo

Barclays Securities Japan Limited (BSIL, Tokyo)

Sao Paulo

Banco Barclays S.A. (BBSA. Sao Paulo)

Hong Kong

Barclays Bank PLC, Hong Kong branch (Barclays Bank, Hong Kong)

Toronto

Barclays Capital Canada Inc. (BCCI, Toronto)

Johannesburg

Absa Capital, a division of Absa Bank Limited (Absa Capital, Johannesburg)

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 (India) Private Limited (BSIPL, Mumbai)

Singapore

Barclays Bank PLC. Singapore branch (Barclays Bank, Singapore)

30 April 2013 6
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IMPORTANT DISCLOSURES CONTINUED

NiSource, Inc. (Nl)
USD 31.15 {29-Apr-2013)

Stock Rating

OVERWEIGHT

Industry View

POSITIVE

Date Closing Price Rating PriceTarget

Link to Barclays Live for interactive charting

24-Apr-2013 31.14 32.00

20-Feb-2013 27.04 29.00

03-Dec-2012 24.34 Overweight 27.00

09-Jul-2012 24.41 26.00

01-May-2012 25.33 25.00

01-Feb-2012 23.45 23.00

28-Oct-2011 22.52 22.00

26-|ul-2011 20.85 21.00

25-Aug-2010 16.90 18.00

23-|ul-2010 16.49 17.00

04-May-2010 16.60 16.00

C: Barclays Bank PLC and/or an affiliate is a market-maker and/or liquidity provider in securities issued by NiSource, Inc. or one of its affiliates.

D: Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from NiSource, Inc. in the past 12 months.

I: Barclays Bank PLC and/or an affiliate trades regularly in the securities of NiSource, 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 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

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 of orders executed on the floor of the New York Stock Exchange in the stock.

Valuation Methodology: Our PT is based on a sum-of the-parts valuation, assigning a !5.3x regulated utility group '15 P/E multiple for NIPSCO 
Electric and Gas Distribution, and a 9.5x '15 EV/EBITDA multiple for Gas Transmission & Storage. In addition we assign a $ 1.50/share value to NTs 

western Utica acreage.

Risks which May Impede 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.

30 April 2013 7



GAS-ROR-OIO
Attachment A
Page 8 of 60

DISCLAIMER:

This publication has been prepared by the Corporate and Investment Banking division of Barclays Bank PLC and/or one or more of its affiliates (collectively 
and each individually. "Barclays"). It has been issued by one or more Barclays legal entities within its Corporate and Investment Banking division as provided 
below. It is provided to our clients for information purposes only, and Barclays makes no express or implied warranties, and expressly disclaims all warranties 
of merchantability or fitness for a particular purpose or use with respect to any data included in this publication. Barclays will not treat unauthorized 
recipients of this 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 liability for (a) any special, punitive, indirea, 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 of the possibility of such damages, arising from any use of this 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 of any third-party web site accessed via a hyperlink in this publication and such information is not incorporated by reference.

The views in this publication are those of the author(s) and are subject to change, and Barclays has no obligation to update its opinions or the information in 
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NiSource
(NI-NYSE)

Stock Rating: Market Perform
Industry Rating: Market Perform

1Q13 In Line as Longer Tern Growth Starts Firming

Event
NI reported 1Q13 adjusted EPS of $0.69, slightly below our $0.70 estimate and 
consensus of $0.7], Misses in pipes and LDC were mostly offset by beats in 
electric, corp/other and interest, but for the most part, quarterly numbers on the 
whole delivered in line. Other takeaways: l) confidence in long-term 
sustainable growth is improving with the Indiana Legislature recently passing a 
tracking mechanism associated with future electric T&D modernization {e.g., 
transformers, poles, lines). While largely expected, the Governor’s signature 
(expected shortly) should ultimately allow Nl to spend $3-$4B of incremental 
long-term investment—beginning around 2018—which should in turn 
continue to support utility growth into the following decade; 2) two new rate 
base cases were recently filed in order to recapture the infrastructure 
modernization spending to which we are already giving credit. First, Columbia 
Gas of Massachusetts is requesting a $30mm annual revenue increase: a 
decision is expected by March 2014. Next, Columbia Gas of Maryland is 
requesting a S5mm annual revenue increase; a decision is expected by August 
2013: and 3) Nl newly announced it is going forward with a $40mm project 
(Giles County Expansion), which will expand Colombia Gas Transmission 
($25mtn) and Columbia Gas of Virginia ($15mm) to support the conversion of 
a large end user’s coal boilers to natural gas; the project should add ~$0.01 to 
annual EPS once in service (expected 4Q14).

Impact
Neutral.

Forecasts
Our 2013 and 2014 estimates remain unchanged at $1.56 and $1.65, respectively, 
while 2015 is increasing by a penny to $ 1.76 owing to the Giles County Expansion.

Valuation
We reiterate our S31 sum-of-lhe-parts price target based on 2015 metrics.

May 1, 2013

North American Pipelines

Carl Kirst, CFA
BMO Capital Markets Corp.
713-546-9756
carl.kirst@bmo.com

Danilo Juvane, CFA / Leah Jordan
713-546-9741 / 713-546-9707 
danilo.juvane@bmo.com / leah.jordan@bmo.com

Securities Info
Price (30-Apr) $30.73 Target Price $31
52-Wk High/Low S31/S23 Dividend $0.96

Mkt Cap (mm) $9,563 Yield 3.1%
Shs O/S (mm, BASIC) 311.2 Float O/S (mm) 308.4

Options O/S (mm) na ADVol (30-day, 000s) 2,022
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ValuatiorVFinancial Data

(FY-Oec.) 2011A 2012A 2013E 2014E
EPS Pro Forma $1.31 $1.44 $1.56 $1.65
P/E 19.7x 10.6x

Firs! Call Cons. $1.56 $1.67
EPS GAAP $0.52 $1.39 $1.71 $1.65

FCF $4.10 $4.31 $4,201 $4,011

P/FCF 7.3x 7.7x
EBITDA (Smm) $1,382 $1,615 $1,785 $1,905

EV/EBITDA 9. lx 8 6x
Rev. (Smm) $6,019 $5,091 $5,475 $5,634
EV/Rev 3. Ox 2.9x

Quarterly EPS 1Q 2Q 3Q 4Q
2012A $0.73 $0.23 $0.05 $0.44
2013E $0.69A S0.19i $0,191 $0,501

Balance Sheet Data (31-Dec)
Net Debt (Smm) $6,740 TotalDebt/EBlTDA 3.9x

Total Debt ($mm) $6,988 EBlTDA/IntExp 4.3x

Net Debt/Cap. 49.5% Phce/Book 1.7x

Notes: All values in USS.

Source: BMO Capital Markets estimates. Bloomberg, Thomson 

Reuters, and IMS Global Insight.

Recommendation
Wc maintain our MARKET PERFORM rating on Nl stock.

Changes Annual FCF Quarterly EPS
2013E $4,03 to $4.20 Q2/13E $0.21 to $0.19 Q4/13E $0.48 to $0.50
2014E $3.96 to $4.01 Q3/13E $0.17 to $0.19

Please refer to pages 6 to 9 for Important Disclosures, including the Analyst's Certification.
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NiSource

1Q13 at a Glance

NI reported 1Q13 adjusted EPS ofS0.69, slightly below our S0.70 estimate and consensus of $0.71. 

Primary deltas to our estimate along with business segment summaries are detailed below:

•$0.05 Pipes. Adjusted EBI T of $233 mm was lower than our $256mm estimate primarily due 

to higher operating expenses, including increased employee, administration, and outside service 

costs in addition to the timing impact of tracker spending. A 9% lower effective tariff of 

$0.39/Dth was offset by 6% higher total throughput of 537 MMDth.

NI newly announced it is going forward with a $40mm project (Giles County Expansion), which 

will expand Colombia Gas Transmission ($25mm) and Columbia Gas of Virginia ($15mm) to 

support the conversion of a large end user’s coal boilers to natural gas, which is located in Giles 

County, VA. Included in our model, we estimate the Giles County Expansion should add less than a 

penny to annual EPS once in service (expected 4Q14). NI also announced another new project (Line 

1570), which remains under evaluation, but aims to increase Marcellus takeaway capacity by 100 

mmef/d. Although it is not included in our model, we estimate Line 1570. budgeted at $20mm, 

would add less than half of a penny to annual EPS once in service (expected 4Q14).

-$0.02 LDC. Adjusted EBIT of $ 133mm was lower than our $ 146mm estimate primarily due to 

a 9% lower effective tariff of $3.16/Dth, partially offset by 6% higher total throughput of 

363 MMDth, while operating expenses were on point.

Two new rate base cases were recently filed to recapture the infrastructure modernization 

spending to which we are already giving credit. First, Columbia Gas of Massachusetts is 

requesting a $30mm annual revenue increase; a decision is expected by March 2014. 
Columbia Gas of Maryland is requesting a $5mm annual revenue increase; a decision^P 

expected by August 2013. Additionally, we reiterate NI filed a unanimous settlement for its 

2012 rate base case at Columbia Gas of Pennsylvania, which should increase annual revenues 

by $55mm beginning July 2013, although we are still waiting for regulatory approval.

+$0.02 Electric. Adjusted EBIT of $65mm was higher than our $57mm estimate primarily due 

to lower operating expenses, specifically decreased Midwest Independent Transmission 

Operator (MISO) fees and lower electric generation costs, including planned and unplanned 

maintenance (timing related). The top line was relatively on point as a 3% higher tariff of 

$90/MWh was offset by 1 % lower volumes of 4,199 GWh.

Both, the Indiana House and Senate, recently passed the bill for a tracking mechanism 

associated with electric T&D modernization (e.g., transformers, poles, lines). Now, we arc 

waiting for the Governor’s signature (expected shortly) for final approval. This legislation 

should enable NI to spend S3-4B of long-term investment, which we estimate could add about 

$l/sh of NAV (assuming $3.5B invested ratably over ten years at NIPSCO’s current ROE and 

capital structure, starting in 2018. and discounted at an 8% cost of equity to present).

+$0.03 Corp/Other. Adjusted EBIT of -S4mm was higher than our -$19mm estimate primarily 

due to lower operating expenses.

+$0.01 Interest. Interest expense of $99mm was lower than our $104mm estimate.

Page 2 May 1,2013
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Exhibit 1: NiSource Income Statement

Consolidated Earnings
<S Millions Exceot Per Share Dalai 2009A 2010A 2011A 2012A Q1 Q2 Q3 Q4 2013E 2014E 2015E

Operating Revenues:
Gas Distribution $3,303 $3,096 $2,918 $1,960 $692 $532 $377 $913 $2,714 $3,057 $3,134
Pipelines & Storage 1.241 1,261 1.355 1.462 469 246 270 316 1.299 1,173 1.232
Electric 1.213 1.375 1.428 1.508 377 361 394 354 1.486 1.516 1,561
Other S42 603 212 161 56 (24) (25) 1321 (24) 11121 1H£]
Revenues 6.299 6.335 6.019 5.091 1.794 1,114 1,015 1.551 5.475 5.634 5,813

Operating Expenses:
Cost of Sales 2.S78 2.898 2.556 1.549 686 281 165 511 1,645 1.642 1.640
Operation & Maintenance 1.650 1.654 1.723 1.674 455 423 432 462 1.773 1.814 1,655
DD&A 589 596 538 564 144 149 154 155 602 639 673
Loss (gain) on asset sales 16 1 17 (4) (0) 0 0 0 (0) 0 0
Taxes and Other 283 222 225 289 87 22 £9 84 310 224 222

Total Operating Expenses 5,516 5,436 5,129 4,072 1.373 923 821 1.212 4,329 4.418 4,500

Operating Income 783 899 890 1,020 421 191 195 339 1.146 1.215 1.313
Other:

Equity in Earnings 16 15 15 32 7 7 7 12 33 51 67
Minority Interests 0 0 0 0 0 0 0 0 0 0 0
Other I£J 4 (61) Ill 4 0 2 0 4 fi 0

Total Other Income 10 19 (47) 31 11 7 7 12 37 51 67

Reported EBIT $793 $918 $844 $1,051 5432 $198 $202 $351 $1,163 $1,288 $1,380
£BITDA $1.383 $1,514 $1,382 $1,615 5576 $347 $356 $506 $1,785 $1,905 $2,053

E:BIT Composition
Gas Distribution 328 324 394 409 234 02 30 159 486 519 558
Pipelines S Storage 389 377 360 398 133 72 90 139 435 465 514
Electric 117 234 210 252 65 69 87 55 276 300 327
Corporate & Other (40) ilZJ (120) 18] 101 12} 151 (21 (13) (18) (18)
Total EBIT $793 S918 $844 $1,051 5432 $198 $202 $351 $1,183 $1,266 $1,380

Interest Expense 399 392 377 416 99 105 112 110 426 458 486
preferred Distributions of Subsidiaries 0 2 0 0 0 0 0 0 £ £ 0
Financing Expense 399 392 377 416 99 105 112 110 426 458 486

income Before Taxes 394 526 467 635 334 93 90 241 757 808 894
income Taxes

Current (214) 118 (IS) (86) 2 6 8 21 39 141 156
Deferred 378 25 17g 305 117 24 2! 63 22S 141 m

Total Income Taxes 165 173 163 219 118 32 32 84 266 283 313
gffeetrve Inc. Tax Rale (%) 42% 33% 35% 34% 35% 35% 35% 35% 35% 35% 35%

Net Income From Continuing Operations 229 353 304 416 215 60 59 156 491 525 581
Discontinued Operations, net (12) (0) (S> 0 9 0 0 0 9 0 0
Change in Accounting m (58) 0 0 2§ 0 0 0 36 0 0

CiAAP Net Income to Common $218 $294 S299 5416 5261 560 $59 $156 $536 $525 $581

AOjustmenls to Coro

Asset Impairment 0 0 0 0 0 0 0 0 0 0 0
(Jam (Loss) From Disposal (8) 0 0 0 0 0 0 0 0 0 0
Other Non-Recurnng Gams (Loss) (40) 11 (74) liZ] fi s 0 0 £ £ £

Total Adjustments (49) 11 (74) (17) 0 0 0 0 0 0 0
Non-GAAP Core Earnings $278 $342 $378 5433 S21S $60 S59 $156 $491 $525 $581

Shares Outstanding (mm)
Avg. Diluted Shares Out 276 280 289 300 312 313 314 315 314 319 331
Avg Basic Shares Out 275 278 280 292 311 312 313 314 313 318 330
Period-end basic Shares Out 276 279 282 311 312 313 314 315 315 320 335

f aminos Per Share (Diluted)
(iAAP EPS J0.79 $1.05 $1.04 $1.39 $0.83 $0.19 $0.19 $0.50 $1.71 $1.65 $1.76
Core EPS $1.01 $1.22 $1.31 $1.44 50.69 $0.19 $0.19 $0.50 $1.56 $1.65 $1.76

EPS Growth (core) -19.4% 21.0% 7 4% 10.0% •5.7% -14.7% 254 4% 13 6% 8.5% 5 3% 6 7%

Dividends
Cash per share $0 92 $092 $0.92 $0.95 $0 24 $0.25 $0 25 $0.25 $0.99 $1 03 $1.07

Div Growth
Payout Ratio (%)

0.0%
116 6%

0.0%
87.5%

0.0%
88.7%

3.3%
68 6%

4 3% 4 2% 4 2% 4.2% 4 2%
58 0%

4 0%
62 6%

3.9%
60.9%

Source: BMO Capital Markets estimates, company data.

Page 3 May I. 2013
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Exhibit 2: NiSource Cash Flow Statement

Cash Flow Statement 
(S Millions Except Per Share Data) 04 2013E

Operating Activities
GAAP Net Income from Cont. Ops 218 292 299 416 261 60 59 156 536 525 581
DD&A 589 596 538 562 144 149 154 155 602 639 673
Deferred income tax benefit 378 200 178 305 117 24 24 63 228 141 156
Deferred Revenues 4 (20) 3 (8) (0) 0 0 0 (0) 0 0
Amortisation of premium on debt 13 10 9 10 2 0 0 0 2 0 0
Less Gain or Loss cm assets (4) (0) 0 (4) (0) 0 0 0 (0) 0 0
Less Equity Earnings plus Cash Distributions (15) 7 16 4 (0) (4) (4) (5) (13) (25) (34)
Other non-cash income items 36 112 13§ 11 137) 0 2 2 (37) 2 2
OCF (pre-working capital) SI,219 $1,197 $1,183 $1,295 $485 $230 $233 $370 $1,316 $1,280 $1,377
OCF per share $4.42 $4.27 $4.10 $4.31 $1.56 $0.73 $0.74 $1.17 $420 $4.01 $4.17

Working Capilal:

Accounts and notes receivable 259 (244) 318 (181) (111) (111) 0 0
Inventory 129 103 (142) 62 255 255 0 0
Less Change of Price Risk. Management Activities 0 0 0 0 0 0 0 0
Accounts payable (192) 38 (155) 57 25 25 0 0
Customer deposit, net 25 (25) (5) (44) (102) (102) 0 0
Other assets 83 (206) (201) 144 (90) (90) 0 0
Other Liabilities m iflfi) (78) (68) (26) (26) 2 2
Changes in Working Capital 686 (420) (262) (30) (48) 0 0 0 (48) 0 0

Disconiinued Operations (255) 1£D 150) .n 12 0 2 0 J2 0 0
Cash Flow From Operations 1,651 720 870 1.276 449 230 233 370 1,282 1,280 1,377

invrxrma Activities
Capital Spending (to PP&E) (777) (804) (1.125) (1.499) (369) (454) (454) (454) (1,731) (1.805) (1,670)
Purchases of equity investments 0 0 0 0 0 0 0 0 0 0 0
Acquisitions 0 0 0 0 0 0 0 0 0 0 0
Proceeds from asset sales 6 1 9 26 1 0 0 0 1 0 0

Other 109 Q40} (34) 51 1 0 0 0 1 0 0
Cash Used in Investing (662) (944) (1.149) (1.422) (368) (454) (454) (454) 11,729) (1,805) (1,670)
Discontinued Operations 8 e fi (2) 1?? 0 2 2 m 0 2

Investing Cash Flow (655) (943) (1.149) (1.425) (246) (454) (454) (454) (1,607) (1,805) (1,670)

Finannlno Activities
Sale of Common Stock 26 14 24 384 17 12 12 12 53 48 348
Sale of Preferred Stock 0 0 0 0 0 0 0 0 0 0 0
Sale of L.T. Debt 1.460 250 690 988 0 500 500 0 1,000 1,000 500
Redemption of Common Stock (3) 12) (3) (10) (8) 0 0 0 (8) 0 0
Redemption of Preferred Slock 0 0 0 0 0 0 0 0 0 0
Redemption of LT. Debt (1.170) (1.071) (287) (332) (427) 0 0 0 (427) (500) (230^

Change in Notes Payable, LC, ST Debt (1.061) 1.280 (23) (582) 354 0 0 (200) 154 200 0
Payments to Minority Interests 0 0 0 0 0 0 0 0 0 0 0
Dividends (253) (256) (258) (273) (75) (78) (78) (79) (310) (307) (333)

Other 2 £ (62) 0 2 2 2 2 2 2 2
Cash From (For) Financing (1.000) 216 281 175 (138) 434 434 (267) 463 441 285
Discontinued Operations 0 Q 2 2 0 0 2 2 2 2 2

Financing Cash Flow (1.000) 216 281 175 (138) 434 434 (267) 463 441 285

Change m Cash ($4) ($7) $2 $25 $65 $210 $213 ($351) $137 ($85) ($8)
Cash $ Temp. Inv. Beginning of Yr. |21 $16 S9 £12 $36 S10? *312 1525 £37 $174 £82
Cash A Temp. Inv. End of Yr. $16 $9 $12 $37 $102 $312 $525 $174 $174 $89 $82

Source: BMO Capital Markets estimates, company data.

Page 4 May I, 2013
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Exhibit 3: NiSource Balance Sheet

Balance Sheet
(S Millions Exceot Per Share Data) 2009A 2010A 2011A 2012A 01 Q2 Q3 04 2013E 2014E 2015E

Assets:
Cash & Equivalent 16 9 12 36 101 312 525 174 174 89 82
Restricted Cash 175 203 161 47 23 23 23 23 23 23 23
Receivables 848 1.121 951 1.114 1,254 1.254 1.254 1.254 1.254 1,254 1,254
Allowance for Uncoiieciabie Acis. (40) (41) (31) (24) (32) (32) (32) (32) (32) (32) (32)

Unbilled Revenues 0 0 0 0 0 0 0 0 0 0 0
Underrecovered gas & fuel cosis 40 136 21 45 17 17 17 17 17 17 17
Invemories 385 428 566 496 241 241 241 241 241 241 241
ST Assets Price Rrsh Managemeni 173 160 137 92 56 58 58 58 58 58 58
Regulatory Assets 238 152 170 163 142 142 142 142 142 142 142
Other Current Assets 387 2S3 2S2 384 m 225 278 228 m 222 228

Total Current Assets 2,224 2,449 2.248 2.352 2,032 2.242 2,455 2.104 2.104 2,020 2.012
Plant 4 Equipment (Gross) 19,038 19,590 20.470 21,902 22,194 22.648 23,102 23.556 23,556 25.361 27,031

Accumulated DD&A (8.354) (5493) 1ft R701 18.986) 19.075) (9,325) (9 379) 19^34) (9.534) MO 173) MO 8461
Plan) & Equipment. Net 10,684 11,097 11.800 12.916 13,119 13,423 13,723 14,022 14.022 15,188 16.185

Investments 295 349 356 438 451 451 451 451 451 451 451
LT Assets Price Risk Management 238 240 189 56 36 36 36 36 36 36 36
Regulatory Assets 1,644 1,650 1.978 2.024 1.954 1.954 1,954 1,954 1,954 1,954 1,954
Goodwill 3,677 3.677 3.677 3.677 3,666 3.666 3.666 3,666 3,666 3,666 3.666
Intangible Assets 320 309 298 287 284 284 284 284 284 284 284
Other Long Term Assets (& flywheel) 53 168 m 94 2d 97 101 106 106 132 165

Total Assets 19.134 19,939 20.708 21.845 21,636 22,155 22,671 22.624 22,624 23.731 24,753

Liabilities & Equity:
Short Term Debt 800 1,417 1,687 1.284 1,221 1,221 1.221 1.021 1.021 1.221 1,221
Accounts Payables 502 582 435 539 527 527 527 527 527 527 527
ST Liabilities Price Risk Management 190 174 168 95 53 53 53 53 53 53 53
Regulatory Liabilities 44 93 112 172 107 107 107 107 107 107 107
Other 1525 124 1 245 1 712 1 067 1 067 1 067 1 067 lfi£7 1.067 1 067
Total Current Liab 3,111 3,649 3,646 3.302 2.974 2,974 2.974 2,774 2.774 2,974 2,974
Long Term Debt 5.908 5,936 6.267 6.819 6,804 7,304 7,804 7,804 7,804 8,304 8.574
LT Liabilities Price Risk Management 170 102 139 20 7 7 7 7 7 7 7
Accurftlated Deferred Taxes 2.018 2,243 2,571 2.953 2.980 3,004 3,028 3.091 3,091 3.233 3,389
Regulatory Liabilities 1,559 1,596 1.664 1.593 1.611 1.611 1.611 1,611 1.611 1.611 1,611
Other Liabilities 1 57? 1 409 1.424 1 603 1 569 1 569 1.569 1 569 1569 1 569 1 569
Total Liabilities 14,418 15,016 15,711 16,290 15,946 16.470 16.994 16,857 16.857 17,698 18,125
Preferred Equity/Secunlies ol Consolidated Subsidiaries 0 0 0 0 0 0 0 0 0 0 0
Common Equity 4,717 4.923 4.997 5,554 5,691 5.685 5,677 5,767 5,767 6,033 6,629
Other 0 0 0 0 0 0 0 0 0 2 0
Total pab & Equity 19.134 19,939 20,708 21,845 21.636 22.155 22.671 22.624 22.624 23,731 24,753

Source: BMO Capital Markets estimates, company data.
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Quarterly Price (US$)
Target Price(US$)
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Revenue / Share - (US$) 

Price / Revenue

1.5

BMO 2013FY EPS ( Mar 13 = 1.56USS)

First Call 2013FY Cons.EPS ( Mar 13 = 1.56 US$)
1.6

1.5

1.4

BMO 2014FY EPS ( Mar 13 = NA US$)
First Call 2014FY Cons.EPS ( Mar 13 = 1.68 US$)

2010 2012

FYE
{Dec.)

1992
1993
1994
1995
1996
1997
1998
1999
2000 
2001 
2002
2003
2004
2005
2006
2007
2008
2009
2010 
2011 
2012

Range":

Current*

EPS
US$

1.00
1.16
1.24
1.36
1.43
1.53
1.59 
1.52 
1.89 
1.30 
2.00
1.60 
1.61 
1 42 
1.43 
1.38 
1.27 
1.06 
1.22 
1.33 
1 44

P/E
Hi - Lo

13.5 11.3 
150 10.7
13.3 10.5
14.2 10.4
14.1 12.3
16.3 12.4
21.2 14.4
20.4 10.8
16.7 6.7
25.0 14.0
12.5 7.3
13.7 10.2
14.2 12 2
18.0 14.4
19.6 13.6
20.3 12.7
15.6
14.9

,1
7.3

14.7 11.6
18.0 12.7

25.0 6.7

20.2

DPS
uss

0.62 
0.72 
0.78 
0.84 
0 90 
0.96 
1 02 
1.08 
1 08 
1.16 
1.16 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0 92 
0.96

Yield% 
Hi • Lo

5.5 4.6
5.8 4.1 
6.0 4.7
5.9 4.4
5.1 4 5
5 1 38 
4 5 3.0
6.6 3.5
8.5 3.4
6.4 3.6 
8 0 4.6
5.6 4.2
4.7 4.0
4.5 3.6
4.7 3.3
5.3 3.3

6.5 5.1
5.5 3.8

11.8 3.0 

3.3

Payout

62
62
63
62
63
63
64
71
57 
89
58 
58 
57
65 
64 
67
72 
87 
75 
69 
67

66

BV
USS

7.9
8.3
8.7 
9.0 
9.2

102
9.8 

10.9 
16.6 
16.8 
20.1 
168 
17.7 
18.1 
18 3
18.5 
172
17.6
17.7
17.7 
17.5

P/B
Hi - Lo

1.7 
2.1 
1.9
2.1
2.2
2.5
3.5
2.8 
1.9 
1.9 
1 2 
1.3
1.3
1.4 
1 5
1.5 
1.1 
0.9 
1.0
1.4
1.5

1.4 
1 5
1.5 
1 6 
1.9 
1.9 
2.3 
1.5 
0.8 
1.1 
07 
1.0 
1.1 
1.1 
1.1 
0.9 
0.6 
04 
0.8 
0.9 
1.2

ROE
%

Nl - Rating as of 26-Jun-08 = Mkt

3 5 0.4

1.6

Growth(%)- 
5 Year: 2.1

10 Year: -1.4
20 Year: 1.4

0.9
-1.9
1.9

-0 7 
-1.1 
4.2

' Current EPS is the 4 Quarter Trailing to Q4/2012.
* Valuation metrics are based on high and low for the fiscal year.
" Range indicates the valuation range for the period presented above.

Last Price ( April 26, 2013): $30.82 
Sources: IHS Global Insight, Thomson Reuters, BMO Capital Markets.
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Important Disclosures
Analyst's Certification

1. Carl (Cirst. CFA, hereby certify that the views expressed in this report accurately reflect niy personal views about the subject securities or issuers. 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 

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 of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.

Analysts employed 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 Specific Disclosure

Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment banking services within the 

past 12 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-Securitics Related Services.

Methodology and Risks to Our Price Target/Valuation

Methodology: Our target price for N1 is based on a sum-of-the parts valuation. We individually value each one of NTs 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 12-month price target for Nl include: 1) 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.
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Distribution of Ratings (March 31, 2013)

Rating

Category BMO Rating

BMOCM US 

Universe*

BMOCM US 

IB Clients**

BMOCM US 

IB Clients***
BMOCM

Universe****
BMOCM

IB Clients*****
Starmine

Universe

Buy Outperform 37.3% 16.5% 53.8% 38.2% 51.3% 53.2%

Hold Market Perform 58.0% 8.8% 44.6% 56.8% 47.7% 41.1%
Sell Underperform 4.7% 3.7% 1.5% 4.9% 1.0% 5.7%

* 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 Capita! Markets Corp. has received compensation for Investment Banking 

sen-ices as percentage of Investment Banking clients.

**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.

***** Reflects rating distribution of ail companies from 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 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 return basis;

(S) = Speculative investment;

NR = No rating at this time; and
R = Restricted - Dissemination of research is currently 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 Rating System (January 4, 2010 - April 4, 2013):

littp://researchglobal.bmocapita!markets.com/documents/2013/prior_rati ng_system.pdf
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Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go 
http://rcsearchglobal.bmocapitalmarkets.com/Public/Company_Disclosure_Publie.aspx or write to Editorial Department, BMO Capital Markets, 1 

Times Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1 First Canadian Place, Toronto. Ontario, M5X 1H3.

Dissemination of Research
Our research publications are available via our web site http://www.bmocm.com/rcsearch/. Institutional clients may also receive our researcii via FIRST 

CALL, Thomson Reuters. Bloomberg, FactSet, Capital IQ, and ThcMarkets.com. Ail of our research is made widely available at the same time to all 

BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular mail. Please contact your 

investment advisor or institutional salesperson for more information.

Conflict Statement
A genera] description of how BMO Financial Group identities 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

htlp://researchg!oba].bmocapitalmarkcts.com/Public/Confliet_Statement_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 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 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 arc 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 infomiation in this 

report is not intended to be used as the primary basis of investment decisions, and because of individual 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 sdl| 

securities of issuers discussed herein.

Additional Mailers
To Canadian Residents: BMO Nesbilt Bums Inc., affiliate of BMO Capital Markets Corp.. furnishes this report to Canadian residents and accepts 

responsibility for the contents herein subject to the tenns set out above. Any Canadian person wishing to effect transactions in any of the securities 

included in this report should do so through BMO Nesbitt Bums Inc.

The following applies if this research was prepared in whole or in part by Andrew Breichmanas, Tony Robson, or Edward Sterck: 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 (he issuer that is the subject of the research if it and its affiliates own 1% 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 if such ownership exceeds 5% of the equity of the issuer.

To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Bums Securities Ltd., affiliates of BMO NB. furnish this report to U.S. residents 
and accept 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. and/or BMO Nesbitt Bums Securities Ltd.

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 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 

2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant 

persons”). The contents hereof are not intended for the use of and may not be issued or passed on to. retail clients.
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ADDITJONAL INFORMATION IS AVAILABLE UPON REQUEST
8MO Financial Group {NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and 
corporate banking products. BMO serves Canadian retail dients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and 
commercial banking dients are served by BMO Harris Bank N.A., Member FDIC. Investment and corporate banking services are provided in Canada and the US 
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A, 
BMO Ireland Pic, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), 
BMO Nesbitt Bums Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO Nesbitt Bums Inc. (Member 
Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Capital Markets Limited in Europe, Asia 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 elsewhere.
TM Trademark Bank of Montreal

©COPYRIGHT 2013 BMO CAPITAL MARKETS CORP.

A member of BMO Financial Group
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52-week price range 
Market cap. (US$ m) 
Enterprise value (USS m)

NEUTRAL*
30.73
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INCREASEiTARGETiRRICE

Holding 2013 EPS Outlook; Staying Neutral, 
but Valuation at 10-year High

■ Keeping at Neutral, but Valuation Risks Growing: Our TP increases by 
$2, to $31, based on a projected price to earnings multiple of ~17x-19x 
2015E EPS. Together with NTM dividend of $0.98 translates to total return 
of (0%)-10% for a mid-point of 5%, which is ~ 500 bp below our median total 
return expectations for mid-stream MLPs. The offset is that while we have a 
a relatively negative bias, we acknowledge continuing very strong demand 
for low risk, yield oriented investments such as that offered by Nl and which 
has a broader investor base than MLPs.

a Holding Estimates for 2013 and Beyond: While 1Q:13 results were 
$0.05/share below our estimate, we are holding our numbers for 2013-2015 
to reflect Nl’s re-affirmed guidance for 5-7% EPS growth and comments that 
2013 is on track to reach its $1.50-$1.60/share guidance.

Risks: NTs low risk business model of regulated assets operating in a 
relatively benign regulatory environment, highly visible investment1 
opportunities in each of NTs segments together with a 3.5% dividend has 
appeal to defensive, yield-oriented investors. However, we would expect that 
flare-ups in the macro political, economic, or financial environment could 
result in a pull-back in the valuation of the shares given that Nl is trading at 
over 5 turns above its forward P/E average and its peers are trading at 
approximately 6 turns above the forward P/E average.

Share price performance Financial and valuation metrics

Year 12/12A 12/13E 12/14E 12/15E
EPS (CS adj.) (USS) 1.43 1.55 1.65 1.75

28 ^r Prev.EPS (USS) — — 1.64 —
^ ... . P/E (x) 21.6 19.8 18.6 17.6
2d P/E rel. (%) 142 8 140.7 147.6 153.6
22 •----- -------------------------------------------—----— Revenue (USS m) 5.070.0 5.414.1 5,883.4 6,264.3

Apr-12 Jul 12 Od-12 Jan-'3 Apr-13 EBITDA (USS m) 1,633.3 1.744.5 1,900.7 2,061.7
-------Pnce ------ Indeied S&P5001N0£X OCFPS(USS) 4.26 4.33 4.45 4.72

P/OCF (x) 5.8 7.1 6.9 6.5
EV/EBITDA (current) 10.7 10.0 9.2 85
Net debl (USS m) 8.067 8,562 9,206 9.470
ROIC <%> 5.13 5.23 5.38 5.50

Quarterly EPS Q1 Q2 Q3 Q4 Number of shares (m) 311.79 1C (current, USS m) 13,621.20
2012A 0.73 0.23 -0.10 0.44 BV/share (Next Qtr. USS) 18.6 EV/IC (x) 1.3
2013E 0.69 0.22 0.18 0.46 Net debl (Next Qtr., USS m) 8,116.6 Dividend (current. USS) 0.98
2014E 0.72 024 0.20 0.48 Nel debt/lot cap (Next Qtr.. %) 142.3 Dividend yield (%) 0.78

Souaq? ■ Company data, Credit Suisse estimates

DISCLOSURE APPENDIX CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS, INFORMATION ON 
TRADE ALERTS, ANALYST MODEL PORTFOLIOS AND THE STATUS OF NON-U.S 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 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 
distribution, gas transmission and storage, and electric operations. Rate regulated 
operations account for the majority of Nl's operating earnings. NTs gas distribution 
operations serve 3.3 million customers across seven states. NTs gas transmission and 
storage operations comprise 15,000 miles of pipe and 639 billion cubic feet of storage 
capacity. The electric operations consist of its Northern Indiana utility, Northern Indiana 
Public Service Company (NIPSCO), which serves approximately 458,000 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 holds substantial acreage.

Nl also has an inventory of project opportunities of ~$10B in its regulated Gas Distribution 
segment, $6-$8 billion in its regulated electric segment and $8-$10B in its Gas 
Transmission and Storage Segment. Importantly, we believe Nl has the liquidity ($1B), 
balance sheet, and opportunity set in place to maintain an annual cap ex program of 
approximately $1.5 bi!lion-$1.8B.

Outlook: Holding Our Forecast

a Q1 was light to our numbers, but we are holding our forecast: Nl missed our 1Q 
numbers, but we attribute this more to missed on timing on earnings growth to the gas 
transmission and distribution segments than anything fundamental as management 
stated that its results were in line with its expectations. Consequently, we are shifting 
the $0.05 differential mostly to the back half. We are also trimming our 2QE EPS by 
$0.03/share while raising 3QE by $0.04/share and raising 4QE EPS by $0.04/share.
Overall, this keeps our 2013E EPS at $1.55/share. We are maintaining our 5-7% EPS 
growth outlook through 2016.

■ Modeling 4% Dividend Growth: Our forecasted 4% growth rate is consistent with 
management growth guidance of 3-5% dividend/share and 60-70% payout.

■ Liquidity: Nl had a net available liquidity from its revolving credit facility and stand-by 
letters of credit of ~$0.9B at the end of 1Q13.

n Cap Ex Forecast of $25-$30b over the long term: Nl has a total inventory of 25- 
$30b (equivalent to $1.5-$1.8B/year) in infrastructure focused investment opportunities 
over the next 15-20 years.

■ MLR Option Not Discussed: We believe management still views an MLP as a viable 
option to help finance growth of its midstream business but we now do not expect Nl 
to pursue this strategy for at least the next few years. Once again, the issue was not 
raised on the conference call. With valuations rising at Nl, we view the MLP option as 
lower likelihood as Nl has a wider investor universe than MLPs and with valuations 
rich, we see less potential valuation uplift should Nl decide to put its Columbia 
operations into an MLP structure.
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Exhibit 1: Holding 2013E EPS Overall - Cutting 2QE, Raising 3QE, Raising 4QE, Raising 2014E EPS by $0.01, to

$1.65/share, Holding 2015E EPS at $1.75/share
Earning* Wane*_______;

1Q13E 2Q13E 3Q13E 4Q13E 2013E 2014E 2015E
Segment EBfIDA

' Gas Distribution 310 118 77 195 700 761 824
NIPSCO Electric 118 130 151 122 521 554 586
Gas Transmission 4 Storage 174 129 117 163 583 647 715
Other 6 4 (10) (6) (6) I6| (61

Total EBITDA (recurring) 608 381 335 474 1.798 1.956 2.119

Segment EBIT
Gas Distribution 259 67 24 141 490 532 577
NIPSCO Etecthc 54 65 86 55 260 261 303
Gas Transmission 4 Storage 139 91 78 124 432 477 524

: Other 4 1 (12) W (16) (17) (18)
Total EBIT (recurring) 455 225 176 311 1,167 1,274 1.386

Interest Expense 103 103 108 112 426 476 524
Other Expenses 0 0 0 0 0 0 0
Taxes 123 43 24 70 259 283 310

Recurring Net Income 229 79 44 130 482 515 552

Diluted Wtd Avg shares outstanding 310 311 311 312 311 313 315

Recurring EPS - Diluted

Dividend per share

Finandng & Credit Metrics

50.74

50.24

50.25

50.24

50.14

50.25

50.42

50.25

51.55

50.98

51.64

51.02

51.75

51.06

Total Debt/Total Cap 58 5% 59.5% 605% 60.6% 60 6% 61.2% 59 6%
Net Debt/Total Cap 584% 594% 604% 60 5% 60 5% 61.1% 59 5%
Net Debt (Equity 140 5% 1464% 152.7% 153 0% 153 0% 156.9% 147.1%
Book Value Per Share 51843 518 46 518.36 518.54 51856 51925 520 93
Net Debt/TTM EBITDA 5 Ox Six 4 9* 4.9> 4.9> 4 8i 4 6x

Source: Company data, Credit Suisse estimates

New estimates
1Q13A 2013E 3Q13E 4Q13E 2013E 1Q14E 2Q14E 3Q14E 4Q14E 2014E 2015E

262 103 77 190 652 296 111 89 206 703 760
128 119 152 127 526 123 127 161 135 545 578
159 128 121 169 576 203 146 137 184 571 742

3 4 (10) (6) W 4 (10) (6) (18) (16)
571 354 340 480 1.745 616 388 377 519 1.901 2.062

233 53 26 138 451 243 57 34 150 483 522
65 55 87 61 268 56 60 93 67 276 297
133 101 92 139 466 173 114 104 149 540 592
i4l 1 (12) (9) (24) (9) 1 (13) (9) (29) (30)

428 210 193 330 1.161 463 232 218 357 1.270 1.380
99 102 105 109 415 112 114 118 122 467 518
(4) 0 0 0 («) 0 0 0 0 0 0

118 38 31 78 266 125 42 35 83 285 311
215 70 57 142 485 227 76 64 151 518 552

311 312 312 313 312 313 314 314 315 314 316

50.69 50.22 50.18 50.46 51.55 50.72 5024 5020 50.48 51.65 51.75

50.24 50.24 5025 50.25 50.98 5025 5025 50.25 5026 51.02 51.06

58 5% 590% 60 0% 60 0% 60.0% 59 9% 60.7% 61.5% 60.7% 60 7% 59 2%
58 2% 587% 59 7% 59.7% 59.7% 59 7% 60.4% 61.3% 60 4% 60 4% 589%

139.2% 142 3% 148 4% 148.1% 148 1% 147.9% 152.8% 1582% 152.7% 152.7% 1436%
518 29 518.30 518 26 516.50 518.54 518.98 518 98 51894 51917 51921 520.89

5 0« 5 lx 4.9x 4.9x 4.9x 4 9x 5.Ox 5.1x 4 8» 4 8* 4.6«

NiSource Inc. (Nl) 3
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Exhibit 2:1Q.13 Results Below Our EsUmates Mostly on Timing Issues
Quarterly Variance

Earnings Variance
1Q13 1Q13CS Diff. 1Q12

Actual Estimate Diff. (%) Actual Comments
Segment EBITDA

Gas Distribution 282 310 (28) -9% 52 margin < forecast, O&M > forecast
NIPSCO Electric 128 118 10 9% 96 lower electric generation costs
Gas Transmission & Storage 159 174 (15) -9% 121 Rates below assumptions
Other 3 6 (4) -60% (14)

Total EBITDA (recurring) 571 608 (37) -6% 255

Segment EBIT
1 Gas Distribution 233 259 (26) -10% 141

NIPSCO Electric 65 54 11 21% 43
Gas Transmission & Storage 133 139 (5) -4% 89
Other (4) 4 (7) -197% (20)

Total EBIT (recurring) 428 455 pi -6% 253
Interest Expense 99 103 (5) -5% 97
Other Expenses (4) 0 (4) NM 13
Taxes 118 123 (5) -4% 52

Recurring Net income 215 229 (14) -6% 91

Diluted Wtd Avg shares outstanding 310 310 (0) 0% 291

Recurring EPS* Diluted $0.69 $0.74 $0.00 0% $0.31

Dividend per share $0.24 $0.24 $0.00 0% $0.23

Financing & Credit Metrics
Total Debt/Total Cap 58.8% 58.5% 0.3% 0.4% 60.7% i
Net Debt / Total Cap 58.7% 58.4% 0.3% 0.4% 60.6%
Net Debt / Equity 142.0% 140.5% 1.5% 1.1% 153.7%
Book Value Per Share $18.35 $18.43 ($0.09) ($0.00) $17.33
Net Debt/TTM EBITDA 5.lx 5.0x 0.2x O.Ox 5.1x

Source: Company data. Credit Suisse estimates

■' •' r
NiSource Inc. (Nl)
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Valuation

■ We are raising our valuation range by $2, to $30-$33 and a $31 TP, based on a 
projected price to earnings multiple of ~17-19x 2015E EPS. The stock trades at price 
to earnings multiples of ~19.4x NTM and ~17.6x 2015E, respectively.

■ Applying “normal” valuation multiples to Nl’s three segments results in a valuation of 
$28 - below where Nl currently trades and a 17.6x NI s 2015E EPS of $1.75/share.

GAS-ROR'OIO
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Exhibit 3: Sum of the Parts Valuation
WM-Neri Twelye Monthjy#!uatlon  ________" " ~ *' _

NTM MM~ Multiple Efiterpnsc Value i Equity ValuT

FRIT D4A EBITDA 1U Metric Low Base Hioh Low Base High

Electric Services 259 8 2606 1735 P/E 16 0. 160. 20 0. 2,776 6 3.1236 3,470 7

Natural Gas Utilities 467 3 205.8 673.1 EV/ESTDA 90. too. 1I0> 6.057.9 6.731 0 7 404 1

Tiansmssion anc Storage 505 5 1153 6208 EWESlTDA too. 110. 12.0. 6.207 6 6.628 4 7.449 t

Total Enterprise 1 Equity Value IS,042.1 16,583 0 16.324.0
Casri 4 EqisvElenls S3 1 63 1 831

Short-term DeW 1,284 1 1.284 1 1.284 1

Long-term Debt 6.815 1 6,8191 6.819.1

Less NelDeOt 8.0201 8,020.1 8.020.1

Total Equity Value 7.022.0 1.662.9 10.303 9

Shares Out standing 310 310 310

Per Share S22 63 TJTBT" $33.21

Current Share Price {Fetj IS M13) $30 73 $30 73 $30/3

Return (23%) (6%) 1134

Dividend por share (E;L) $0 98 50.96 $0.98

OnnUerK* Yield 3% 336 336

Total Return 120%) (354) 74S

201SEEPS $1 75 $1.75 $1.75
tmpHed P/E 12 9. 16.b 19 D>

1 m.M i
Implied PfE

Source: Company data. Credit Suisse estimates

■ In a scenario where an MLP is created, we forecast an estimated NTM valuation of 
$34/share i.e. -19.5x 2015E EPS, but we caution that we are applying stretched 
valuation metrics to get there.

NiSource Inc. (Nl) 5
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Exhibit 4: Forecasted Valuation Assuming Creation of MLR
OTM - MLP Y<ly..aJLm Miopia for Tramrrittjen

- —--------- — - — .................. . . ...

KT7J Muttjple enterprise Value )bq ity Value
FBI! DAA EBITDA/M Metric Low Base High Low Base High

Eloclnc Services ?»8 «0 6 175 1 P/E 16 0> 18 0. 20 0* 7.866 2 3,224 4 3.582 7

Naluid Gas UAles <67 3 70S 6 6731 EV/FRTDA 9 0. 100. 110* 6.057.9 6.73! 0 7.404 1
TiansmrssiWand Swage 505 5 1153 620 8 EVCBITOA T !25> 13 5* 155. 1 7.759 5 8.330.3 9.621 B

Total Enterprise 1 Equity Value 16,613 6 16.335.7 20,608 6
Cash & Efliwaienis S3 1 E3 1 83 1
Shorl IBim Dew i.2«< 1 1.284 1 1,284 1
Long term DeW 6,8(9 1 6,819.1 6,819 1

Loss Nol Dot! 8.020 1 8.020 1 8,020 1

Total Equity Value 6,663.6 10,315.6 12,55$ 5

Sharos Ouistandmg 310 310 310

Per Share 62 7 9 7 US.54 $40.57

Current Sh»« P'K* (Fe6 13. 2017) 630 73 630 73 530 73

Rcttm (6%) 12% 35%

Dividend txrr share (Esl) 60 98 60 98 60 98
Orwdend Vi^W 3* 3% 3%

Tolar Return (3H) 16% 38%

?0t5E EPS $1 75 61.75 61 75

Implied Pfh 16.0* 23 2*

SUM

Implied PIE 19 5.

Source-' Company data, Credit Suisse estimates

a Exhibits 3 and 4 show how by forming an MLR and enjoying a higher EV/EBITDA 
multiple for NTs Transmission and Storage assets may already be priced into the 
shares (or at least a portion of the potential). We wrote just 2 months ago that we 
believed Nl shares had limited further upside at least from a multiple expansion 
standpoint. We have been proven wrong as Nl shares have rallied by 13% since 
reporting 4Q12 results. Still some investors may find the 3% yield and 3-5% dividend 
growth or 7% total return opportunity, assuming that NTs continue to trade at today's 
lofty levels appealing. Compared to MLPs which comprise the bulk of our coverage, 
we believe that there are better opportunities there. Offsetting the downside:

o the execution of numerous infrastructure replacement programs in each 
of its gas distribution utilities,

o execution of environmental cost recovery mechanisms for its 
environmental enhancements to its electric utility generation fleet along 
with a distribution modernizations program that it is working to establish 
from a recovery standpoint via legislation SB560,

o a 5-year settlement agreement with the FERC to begin a systematic 
$300mm/year infrastructure replacement program on its Columbia Gas 
Transmission system,

o execution and development of NTs assets which are proximate to shale 
plays that offer some of the strongest returns to producers in the US.

NiSource Inc. (Nl) 6
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Exhibit 5: Valuations are Extended on a forward P/E basis: Nl Trading Over 2 Standard Deviations Above Its Average 

Multiple and Its Peers Are Trading Over 3 Standard Deviations Above their Average P/E Multiple

Forward P/E - Nl vs Peers

Both Nl and its peers are trading at the high end of the forward P/E ranges for the last 10 
years. Nl has averaged 13.9x forward P/E and its peers have averaged 14.6x forward P/E. 
As of Apr 30, Nl trades at 19.6x forward EPS while peers trade at 21.4x or 92% of the peer 
group and a 1,8x discount to peers. Nl trades on average at 99% of the S&P 500 and 
currently at 135% of the S&P 500 while its peers trade at 149% of the S&P 500. The 
premium for Nl and peers to the broader market is on account of the stability of the cash 
flows relative to the broader market, particularly in light of supportive Federal Reserve 
policy that is expected to continue until at least 2015. Consequently, we are seeing 
investors looking past the NTM to 2015 expected earnings for names such as Nl.

NiSource Inc. (Nl)
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Exhibit 6: N1 P/E as Pet of S&P 500 Are 3 Std Deviations Above Average and Peer Group 

PIE as Pet of S&P 500 Over 2 Std Dev Above Average

Source: FactSet, Credit Suisse estimates

Exhibit 7: Nl trades at an average of 95% Forward P/E relative to peers, 92% currently
Nl Forward P/E as % of Peers

Source: FactSet, Credit Suisse estimates

NiSource Inc. (Nl) 8
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Risks
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. It 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.

Of the $1.8B in cap ex for 2013, $490mm is for age and condition and the remaining 
portion is for growth and tracker investments which effectively have support from Nl’s from 
the state regulatory authorities in which it operates.

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 27% YTD with no meaningful change in earnings 
outlook. The shares yield 3% and the company is guiding to 3-5% dividend growth giving 
7% annual return potential all else being equal. The Federal Reserve has indicated 
intention to provide monetary policy support through 2015 in the form of continuing 
aggressive purchases of US government issues. 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 Inc. (Nl)
i
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Important Global Disclosures

John Edwards, CFA, Scott Fogleman, Brett Reilly, CFA and Bhavesh Lodaya 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.

Price and Rating History for NiSource Inc. (NI.N)

NI.N Closing Price Target Price — Taiaet Pric s — Closing Rice NI.N
Dale (USS) (US$) Rating 35

15-Dec-10 17.09 18.00 N*

06-Fet>-1t 18.40 19.00 30

06-May-11 19.44 20.00 _______________ [r

16-Jun-11 19.30 • 25

02-Aug-11 20.40 21.00 N

28-OcMI 22.52 24.00 20

02-May-12 25.04 26.00 *

Ot-Aug-12 25.38 27.00 15 t ,

20-Feb-13 27.04 29.00 1-Jbn- 1 1 1- OjI- 11 1-i3n- 12 1 - ill- 1 2 l-iin-13

1 Asterisk signifies initiation or assumption 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 return is expected to outperform the relevant benchmark’over the next 12 months.

Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months.

Underperform (U): The stock's total return is expected to underperform the relevant benchmark* over the next 12 months.

'Relevanl benchmark by region: As of 10th December 2012. Japanese ratings are based on a stock's total return relative to the analyst's coverage universe which 
consists of all companies covered by the analyst within the relevant sector., with Outperforms representing the most attractive. Neutrals the less attractive, and 
Underperforms the least attractive investment opportunities. As of 2nd October 2012. U S. and Canadian as well as European ratings are based on a stock's total 
letum relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the 
most attractive. Neutrals the less attractive, and Underperforms the leas! attractive investment opportunities For Latin American and non-Japan Asia stocks, ratings 
are based on a stock's total return relative to the average total return of the relevant country or regional benchmark: Australia. New Zealand are, and prior to 2nd 
October 2012 U.S. and Canadian ratings were based on (1) a stock 's absolute total return potential ro its current share price end (2) the relative attractiveness of a 
stock 's total return potential within an analyst's coverage universe. For Australian and New Zealand slocks. 12-month rolling yield is incorporated in the absolute total 
return calculation and a 15% and a 7.5% threshold replace the 10-/5% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 
7.5% thresholds replace the *10-15% and -10-15% levels in the Neutral stock rating definition, respectively. Prior to 10th December 2012, Japanese ratings were 
based on 3 stock's total return relative to the average total return of the relevant country or regional benchmark.

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 course of Credit Suisse's engagement in an investment banking transaction and in certain other 

circumstances.

Volatility Indicator [V]: 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 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 sector* relative to the group’s historic fundamentals and/or valuation:

Overweight: The analyst's expectation for the sector’s fundamentals 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.

Underweight: The analyst's expectation for the sector's fundamentals and/or valuation is cautious over the next 12 months.

‘An analyst’s coverage sector consists of all companies covered by the analyst within the relevanl sector. An analyst may cover multiple sectors.
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Credit Suisse’s distribution of stock ratings (and banking clients) is:

Credit Suisse

Global Ratings Distribution

Rating

Outperform/Buy*
Neutral/Hold’
Underperform/Sell'
Restricted

Versus universe (%)

42%
39%
15%
3%

Of which banking clients {%)

(53% banking clients) 
(47% banking clients) 
(39% banking clients)

‘For purposes olthe NYSE and NASD ratings distribution disclosure requirements, our stock ratings o! Outperform. Neutral, and Underperform most closely 
correspond to Buy, Hold, and Sell, respectively: however, the meanings ere not the same, as our stock ratings are determined on a relative basis. (Please refer to 
definitions above.) An investor's decision to buy or sell a security should lie based on investment objectives, current holdings, and other individual factors.

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.csfb.com/research and 
analytics/disclaimer/managing_conflicts_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. (NI.N)

Method: We derive our 12-month price target of $31 for NiSource via a forward P/E valuation. Our price is based on a P/E multiple of 17-19x 

2015E EPS estimate of $1.75, which is at the upper end of Nl's historic trading range but below its historic average relative to peers.

Risk: Main risks to our 12-month price target of $31 for NiSource would be mean reversion on multiples. Both Nl and peers are trading well
above historical multiples both compared to themselves and the S&P 500. Consequently, should issues surface on the macro political, 
financial, economic, or other fronts, there is risk of pull back from current multiples, valuation.

Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 

target price method and risk sections.

See the Companies Mentioned section for full company names

The subject company (NI.N) currently 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 (NI.N) within the past 12 months.

Credit Suisse has managed or co-managed a public offering of securities for the subject company (NI.N) within the past 12 months.

Credit Suisse has received investment banking related compensation from the subject company (NI.N) within the past 12 months

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (NI.N) within the next 3 

months.

As of the date of this report, Credit Suisse makes a market in the following subject companies (NI.N).
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Singapore recipients 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.

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.
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HILLIARD LYONS

COMPANY UPDATE

Key Metrics
Nl - NYSE (Price as 0(4/29/13) $31.15

Price Target NA

52-Week Range $31.39-$23.14

Shares Outstanding (mm) 311.1
Market Cap. ($mm) $9,690

3-Mo. Average Daily Volume 1,994,000

Institutional Ownership 82.0%
Debt/Total Capital (3/31) 58.5%
ROE (ttm) 7.7%

Book Value/Share $17.82
Price/Book Value 1,75x
Indicated Dividend / Yield $0.96 3.1%

Dividend Cycle Feb., May, Aug. .Nov.

EPS FY 12/31

Prior Prior Curr.

2012 2013E 2013E 2014E 2014E
1Q - -
2Q - -

3Q - -

4Q - -

Year $1.46 $1.55 $1.67
P/E 21.3x 20.1x 18.7x

Payout 66% 62% 57%
Note: Figures excludenon-recurring items

Revenue ($mm)

Prior Prior Curr.

2012 2013E 2013E 2014E 2014E
IQ - -

2Q - -

3Q - -

4Q - -

Year $5,070 $5,300 - $5,750

Company Description: Based in Merrillville, hid., 
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 energy to 3.7 
million customers located within the high-demand energy 
corridor stretching from the Gulf Coast through the 
Midwest to New England. Generation sources: Coal 77Vo. 
Natural Gas 22%, Hydro 1%.

Electric Utilities
David Burks 

J.J.B. Hilliard, W.L. Lyons, LIC 
502.588.8648/ DBurks@hilliard.com 

April 30, 2013

NiSource Inc.
Nl~ NYSE- Neutral-2

Company reports lower first quarter earnings, but
reaffirms 2013 earnings guidance

Investment Highlights

• NiSource reported first quarter net operating 

earnings of $0.69 per share versus $0.76 per share 

earned in the first quarter of 2012 and slightly 
below expectations. While net income rose, earnings 
declined due largely to a 24 million share $340 million 

equity issuance done last September. The company’s 
Columbia pipeline group operations and natural gas 

distribution businesses saw their earnings contributions 
decline modestly in the first quarter. By contrast, NTs 
electric utility operation posted a gain in the period. In 
sum, it was another solid quarter forNI in our view.

• Management reaffirmed 2013 earnings guidance of 
$1.50 to $1.60 per share. The outlook is expected to 
be driven by execution of its infrastructure-investment 
programs and a modest and gradual economic recovery. 
We are maintaining our 2013 EPS estimate of $1.55. 
In addition, we are initiating a 2014 EPS estimate of 

$ 1.67 per share.

• The company plans to invest $1.8 billion in capital 
expenditures this year and expects to continue to 

keep making significant investments in future years 
as well. Most of these investments arc expected to be 
in the natural gas distribution and transmission and 
storage and gas infrastructure areas. NT expects these 

investments to drive future operating growth of 5% to 
7% annually for the next several years. NTs growth 

plans should also provide earnings visibility as well.

• Our rating on NiSource remains Neutral as we 

believe the stock is fairly valued. However, we 
believe N1 has a positive fundamental outlook and 
expect the company to generate ongoing earnings and 

dividend growth. We expect another dividend hike in 
May. We would maintain positions in N1 and regard it 

as a well positioned core holding.

Note Important Disclosures on Pages 2 and 3. 
Note Analyst Certification on Page 2.

J.J.B. Hilliard, W.L Lyons, LLC | Member NYSE, FINRA h S1PC
Equity Research
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Additional information is available upon request.

Analyst Certification

1, David B. Burks, hereby certify that the views expressed in this research report accurately reflect my 

personal views about the subject company(ies) and its (their) securities. 1 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 Ratines
Buy - We believe the slock has significant total return potential in the coming 12 months.

Long-term Buy - We believe the slock 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.

Suitability Ratings
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 " I" 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 narrow customer or product base

08/03/10 07/31/12
N $16.72 N:3i25 63
T:H/A T: N/A

Hilliard Lyons ratings fa Nl (NISOURCE INC) 
Closing Price Apr 29, 2013: $31.15

33

28

23

13

N=fJeutral. T=Piite Target 

^ Reiterated Neutral

■)Hilliard Lyons Equity Research Electric Utilities
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Hilliard Lyons Investment Banking
Recommended Issues Provided in Past 12 Mo.
#of %of

Rating Stocks Covered Stocks Covered Bankina No Bankina
Buy 56 40% 13% 88%
Hold/Neutral 79 57% 13% 87%
Sell 4 3% 0% 100%
As of 10 April 2013

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 3 Electric Utilities
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Quick Alert

KsyBanc
Capita! Markets

NiSource, Inc. (BUY)

Nl - Quick Alert: 1Q13 Results Essentially in Line

KeyBanc Capital Markets Inc. Paul T. Ridzon: (216) 689- 0270 — Dridzon@key.corn
Member NYSE/FINRA/SIPC

KEY INVESTMENT POINTS 
April 29, 2013 Close: $31.15
1Q13 KBCM EPS Estimate: $0.70 (Consensus: $0.71)

2013 KBCM EPS Estimate: $1.55 (Consensus: $1.55)

1Q13 Actual Results (vs. 1Q12):
• Ongoing EPS $0.69 vs. $0.72; GAAP EPS $0.69 vs. $0.75.

• Results were essentially in line with our $0.70 estimate and slightly below the $0.71 consensus view

Guidance: Maintained 2013 ongoing weather adjusted guidance of $1.50- $1.60 per share.

IQ Highlights:

• Columbia Pipeline Group (formerly Gas Transmission and Storage) results declined (operating earnings of $133.3 million vs. $138^ 
million) on $3.0 million lower revenues due to the modernization settlement and higher expenses of $1.7 million stemming fro™ 

higher outside services and administrative costs.

• Gas Distribution operating earnings were $233.3 million vs. 244.8 million. Revenues rose $5.0 million on regulatory and service 

programs partly offset by lower commercial and industrial volumes. Expenses were up $16.5 million on employee and administrative 

costs, outside service costs and higher depreciation. Uncollectibles were lower, partly offsetting these higher costs.

• Electric operations earnings were up (operating earnings of $64.9 million vs. $48.5 million) on higher environmental and transmission 

cost recovery of $7.6 million. Expenses fell $8.8 million on maintenance timing and lower MISO fees.

• Corporate and Other operating earnings fell $5.5 million to a loss of $3.6 million due to the roll- off of gains on corporate owned life 

insurance (COU). Interest costs fell $4.7 million on a maturity in late 2012. The effective tax rate was 35.4% vs. 35.6%. The quarter 

was impacted by the September 2012 equity issuance under Nl's forward sale, with the share count rising by 19 million shares vs. 

the prior year quarter. Weather for the quarter was very close to normal vs. a very mild 1Q12.

• Nl announced a new pipeline extension project to support a coal to gas electric plant conversion. Capital cost for the project is $40 

million. The project is expected to be in service in 4Q14.

Initial Take: We expect an essentially neutral response to the earnings release as results were largely in line with views.

9:00 AM ET Conference Call #: (866) 700- 57706067 ID#: 9584932 
We will be focused on:
• incremental infrastructure investment opportunities

• Pipeline modernization project updates

• Any color on how management views MLP's

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2 - 3 OF THIS NOTE.

1
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KeyBanc Capital Markets Inc. 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. 

We have managed or co- managed a public offering of securities for NiSource, Inc. within the past 12 months.

Rea 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.

Three- Year Rating and Price Target History

Rating and Price.Target History for:',NiSource, Inc. (Nl) as of 04;29*2013

07/02/10
B 116

07/20/10 09/07/10 OJ/21/12 09/14/12 02/18/13 03/26/13 04/22/13
B 317 H:NA BS26.5 B 327.5 B 128.5 8:330.5 R 337

n :/

; / /
/ /■

Q1 Q2 Q3 Q1 Q2 Q3 Q1 Q2 Q3 Q1 Q

2011 2012 20U

Created by BlueMainx

Rating Disclosures

Distribution of Ratings/IB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

IB Serv/Past 12 Mos. IB Serv/Past 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

euv IBU Y] 221 44.11 48 21.72 BUY IBUY] 29 43.28 18 62.07

HOLD [HOLD] 269 53.69 64 23.79 HOLD [HOLD] 38 56.72 18 47.37

SELL [UNO] 11 2.20 1 9 09 SELL [UNO] 0 0 00 0 000
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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 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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Stock Rating

Equal-weight

industry View

Attractive

April 30, 2013

NiSource, Inc.
Strong Execution Priced 
More into Stock

Nl reported 1Q13 results that were fairly in line with 
MS and consensus (S0.01/S0.03 beiow on EPS).

1Q13 results: Nl reported operating earnings of 
$0.69 vs. MS / Consensus estimates of $0.70/$0.72.
After solid share performance in 2012 (+31%) and 2013 
YTO (+25%), we believe Nl is largely discounting a solid 
outlook underpinned by reaffirmed 5 - 7% EPS growth 
and 3 - 5% dividend growth. Notably, Nl continues to 
capitalize on its well-positioned midstream asset base 
and much improved utility profile. However, we see less 
ways Nl can surprise to the upside and valuation 
remains full (MSe sum of the parts value is $29.39, see 
p. 8). While Nl could continue to see a bid given its 
low-risk attributes within a universe that has seen strong 
performance in IQ, we would look for a better entry 
point. Ni maintained 2013 EPS guidance of $1.50 - 
1.60 (MSe at $1.54) and a capital budget of $1,8b. 
Upcoming drivers for the stock will be execution of 
midstream and infrastructure opportunities along with its 
upstream Utica JV initiatives. With Ni trading at 10.2x 
2013 EV/EBiTDA and 20.3x P/E, we remain 
Equal-weight rated with a $30 price target.

Somewhat mixed segment results. Electric 
Operations £6/7 increased to $65m vs. $49m y/y due to 
increased revenues and lower costs. Gas Distribution 
Operations EBIT decreased to $233m from $245m in 
2012 due to higher costs. Columbia Pipeline Group 
EBIT decreased to $133m from $139m y/y due to lower 
revenues and higher costs. Equity earnings decreased 
$0.6m from Millennium Pipeline.

Still positively levered to the northeast build out; no 
material change to project backlog. Pipeline 
modernization ($300m / year), Marcellus/Utica 
infrastructure ($1 - 2b currently), and a self funded Utica 
minerals arrangement are just some examples of the 
fuel that should support a multi-year 5 - 7% earnings 
growth rate (MSe at ~7% CAGR through 2015). We 
look for further project identification and more Utica 
drilling results before revisiting our risk-reward.

MORGAN STANLEY RESEARCH 

NORTH AMERICA

Morgan Stanley & Co. uc Stephen J. Maresca, CFA
Stephen.Maresca@morganstanley.com 

‘1 212 761 8343

Robert S Kad
Robert.Kad@morganstanley.com 
♦ 1 212 761 6385 ’

Shaan Sheikh, CFA
,. - Shaan,Sheikh® morganstanloy.com

• ‘1'212 761 4573

Brian Lasky
Brian.Lasky@m0rg3nstaniey.com 

• • +1 212 761 7249

Key Ratios and Statistics

Reuters: NI.N Bloomberg: Nl US 
Diversified Natural Gas / United States of America

Price target
Shr price, close (Apr 29, 2013) 

Mkt cap. curt (mm)

52-Week Range

Fiscal Year ending 12/12 12/13e

$30.00
$31.15

$9,753

$31.38-23.15

12/14e 12/15e

ModelWare EPS (S) 1.44 1.54 1.65 1.77

Prior ModelWare EPS (S) - 1.54 1.64 1.74
P/E 17.3 20.3 16.8 17.6

Consensus EPS (S)§ 1.45 1.56 1.67 1.78
Div yld (%) 3.8 3.2 3.3 3.5

Div per shr ($) 0.95 0.99 1.03 1.08

EBITDA ($mm) 1,645 1,682 1,830 1.940

EV/EBITDA 10.3 11.6 11.2 10.9

Shrs out. diluted, avg (mm) 300 312 312 312

Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare 
framework (please see explanation later in this note)
§ = Consensus data is provided by Thomson Reuters Estimates, 
e = Morgan Stanley Research estimates

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. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their invesUnent decision.

For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report.



Morgan Stanley

GAS-ROR-OIO
Attachment A
Page 40 of 60

MORGAN STANLEY RESEARCH

April 30, 2013 
NiSource. Inc.

NiSource (Nl, Equal-weight)

Risk-Reward View: Strong Marcellus + Utica Midstream Potential

* Price Taiy«l (Apr-14)

Source: ThomsonOne; Morgan Slanley Research

-Historical Slock Performance

534.001*9%)

S30.00 (-4%) ♦

$24 00 (-23%)

Oct-13 Apr-14

Curronl Stock Price

Price Target $30 Derived from base case average of four valuation methodologies

Bull Case 
$34

11x GT&S
■13e
EBITDA,

9.0x Electric
EBITDA

Increasing Marcellus/Utica market share and utilities 
outperform. 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 lO.Ox GT&S Executing on Marcellus opportunities with a modest recovery
$30 ‘13e

EBITDA,
9.0x Electric
EBITDA

in utility segments. Nl places Marcellus growth projects on 
budget and on time. Industrial electric generation deliveries 

continue to stabilize/slightly recover.

Bear Case 9x GT&S Marcellus opportunities fail to materialize. Marcellus regulation
$24 ■13e

EBITDA, 8x

Electric
EBITDA

issues persist, prolonging development. The required 
infrastructure projects are delayed causing Nl to push back 

expansions.

Sum-of-the-Parts Breakdown (one part of price target methodology)

Gas Distribution $ 5,996 $ 19.21

Gas Transmission & Storage 5,901 18.91
Electric Utility 4,417 14.15
Utica 938 3.00

, Value per Share $ 17,251 $ 55.27
Net Debt (7.995) (25.62)
Net Equity Value $ 9,256 $ 29.66
Shares Outstanding (in mm) 312.1

Source Morgan Stanley Research

Why Equal-weight?
• Restored earnings power at 
regulated utilities segments.
• Numerous midstream opportunities 
surrounding its existing pipeline 
systems in the Marcellus + Utica 
provide exceptional long-term value, 
but also come with it increased capex 
and possibly heated competition.
• Stock trades closer to fair value on 
multiples and a sum of the parts 
(SOTP) basis.

Key Value Drivers
• Executing Marcellus + Utica 
midstream projects on time and below 
budget.
• Execution on its regulatory agenda
(e.g., infrastructure modernization plan, 
filing rate cases, implementing trackers 
/ cost recovery mechanisms). |

• Stable dividend with potential 3 - 
5% annual growth.

Potential Catalysts
• Updates related to rate case 
settlements approval by regulatory 
bodies.
• Announcement of additional 
Marcellus or Utica project or acquisition 
beyond those included in guidance.

Risks to Our Price Target
• 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.

2
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April 30, 2013 
NiSource, Inc.

MORGAN STANLEY RESEARCH

Actual Actual A/A MS A/E MS
1Q12 1Q13 % chg 1Q13E % chg 2Q13E

Operating Revenues
Gas Distribution 908.200 891.500 -1.8% 1,015,203 -12.2% 486.063

Gas Transportation and Storage 409.200 468.500 14.5% 302,318 55.0% 274,484

Electric 358.000 377,100 5.3% 400.118 -5.8% 411.826

Other 24,800 44,200 - -
Total operating revenues 1,700,200 1.781,300 4.8% 1,717,639 3.7% 1,172,373

Operating Expenses
Cost of Sales 633.000 675,900 6.8% 457,778 47.6% 303,281

Operation and maintenance 406,700 454,400 11.7% 582,419 -22.0% 435,117

Depreciation and amortization 146.100 143,500 -1.8% 140,621 2.0% 138.087

Other taxes 86,600 86,700 0.1% 104,139 -16.7% 70,232

Total operating expenses 1,272,400 1,360,500 6.9% 1,284,958 5.9% 946,716

Equity Earnings (Loss) in Uncon. Affiliates 7.700 7.100 -7.8% 8,000 -11.3% 8,000

EBIT 435,500 427,900 -1.7% 440,681 -2.9% 233,657

EBITDA 581,600 571,400 -1.8% 581,302 -1.7% 371,744

Interest expense, net (103,300) (98,600) -4.5% (104,456) -5.6% (98,600)

Other income 1,000 4,100 - 4,100

Total other income and expenses (102,300) (94,500) -7.6% (104.456) -9.5% (94,500)

Earnings From Cont. Oper. Bef. Inc. Taxes 333,200 333,400 0.1% 336,224 -0.8% 139,157
Income tax (provision) 118.700 118,100 -0.5% 117,725 0.3% 47,207

Net Income (Operating) 214,500 215,300 0.4% 218,499 -1.5% 91,950
Average # of Shares Outstanding 293,100 312,100 6.5% 311,300 0.3% 312,100

Net Income per Share (Operating) $ 0.73 $ 0.69 S 0.70 $ 0.29
Net Income per Share (GAAP) $ 0.66 $ 0.69 $ 0.70 $ 0 29

Segment Data

Residential 102.9 132.0 28.3% 102.9 28.3% 32.5

Commercial 61.2 75.3 23.0% 61.2 23.0% 27.7

Industrial 131.3 133.3 1.5% 131.3 1.5% 117.5

Off System 13.5 21.7 60.7% 13.5 60.7% 20.6

Other 0.1 0.2 na 0.1 na 0.2

Gas Transmission & Storage (MMDth)
Columbia Transmission 379.4 435,8 14.9% 439.4 -0.8% 231.4

Columbia Gulf 227.5 190.2 -16.4% 219.6 -13.4% 248.2

Crossroads Gas Pipeline 4.3 5.0 16.3% 4.8 3.2% 4.1

Infrasegment eliminations (105.7) (93.9) -11.2% (139.6) -32.8% (155.7)

Electric Operations (Gigawatt Hours)
Residential 781.2 864.1 10.6% 881.5 -2.0% 887.0

Commercial 907.8 921.2 1.5% 943.4 -2.4% 991.0

Industrial 2.385.0 2,319.6 -2.7% 2.515.7 -7.8% 2.402.0

Wholesale 19.0 61.3 222.6% 68.4 -10.4% 57.1

Other 32.5 33.2 2.2% 44.5 -25.4% 26.4

Nl confirmed 2013 EPS 

guidance of $1.50- 

$1.60
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Nl Income Statement 
Income Statement
{amounts in thousands, except per unit data) 2012 2013E 2014E 2015E 2016E

Net Revenues
Gas Distribution 2,006,400 2,576,655 2,999,938 3,180,706 3,372,378
Gas Transportation and Storage 1.462,400 1,258,254 1,204,013 1,316,956 1,410,471
Electric 1,497.500 1.631,887 1,722,263 1.789,883 1,860,165
Other 133,600 44,200 - - -

Total Net Revenues 5,099,900 5,510,997 5,926,214 6,287,544 6,643,014

Operating Costs
Cost of Sales 1,525,200 1,763.786 1,838,465 1,961,316 2,054,690
Operation and maintenance 1.674,600 1,805,791 1,976,205 2,088,427 2.220.506
Depreciation and amortization 563,900 559,836 601,096 614,473 629.469
Other taxes 287,800 290,734 314,198 331,189 351,975

Total Operating Costs 4,051,500 4,420,147 4,729,964 4,995,406 5,256,640

Equity Earnings (Loss) in Uncon. Affiliates 32,200 31,100 32,241 33,054 33,888

EBIT 1,080,600 1,121,950 1,228,490 1,325,193 1,420,261

EBITDA 1,644,500 1,681,786 1,829,586 1,939,666 2,049,730

Other income
Interest expense, net (418,300) (402,845) (451,990) (494,117) (535,492)
Other income 2,400 16,400 16,400 16,400 16,400

Inc. from continuing operations bef inc. taxes 664,700 735,504 792,900 847,476 901,169
Income tax (provision) 231,800 256,405 276,773 295.804 314,516

Operating Net income (Loss) 432,900 479,100 516,126 551,672 586,653

Net Income per Share (Operating) $1.44 $1.54 $1.65 $1.77 $1.88
Net Income per Share (GAAP) $1.38 $1.54 $1.65 $1.77 $1.88

Weighted Avg Diluted Units Outstanding 300,400 312,100 312,100 312.100 312,100

Dividends per share 0.95 0.99 1.03 1.08 1.13
Source: Company data. Morgan Stanley Research
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GAS DISTRIBUTION
Sates and Transportation (MMDth):

2012 2013E 2014E 2015E 2016E

Residential 226.5 259.8 267.6 275.7 283.9

Commercial 156.2 172.8 178.0 183.3 188.8

Industrial 478.2 488.3 502.9 518.0 533.6

Off System 61.5 73.9 75.4 76.9 78.5

Other 0.3 0.8 0.8 0.8 0.8

Total Sales and Transports 922.7 995.7 1,024.8 1,054.8 1,085.6
Weather Adjustment 58.8 (4-0) (4.0) (4.0) (4.0)

Sales and Transport Vols — Excluding Weather 981.5 991.7 1,020.8 1,050.8 1,081.6
y/y change 7.6% 1.0% 2.9% 2.9% 2.9%

Sales Price (S / Dth) $2.79 $2.85 $2.94 $3.03 S3.12

y/y change •27.5% 2.4% 3.0% 3.0% 3.0%

COGS Price ($ / Dth) $1.19 $1.24 $1.20 $1.27 $1.29

y/y change -43.2% 3.7% -3.1 % 6.3% 1.4%

Gross Margin ($ / Dth) $1.59 $1.62 $1.74 $1.75 $1.83

y/y change ■8.6% 1.4% 7.7% 0.8% 4.1%

COLUMBIA PIPELINE GROUP 
Throughput (MMDth):
Columbia Transmission 1,107.7 1,211.0 1,283.7 1.347.9 1,388.3

Columbia Gulf 883.0 878.5 931.2 973.1 1,002.3

Crossroads Gas Pipeline 15.8 16.5 17.0 17.5 18.0

Total throughput 2,006.5 2,106.0 2,231.9 2,338.5 2.408.6
Intrasegment eliminations (422.6) (499.6) (529.1) (534.2) (564.2)

Total third-party throughput 1,583.9 1,606.4 1,702.7 1,804.2 1,844.4
y/y change -3.2% 1.4% 6.0% 6.0% 2.2%

Tariff ($/Dth) $0.46 SO. 45 $0.46 $0.48 $0.49

y/y change ■4.0% -2.1% 4.2% 3.0% 3.0%

ELECTRIC OPERATIONS
Sales (Gigawatt Hours):
Residential 3,524.3 3,689.5 3.763.3 3.838.5 3,915.3

Commercial 3,863.1 3.9208 3,979.6 4,039.3 4.099.9

Industrial 9,251.0 9,391.6 9,673.3 9,866.8 10,064.1

Wholesale 250.7 297.6 303.6 309.7 315.9

Other 119.1 121.5 124.0 126.4 129.0

Total sales 17,008.2 17,421.1 17,843.8 18,180.8 18,524.2
Weather Adjustment (146.0) (3.4) - - -

Total sales volumes — Adj. for weather impacts 16,862.2 17,417.7 17,843.8 18,180.8 18,524.2
y/y change -3.0% 3.3% 2.4% 1.9% 1.9%

Revenue ($ / Gigawatt hour) $89.18 $93.71 $96.52 S98.45 $100.42

y/y change 8.5% 5.1% 3.0% 2.0% 20%

COGS ($ / Gigawatt hour) $29.58 S33.28 $34.46 $34.26 $35.49

y/y change -6.3% 12.5% 3.5% -0.6% 3.6%

Gross Margin ($ ! Gigawatt hour) $59.60 $60.43 $62.06 $64.19 $64.93

y/y change 17.7% 1.4% 2.7% 3.4% 1.2%

Soufce: Company data. Morgan Stanley Research
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Ni Balance Sheet 
Balance Sheet
{amounts in thousands, except per unit data) 2012 2013E 2014E 2015E 2016E

ASSETS
Cash and cash equivalents 36,300 20,000 20,000 20,000 20,000

Restricted cash 46,800 23,100 23.100 23,100 23,100

Accounts receivable 907,300 866,606 908,583 891,001 1,000,396

Income tax receivable 130,900 80,500 80.500 80,500 80,500

Gas inventory 326,600 378,491 399.711 418,745 444,111

Regulatory assets 162,800 141,700 141,700 141,700 141,700

Other 383,900 228,100 228.100 228,100 228,100

Total Current Assets 2,352,400 2,054,897 2,118,094 2,119,545 2,254,307

Net Property, Plant and Equipment 12,915,900 14,133,264 15,232,168 16,217,695 17,188,226

Unconsolidated affiliates 243,300 260,800 260,800 260,800 260,800

Other investments 194,400 190,400 190,400 190,400 190,400

Price risk management assets 56,000 36,100 36,100 36,100 36,100

Regulatory assets 2,024.400 1,954,200 1,954,200 1,954,200 1,954,200

Goodwill 3,677.300 3,666,200 3,666,200 3,666.200 3,666,200

Intangible assets 286,600 283,900 283,900 283,900 283,900

Deferred charges, Postretiremen, other 94,400 94,100 94,100 94,100 94,100

TOTAL ASSETS 21,844,700 22,673,861 23,835,962 24,822,941 25,928,234

LIABILITIES AND STOCKHOLDERS' EQUITY
Current portion of long-term debt 507,200 89,300 89,300 89,300 89,300

Short-term borrowings 776,900 2,042,221 2.976,021 3,716,795 4,545,100

Accounts payable 538,900 624,522 659,535 690,942 732,797

Dividends payable - 74,800 74,800 74,800 74,800

Customer deposits and credits 269,600 167,600 167,600 167,600 167,600

Taxes accrued 235,500 258,200 258.200 258,200 258,200

Interest accrued 133,700 68,200 68,200 68,200 68,200

Price risk management liabilities 95.200 52,700 52.700 52,700 52,700

Exchange gas payable 146,200 76,000 76,000 76,000 76,000

Deferred revenue 42,800 42,400 42,400 42,400 42,400

Regulatory liabilities 171,600 106,500 106,500 106,500 106,500

Acc liab for post-retirement / -employment benefits 6,100 6,100 6,100 6,100 6,100

Other accruals 309,700 269,700 269,700 269.700 269.700

Total Current Liabilities 3,301,600 3,982,543 4,951,356 5,723,537 6,593,697

Long-term debt, excl amounts due within one year 6,819,100 6.803,900 6,803,900 6,803,900 6,803,900

Price risk management liabilities 20,300 6.900 6,900 6,900 6,900

Deferred income taxes 2,953,300 2,980.100 2,980,100 2,980,100 2,980,100

Deferred inc. taxes, credits, other 108,900 112,100 112,100 112,100 112,100

Acc liability for post-retiremenl/-employmenl benefits 1,107,300 1,066,600 1,066,600 1,066,600 1,066,600

Regulatory liabilities and other removal costs 1,593,300 1,611,400 1,611,400 1,611,400 1,611,400

Asset retirement obligations 160,400 165,300 165,300 165.300 165,300
Other noncurrent tiabilities 226,200 225,000 225,000 225,000 225,000

Total Other Liabilities and Deferred Credits 12,988,800 12,971,300 12,971,300 12,971,300 12,971,300

Common stock 3,100 3,100 3,100 3,100 3,100
Additional paid-in capital 4,597,600 4,627,500 4,627,500 4,627,500 4.627,500

Retained earnings 1,059,600 1.199,818 1.393,106 1,607,904 1,843,037
Treasury stock (65,500) (62,300) (62,300) (62,300) (62,300)

Accumulated other comprehensive loss (40,500) (48,100) (48,100) (48,100) (48,100)

Total Common Stockholders’ Equity 5,554,300 5,720,018 5,913,306 6,128,104 6,363,237

TOTAL CAPITALIZATION & LIABILITIES
Source. Company data. Morgan Stanley Research

21,844,700 22,673,861 23,835,962 24,822,941 25,928,234
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(amounts in thousands, except per unit data) 2012 2013E 2014E 2015E 2016E

Cash from Operating Activities

Net Income 416,100 524,300 516,126 551,672 586,653

Debt: Gain Early Extinguishment / Amort Disc.+Premium 9.700 - - - -
Depreciation and Amortization 561,900 559,936 601.096 614,473 629,469

Net Changes in Price Risk Mgmt A / L (18,500) 1,400 - - -
Deferred: Inc. Tax/Credits; Revenues 301,200 116,100 - - -

Stock Compensation Expense 45,000 10,600 - - -
Loss/(Gain) on Asset Sales / Impairments / Disc Opts (3,800) (200) - - -
Income from Unconsolidated Affiliates (30,900) (7,300) - - -
Disc. Operations: Loss/(Gain) on Disposition 5,700 (33,300) - - -
AFUDC Equity (10,600) (3,500) - - -
Dist. of Earnings Received from Equity Investee 34,900 7,000 - - -
Other - 2,300 - - -

Changes in Assets and Liabilities: (35,200) (55,475) (28,184) 29,955 (92,907)

Net cash from operating activities 1,275,500 1,121,861 1,089,038 1,196,100 1,123,215

Cash from Investing Activities

Capital Expenditures (1,498,800) (1,800,000) (1,700,000) (1,600,000) (1,600,000)
Insurance Recoveries 6,500 - - - -
Proceeds from Disposition of Assets 25,600 500 - - -
Restricted Cash Deposits (Borrowings) 114,200 23,600 - - -

Contributions to Equity investments (20.400) (17,100) - - -
Other Investing Activities (52,300) 116,200 - - -

Net cash from investing activities (1,425,200) (1,676,800) (1,700,000) (1,600,000) (1,600,000)

Cash from Financing Activities

Issuance of Long-Term Debt 991,400 (427.100) - - -
Retirement/Repurchase of Long-Term Debt (331,600) - - - -
Change in Short-Term Borrowings, Net (582.200) 1,265,321 933,799 740.774 828,305

Issuance of Common Stock 383.500 17.200 - - -
Acquisition of Treasury Stock (10,000) (7,600) - - -
Dividends Paid - Common Stock (273,200) (309,182) (322,838) (336,874) (351,521)

Other (3,400) - - - -
Net cash from financing activities 174,500 538,639 610,962 403,900 476,785

Net change in cash 24,800 (16,300) . . .

Cash at beginning of period 11,500 36,300 20,000 20,000 20,000

Cash at end of period
Source: Company data, Morgan Stanley Research

36,300 20,000 20,000 20,000 20,000
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Nl Sum of the Parts Valuation
NiSource Inc. Value ($m) $/Share

Gas Distribution $ 5,996 $ 19.21

Gas Transmission & Storage 5,901 18.91

Electric Utility 4,417 14.15

Utica 938 3.00

Value S 17,251 $ 55.27

Net Debt (7,995) (25.62)

Net Equity Value $ 9,256 $ 29.66

Shares Outstanding (in m) 312.1

GAS DISTRIBUTION
Forward EBITDA (2014E) $ 705

Forward multiple 8.5x

Enterprise value $ 5,996

GAS TRANSMISSION & STORAGE

Forward EBITDA (2014E) $ 590

Forward multiple lO.Ox

Enterprise value $ 5,901

ELECTRIC UTILITY

Forward EBITDA (2014E) s 520

Forward multiple 8.5x

Enterprise value $ 4,417

Estimated Utica Value' Credit

Acres 125.000

$/acre $ 7,500

Enterprise value $ 938

Source: Company data, Morgan Stanley Research.
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IfU ModelWare
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 earnings.
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The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley & Co. LLC, and/or Morgan Stanley C.T.V.M. S.A., and/or 
Morgan Stanley Mexico, Casa de Bolsa, S.A. de C.V. As used in this disclosure section, "Morgan Stanley" includes Morgan Stanley & Co. LLC, 
Morgan Stanley C.T.V.M. S.A., Morgan Stanley Mexico, Casa de Bolsa, S.A. de C.V. and their affiliates as necessary.
For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan 
Stanley Research Disclosure Website at www.morganstanley.com/researchdisciosures, or contact your investment representative or Morgan Stanley 
Research at 1585 Broadway, (Attention: Research Management), New York. NY, 10036 USA.
For valuation methodology and risks associated with any price targets referenced in this research report, please email
morganstanley.research@morganstanley.com with a request for valuation methodology and risks on a particular stock or contact your investment 
representative or Morgan Stanley Research at 1585 Broadway. (Attention: Research Management), New York, NY 10036 USA.
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Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count
% of 
Total Count

% of % of Rating 
Total IBC Category

Overweight/Buy 1031 36% 402 39% 39%
Equal-weight/Hold 1250 44% 480 47% 38%
Not-Rated/Hold 105 4% 27 3% 26%
Underweight/Sell 467 16% 113 11% 24%
Total 2,853 1022

Data include common stock and ADRs currently assigned ratings. An investor’s decision to buy or sell a stock should depend on individual 
circumstances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan 
Stanley received investment banking compensation in the last 12 months.

Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst’s industry (or industry team's) coverage universe, 
on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the 
analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage 
universe, on a nsk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan 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 attractive vs. the 
relevant broad market oenchmark. as indicated below.
In-Line (I): 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): 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 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.

Stock Price, Price Target and Rating History (See Rating Definitions)

NiSource, Inc. (NI.N) - As of 4/29/13 in USD 
Industry : Diversified Natural Gas

Stock Rating History: 4/l/'10 ! Nft/ft* 1/S/ll 5 E/fl

Price Target History: e/lfe/Ol : Nfl; ley'll : 19; 2/1/11 : 20; 5/3/11 : 21; 8/2/11 : 23; 10/28/11 : 25;
4/18/12 : 28; 7/31/12 : 28; 2/19/13 : 29; 4/10/13 : 30

Source: Moryari Stanley Research Date Format : MM/DD/YY Price Target —■ No Price Target Assigned (Nft>

Stock Price < Not Covered by Current Analyst > “ Stock Price (Covered by Current Analyst) ™

Stock and Industry Ratings ( abbreviations below ) appear as * Stock Rating/Industry View

Stock Ratings: Overweight <0> E^ual-weight (£> Underweight <U> Not-Rated <NR> More Volatile <V> No Rating Available (NA> 

Industry View: Attractive (A> In-line <1> Cautious <C> No Rating <NR)
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Cili Research publications may be available about the companies or topics that are the subject of Morgan Stanley Research. Ask your Financial Advisor or use Research 
Center to view any available Citi Research publications in addition to Morgan Stanley research reports.

Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC, Morgan 
Stanley and Citigroup Global Markets Inc. or any of their affiliates, are available on the Morgan Stanley Smith Barney disclosure website at 
www.morganstanleysmithbarney.com/researchdisclosures.

For Morgan Stanley and Citigroup Global Markets. Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.

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 conflict of interest.

Other Important Disclosures
Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of CenterPoint Energy, Inc. NiSource, Inc Oneok 
Inc., Questar Corp.. Speclra Energy Corp.. Williams Companies. 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, advice 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 Idea." Views contained in a Tactical Idea" or a particular stock may be contrary to the 
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For 
all research available on a particular stock, please contact your sales representative or go to Client Link at www.morganstanley.com.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and 
objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to 
seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, 
instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in 
some or alt of them. Morgan Stanley Research is not an offer to buy or sell any security/instrument or to participate in any trading strategy. The value of and income from 
your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments pnees, market indexes, 
operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instrumenls 
transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. If 
provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based 
upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or 
revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists'or economists'compensation is not linked to investment banking or capital 
markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. 
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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. Morgan Stanley makes every effort 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 information in Morgan Stanley 
Research change apart from when we intend to discontinue 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 personnel.

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 information is for your 
reference only. Information on any securities/instruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock Exchange 
of Hong Kong ("SEHK"), namely the H-shares. including the component company stocks of the Stock Exchange of Hong Kong ("SEHK”)'s Hang Seng China Enterprise 
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responsible for their investment 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. 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 activities in Hong Kong. If you have any quenes concerning Morgan Stanley Research, please contact our Hong Kong sales representatives. 
Information on securities/instrumenls 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/instruments. MSTL may not execute transactions for clients in those securities/instruments.

Morgan Stanley is noi incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research 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 m such securities and shall be 
responsible for obtaining all relevant approvals, licenses, verifications and/or registrations irom the relevant governmental authorities themselves.
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Australia Limited A.B.N. 67 003 734 576, holder of Ausiraiian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale 
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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 the rules of conduct applicable to financial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC. which accepts 
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has prepared, and approves solely for the purposes of section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates. 
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The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International pic (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 Customers as defined by the 
QFCRA.

As required by the Capital Markets Board of T urkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory 
activity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio 
management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing these 
comments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying 
solely to this information stated here may not bring about outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or 
representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global 
Industry Classification Standard (GlCS) was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley bases projections, opinions, forecasts and 
trading strategies regarding the MSCI Country Index Series solely on public information. MSCI has not reviewed, approved or endorsed these projections, opinions, 
forecasts and trading strategies. Morgan Stanley has no influence on or control over MSCI’s index compilation decisions. Morgan Stanley Research or portions of it may not 
be reprinted, sold or redistributed without the written consent of Morgan Stanley. Morgan Stanley research is disseminated and available primarily electronically, and. in 
some cases, in printed form. Additional information on recommended securities/instruments is available on request.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

Morgan Stanley Research is disseminated and available primarily electronically, and. in some cases, in printed form.

Additional information on recommended securities/instmments is available on request.
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1585 Broadway 20 Bank Street, Canary Wharf 4-20-3 Ebisu, Shibuya-ku 1 Austin Road West

New York. NY 10036-8293 London E14 4AD Tokyo 150-6008 Kowloon

United States United Kingdom Japan Hong Kong

Tel: +1 (1)212 761 <1000 Tel: +44 (0) 20 7 425 8000 Tel: +81 (0) 3 5424 5000 Tel: +852 2848 5200

Industry Coverage:Diversified Natural Gas

Company (TicKer) Rating (as of)Price* (04/29/2013)

Stephen J. Maresca, CFA 

CenterPoint Energy. Inc (CNP.N) 

MOD Resources Group. Inc. 

(MDU.N)

National Fuel Gas Co (NFG.N) 

NiSource, Inc. (NI.N)

Oneok Inc. (OKE.N)

Questar Corp. (STR.N)

SemGroup Corp (SEMG.N) 

Spectra Energy Corp, (SE.N) 

Williams Companies, Inc (WMB.N)

E (11/15/2011) $24.52

E (01/06/2011) $24.4

E (01/10/2012) $62.56

E (01/06/2011) $31.15

0(11/15/2011) 551.19

E (02/11/2013) $25.25

0(04/10/2013) $51.91

E (11/10/2009) $31.36

0(11/10/2009) $38.22

Slock Ratings ate subject to cnange. Please see latest research lor each company. 
‘ Historical prices are not split adjusted.

© 2013 Morgan Stanley
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Last Price fair Value Consider Buy Consider Sett Uncertainly Economic Moat™ MoatTrendm Stewardship Morningstar Credit Rating Industry Group
31.15uso 25.00usd 17.50uso 33.75usd Medium Narrow Stable Standard 8BB Utilities - Regulated

NiSource Reaffirms Full-Year Guidance After Weak First- 

Quarter Results

Charles Fishman. CFA 
Slock Analyst
charles.iishman@morningsiar.com
317-C96-6i23

The primary analysi covering this company 
does noi own iis slock.

Research as ol 30 Apr 2013 
Fsiimares aso* Id Jan 2013 
Pricing data rhrough 22 Apr 2013 
Flaiingupdaied as ol 29 Apr 2013

Cyrercy amounts expressed wild 'S' ate in 
U.S. dollars (USD) unless oiherwise denoted.

Analyst Note 30 Apr 2013

NiSource Nl reported2013first-quarteroperatingearnings 

per share of $0.69 versus $0.76 in the same period last year. 

The weak results for the recently ended quarter reflect 

approximately $0.07 per share earnings dilution from the 

September 2012 completion of the forward equity issuance, 

which added 24 million new shares. Management 

acknowledged the soft first quarter but expressed 

confidence that they were on track to achieve net operating 

earnings in line with their previous EPS guidance of $1.50 

to $1.60. We are reaffirming our 2013 EPS estimate of $1.56. 

We are also reaffirming our narrow moat and stable moat 

trend ratings and our fair value estimate of $25 per share.

Contents

Analyst Nme

Uofit.ngsiai Atijlysi Fcx'XUNly

One recent positive for NiSource's electric and natural gas 

distribution operations in Indiana was the passage of 

legislation that allows for a rate tracker for infrastructure 

investments for distribution and storage facilities. Although 

this does not benefit NiSource's ongoing environmental 

capital expenditures for coal-fircd plants, which already 

have a rate tracker, or its planned Federal Energy Regulatory 

Commission jurisdictional transmission investments, we 

believe this legislation is a material long-term positive for 

NiSource's distribution operations in Indiana.

Vital Statistics

Market Cap (USD Mil) 9,694

52-Week High (USD) 31.39

52-Week low (USD) 2314

52-Week Total Return % 31.1

YTD Total Return % 27.1

last Fiscal Year End 31 Dec 2011

5-Yr Forward Revenue CAGR % 5.1

5-Yr Forward EPS CAGR % 9.3

Price/Fair Value 1.25

Valuation Summary and Forecasts

f rvjdi Year. 2010 ?ou mm

Price/Earnings 144 17.6 — 70 Q

EV/EBITDA 9.7 10.9 — 70.2

EV/EBIT 161 17.4 — 75 4

Free Cash Flow Yield % •0.3 •2.7 — -1.4

Dividend Yield % 38 3.3 - 32

Financial Summary and Forecasts (USD Mil)

fiv.ai Year. 2010 2011 Xlffl 2^1

Revenue 6.422 6.019 5,526
m

Revenue YoY % •3.4 -6 3 ■82

EBIT 908 907 1.031 7. >50

EBIT YoY % 12.8 •0.1 13.6 11.6

Net Income. Adjusted 341 389 ■176 496

Net Income YoY % 15.G 14.1 9.6 16.4

Diluted EPS 1.22 1.35 1.45 1.56

Dilulod EPS YoY % 138 10.8 7.5 7.5

Free Cash Flow 135 7 384 161

Free Cash Flow YoY % •90.9 -95.1 NM ■58.2

HiiHim.al/lrjiecasi data suwees am Moinmgsiar Istimaies and may mlloct adiMimunts

Profile

NiSource is an energy holding company whose subsidiaries distribute 

natural gas and electricity tomore than 3.8 million customers located within 

a corridor that runs from the Gull Coast through the Midwest to New 

England. The company owns and operates 15.000 miles of natural gas 

transmission pipeline and one ot the nation's largest underground natural 

gas storage systems. Northern Indiana Pubic Service Company, or NIPSCO. 

NiSource's wholly owned electric arid gas utility, owns coal, natural gas. 

and hydroelectric power plants.

C Momaf^tsr ?013 Alt Rrtt*** ^ Cirdfl faurtejs J, fc'u.Ntn rvp>gO*(4<>''d oMciwl fry Mcrmqsuu. be, wfich isnol leijsd'drtfwith tfe L) S hctofvge CooimiuKH asa NJHuruiiy SiaiiUftii Rairq
(* NPSROT U"1 m 0ltcrw»v povifta m a uiu<*(v df M-sneffl. you rrwy uw Hun >• 'pe»i wby •f' t*v < Ow'dry ■ i wtMCh us cv«gnvit fl isJntwtor ts based I fte informal ion. data ana iys« atti opinnm pri1 semed nmern Oo nnr cony itui c invcstmOT oxJvice ate f» oviflcd 

snk'ty lor infnmxiicnal pupesrs and Thnclrxe A<r nm an idln 10 buy cx sell a sxtufly ^nd rm warranted to be cgrrctl confide or acciralc The Cfumons expressed are as frf (he date Wirten and are uibjrtt to (tiange wiinoo notKf I Kept as otherwise 

fCQuoedby law. M^nmg^ar *hail nui tie •ospvni.iljle '9 3t»y uaOi^OetiSHjrn. ttomaijos cm ulirr losses rrsuiiu*j Iffrrh w retried in try <nf<umniiort data analyses or oprn»ons or ihcb use. Trr inlorntatwritcmlatrvd herein is the pro|*K’UrT propmyof 
Mixnri^sij< ant my nut u*-1optortured <n wtioh* or L-HL O used in <wiy rT«nt^r msthni ji Ir»• pi iOr wrttren ronvnt d Morninqstai To o<dw reprmis call • 1 31 ? b9t» 6100 In Ii-rens** the reseruch. caH • 1 31? 696 65M
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Last Price Fair Value Consider Buy Consider Sell Uncertainly Economic Moa1'“ MoatTrend,M Stewardship Morningstar Credit Rating Industry Group
31.15usd 25.00uso 17.50usd 33.75usd Medium Narrow Stable Standard BBB Utilities • Regulated

Morningstar Analyst Forecasts

Financial Summary and Forecasts
fiscal Year Ends in Pntxmnnr 

Ginwiti (% YoYl

Revenue 

EBIT 

EBITDA 

Net Income 

Diluted EPS

Earnings Before interest, after Tax 

Free Cash Flow

i Year 
H:W CAf.R

Profnabiiiry
3 Yp.ii

Hrel. Airg

Operating Margin % 13.8

EBITDA Margin % 22.8

Net Margin % 5.4

Free Cash Flow Margin % 82

ROIC % 6.5

Adjusted ROIC % 9.0

Return on Assets % 18

Return on Eouitv % 7.0

3'Year
Leveoge Hr>t Avq

Debt/Capital 0.60

Total Debt/EBITDA 5.08

EBITOA/Interest Expense 3.72

Valuation Summary and Forecasts
2010 2011 2012(0 SOW)

Price/Fair Value 1.04 1.40 — —

Price/Earnings 14.4 176 — 200

EV/E8ITDA 9.7 10.9 — 102

EV/FBIT 16.1 174 — 15 4

Free Cash Flow Yield % -0.3 •2.7 — ■14

Dividend Yield % 38 3.3 — 32

Key Valuation Drivers

Oust of Equity % 100

Pre-Tax Cost of Debt% 60

Weighied Average Cost of Capital % 72

Long-Run Tax Rate % 33 0

Stage IIEBI Growth Rate % 60

Stage II Investment Rate % 66 7

Perpetuity Year IS

Adrt'iionjj osiirr.ates and Kenanos avadtible br downffljd ai rmp //select moinifujsiar cum

Forecast

5 Year

2009 2010 2011 2012 2013 Aro; CAGR

— -3.4 -6.3 -8.2 W.3 5.1

— 12.8 -01 136 11.6 9.6

- 7.9 -4.0 9.4 10.0 7.6

— 15.6 14.1 9.6 16.4 12.1

— 13.8 10.8 7.5 7.5 9.3

— 3.7 -0.1 5.5 2.1 6.1

— -90.9 •95.1 NM -58.2 151.4

5- Year

2009 2011) 2011 2012 20U Prcj Avg

12.1 14.1 15.1 18.7 18.9 18.7

21.0 23.4 24.0 28.6 28.5 27.9

4.4 5.3 6.5 7.7 8.1 8.4

22.2 2.1 0.1 7.0 2.6 56

6.6 6.6 6.3 6.5 6.4 6.8

9.3 9.1 8.6 8.7 8.5 9.0

2.3 1.5 1.5 2.0 2.3 2.4

9.1 6.0 6.0 8.1 8.8 9.3

S Year

2009 2010 2011 2012 2013 Proj Avg

0.58 0.60 0.61 0.59 0.59 0.57

4.87 4.88 5.50 4.98 4.71 •7.50

3.50 3.84

C
O

<
-**> 4.05 4.28 4.50

Discounted Cash Flow Valuation
Fum Value Pei Slurp

USD Mil (%t Value

Prosent Value Stage 1 1.494 100 4.71

Present Value Stage II 2.616 17.4 8.24

Present Value Stage III 10,909 72 6 34.36

Total Firm Value IS,019 100.0 47 JO

Cash and Equivalents 172 _ 0.54

Debt • 7.954 — -25.05

Preferred Stock — — —

Other Adjustments 380 — 1.20

Equity Value 7,6ia - 23.99

Projected Diluted Shure^ 318

Fair Value per Share (USD) —

The data m :t«e table atwve b^sc-ease l{yL*cdsts in ihf» co^npany's repoumfl
wirencvas d! the bcginrung ihR cunrnt year. Our tau value esi imale mayddler IfOm ihe 
eouilv vatue Mf sbafe shown abOvk' due 1& our urn* value ol iT>oneyad}usun**nt and m cas^S 
where D'obabiliry-wPKihipj scenario analysts is D<irfofFT>ed.

<J Mutmnqyw ?QU AuStgr*.v Rev?.<wi Wonuru^Ma* v Ctcdii kauris 4 Swacftn ptacijC«laM uffwcd Iry Irt:. wtttth ts t«y cp^.w«d U ^ MW 1 »ydnge Cowwss<w is i Qrqafw«t«t ^jt^ 2 Of S

fNRSirtJ*) IWess Othcftwvoflnhndptfin i rfp.i'jlf^ri’MTim youmoj u«? Bisreoen erty v'P^coumry n wrarfttisoFtgm.ViJt'-UiCiulO'tsBdvrd The rtorrrwtifln. ,«wrjw.vicopinionsCfcscw«3 nprnntlo nm ccn>Muir'invrv’mctw dtfwfe arc p<uwiOvd
voicry fur inforraitiotvil purposes .mo thnefcoe d>e ttn n flip tu buy (if vMl a u<uritf am arc not w.VMntcd to be corren, cnrrtrfoic cv dcavdlc Hip c^miorio ctPn-Vini .rrr js oi [f> *)ic vvantrt am MC SitjcC mrungt: rerre E icppl as otr<prAiv

toqtarcc] py Uw Morn<ngyai s^N no be resoonsrbh1 for any Uadimj OrrStom. Ovnagn or ptrci kisses r(->iitFr^ Iron (W rrlsiK) to me mlormatitr. doia arutyvn n cfirri»rats ft tflMr use The mtomawr cortairx^ hnem is (hr preo* !ary poprdiy of
Morfitfif.Ujr and may na oc rrptxwro. mwftole or in p,»n. o' uvd manyirurTLi ivrthtfu (i«? pner ^riitiw rfmeni fl VomiOiyuar To orct^ tt^mv (•*!) •< )*<? (4S Cl MI 1o iccwv irw 'oseartjt call *1 C% CRri^
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Morningstar Analyst Forecasts

Income Statement (USD Mil)

Fiscal Year Ends rn MfiMimbw _________fowcast

Z009 ?t)IO 2011 SOU !OtJ
Revenue 6,649 6,422 6,019 5,526 6,096

Cost of Goods Sold 3.318 2.974 2.556 1897 2.248

Gross Profit 3,331 3,448 3,463 3,628 3,849

Selling. General & Administrative Expenses 1.653 1.656 1.723 1760 1814

Other Operating Expense (Income) 284 287 295 287 295

Other Operating Expense (Income) — — — — —

Depreciation & Amortization (if reported separately) 589 596 538 557 589

Operating tncome (ex charges) 805 908 907 1,031 1,150

Restructuring & Other Cash Charges 19 2 17 __ __

Impairment Charges (if reported separately) — — — — —

Other Non-Cash (IncomeVCharoes — __ __ __ __

Operating Income (incl charges) 786 906 891 1,031 7,750

Interest Expense 399 39? 377 390
4

Interest Income 10 -78 •47 75

Pre-Tax Income 397 436 467 655 763

Income Tax Expense 166 142 163 229 267

Other Alter-Tax Cash Gains (Losses) __ __ __ — __

Other Alter-Tax Non-Cash Gains (Losses) •11 -3 -5 — —

(Minority Interest) — — — — —

(Preferred Dividends) — - — — —

Net Income 221 292 299 426 496

Weighted Average Diluted Shares Outstanding 276 280 289 294 318

Diluted Earnings Per Share 0.80 1.04 1.03 1.45 1.56

Adjusted Net Income 295 341 389 426 496

Diluted Earnings Per Share (Adjusted) 1.07 122 1.35 1.45 1.56

Dividends Per Common Share 0.92 0.92 0.9? 0.94 0.98

EBITDA 1,376 1,503 1,429 1,581 1,739

Adjusted EBITDA 1,395 1,505 1,446 1,581 1,739

t Mcvningsut ?0I3 All KewrvcC Marmn^siat v C/cdrt RAtintjs & Htwarcti i\pfMtjecfl ofTt?t« try Mortwgsu*. me. when ft not tp<*s:er*i3 wiiAifw U S nns fjcMmjr Commission ds * Nali»w»j Rwcvyirtfl Slansical feungOr^irnfatur
|* N RS RO') l Inless oukhviiv 1 prov<dt« m a Mtutaie a^centcm. you rrkay ux tfis rcprxl only m Ifc country r whch rts ong^l dtsir ibuiot ps tu u-o fhe irtfcinwtion. ajtj. oruy.n >100 opinurts pn i>hih uO l1 m tto nou onvt<: Jo ifNvstttteol JUvic c: Gi c fwov^ctj 
soiofy for mf&midtnrui rsirposr'. .wl thnrftrr .ttr not an offiv 10 htry w \rll a vtcuily Arc rmi WAffantW to Iffcotreo. con^lHc ur Avtualu Ifc ooimons cspittuod ;up ,iv nl thr djtp wntien and an si<>jo(1 iiKlnmge tviitaoi rvttce turpi as oir^wisc 
■oquiriH) by law. MorrMi»gsut shjN n* bo fcwonsiblc Jor any tiJtluKj Octisinns. AirMiqcs nr vUtvt losses msuliwg Irom, or rcWcd to Iho inroriTunnri. fl.ua analyses or tpminns ® iht'tr uv 1 he tnionTMium coniawd m-eem is (hi* p/opwtetary property of 
Mnrmirjstflr aw iftiy nnt br N'ptntltjcM in whole or ir>pan. 01 i»wJtnany nttnu'r. wtrliuiji Urpriui wntlencflowm ol Mntrmvjstdi luotirt rejirinn call • I 3V b% 6tt)(J fo Kenso Hie tcvudith cjll * I (>809
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Morningssai EquilyResearcn
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NiSource Inc Nl : ■ . ★★

Last Price Fair Value Consider Buy
31.15 USD 25.00USO 17.50 USD

Consider Sell Uncertainty Economic Moat™
33 75 usd Medium Narrow

Moat Trend™ Stewardship Morningstar Credit Rating Industry Group
Stable Standard BBB Utilities • Regulated

Morningstar Analyst Forecasts

Balance Sheet (USD Mil)

risc.il YBnr f ruts in DwfiintK-r forecast
2009 2010 2011 X)v.’ 2013

Cash and Equivalents 191 212 172 332 309

Investments — — — — —

Accounts Receivable 809 1.079 855 B33 979

Inventory 547 428 566 421 499

Deferred Ta* Assets (Current) — — — — —

Other Short Term Assets 677 730 655 553 610
Current Assets 2,224 2,449 2,248 2,138 2,336

Net Property Plant, and Equipment 10.684 11,097 11.800 12.650 13.441

Goodwill J.677 3,677 3,677 3.677 3,677

Other Intangibles 320 309 298 298 298
Deferred Tax Assets (Long-Term) - — — — —

Other Long-Term Operating Assets 1.810 1.851 2.183 2.200 2.310
long-Term Non-Operating Assets 557 556 502 502 502

Total Assets 19,272 19,929 20,708 21,465 22,564

Accounts Payable 502 582 435 323 382

Short-Term Debt 822 1.417 1.687 1.050 1500

Deterred Tax 1 labilities (Current) — — — — —

Other Short-Term liabilities 1.826 1.651 1.525 7.5W7 1.575

Current liabilities 1,150 3.040 3,040 2,873 3,457

Long-Term Debt 5.965 5.936 6,267 6.820 6.700

Deferred Tax Liabilities (Long-Term) 2.018 2.210 2,542 2.800 3.000

Other Long-Term Operating Liabilities 1,559 1.596 1.810 2.000 2.200

long-Term Non-Operating Liabilities 1,726 1.625 1.445 1.445 1.445

Total liabilities 14,418 15,016 15,711 15,938 16,803

Ptcferred Stock _ _ _ __ __

Common Stock 4.854 4.923 4.997 4.997 4.997

Additional Paid in Capital — — — 380 430
Retained Earnings (Deficit) — — — 150 334

(Treasury Stock) — — — — —

Other Equity — — — — —

Shareholder's Equity 4,854 4,923 4,997 5,527 5,761

Minority Interest __ _ — — —

Total Equity 4,854 4,923 4,997 5,527 5,761

C KVintr^bl^ Aft Rpscfwd A CfMi A Rrv&icft is proOuaxl aoO dfwrt t»y WomogsU' n . wficn not rcgisteiffl **v> tttr U 5i S«i/it*es ana Ftc»«nijc ContmA\«tn as a Numivuiy flecogmnl Stdti^c^l Kb) ng Ojanysnm ^ of i
( NfrSfiO ) fltf>NwiV' ucnruiM m a wpA'ak a?romi7ni, you rfmy uv thrstepon only in ifc country m tfucft itsn*girvii(lMiifnrtCM cs tw«a ri-! rtanv'ii/i. ditrt analyses jrtfl op-ii"Tnp'r.niio1fH^i.'|n Jonot mmirtjiv irheMnx’nr aovtcc, arc proviUfiJ
giMyiftr mffiftnaiiorwl pijrpovn anj :r«rdnr flu* rt3l an nthi or sell 9 iccumy. a<Kl ate iot watNtrrtvcJ to hecotren. cnmplrtcof .ictutaic The opinion!. DKpfi'SW*rt<tfeasoi tPiedati' wriiu»ri anri mp sifijt'n toch.inije willtrui ««irc I ierpi avuinr-r^iM*
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NiSource Inc Nl : ★★

last Price Fair Value Consider Buj Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship Momingstar Credit Rating Industry Group
31.15uso 25.00usd 17.50usd 33.75uso Medium Narrow Stabie Standard BBB Utililies - Regulated

Moira
«

Momingstar Analyst Forecasts

Cash Flow (USD Mil)

fiscal Year fnils in rterfirncer h/ecasi
zoos join 2011 pot? 2013

Net Income 217 283 299 426 496

Depreciation 590 597 538 551 589

Amortization — - — — —

Stock-Based Compensation 10 31 39 40 41
Impairment of Goodwill — — — — —

Impairment of Other Intangibles — — — — —
Deferred Taxes 378 194 178 258 200

Other Non-Cash Adjustments 25 78 128 - —

(Increase) Decrease in Accounts Receivable 259 244 220 22 ■86
(Increase) Decrease in Inventory 129 103 142 145 ■78

Change in Other Short-Term Assets 2 23 90 W3 -57

Increase (Decrease) in Accoums Payable -191 38 •155 ■112 60

Change in Other Short-Term Liabilities 503 •320 276 -25 75

Cash From Operations 1,921 783 920 1,408 m

(Capital Expenditures) •777 •804 -1.125 ■1.400
Net (Acquisitions). Asset Sales, and Disposals 6 1 9 — —
Net Sales (Purchases) of Investments — — — — —
Other Investing Cash Flows 109 -140 •34 173 90

Cash From Investing •662 •944 •1,149 ■ 1228 ■1290

Common Stock Issuance (or Repurchase) 8 13 21 380 50

Common Stock (Dividends) -253 •256 -258 ■276 -312

Short-Term Debt Issuance (or Retirement) •1.061 1,280 -23 ■637 450

Long-Term Debt Issuance (or Retirement) 290 826 541 553 ■120
Other financing Cash Flows — — — ■ 40 -41

Cash From Financing •1,016 211 281 ■20 27

Exchange Rates. Discontinued Ops. etc. (net) -2il7 -57 -50 — —

Net Change in Cash -4 -8 2 760 •23

C ?QU At! Prghis CiPdrt RiUftys A RtVdttJi isptoduu'd jndoflwcd by MMrtiiBjtjlflt . wlitch o nw wiift fhp IJ S Sw.urir*r  ̂itM I efiv^f fommiwcyi j N'ationtlly Rrtoijrv/wl 'il.tlisJical Ralmy OMjum/diKjt
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LTierfjy: tulities/Po\vcr

Raising Price Target
NISOURCE INC. (NI: $30.73) Rating: Hold
May 1, 2013 Price Target: Old • S26.00; New - S30.00

Market Datav
12-18 Momh Price Target 
52-Week Range 
ADTV-90Day (000s) 
Market Cap (SMM)
Shares Out (MM)
Public Market KUtm (MM)

Dividend
DividcncUVicId

$30.00 
S31.39 . $23.14 

2,004.3 
$‘>,562.8

310.3
308.4 
$0.‘>6 

3.12%

EPS|(S)

2013

Actual Current Previous Current

S0.7(»A 

S0.2.3A 

$0 05a 

SO. 44a 

$ I.46A

$0.70 SO.OOA 
$0.26t 

$0.15fi 
$0.47!- 

SI.56C

.Valuation RaUo

$1,671;

mz FY13 FY14

P/K 21.Ox I9.7x IX.Jx

PEG 5.3x 4.9x 4.6x

KVfEBVIWA )0.1x 10.Sx lO.Ox

Leverage Rulio 5.Ox 4.9x 4.9\

EV/KCK NM NM NM

1'CE Yield NM NM NM

P/KCK NM NM NM

KV7S 3.4x 2.6x 2.5x

FYI2
FYI3 !

KYI 4

Revenue S5.070.0A $6,757.0!! $(>.892,RI-:

ERII SI.07J.4A $1,093.IL $1.I60.31-:

EBITDA $1,633.3a $l,67i.c>n $1,753.21:

KCE(Mil) $(234.5)A $( 159.7)H 5(100.1)1:

Dcht/Cupitnl 59.3%A 56.0%li 50.l%t;

BV/Share $18.48a $19,161: $19,871!

CapEx $ 1,498.8a $I,400.0E $1,400.01:

*5- - *-» C *4 - ‘S*>-
hx f ‘:7 '.'“v. sT ’ Balance- SHect o At

FYI2 EY13 KYI 4

PHE SI2.915.9a $I3,30I.6E $14,108.71;

Tot :il A»scls S2I.844.7a S22.424.5i: S23.l92.5i:

Total Dcltt $8,103 2a $8,152 8F. $8,602.Si:

Long Term Debt S6.8I9.1A $6,736. IE $7,186.11!

total SOE and Liab. S2I.844.7a $22.424.5h S23.392.5I!

Company Description

NiSource is a large regulated electric and gas utility, with 
most of its earnings derived from the gas distribution, 
transmission, and storage businesses. The company 
owns the Columbia gas system, serving gas in Ohio, 
Pennsylvania. Massachusetts, Virginia, Mainland, and 
Kentucky. The company has electric utility operations in 
northern Indiana.

In Line IQ Results; Maintain Estimates, But 
Increase Target Price
Summary

NiSource (NI) reported IQ EPS of SO.69 versus $0.76 a year ago (our/consensus 
was S0.70/S0.71). As expected, the results were impacted by the 24 million share 
equity issuance, which NI completed in September 2012 (closing the forward 
sale). NI continues to benefit from constructive regulation and the opportunity 
to invest capital in infrastructure in its midstream and downstream (distribution) 
businesses. NI is on track to invest $I.8B of capital in its business in 2013. 
NI maintained 2013 EPS guidance of $1.50-$].60. We are maintaining our 
2013/2014 EPS estimates of $1.56/$1.67. We are also maintaining our Hold 
rating on NI, but increasing our target price to $30 from $26 previously, to 
reflect peer company appreciation since March 1. Long-term. NI continues to 
have attractive prospects.
Key Points
■ NGT&S has ample investment opportunities. FERC approved the gas 

pipeline modernization settlement in January, paving the way for S1.5B of 
investment over the next 5 years as part of the first phase in a program that 
could total $4B in capital spending at NGT&S. Further. Columbia and Columbia 
Gulf will be moving forward with both the West Side Expansion and East Side 
Expansion. NGT&S’ long-term investment plans remain robust, and benefit 
from the increasing need for energy infrastructure in the Midwest.

■ llilcorp JV opportunities progressing on plan. Phase 1 ($150mm NI 
investment) of the Pennant Midstream JV is expected to be in service by the 
end of 2013. Expansion beyond Phase 1 will be based on the pace of drilling 
activity. In addition, the Utica/Point Pleasant upstream JV continues to progress 
as planned. Following test well drilling, the acreage shows similar mineral 
make-up to surrounding land. This will drive drilling activity throughout 2013. 
The JV remains part of the growth driver for NGT&S.

■ NIPSCO environmental investments on track; transmission upside. 
Scrubber installation remains on track at Schahfer. At Michigan City, 
construction work has begun. In addition to this combined $750mm in spending, 
management identified $500mm-$lB in transmission investment opportunities, 
including 2 projects with projected in-scrvicc dales in the latter part of the 
decade, totaling $400-S500mm (NIPSCO portion) in MISO. We expect updates 
on such incremental investments at NIPSCO throughout 2013.

■ Maintaining 2013/2014 estimates... We are maintaining our 2013/2014 EPS 
estimates of $i.56/$1.67. We believe management has identified a strong 
investment pipeline through which to deliver its long-term EPS growth of5-7% 
with accompanying dividend growth of 3-5%. Upside to our estimates could 
come from a variety of projects now in early stages, such as the Cameron Access 
Project, which further supports our current EPS estimates. Further, reducing 
equity needs could also drive additional EPS growth.

■ ...and Hold rating, but raising target to $30. NI currently trades at 18.4.x our 
2014E EPS. This compares with 16.8x for comparable electric peers, but I8.5x 
for gas peers. Our sum-of-the-parts (SOTP) value suggests $29-$31 excluding 
MLPs and $31-$34 including MLPs. Given NTs gas business, we expect the 
stock wilt trade at a premium to its electric peers, but may not fully reflect the 
MLP SOTP valuation. Coupled with our DCF this supports our target price of 
$30.

James I.. Dobson, Ci'A • 212.402.• jctobsonfVV wundemei.com iVs. Inc.
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Disclosures:

Analyst Certification

I James L. Dobson, CFA, hereby certify' that the views expressed in this research report accurately reflect my personal views about the subject companies and their underlying 
securities. 1 further certify that [ have not and will not be receiving direct or indirect compensation in exchange for expressing the specific recommendation(s) in this research 
report.

Valuation/Risks

■ N1 faces regulatory risk, operational risks in its gas and electric business, adequate access to capital markets, and financial risk as a result of its leverage.
■ We value utilities based on a comparable company analysis, a sum-ol-lhc-parts (SOTP) analysis and a discounted cash flow (DCF) analysis.

General disclosures:

Prices are as of the close of 04/30/13.

Ratings Distribution (in Percentages) & Investment Banking Disclosure Chart Information

Ratings Distribution & Investment Ranking Disclosure

Rating Count Ratings Distribution* Count Investment Banking**

Buy -rated 135 60.81 35 25.93

Hold -rated 86 38.74 10 11.63

Sell -rated 1 0.45 1 100.00

* Percentage of all Wunderlich-covered stocks assigned an equivalent Buy. Hold, or Sell rating.

** Percentage of companies uithiri ll'under/ic/t-rated Buy. Hold, and Sell categories for which Wunderlich or an associated firm provided investment banking services within the 

past 12 months.

Rating System:

'fhere are three rating categories within the Wunderlich Securities Investment Rating System: Buy, Hold, and Sell. Hie rating assigned to each company is based on 
following criteria.

Buy - a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of greater than 20% over the next 12-IS months.

Hold - a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of plus or minus S%over the next 12-18 months.

Sell - a security which at the time the rating is instituted or reiterated indicates an expectation of a negative total return of greater than 10% over the next 12-18 months.

The analyst(s) who prepared this report may be compensated in part from a bonus pool that is partially funded by fees received by Wunderlich Securities for providing 
investment banking services.

Rating and Price Target History for: Nisoiirce Incf(NI) as of.04-30-2013-/:

2011 2012 2013

Creai^O by BluehiUim

To request further information regarding the companies discussed in this report, readers may send an email to rcsearch(i7;Wundemel.com or may write to the Wunderlich 
Securities Research Department, Wunderlich Securities, Inc., 400 K. Pratt Street, Suite 710, Baltimore, MD, 21202.

Other Disclosures

Wunderlich Securities, Inc. ("WSI") is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of Financial Industry Regulatory 
Authority and the Securities Investor Protection Corp. This report is not directed to. or intended for distribution to or use by, any person or entity who is a citizen or resj
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of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or tegulalion or which would 
subject WSI or any divisions, subsidiaries or affiliates to any registration or licensing requirement within such jurisdiction.

All material presented in this report, unless specifically indicated otherwise, is under copyright to WSI. None of the material, nor its content, nor any copy of it, may be altered 
in any way, transmitted to, copied or' distributed to any other party, without the prior express written pennission of WSI. All trademarks, service marks and logos used in 
this report arc trademarks or service marks or registered trademarks or service marks of WSI or its affiliates. The information, tools and material presented in this report are 
provided to you for information purposes only and arc not to be used or considered as an oiler or the solicitation of an offer to sell or to buy or subscribe for securities or 
other financial instruments.

WSI may not have taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. WSI will not treat recipients as its customers 
by virtue of their receiving the report. The investments or services contained or referred to in this report may not be suitable for you and it is recommended that you consult an 
independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report constitutes investment, legal, accounting or tax advice 
or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise constitutes a personal recommendation to you.

WSI does not otter advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please note in particular that the bases and levels 
of taxation may change. WSI believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented 
in the other sections of the report were obtained or derived from sources WSI believes are reliable, but WSI makes no representations as to their accuracy or completeness.

Additional information is available upon request. WSI accepts no liability for loss arising from the use of the material presented in tins report, except that this exclusion of 
liability does not apply to the extent that liability arises under specific statutes or regulations applicable to WSI. This report is not to be relied upon in substitution for the 
exercise of independent judgment. WSI may have issued, and may in the future issue, a trading call regarding this security.

'Jhis report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of WSI, WSI has nol reviewed 
the linked site and takes no responsibility for the content contained therein. Such address or hyjwrlink (including addresses or hyperlinks to WSTs own website material) is 
provided solely for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following 
such link through this report or WSI’* website shall be at your own risk.
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9 BARCLAYS

NiSource, Inc.

Plenty of Value Le

A high-quality utility: Nl is one of our favorite utility stocks with a deep capital 

spending program underpinned by solid regulation. We believe Nl is one of the highest 

quality names in our coverage with: 1) long-term capex visibility supporting --10% rate 

base growth in the regulated businesses over at least the next 5 years; 2) supportive 

regulation across its geographic footprint; and 3) an attractive valuation that we believe 

provides optionality and upside to expansion of its capex program above $1.8 billion 

per year and possible dividend growth acceleration.

Levered to the right themes: Nl benefits from the build out of natural gas 

infrastructure in the Marcellus and Utica shale plays. We see several opportunities for Nl 

to grow its midstream footprint, including an extension of the Pennant JV to Phase II, 

pipeline expansions if additional LNC export terminals in Louisiana and Maryland are 

built, and the potential to monetize its acreage in the Utica. On the Electric side, Nl also 

has two MISO transmission projects in Indiana currently in the planning stages, which 

combined with a 7-year T&D modernization tracker plan to be filed in Q3 should lead to 

sustained growth over the next several years behind the current environmental backlog.

Nl has transitioned from being a catalyst-driven story to an execution story: With 

improvements in the regulatory environment over the last two years and a $1.5-1.8 

billion per year capex program in place over at least the next several years, we believe 

the lack of catalysts in the near term has become less relevant given the low-risk nature 

of the projects and regulatory quality. Our Overweight call is not predicated on a 

potential MLP as a near-term catalyst.

Valuation remains attractive: We see a 9.6% return potential for shares based on our 

sum of the parts. We apply a 16.2x 2015 P/E multiple, which is a 10% high-quality 

premium to regulated utility group to the Electric and Gas Distribution segments, a 9.5x 

EV/EBITDA multiple for the Pipeline Group, and $1.50/share for Nl's Utica acreage.

Nl: Quarterly and Annual EPS (USD)

Q1 0.76A 0.69A 0.69A 0.69A N/A N/A 0.76E -9% N/A

02 0.23A N/A N/A 0.25E N/A N/A 0.27E N/A N/A

Q3 0.05A N/A N/A 0.15E N/A N/A 0.15E N/A N/A

Q4 0.44A N/A N/A 0.48E N/A N/A 0.47E N/A N/A

Year 1.46A 1.56E 1.56E i.55E 1.68E 1.68E 1.67E 7% 8%

P/E 20.6 19.3 17.9

Source: Barclays Research.

Consensus numbers are from Thomson Reuters
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NiSource, Inc (Nl)

Income statement ($mn) 2012A 2013E 2014E 2015E CACR

EBITDA (ad|) 1,633 1,765 1,898 2,037 7.6%

EBIT (adj) 1,071 1,170 1,266 1,373 8.6%

Pre-tax income (adj) 656 705 766 838 8.5%

Net income (adj) N/A N/A N/A N/A N/A

EPS (adj) ($) 1.46 1.56 1.68 1.77 6.7%

Diluted shares (mn) 291.9 293,8 295.5 307.6 1.8%

DPS ($) 0.96 1.00 1.08 1.12 5.3%

Margin and return data Average

EBITDA (adj) margin (%) 32.2 32.1 33.4 34.7 33.1

EBIT (adj) margin (%) 21.1 21.3 22.3 23.4 22.0

Pre-tax (adj) margin (%) 12.9 12.8 13.5 14.3 13.4

Net (adj) margin (%) 8.4 8.3 8.8 9.3 8.7

ROIC (%) 8.3 8.5 8.6 8.6 8.5

ROA (%) 2.0 2.0 2.1 2.1 2.0

ROE (%) 7.7 7.9 8.3 8.3 8.1

Balance sheet and cash flow ($mn) 

Net PP&E 12,916 14,107 15,225 16,312

CACR

8.1%

Total net assets 21,845 23,131 24.261 25,534 5.3%

Capital employed 12,881 13,809 14.788 16,061 7.6%

Shareholders' equity 5,554 5.774 6.003 6,553 5.7%

Net debt/(funds) 7,243 7,934 8,705 9,273 8.6%

Cash flow from operations 1,276 1,259 1.248 1,176 -2.7%

Capital expenditure -1.499 -1,787 -1.750 -1,750 N/A

Free cash How -359 -719 -646 -571 N/A

Pre-dividend FCF -86 -425 -327 -226 N/A

Valuation and leverage metrics

P/E (adj) (x) 20.6 19.3 17.9 17.0

Average

18.7

EV/EBITDA (adj) (x) 9.8 9.5 9.2 8.9 9.3

EV/EBIT (adj) (x) 15.0 14.3 13.8 13.2 14.1

P/BV (x) 1.6 1.5 1.5 1.4 1.5

Dividend yield (%) 3.2 3.3 3.6 3.7 3.5

Total debt/capital (%) 56.9 58.2 59.4 59.2 58.4

Net debt/EBITDA (adj) (x) N/A N/A N/A N/A N/A

Selected operating metrics

Payout ratio (%) 65.8 64.1 64.1 63.2

Interest cover (x) 2.6 2.5 2.5 2.6

Regulated (%) N/A N/A N/A N/A

Stock Rating: OVERWEIGHT

Price (ri-Jul-2013) USD 30.14

Price Target USD 32.00

Why Overweight? We rate Nl as an Overweight 
because of the attractive risk/reward profile from Nl's 
well-defined rate base growth strategy which we see 

as relatively low-risk. Moreover, we believe additional 
value can be captured in Nl's shale acreage, to which 
we assign a value of $1.50/share.

Upside case USD 36.00

Our upside case assigns a 11 x 2015 EV/EBITDA 
multiple to the Columbia Pipeline Group under an 

MLP scenario.

Downside case USD 27.00

Our downside case assumes Nl trades in-line with the 
regulated group's multiple on 2015 EPS.

Upside/Downside scenarios

Price History 

Prior 12 months

High '

Price Target 

Next 12 months 

Upside

36.00

31.39 Taroet
Current 32.00

30.14

I'M 4 

Lew

27.00

Downside

POINT© Quantitative Equity Scores 

Value

Quality

Sentiment

Low

Source: POINT. The scores are valid as of the date of this 

report and are independent of the fundamental analysts' 

views. To view the latest scores, click here.

Source; Company data, Barclays Research 

Note: FV End Dec
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A High Quality Utility Levered to Midstream Buildout

Investment Thesis

The extended period of strong regulated utility group performance in 2011-1H13 saw a 

convergence in valuations across the group, despite differences in regulatory quality, 

earnings and dividend growth visibility, or business risk. With the recent rise in interest rates 

following signals from the Federal Reserve indicating coming changes in monetary policy, 

we believe valuations within the group will again begin to diverge. In this environment we 

prefer utilities with regulatory certainty and clarity with regards to earnings and dividend 

growth prospects. Since over the next two years, we expect rate base growth across the 

regulated utility space to moderate from a -6% annual rate to a more normal -3% growth 

rate after 2015 as compliance-driven environmental spending tapers, we also favor utilities 

levered to transmission growth and midstream gas infrastructure build out. We believe 

those companies offer the potential to sustain further rate base growth beyond the current 

environmental-driven capex cycle.

In our view, NiSource is a high-quality core utility holding with a significant capital spending 

backlog driving rate base growth with constructive regulation across its footprint. The 

company differentiates itself from the rest of the space with the high level of visibility 

regarding its spending program beyond the 2015 timeframe. The capital spending in its 

electric utility, gas utility, and interstate gas pipeline operations largely earn rates under 

expedited/tracker recovery. We reiterate our Overweight rating on shares as it remains one 

of our favorite names among regulated utilities.

The Valuation is Still Attractive
We believe it is appropriate to assign a 10% premium to the regulated group multiple for 

the utility operation earnings given the quality of regulation and the high rate base growth 

visibility. Assigning a 9.5x EBITDA multiple to the Columbia Pipeline Croup and $1.50 per 

share for Nl's Utica acreage, which we believe is still conservative, gives us a $32 price 

target. This implies a 9.6% total return to shares without assuming any valuation uplift from 

an MLR.

Some Thoughts on MLR Opportunities
There has been considerable interest and speculation on whether NiSource will form an 

MLP from its Columbia Pipeline Croup assets, especially given the recent activity within the 

MLP space, including the announcements from OCE Energy (OCE) and CenterPoint Energy 

(CNP). We believe the potential formation of an MLP remains on the periphery for upside 

longer-term but is not a core part of the story today, and Nl shares remain attractive even 

without an MLP as a catalyst near-term.

We believe that an MLP remains on the table longer term but is not a near-term (next 12-18 

months) prospect for 2 main reasons: 1) from a credit perspective forming an MLP could 

jeopardize Nl's investment grade rating; and 2) the legacy Columbia assets are fully 

depreciated, which could lead to significant tax leakage under an MLP structure. Of these 

two. we believe the credit consideration is the gating factor, as, in our view, it could make 

sense for Nl to pursue a drop-down growth strategy with a smaller initial asset dropdown as 

the company grows its midstream footprint.

Management indicated during meetings that capex could be north of the $1.5-1.8 billion 

target range over the next several years. If this is the case, and with the instatement of 

dividend growth of 3*5% per year, we believe achieving an MLP transaction is not 

immediately on the horizon. That said, we highlight our view that the Nl story is not
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predicated on an MLP, but rather on execution of its growth strategy focused on visibility of 

returns.

So where is the upside, if not in an MLP?
We believe the upside for Nl will be execution driven, with our thesis to play out over time as 

one of the best quality names in our space. Based on the company's current opportunity set 

and management comments, the company can likely achieve the higher end of $1.5-1.8 

billion capex program, which we believe will push earnings growth towards the higher end 

of its guided 5-7% earnings growth range. We also see the possibility of accelerating 

dividend growth to a 5-7% rate from 3-5% currently to match earnings growth.

A number of incremental investment opportunities would allow NiSource to achieve the 

higher end of its growth targets:

Indiana T&D Modernization Plan Filing

Under SB 560 enacted in Indiana in May, NIPSCO is expected to file a 7-year plan for capital 

spending to modernize and expand its electric distribution system in order to benefit from 

tracker recovery under the legislation. The company expects to file the plan some time in 

Q3. We believe the filing would give investors additional clarity on the capex run rate post- 

2015. Our current expectation is capex continuing at a run rate of $400-450 million per 

year, which is the current level of spend.

Pennant Midstream }V "Phase 11"

In July 2012, NiSource and Hilcorp Energy, a private oil exploration and production 

company, announced a joint venture investing in constructing midstream infrastructure in 

eastern Ohio and western Pennsylvania. "Phase I" of the )V consists of building 50 miles of 

gathering pipeline in eastern Ohio and western Pennsylvania, as well as a NGl processing 

plant with initial capacity of 200Mmcf per day, which is a total investment of $300 million 

($150 million Nl share). The company has indicated the possibility of expanding the 

Pennant Midstream |V with Hilcorp Energy to a “Phase H" by building pipeline and 

processing capacity, which would add an incremental $300 million ($150 million Nl share) 

in capex.

LNC Exports

Nl also has opportunities to identify and pursue additional pipeline projects transporting 

natural gas from the Marcellus to export terminals if additional LNG export terminals are 

approved. There could be up to $1 billion in incremental natural gas midstream projects 

depending on additional LNG export terminal approvals.

We believe Nl can deploy incremental capital in the Marcellus and Utica shale plays given 

the strategic location of its assets.

Monetization of Utica Lease Holdings

We estimate NiSource has roughly 163K acres of lease holdings in the Utica, much of it 

located in Ashland and Hocking counties in Ohio. A portion of the acreage, principally in 

Columbiana and Trumbull counties, is dedicated to the Pennant JV. We believe management 

is waiting for the rest of the play to develop and may be able to monetize the remaining 

acreage holdings, particularly in the western portion of the play through a similar 

arrangement with producers.
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NiSource at a Glance
NiSource operates in three business segments, with most of its operations earning 

regulated rates of return and with a tilt towards natural gas transportation and distribution.

The company’s electric utility business is NIPSCO Electric, which owns and operates electric 

generation, distribution, and transmission assets serving 455.000 customers in Northern 

Indiana. Rate base for NIPSCO Electric is around $2.8 billion, and the utility has an 

authorized 10.20% ROE.

NiSource Cas Distribution is the company's largest segment by revenues and operating 

income. The segment consists of gas utilities in 7 states: Indiana, Ohio, Kentucky. Virginia. 

Pennsylvania, Maryland, and Massachusetts, which all operate under the Columbia Cas 

brand outside of Indiana. The service areas are geographically located around the Marcellus 

and Utica shale regions, which allow the utilities to be serviced by Nl's Columbia pipeline 

system. Collectively, the gas utilities have a rate base of around $3.7 billion with an average 

allowed ROE of 10%.

The Columbia Pipeline Croup (formerly NiSource Cas Transmission & Storage) houses the 

company's interstate gas pipeline, storage, and midstream operations. CPC's assets and 

operations are principally located in the U.S. Northeast and Midwest around the Marcellus 

and Utica shale regions, which provide a range of pipeline expansion and midstream 

opportunities.

FICURE 1

Nl 2012 Revenue and Operating Income by Segment

29% 37%’

■ Electric Utility ■ Gas Utility Pipeline & Midstream a Other

FICURE 2

Nl Capital Expenditure Forecasts
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Source: Company filings Source: Company filings, Barclays Research
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Columbia Pipeline Group
The Columbia Pipeline Croup (formerly NiSource Gas Transmission & Storage) operates a 

total of 15,000 miles of interstate natural gas pipelines and 37 storage fields across its 

footprint. The Columbia Gas Transmission system overlies the Marcellus and Utica shale 

regions, and the Columbia Gulf Transmission pipeline runs from the Marcellus to the Gulf 

Coast.

FIGURE 1

CPG Pipeline Locations

Source: SNL Financial. Barclays Research

Columbia Pipeline Modernization Program

The company obtained a settlement with customers allowing a $1.5 billion project to 

modernize and replace over 1,000 miles of aging pipeline in the Columbia Gas Transmission 

network. The project calls for $300 million of growth capex and $100 million of 

maintenance capex per year over an initial period of 5 years, with potential to extend the 

project to what can potentially be a $4-5 billion opportunity over an extended 10-15 year 

period. We believe the program is a key driver of capex for the segment. Rates are 

determined by FERC formula rates and are recovered via tracker.

Pennant Midstream Joint Venture

In |uly 2012, NiSource and Hilcorp Energy, a private oil exploration and production 

company, announced a joint venture investing in constructing midstream infrastructure in 

eastern Ohio and western Pennsylvania. "Phase I" of the JV consists of building 50 miles of 

gathering pipeline in eastern Ohio and western Pennsylvania, as well as a NGL processing 

plant with initial capacity of 200Mmcf per day, which is a total investment of $300 million 

($150 million Nl share). The project, which is expected to be in service in 3Q13. is anchored 

with a long-term gathering and processing agreement and additional capacity can be sold 

to other producers in the region. There is the possibility of expanding the JV to a “Phase II" 

based on well results, which would be an additional $300 million.

Big Pine Gathering System

In June, NiSource completed a $160 million 57-mile gathering system in the Marcellus play 

in Pennsylvania backed by a long-term gathering agreement with XTO Energy and another 

agreement with PennEnergy. We believe Nl is in a position to execute additional projects in
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the Marcelius and Utica of comparable size given the strategic location of its assets and 

management’s track record.

NiSource Gas Distribution
NiSource Cas Distribution is the company’s largest segment by revenues and operating 

income. The segment consists of gas utilities in 7 states: Indiana, Ohio, Kentucky, Virginia. 

Pennsylvania, Maryland, and Massachusetts, which all operate under the Columbia Cas 

brand outside of Indiana. The service areas are geographically located around the Marcelius 

and Utica shale regions, which allow the utilities to be serviced by Nl's Columbia pipeline 

system. Collectively, the gas utilities have a rate base of around $3.7 billion with an average 

allowed ROE of 10%.

FIGURE 2

Gas Distribution Rate Base by State

Source: Company filings. Barclays Research

Rate base growth at NiSource Cas Distribution is primarily driven by the Infrastructure 

Replacement Program, a multi-year program leading to annual capital spending of around 

$600-650 million, which should lead to 7-9% annual operating earnings growth over the 

next several years. The spending program, which is in place for all the states except Indiana, 

is backed by forward test years or annual tracker filings in their respective jurisdictions. With 

the passage of SB 560 in Indiana in May, the company is evaluating opportunities to 

modernize and expand the system in the state, backed by the recently enacted tracker 

legislation,

NIPSCO Electric
NIPSCO Electric serves around 455,000 customers in Northern Indiana. As of year-end 

2012, rate base for NIPSCO Electric was around $2.8 billion, and earns an authorized 

10.20% ROE. The segment is expected to invest $400-450 million of annual capex leading 

to operating earnings growth of 7-9% over the next several years. This assumes flat to 

modest customer growth, which we believe is reasonable.

The main projects currently underway at NIPSCO Electric are environmental upgrades for 

the coal fleet. Flue Cas Desulfurization (FCD) facilities are being constructed for NIPSCO's 

Shahfer and Michigan City Generating Stations. The FGD units are expected to be in service 

before year-end 2015, and cost a total of $740 million. NOx and MATS compliance 

upgrades comprise the balance of the capital program through 2015. Currently, these 

projects are all covered under Indiana’s Environmental Cost Recovery Mechanism for 

tracker recovery.
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In May, the Indiana General Assembly passed Senate Bill 560 allowing electric and gas 

utilities to recover costs for transmission, distribution, and storage improvements via a 

tracker, based on a commission approved 7- year plan for the projects.
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ANALYST(S) CERTIFICATION(S)

I, Daniel Ford. CfA. hereby certify (1) that the views expressed in this research report accurately reflect my personal views about any or all of the 
subject 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 firm'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 firm'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 affiliates (collectively and each 
individually. "Barclays"). For current important disclosures regarding companies that are the subject of this research report, please send a written 
request to: Barclays Research Compliance. 745 Seventh Avenue. 17th Floor, New York, NY 10019 or refer to http://publicresearch.barclays.com 
or call 212-526-1072.

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 of their 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/disdaimer-research-dissemination.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, Inc. (Nl, 1 l-jul-2013, USD 30.14), Overweight/Positive, 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 of a publicly disclosed offer of securities of the issuer in the 
previous 12 months.

B: An employee of Barclays Bank PLC and/or an affiliate is a director of this issuer.

C: Barclays Bank PLC and/or an affiliate is a market-maker and/or liquidity provider in securities issued by this issuer or one of its affiliates.

D: Barclays Bank PLC and/or 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 1 % or more of a class of equity securities of the issuer as of the end of the month prior 

to the research report's issuance.

C: One of the analysts on the coverage team (or a member of his or her household) owns shares of the common stock of this issuer.

H: This issuer beneficially owns 5% or more of any class of common equity securities of Barclays Bank PLC.

I: Barclays Bank PLC and/or an affiliate has a significant financial interest in the securities of this issuer.

J: Barclays Bank PLC and/or an affiliate trades regularly in the securities of this issuer.

K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation from this issuer within the past 12 months.

L: This issuer is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or 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 

and/or an affiliate.

N; This issuer is. or during the past 12 months has been, a non-investment banking client (non-securities related services) of Barclays Bank PLC 

and/or an affiliate.

0: 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 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.

P-. A partner, director or officer of Barclays Capital Canada Inc. has. during the preceding 12 months, provided services to the subject company for 
remuneration, other than normal course investment advisory or trade execution services.
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IMPORTANT DISCLOSURES CONTINUED

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.

S: Barclays Capital Canada Inc. is a market-maker in an equity or equity related security issued by this issuer.

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 of all ratings and not infer its contents from ratings atone.

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 of the industry coverage universe over a 12- 

month investment horizon.

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-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 improving.

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) 

CenterPoinl Energy Inc. (CNP) 

Dominion Resources (D)

Edison International (EIX)

Great Plains Energy Inc. (GXP) 

National Grid PIc (NGG)

NV Energy, Inc. (NVE)

PG&E Corp. (PCC)

Portland General Electric Co. (POR) 

Southern Co. (SO)

Wisconsin Energy (WEC)

Ameren Corp. (AEE)

Aqua America (WTR)

CMS Energy (CMS)

DTE Energy (DTE)

Emera Inc. (EMA.TO) 

Hawaiian Electric Inds (HE) 

NiSource. Inc. (Nl)

OGE Energy Corp. (OGE) 

Pinnacle West Capital (PNW) 

SCANA Corp. (SCO)

TECO Energy (TE)

Xcel Energy (XEL)

American Electric Power (AEP) 

Canadian Utilities Ltd. (CU.TO) 

Consolidated Edison (ED)

Duke Energy (DUK)

Fortis Inc. (FTS.TO)

ITC Holdings (ITC)

Northeast Utilities (NU)

Pepco Holdings (POM)

PNM Resources (PNM)

Sempra Energy (SRE)

Westar Energy (WR)

Distribution of Ratings:

Barclays Equity Research has 2366 companies under coverage.

44% have been assigned an Overweight rating which, for purposes of mandatory icgulatory disclosures, is classified as a Buy rating: 52% of 
companies with this rating are investment banking clients of the Firm.

41% have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 47% of 
companies with this rating are investment banking clients of the Firm.

13% have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 42% of 
companies with this rating are investment banking clients of the Firm.
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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 12 months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst's price 
target over the same 12-month period.

Guide to the POINT® Quantitative Equity Scores:

The POINT Quantitative Equity Scores (POINT Scores) are based on consensus historical data and are independent of the Barclays fundamental 
analysts' views. Each score is composed of a number of standard industry metrics.

A high/iow Value score indicates attractive/unattractive valuation. Measures of value include P/E. EV/EBITDA and Free Cash Flow.

A high/low Quality score indicates financial statement strength/weakness. Measures of quality 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 of the date of this 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 dick here.

Barclays offices involved in the production of equity research:

London

Barclays Bank PLC (Barclays, London)

New York

Barclays Capital Inc. (SCI, New York)

Tokyo

Barclays Securities japan Limited (BSIL, Tokyo)

Sao Paulo

Banco Barclays S.A. (BBSA, Sao Paulo)

Hong Kong

Barclays Bank PLC, Hong Kong branch (Barclays Bank, Hong Kong)

Toronto

Barclays Capital Canada Inc. (BCG, Toronto)

Johannesburg

Absa Capital, a division of Absa Bank Limited (Absa Capital, 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 (India) Private Limited (BS1PL, Mumbai)

Singapore

Barclays Bank PLC. Singapore branch (Barclays Bank, Singapore)
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IMPORTANT DISCLOSURES CONTINUED

NiSource, Inc. (Nl)
USD 30.14 (IWul-2013)

— Closing Rice A Targe! nice • Ffeiimg Grange

Link to Barclays Live for interactive charting

Stock Rating Industry View

OVERWEIGHT

JCufrencysUSOj

POSITIVE

Date Closing Price Rating Price Target

24-Apr-2013 31.14 32.00

20-Feb-2013 27.04 29.00

03-Dec-2012 24.34 Overweight 27.00

09-jul-2012 24.41 26.00

01 -May-2012 25.33 25.00

01-Feb-2012 23.45 23.00

28-Oct-2011 22.52 22.00

26-Jul-2011 20.85 21.00

25-Aug-2010 16.90 18.00

23-Jul-2010 16.49 17.00

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 previous 12 months.

C: Barclays Bank PLC and/or an affiliate is a market-maker and/or liquidity provider in securities issued by NiSource. Inc. or one of its affiliates.

D: Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from NiSource. Inc. in the past 12 months.

J: Barclays Bank PLC and/or an affiliate trades regularly in the securities of NiSource, 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 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

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.

0: 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 "shori” 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 m the stock.

Valuation Methodology: Our PT is based on a sum-of the-parts valuation, assigning a 15.3x regulated utility group '15 P/E multiple for NIPSCO 

Electric and Cas Distribution, and a 9.5x '15 EV/EBITDA multiple for Cas Transmission & Storage. In addition we assign a $1,50/share value to Nl's 
western Utica acreage.

Risks which May Impede 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.

15 |uly 2013 12



GAS-ROR-OIO
Attachment B
Page 13 of 74

DISCLAIMER:

This publication has been prepared by the Corporate and Investment Banking division of Barclays Bank PLC and/or one or more of its affiliates (collectively 
and each individually, "Barclays"). It has been issued by one or more Barclays legal entities within its Corporate and Investment Banking division as provided 
below. It is provided to our clients for information purposes only, and Barclays makes no express or implied warranties, and expressly disclaims all warranties 
of merchantability or fitness for a particular purpose or use with respect to any data included in this publication. Barclays will not treat unauthorized 

recipients of this 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, 
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its contents.
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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 of any third-party web site accessed via a hyperlink in this publication and such information is not incorporated by reference.

The views in this publication are those of the authors) and are subject to change, and Barclays has no obligation to update its opinions or the information in 
this publication. The analyst recommendations in this publication reflect solely and exclusively those of the author(s). and such opinions were prepared 
independently of any other interests, including those of Barclays and/or its affiliates. This publication does not constitute personal investment advice or take 
into account the individual financial circumstances or objectives of the 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 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 
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This communication is being made available in the UK and Europe primarily to persons who are investment professionals as that term is defined in Article 19 
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005. It is directed at, 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 available only to such persons and will be entered 
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Inc., a FINRA and SIPC member. Barclays Capital Inc., a U.S. registered broker/dealer, is distributing this material in the United States and, in connection 
therewith accepts responsibility for its contents. Any U.S. person wishing to effect a transaction in any security 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 10019.

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 381 066 281) is regulated by the Autorite des marches financiers and the 

Autorite de controle prudentiel. Registered office 34/36 Avenue de Friedland 75008 Paris.

This material is distributed in Canada by Barclays Capital Canada Inc., a registered investment dealer and member of NROC (www.iiroc.ca).

Subject to the conditions of this publication as set out above. Absa Capital, the Investment Banking Division of Absa Bank Limited, an authorised financial 
services provider (Registration No.: 1986/004794/06. Registered Credit Provider Reg No NCRCP7). is distributing this material in South Africa. Absa Bank 
Limited is regulated by the South African Reserve Bank. This publication is not, nor is it intended to be, advice as defined and/or contemplated in the (Soulh 
African) Financial Advisory and Intermediary Services Act. 37 of 2002. or any other financial, investment, trading, tax, legal, accounting, retirement, actuarial 
or other professional advice or service whatsoever. 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 Absa Capital in South Africa, 15 Alice Lane, Sandton. Johannesburg, Gauteng 2196. Absa Capital is an affiliate of 
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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 Securities Japan Limited is a joint-stock company incorporated in Japan with 
registered office of 6-10-1 Roppongi, Minato-ku. Tokyo 106-6131, Japan. It is a subsidiary of Barclays Bank PLC and a registered financial instruments firm 

regulated by the Financial Services Agency of lapan. 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 Office: 41/F, Cheung Kong Center, 2 Queen's Road Central. Hong Kong.

This material is issued in Taiwan by Barclays Capital Securities Taiwan Limited. This material on securities not traded in Taiwan is not to be construed as 
‘recommendation' in Taiwan. Barclays Capital Securities Taiwan Limited does not accept orders from clients to trade in such securities. This material may 
not be distributed to the public media or used by the public media without 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 (India) Private Limited (SEBI Registration No: INB/1NF 231292732 (NSE), INB/1NF 
011292738 (BSE), Registered Office: 208 | Ceejay House | Or. Annie Besant Road | Shivsagar Estate | Worli | Mumbai - 400 018 | India. Phone: + 91 22 

67196363). 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 supervision of Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). 

This materia) is distributed in Malaysia by Barclays Capital Markets Malaysia Sdn Bhd.

This material is distributed 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. 0060) is regulated by the Dubai Financial Services Authority (DFSA). Principal 

place of business in the Dubai International Financial Centre: The Gate Village, Building 4, Level 4. PO Box 506504, Dubai. United Arab Emirates. Barclays 
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NiSource, Inc.: 2Q In- Line, Growth on Track
Stock Rating/Industry View: Overweight / Positive 

Price Target: $32 

Price (30-Jul-2013): $30.85 

Potential Upside/Downside: +4%

Ticker: NI

A Solid Quarter

NI reported $0.23 in adjusted EPS for the quarter, in-line with our and consensus estimates, and 

reaffirmed full-year EPS guidance of $1.50-1.60. Key drivers vs. 2Q12 EPS of $0.22 include dilution from an 

equity forward issuance in September 2012, offset by environmental capex trackers and new gas rates. For FY2013, 

we expect earnings growth to be weighted towards the latter half of the year as new gas rates in Pennsylvania and 

Ohio, higher electric rates from an environmental tracker, and earnings from the Pennant JV and the Big Pine 

gathering system began to take full effect around mid-year.

2013 capex forecast raised to $2.0 billion from $1.8 billion. Around $111 million of the increase was 

attributable to Gas Distribution and $62 million to the Columbia Pipeline Group. Part of the increased capex is due to 

gas utility customer growth in the service territories, although another factor was a pull-forward of 

tracker/modernization spending already in the backlog. Roughly 75% of capex is tied to growth projects or trackers, 

and 26% is maintenance capital.

NI remains on track for 5-7% earnings growth. We continue to expect NI to achieve capex towards the higher 

end of the $1.5-1.8 billion range per year over the next several years as the company executes on its extensive 

project backlog. In NIPSCO Electric, the 7-year modernization plan filed earlier this month is expected to be 

approved by the IURC sometime over the next year with work to begin in 2014 alongside ongoing fleet 

environmental upgrades. In Gas Distribution, the company is currently involved with rate proceedings in 

Massachusetts, Kentucky, and Maryland, and filed a settlement extension in Indiana. We expect the outcomes to be 

broadly constructive, and note that the new rates are supported by tracker mechanisms in each of the states. In the 

Pipeline Group, the $1.5 billion, 5-year Columbia Gas Modernization program remains on track, as are the company's 

previously announced midstream projects.

Reiterating Overweight rating. NI remains one of the highest quality regulated names in our coverage with multi
year visibility towards 5-7% earnings growth. NTs 2Q13 results were solid, and we believe the story will continue to 

be focused on execution going forward as the thesis plays out over time.
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NiSource
(NI-NYSE)

Stock Rating: Market Perform
Industry Rating: Market Perform

2Q13 in Line; Growth on Track 

Event
NI reported 2Q13 EPS of $0.23, in line with consensus and a penny above our 

$0.22. Misses in LDC (-$0.01) and electric utility (-$0.03) were offset by beats in 

corp/other (+$0.03), interest (+$0.01), and taxes (+$0.01); pipes were in line. Key 

takeaways: 1) 2013 capex is increasing by ~$200mm to ~$2B mainly due to 

greater tracker spending, which is incremental to both our earnings outlook and 

valuation; 2) earlier this month. NIPSCO Electric filed its initial seven-year 

modernization spending plan for -$1B beginning in 2014 under the recently 

approved SB 560 in Indiana; the filing indicates a spend (and return) earlier than 

we previously modeled, leading to a slight NPV gain. Over the life of this initiative, 

investment spending could total $3-$4B; 3) the gathering system for phase I of the 

Pennant Midstream JV recently began initial service for Hitcorp’s early Utica shale 

production while the majority of the project (gathering and processing facilities) 

remains on schedule to be operational by year-end. Drilling results are in line with 
expectations and consistent with other area producers, suggesting support for future 

Pennant JV phases, although an announcement is not likely until mid-2014 given 

the pace of development; and 4) NI reaffirmed an equity need of $300-$350inm in 
2015 as it plans to tap the debt capital markets in the interim.

Impact
Neutral (20 results) to positive (higher tracker investment).

Forecasts
Owing to the 2Q beat, we arc increasing our 2013 EPS estimate by a penny to 

$1.57, now at the mid to high end of NTs reaffirmed guidance of $1.50-$ 1.60. Our 

2014 and 2015 estimates are also increasing by a penny to $1.66, and $1.77, 

respectively, as a result of the incremental tracker spending.

Valuation
We are raising our price target by $1 to $32 due to the incremental tracker 

spending and a greater NPV contribution (i.c. timing benefit) from 

NIPSCO's new electric modernization program.

August 1, 2013

North American Pipelines

Carl Kirst, CFA
BMO Capital Markets Corp.
713-546-9756

carl.kirst@bmo.com

Danilo Juvane, CFA / Leah Jordan
713-546-9741 /713-546-9707 
danilo.juvane@bmo.com / leah.jordan@bmo.com

Securities Info
Price (31-Jul) $30.72

52-Wk HighA.ow $31/$23
Mkl Cap (mm) $9,586
Slis CVS (mm, BASIC) 312.0
Options O/S (mm) re

Price Performance

Target Price $32 T

Dividend $1.00
Yield 3.3%
Float CVS (mm) 309.2
ADVol (30-day, 000s) 1.662

Valuation/Financial Data

(FY-Dec.) 2011A 2012A 2013E 2014E
EPS Pro Forma $1.31 $1.44 $1.57t $1.66T

P/E 19.6x 18.5x
Fiisl Call Cons. S1.55 $1.67
EPS GAAP $0.52 $1.39 $1.71 $1 66

FCF $4.10 $4.31 $428' $4 OOi

PIFCF 7.2x 7.7x
EBITDA ($mm) $1,382 $1,615 $1,760 $1,892
EV/EBiTDA 9.3x 8.6x
Rev. ($mm) $6,019 $5,091 $5,419 $5,613

EV/Rev 3.Ox 2.9x

QuarterlyEPS IQ 2Q 3Q 4Q
2012A $0.73 SO.23 $0.05 $0.44
2013E S0.69A S0.23A $0.18 SO.47

Balance Sheet Data (31-Mar)
Net Debt ($mm) $6,740 TolalDebVEBlTDA 4.Ox
Total Debt ($mm) $6,988 EBlTDA/IntExp 4.3x
Net Debt/Cap. 49.1% Price/Book 1.7x

Notes: All values in US$.

Source: BMO Capital Markets estimates, Bloomberg, Thomson 

Reuters, and IHSGtobal Insight.

Recommendation
We maintain our Market Perform rating on NI stock.

Changed Annual EPS Annual FCF Target
2013E $1.56 lo $1.57 2013E $4.1910 $4.28 $31.00 to $32.00
2014E $1.65 to $1.66 2014E $4.02 to $4.00

Please refer to pages 7 to 10 for Important Disclosures, including the Analyst’s Certification.
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2Q13 at a Glance

NI reported 2Q13 EPS of S0.23, in line with consensus and a penny above our SO.22 estimate. 

Primary deltas to our estimate along with business segment summaries are detailed below:

Pipes on target. EBIT of $89mm was in line with our estimate. Of note, total throughput of 

288 MMDth declined -12% y/y, primarily due to narrower basis differentials between the Gulf 

Coast and southeastern US markets.

NI also announced it is going forward with two growth projects—Line 1570 and Virginia LNG 

Facility—which were previously under evaluation. For ~$20mm, Line 1570 aims to increase 

Marcellus takeaway capacity by ~200 mmef/d; in service is slated for 4Q14. For ~$30mm, the 

Virginia LNG Facility is a three-phased project that will upgrade and maintain service to 

existing customers, supported by new long-term agreements with higher rates. Specifically, the 

three phases are expected to be in service in 4Q13, 2014, and 2015, respectively. Together, Line 

1570 and Virginia LNG Facility should provide about SO.02 to annual EPS.

•$0.01 LDC. Adjusted EBIT of $52mm (net of weather and asset sale gain) was lower than our 

S57mm estimate primarily due to higher operating expenses, namely administrative costs 

(labor, IT) and other outside service costs. Positively, total volumes of 194 MMDth increased 

-5% y/y, mainly due to colder weather.

Of note, four regulatory requests remain outstanding that primarily aim to recapture the 

infrastructure modernization spending to which we already give credit. First, Columbia Gas of 

Maryland is requesting a $5mm annual revenue increase; a decision is expected by Septem 

2013. Next, Columbia Gas of Kentucky is requesting a $l6.6mm annual revenue increase 

decision is expected by January 2014. Additionally, Columbia Gas of Massachusetts is 

requesting a $30mm annual revenue increase; a decision is expected by March 2014. Finally, 

NIPSCO Gas is awaiting a decision (expected by year-end 2013) on its unanimous agreement 

with customers to extend 2010 rates through 2020. We also note that NIPSCO Gas plans to file 

its seven-year infrastructure plan by year-end 2013 in order to take effect in 2014; this filing 

should outline targeted spending on aging infrastructure and system integrity as well as contain 

plans to expand natural gas service into rural areas of Indiana.

-$0.03 Electric. Adjusted EBIT of $59mm (net of weather) was lower than our $74mm estimate 

primarily due to a lower effective tariff, partially offset by higher volumes. Specifically, total 

volumes of 4,490 GW hours increased by "6% y/y, mainly due to an increase in wholesale 

usage.

Earlier this month, NIPSCO Electric filed its initial seven-year modernization spending plan for 

~$1B beginning in 2014 (earlier than previously modeled) in order to replace aging 

infrastructure and improve system integrity as outlined under the recently approved SB 560 in 

Indiana. The Indiana Utility Regulatory Commission (IURC) is expected to approve the seven- 

year plan by early 2014 with initiation of the investment soon thereafter. Over the life of this 

initiative, investment spending could total S3-4B, which we estimate adds about $2/sh of NAV.

+$0.03 Corp/Other. EBIT of $8mm was higher than our -$5mm estimate.

Page 2 August I. 2013
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+$0.01 Interest. Interest expense of $l02mm was lower than our S108mm estimate.

+$0.01 Taxes. The effective tax rate of 31% was lower than our 35% estimate primarily due to 

a one-time deferred tax benefit taken. Going forward, the tax rate should remain in the mid-30% 

range.

Exhibit 1: NiSource Valuation
hliSource Inc.

Sum-of-the-Parts Valuation Analysis
Valuation

201SE Multiple Notes:

EiBIIDA by Segment
Gas Distribution $765 9.Ox $6,883
Gas Pipelines $693 11.Ox $7,623 •
Electric $586 9.0x $5,273 •
Other $65 5 Ox

Value of Operations $2,109 9.5x $20,105
Net Debt (YE 2014) ($9,591)
Preferred & Minority Interests
Pension/OPEB Underfunded Obligation ($1,088) 25% ($272)

Gross Risked Net Value
Utica Acreage - Central/Wesl 175,000 0% 0 $5,000 —

Net Equity Value $10,242
Diluted Shares Outstanding 317
$/sh $32.27

1 Average Target Price Irounded): $32.00 1

Valuation Summary;
Current Price $30.72
Current Dividend $1.00
Appreciation Potential 4.2%
Current Yield 3.3%

(Total Return Potential Ta%\

turn htgfief given $48 10-yr pipe modernizabon prgm (see tab) 
tx turn higher given $3-48 t-T t&d modernization prgm (see lab)

esl underfunded at YE 12; risk adjusted at 25% (rest assumes recovery in rates)

Management indicates 150-200k potentially prospective
with geotechnical variability on size of oil window (full acreage position is 300k)

Source: BMO Capital Markets estimates, company data.

Page 3 August 1.2013
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Exhibit 2: NiSource Income Statement

Consolidated Earnings
IS Millions Exccot Per Share Data! 2009A 2010A 2011A 2012A Q1 Q2 Q3 04 2013E 2014E 2015E

Operating Revenues:
Gas Distribution $3,303 $3,096 $2,918 $1,960 $892 $393 $372 $762 $2,420 $2,958 $3,038
Pipelines & Storage 1,241 1,261 1,355 1.462 469 367 270 316 1,420 1,205 1,269
Electric 1,213 1,375 1,428 1,508 377 385 394 355 1,511 1.558 1,603
Other 542 623 m 161 56 68 [25) [32) 6§ (107) [110)
Revenues 6,299 6.335 6,019 5,091 1,794 1.212 1,011 1,401 5.419 5,613 5,600

Operating Expenses:
Cost ol Sales 2.978 2,898 2,556 1,549 688 360 169 372 1.588 1,606 1,603
Operation & Maintenance 1.650 1,654 1.723 1,674 455 453 438 472 1,818 1,849 1.891
DD&A 589 596 538 564 144 143 151 152 591 625 661
Loss (gain) on asset sales 16 1 17 (4) (0) (0) 0 0 (0) 0 0
Taxes and Other 283 287 225 289 87 71 £2 22 307 221 329

Total Operating Expenses 5.516 5.436 5.129 4.072 1.373 1,027 825 1,078 4,303 4,401 4,484

Operating Income 783 899 890 1,020 421 186 186 323 1,116 1.212 1,316
Other:

Equity in Earnings 16 15 15 32 7 8 8 13 36 54 71
Minority Interests 0 0 0 0 0 0 0 0 0 0 0
Other [6) 4 (61) O) 4 13 0 2 17 Q 2

Total Other income 10 19 (47) 31 11 21 8 13 53 54 71

Reported EBIT $793 $918 $844 $1,051 $432 $207 $194 $336 S1.169 $1,267 $1,386
EBITOA $1,383 $1,514 $1,382 $1,615 $576 $350 $346 $488 $1,760 $1,892 $2,046

EBIT Composition
Gas Distribution 328 324 394 409 234 50 17 142 443 497 538
Pipelines $ Storage 389 377 360 398 133 89 95 144 462 500 553
Electric 117 234 210 252 65 60 87 55 267 290 316
Corporate & Other (40) Ui) 022) IS) [2) 2 [£) IS) [2) (21) 121)
Total EBIT $793 $918 $844 $1,051 $432 $207 $194 $336 $1,169 $1,267 $1,386

Interest Expense 399 392 377 416 09 102 107 109 417 455 493
Preferred Distributions of Subsidiaries 2 0 2 Q 0 0 0 0 0 0 0

Financing Expense 399 392 377 416 99 102 107 109 417 455 493

income Before Taxes
Income Taxes

394 526 467 635 334 105 87 227 752 812 893

Current (214) 118 (15) (86) 2 (18) 8 20 11 142 156
Deferred 378 55 ilfi 225 117 51 23 53 250 142 155

Total Income Taxes 165 173 183 219 118 33 31 79 261 284 313
Effective Inc Tax Rale (%) 42% 33% 35% 34% 35% 31% 35% 35% 35% 35% 35%

Net Income From Continuing Operations 229 353 304 416 2)5 72 57 147 492 528 581
Discontinued Operations, net (12) (0) (5) 0 9 (0) 0 0 8 0 0
Change in Accounting 12) (58) 2 2 2§ 0 0 0 36 2 D

GAAP Net Income to Common $218 $294 $299 $416 $261 $72 $57 $147 $536 $528 $581

Adjustments to Core

Asset Impairment 0 0 0 0 0 0 0 0 0 0 0
Gam (Loss) From Disposal (8) 0 0 0 0 0 0 0 0 0 0
Other Non-Recumng Gams (Loss) (40) 11 (74) [17) 0 0 0 0 2 0 0

Total Adjustments (49) 11 (74) (17) 0 0 5 0 0 0 0
Non-GAAP Core Earnings $278 $342 $378 $433 $215 $72 $57 $147 $492 $528 $581

Shares Outstanding (mm)
Avg, Diluted Shares Out 276 280 289 300 312 313 314 315 314 317 328
Avg. Basic Shares Out 275 27H 280 292 311 312 313 314 313 316 327
Period-end basic Shares Out 276 279 282 311 312 313 313 314 314 318 332

Earninos Per Share (Diluted)
GAAP EPS $0.79 $1 05 $1.04 $1.39 SO 83 $0.23 $0.18 $0.47 $1.71 $1.66 $1.77
Core EPS $1.01 $1.22 $1.31 $1.44 $0.69 $0.23 $0.18 $0.47 $1.57 $1.66 $1.77

EPS Growth (core) -19.4% 21.0% 7.4% 10 0% •5.7% 2.2% 243.8% 7.1% 8.8% 6.1% 6 6%

Dividends
Cash per share $0.92 $0.92 $0.92 SO.95 $0 24 SO.25 $0.25 SO.25 $0.99 $1.03 $1 07

Div Growth
Payout Ratio (%)

0.0%
116.6%

0 0% 
87.5%

0.0%
88 7%

3 3% 
68.6%

4.3% 4 2% 4.2% 4 2% 4.2%
57.9%

4 0% 
61.9%

3 9% 
604%

Source: BMO Capital Markets estimates, company data.
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Exhibit 3: NiSource Cash Flow Statement

Cash Flow Slalemenl
(S Millions Exceot Per Share Data) 2009A 2010A 2011A 2012A Q1 Q2 03 Q4 2013E 2014E 201SE

Operating Activities
GAAP Net Income from Cent. Ops 218 292 299 416 261 72 57 147 536 528 581
DD&A 589 59G 538 562 144 143 151 152 591 625 661
DeferreO income lax benefit 378 200 178 305 117 51 23 59 250 142 156
Deferred Revenues A (20) 3 (6) (0) 0 0 0 (0) 0 0
Amortization of premium on debl 13 10 9 10 2 2 0 0 5 0 0
less Gain or loss on assets (4) (0) 0 (4) (0) (0) 0 0 (0) 0 0
less Equity Earnings plus Cash Distributions (15) 7 16 4 (0) (3) (4) (6) 03) (27) (35)
Other non-cash income items 2S m iaa 11 (37) 11 2 2 K$) 2 2

OCF (pre-working capital) $1,219 $1,197 $1,183 $1,295 $485 $276 S227 $353 $1,342 $1,268 $1,363
OCF per share $4.42 $4.27 $4.10 $4.31 $1.56 $0.88 $0.72 $1.12 $4.28 $4.00 $4.16

Wording Capital
Accounts and notes receivable 259 (244) 318 (181) (111) 430 3I9 0 0
Inventory 129 103 (142) 62 255 (182) 73 0 0
less Change of Price Risk Management Activities 0 0 0 0 0 0 0 0 0
Accounts payable (192) 38 (155) 57 25 (145) (119) 0 0
Customer deposit, net 25 (25) (5) (44) (102) (3) (105) 0 0
Other assets 83 (206) (201) 144 (90) 226 136 0 0
Other Liabilities 382 (86) (78) (68) (26) 057) 083) 0 0
Changes in Working Capital 686 (420) (262) (30) (48) 170 0 0 122 0 0

Discontinued Operations (255) 157) (50) 11 17 O) 2 2 11 2 2
Cash Flow From Operations 1,651 720 870 1,276 449 445 227 353 1.475 1.268 1.363

Investing Activities
Capital Spending (to PP&E) (777) (804) (1.125) (1.499) (369) (432) (599) (599) (2.000) (1.830) (1.695)
Purchases of equity investments 0 0 0 0 0 0 0 0 0 0 0
Acquisitions 0 0 0 0 0 0 0 0 0 0 0
Proceeds from asset sales 6 1 9 26 1 0 0 0 I 0 0
Other 109 LUO) (34) 51 1 (40) 2 2 (39) 2 2

Cash Used in Investing (662) (944) (1.149) (1.422) (368) (472) (599) (599) (2.038) (1.830) (1.695)
Discontinued Operations 8 0 fl Ql 122 0 2 2 122 2 2

Investing Cash Flow (655) (943) (1.149) (1.425) (246) (472) (599) (599) (1.916) (1.830) (1.695)

Financing Activities
Sale of Common Stock 26 14 24 384 17 7 12 12 48 48 348
Sale of Preferred Slock 0 0 0 0 0 0 0 0 0 0 0
Sale of IT. Debl 1.460 250 890 988 0 815 400 0 1.215 1.000 500
Redemption of Common Stock (3) (2) (3) (10) (8) (0) 0 0 (8) 0 0
Redemption of Preferred Stock 0 0 0 0 0 0 0 0 0 0 0
Redemption ot L.T. Debt (1.170) (1.071) (287) (332) (427) (24) 0 0 (451) (500) (230)
Change In Notes Payable, 1C, ST Debt (1.061) 1.280 (23) (582) 354 (754) 0 350 (49) 350 0
Payments to Minority Interests 0 0 0 0 0 0 0 0 0 0 0
Diviaends (253) (256) (258) (273) (75) (75) (78) (78) (306) (306) (330)
Other £> 0 (62) 0 0 0 2 2 0 2 2
Cash From (For) Finanong (1.000) 216 281 175 (138) (30) 334 284 449 592 288
Discontinued Operations e S fi e 2 C 0 2 2 2 2

Finanong Cash Flow (1.000) 216 281 175 (138) (30) 334 284 449 592 288

Change m Cash ($4) ($7) $2 $25 S65 (557) (538) $38 58 $30 ($43)
Cash 4 Temp. Inv. Beginning ol Tr. $21 $16 is $12 536 Sifi2 $4£ is 121 $44 524
Cash 4 Temp. Inv. End of Yr. $16 59 512 537 $102 $45 56 $44 $44 $74 $31

Source. BMO Capital Markets estimates, company data.
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Exhibit 4: NiSource Balance Sheet

Balance Sheet
(S Millions Exceot Per Share Data) 2009A 2010A 2011A 2012A Q1 Q2 Q3 Q4 2013E 2014E 2015E

Assels:
Cash & Equivalent 16 9 12 36 101 45 6 44 44 74 31
Restricted Cash 175 203 161 47 23 29 29 29 29 29 29
Receivables 848 1,121 951 1,114 1,254 836 836 836 836 836 836
Allowance for Uncollectable Acts. (40) (41) (31) (24) (32) (32) (32) (32) (32) (32) (32)

Unbilled Revenues 0 0 0 0 0 0 0 0 0 0 0
Underrecovered gas & fuel costs 40 136 21 45 17 1 1 1 1 1 1
Inventories 385 428 566 496 241 420 420 420 420 420 420
ST Assets Price Risk Management 173 160 137 92 58 40 40 40 40 40 40
Regulatory Assets 238 152 170 163 142 146 146 146 146 146 146
Other Current Assets 387 283 262 3M 228 224 224 ?74 7?d 224 774

Total Current Assets 2.224 2,449 2,248 2,352 2,032 1,708 1,669 1,707 1,707 1,737 1.694
Plant & Equipment (Gross) 19,038 19.590 20,470 21,902 22.194 22,644 23,243 23,842 23.842 25,672 27.367
Accumulated DDSA fft 354) 184931 (8,670) (8 986) 19 0761 (9.170) (9.321) P.473) (9.473) 00.0991 00.7601
Plant & Equipment, Net 10,684 11,097 11.800 12.916 13,119 13,474 13,922 14.369 14,369 15.573 16,607

Investments 295 349 356 438 451 469 469 469 469 469 469
LT Assets Pnce Risk Management 238 240 189 56 36 34 34 34 34 34 34
Regulatory Assels 1.644 1,650 1,978 2,024 1,954 1,902 1,902 1,902 1,902 1,902 1,902
Goodwill 3.677 3.677 3,677 3,677 3,666 3,666 3,666 3,666 3,666 3,666 3,666
Intangible Assels 320 309 298 287 284 281 281 281 281 281 281
Other Long Term Assets (S flywheel) 53 168 m 24 24 £S 32 2fi 125 160
Total Assets 19.134 19,939 20,708 21,845 21,636 21,622 22,035 22,525 22,525 23,787 24,813

Liabilities R Equity
Short Term Debt 800 1.417 1,687 1,284 1,221 448 448 798 798 1,148 1,148
Accounts Payables 502 582 435 539 527 471 471 471 471 471 471
ST Liabilities Price Risk Management 190 174 168 95 53 48 48 48 48 48 48
Regulatory Liabilities 44 93 112 172 107 80 80 80 80 80 80
Other 1 575 1 384 1 ?45 1 ?1? 1 067 1 0?1 1 021 1 071 1 071 1 071 1 071
Total Current Llab 3.111 3,649 3.646 3,302 2,974 2,068 2,068 2.418 2,418 2,768 2.768
Long Term Debt 5.988 5,936 6,267 6,819 6,804 7,617 8.017 8.017 8.017 8,517 8,787
LT Liabilities Price Risk Management 170 182 139 20 7 5 5 5 5 5 5
Accumlated Deferred Taxes 2,018 2,243 2,571 2,953 2,980 3,063 3.086 3,145 3.145 3,287 3,444
Regulatory Liabilities 1.559 1.596 1,664 1.593 1,611 1,611 1,611 1,611 1,611 1.611 1.611
Other Liabilities 1 57? 1 409 1 474 1 603 LMS 1.556 1 556 1 556 1 556 1 .556 1 666
Total Liabilities 14,418 15,016 15,711 16,290 15,946 15.919 1E.342 16,751 16,751 17,743 18.170
Preferred Equity/Securities of Consolidated Subsidiaries 0 0 0 0 0 0 0 0 0 0 0
Common Equity 4.717 4,923 4,997 5,554 5,691 5,703 5,693 5,774 5,774 6,044 6,643
Other 0 0 0 0 n 0 0 0 0 0 0
Total Liab & Equity 19.134 19,939 20.708 21,845 21.636 21.622 22,035 22.525 22,525 23.787 24,813

Source: BMO Capital Markets estimates, company data.
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NiSource Inc. (Nl)
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1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012

40
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SMO2014FYEPS< Jul 13 = 1.65 USS)
First Call 2014FY Cons.EPS ( Jut 13= 1.67 USS)

1.5
2011 2012 2013

1.5

FYE EPS PIE OPS Yield% Payout BV P/B ROE
(Dec.) USS Hi - Lo USS Hi - Lo USS Hi - Lo %

1992 1.00 13.5 11.3 0.62 5.5 4.6 62 7.9 1.7 1.4
1993 1.16 15.0 10 7 0 72 5.8 4.1 62 8.3 2.1 1.5 14
1994 1.24 13.3 10.5 0.78 6.0 4.7 63 8.7 1 9 1.5 15
1995 1.36 14.2 10.4 0.84 5.9 4.4 62 9.0 2.1 1.6 15
1996 1.43 14.1 12.3 0.90 5.1 4.5 63 9.2 2.2 1.9 16
1997 1.53 16.3 12.4 0.96 5.1 3.8 63 10.2 2.5 1.9 16
1998 1.59 21.2 14.4 1.02 4 5 3.0 64 9.8 3.5 2.3 16
1999 1.52 20.4 10.8 1.08 6.6 3.5 71 10.9 2.8 1.5 15
2000 1.89 16.7 6.7 1.08 8.5 3.4 57 16.6 1.9 0.8 14
2001 1.30 25.0 14.0 1.16 6.4 3.6 89 16.6 1.9 1.1 8
2002 2.00 12.5 7.3 1.16 8.0 4.6 58 20.1 1.2 0.7 11
2003 1.60 13.7 10.2 0.92 5.6 4,2 58 16.8 1.3 1.0 9
2004 1.61 14.2 12.2 0.92 4.7 4.0 57 17 7 1.3 1.1 9
2005 1.42 18.0 14.4 0.92 4.5 3.6 65 18.1 1.4 1.1 8
2006 1 43 196 13.6 0.92 4.7 3.3 64 18.3 1.5 1.1 6
2007 1.33 20.3 12.7 0.92 5.3 3.3 67 18.5 1.5 0.9 7
2008 1.27 156 8.1 0 92 8.9 4.6 72 17.2 1.1 0.6 7
2009 1.06 14.9 7.3 0.92 11.8 58 87 17.6 0.9 04 6
2010 1.22 14.7 11.6 0 92 6.5 5.1 75 17.7 1.0 0 8 7
2011 1.33 18.0 12.7 0.92 5.5 3.8 69 17.7 1.4 09 8
2012 1 44 16.2 15.0 096 4.4 3.7 67 17.9 1.5 1 2 8

Range*: 25.0 6.7 11.8 3.0 3.5 04

Current* 1.41 20.3 1.00 3.5 71 18.3 1 6 8

Nl - Rating as ol 26-Jun-08 = MM

Growthl%):
5 Year; 1.8 1.7 -0.3

10 Year; •2 0 •1.5 -1 0
20 Year: 1.2 2.1 4.3

‘ Current EPS is the 4 Quarter Trailing to QV2013.
' Valuation metrics are based on high and tow lor the fiscal year.
* Range indicates the valuation range for the period presented above.

Last Price ( July 26. 2013): $31.43 
Sources: IMS Global Insight, Thomson Reuters. BMO Capital Markets.
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Important Disclosures
Analyst's Certification
I. Carl Kirst, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers, 
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 

reitort.

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 of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.

Analysts employed 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 Specific Disclosure
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment banking services within the 

past 12 months.

Disclosure 6: This issuer is a client (or was a client) of BMO Nesbitt Burns Inc., BMO Capital Markets Corp.. BMO CM Ltd. or an affiliate within the 

past 12 months: Non-Securities Related Services.

Methodology and Risks to Our Price Target/Valuation
Methodology: Our target price for Nl is based on a sum-of-the parts valuation. We individually value each one of NTs 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 12-month price target for Nl include: I) 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, 2013)
Rating

Category BMO Rating

BMOCM US 
Universe*

BMOCM US 
IB Clients**

BMOCM US 

IB Clients***

BMOCM

Universe****
BMOCM

IB Clients*****

Stamtine 

Universe ^

Buv Outperform 37.9% 17.6% 52.7% 39.6% 51.0%
53.2% A

Hold Market Perform 56.8% 10.2% 45.9% 53.9% 45.5%
41.1% ™

Sell Underperform 5.3% 3.2% 1.4% 6.5% 3.5% 5.6%

* 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 of Investment 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 of April 5, 2013)
We use the following ratings system definitions:

OP = Outperfonn - 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 return basis;

(S) = Speculative investment;

NR = No rating at this time; and

R = Restricted - Dissemination of research is currently 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 Rating System (January 4, 2010- April 4, 2013):
http://researchglobal.bmocapitalmarkels.eom/document.s/2013/prior_rating_system.pdf
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Other Important Disclosures
Por Olher Important Disclosures on the stocks discussed in this report. please go to 

http://rescarchg1obal.bmocapitaImarkets.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 1 H3.

Dissemination of Research
Our research publications are available via our web site http://www.bmocm.com/rescarclt/. Institutional clients may also receive our research via FIRST 

CALL. Thomson Reuters, Bloomberg, FactSet, Capital IQ, and ThcMarkcts.com. All of our research is made widely available at the same time to all 
BMO Capita! Markets client groups entitled to our research. Additional dissemination may occur via email or regular mail. Please contact your 

investment advisor or institutional salesperson for more information.

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

hUp://rcsearcfiglobal.bmoeapitalmarkets.com/Piiblie/Conflict_Statemem_Public.aspx.

General Disclaimer
“BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes the wholesale ami 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 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 of individual client objectives, should nol 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 Capita! Markets or its affiliates, officers, directors or employees have a long or short position in many of the 
securilies 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., affiliate of BMO Capital Markets Corp.. furnishes 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 of the securities 

included in this report should do so through BMO Nesbitt Bums Inc.

The following applies if this research was prepared in whole or in part by Andrew Brcichmanas, Tony Robson, or Edward Sterck: 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 1% 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 if such ownership exceeds 5% of the equity of the issuer.

To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB. furnish this report to U.S. residents 

and accept 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. and/or BMO Nesbitt Bums Securities Ltd.

To U.K. Residents: In the UK this document is published by BMO Capita! 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. (1) persons who have professional 

experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 

2005 (the “Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant 

persons"). The contents hereof are not intended for the use of and may not be issued or passed on to. retail clients.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and 
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and 
commercial banking clients are served by BMO Harris Bank N.A., Member FDIC. Investment and corporate banking services are provided in Canada and the US 
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A, 
BMO Ireland Pic, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), 
BMO Nesbitt Bums Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO Nesbitt Bums Inc. (Member 
Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private 
Limited in India. "Nesbitt Burns" 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 elsewhere.
TM Trademark Bank of Montreal

©COPYRIGHT 2013 BMO CAPITAL MARKETS CORP.

A member of BMO Financial Group
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NiSource Inc (Nl) B Estimate Change

Model Upload

B EPS Change — We are adjusting our 2Q'13 estimate on Nl to take into account 

updated interest costs and cost tracking mechanism. Our 2013, 2014 and 2015 

estimates change slightly as a result of our updated interest cost assumption and 

actual 1Q’13 balance sheet data.

■ Recommendation — We maintain our Neutral rating and target price.

Neutral 2

Price (22 Jul 13} US$31.08

Target price US$30.00

Expected share price return -3.5%

Expected dividend yield __________3.1%

Expected total return .0.4%

Market Cap US$9,698M

Price Performance 

(RIC: NI.N, BB: Nl US)

USD

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 0.66A 0.24A 0.06A 0.44A 1.39A 1.42A +1-212-816-2825
2013E 0.69A 0.24E 0.16E 0.44E 1.54E 1.55E faiset.khan@citi.com

Previous 0.71E 0.28E 0.13E 0.42E 1.54E na

2014E 0.62E 0.34E 0.16E 0.42E 1.73E 1.67E

Previous 0.79E 0.33E 0.14E 0.41E 1.66E na

2015E 0.82E 0.37E 0.20E 0.46E 1.83E 1.79E

Previous OBOE 0.36E 0.19E 0.45E 1.79E na

Source: Company Reports and daiaCentral, Oli Research FC Cons: Firsi Call Consensus.

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.

Citi Research is a division of Citigroup Global Markets Inc. (the 'Rrm'), which does and seeks to do business with companies covered in its research reports. As a result 
investors should be aware that the Rrm may have a conflict of interesl that could affect the objectivity of this report. Investors should consider this report as only a single 
factor in making their investment decision.

■it! rr
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NiSource Inc (Nl) 
22 July 2013

GAS-ROR-010
Attachment B

NI.N: Fiscal year end 31-Dec 

Profit & Loss (U$$m) 2011 2012 2013E 2014E

Price: US$31.08; TP: US$30.00; Market Cap: US$9,698m; 

2015E Valuation ratios 2011 2012 2013E

Recomm; Neutral

2014E 2015E

Sales revenue 5.967 5.223 5,789 6,227 6,604 PE (x) 24.1 22.3 20.2 17.9 16.9

Cost of sales -3,045 -2,226 -2,589 -2,683 -2,915 PB (x) 1.8 1.7 1.7 1.7 1.8

Gross profit 2,922 2,997 3,200 3,544 3,689 EV/EBITOA (x) 13.2 12.6 11.3 9.9 9.4

Gross Margin (%) 49.0 57.4 55.3 56.9 55.9 FCF yield (%) -1.5 -1.9 -7,8 -5.5 •4.0

EBITDA (Adj) 1,486 1,585 1,774 2,012 2,164 Dividend yield (%) 3.0 3.1 3.2 3.3 3.4

EBITDA Margin (Adj) (%) 24.9 30.4 30.7 32.3 32.8 Payout ratio (%) 71 68 64 59 57

Depreciation -485 -508 -596 -673 -711 ROE (%) 7.5 9.0 8.5 9.7 10.6

Amortisation -54 -54 -54 -54 -54 Cashflow (US$m) 2011 2012 2013E 2014E 2015E
EBIT (Adj) 948 1,024 1,124 1,285 1,399 EBITDA 1,486 1,585 1,774 2,012 2,164

EBIT Margin (Adj) (%) 15.9 19.6 19.4 20.6 21.2 Working capital -264 -30 -297 -53 -25

Net interest -377 -418 -401 403 -403 Other -231 -230 -563 -734 -793

Associates 15 32 22 16 17 Operating cashflow 991’ 1,325 915 1,225 1,346

Non-op/Except -7 2 2 -30 -59 Capex -1,125 -1.499 •1,675 -1,769 -1,754

Pre-tax profit 578 639 748 868 954 Net acq/disposals 0 2 1 0 0

Tax -207 -222 -267 -317 -348 Other -24 75 123 0 0

Extraord./Min.lnt./Pref.div. -2 59 0 0 0 Investing cashflow -1,149 •1,422 •1,552 •1,769 •1,754

Reported net profit 370 477 480 551 606 Dividends paid -258 -277 •305 -323 -347

Net Margin (%) 6.2 9.1 8.3 8.8 9.2 Financing cashflow 281 175 •329 3 -128

Core NPAT 371 418 480 551 606 Net change in cash 73 89 •954 •540 •536

Per share data 2011 2012 2013E 2014E 2015E Free cashflow to s/holders •134 •174 •760 •544 -408

Reported EPS ($) 1.28 1.59 1.54 1.73 1.83

Core EPS ($) 1.29 1.39 1.54 1.73 1.83

DPS ($) 0.92 0.95 0.98 1.02 1.05

CFPS ($) 3.44 4.42 2.94 3 86 4.08

FCFPS ($) -0.47 -0.58 -2.44 -1.71 -1.24

BVPS ($) 17.32 18.51 18.27 17.96 17.23

Wtd avg ord shares (m) 286 298 312 318 330

Wtd avg diluted shares (m) 288 300 312 318 330

Growth rates 2011 2012 2013E 2014E 2015E

Sales revenue (%) 2.6 -12.5 10.8 7.6 6.1

EBIT (Adj) (%) 5.9 6.0 9.9 14.3 8.9

Core NPAT {%) 11.3 12.4 15.1 14.7 10.0

Core EPS (%) 8.1 8.1 10.7 12.5 5.8

Balance Sheet (US$m) 2011 2012 2013E 2014E 2015E

Cash & cash equiv. 172 83 125 87 23

Accounts receivables 856 907 1.151 630 639

Inventory 566 496 241 461 591

Net fixed & other tangibles 14,129 15,091 15.203 15,462 15.718

Goodwill & intangibles 3,975 3.964 3,950 3.950 3,950

Financial & other assets 1,010 1,304 967 1,029 1,010

Total assets 20,708 21,845 21,636 21,620 21,930

Accounts payable 434 539 527 398 367

Short-term debt 1,687 1,284 1,221 1,221 1.221

Long-term debt 6,267 6,819 6,804 6,804 7,164

Provisions & other liab 7,323 7,648 7,394 7,493 7,489

Total liabilities 15,711 16,290 15,946 15,916 16,240

Shareholders' equity 4,997 5,554 5,691 5,704 5.691

Minority interests 0 0 0 0 0

Total equity 4,997 5,554 5,691 5,704 5,691

Net debt 7,782 6,020 7,900 7,937 8,361

Net debt to equity (%) 155.7 144.4 138.8 139.2 146.9

For further data queries on Citi's full coverage universe please conlaci Cili Research Data Services at CitiRsch DataServices Global@citi com
For definitions of the Hots in this lable, please click here

C'datoCentral
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NiSource Inc

Company description

NiSource Inc (Nl) is, primarily, a regulated utility with an integrated network of gas 

distribution, transportation, and storage assets in the Northeast, Mid-Atlantic, and 

Midwest. NiSource also operates an electric utility in Northern Indiana.

The company operates four business units, including Gas Distribution, which 

delivers natural gas in several states; Gas Transmission and Storage Operations, 

which provide interstate natural gas transmission and storage services from the Gulf 

of Mexico to the Northeast; Electric Operations, which consist of NiSource’s 

regulated electric utility, Northern Indiana Public Service Company (NIPSCo); and 

Other Operations, which include energy-related services and a co-generation 

facility.

Investment strategy

We rate the shares of NiSource (Nl) Neutral (2). Nl provides long-term earnings 

power of $1.60+ per share, including growth from expected rate increases at 

NiSource’s utilities. Our estimates do not include i) substantial industrial load growth 

at the utility or ii) the potential for a build out of NTs pipeline and storage assets, 

which have a favorable footprint in the Marcellus Shale, and iii) better than expected 

production results across Nl's mineral right holdings. Monetization of Utica mineral 

rights remains unclear, so we rate the shares Neutral, but initial data is constructive.

Valuation

We average multiple valuation methodologies to derive our $30 target. Our NAV 

yields a value of $27. We value regulated assets at a multiple of rate base. These 

values are partially offset by the company's net debt. Our DDM, which incorporates 

our rate base growth assumptions, values the company at $29. Our P/E and 

EV/EBITDA multiples (2014 estimates) are based on our proprietary analyses, 

which utilize current equity risk premiums, current betas and projected risk-free 

yields. Our P/E and EV/EBITDA analyses yield values of $29 and $33.

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, tariffs 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 earnings (5) Uplift 

from an MLP - Currently, we do not include any uplift from NiSource pursuing an 

MLP strategy. However, significant upside may exist if the Company is able to 

successfully implement this strategy.

If the impact on the company from any of these factors proves to be greater/less 

than we anticipate, it may prevent the stock from achieving our target price or could 

cause the stock price to materially under/outperform our target.

f r ,vlir ”
citivelocity.com
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Appendix A-1

Analyst Certification

The research analyses) primarily responsible for the preparation and content of this research report are named in bold text in the author block at 
the front of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst 
Each of these analyst(s) certify, with respect to the section(s) of the report 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 part of the research analyst's 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.

IMPORTANT DISCLOSURES

NiSource Inc (Nl)

Ratings and Target Price History 
Fundamental Research
Analyst: Faisel Khan, CFA

Date
Q] 1-tJov-10 

dl 31-Jan-11 

ED 2-May-n 
0 8-Oct-ll

Rating
2M
2M
2M

Target Price 
■1800 

•2C 00 

•21 00

Closing Price 
17.17 
1862 

19 52

Slock rating system changed

• Indicates change

NiSource Inc (Nl)
Ratings and Target Price History 
Best Ideas Research 
Relative Call (3 Month)
Analyst: Faisel Khan, CFA

2013

Date
GO 8-Ocl-ll 

[6] 1-Noy-II 

0 23-Apr-12 

IE 25-JuM2

Covered 
Not covered

Rating
•2

2

2
2

Target Price
21.00 

•22.00 

74 00 

•26 00

Closing Price 
21.55 

21.32 

24 30 

25.12

Date
ED 25-OC1-12 

(TO) 1 .May-13

Rating
2

2

Target Price Closing Price 
•27.00 25.54

•30 00 3061

RaCog/target price changes above retied Eastern Standard Time

15

* Indicates change

'^ASONDJFMAMjjASONDjFMAMjjASONDJFMAMJJ 

2011 2012 2013

RatingAerget price changes above relied Eastern Standard Time

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of NiSource Inc

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from NiSource
Inc.

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking 
services from NiSource Inc.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from NiSource Inc in 

the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): NiSource Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: NiSource Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment- 
banking, non-securities-related: NiSource Inc.
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Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its 
affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking 

revenues.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product ("the 
Product'), please contact Citi Research, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance [E6WYB6412478]. In 
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's 
disclosure website at https://www.citivelocity.com/cvr/eppub1ic/citi_research_disdosures. Valuation and Risk assessments can be found in the text of the 
most recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citi Research Equity Ratings Distribution
12 Month Rating Relative Rating

Data current as of 30 Jun 2013 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 48% 40% 12% 6% 88% 6%

% of companies in each rating category that are investment banking clients 53% 50% 45% 58% 51% 49%

Guide to Citi Research Fundamental Research Investment Ratings:
Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk slocks.

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, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return 
fETR') and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The 
Investment 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 Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment 
catalysts 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. 
thus, not derive an ETR. Analysts may place covered stocks 'Under Review" in response to exceptional circumstances (e g. lack of information critical to the 
analyst’s thesis) affecting the company and i or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will 
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our 
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation. 

Relative three-month ratings: Citi Research may also assign a three-month relative call (or rating) to a stxk lo highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific 
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the 
company. Absent any specific calalysl the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration, 
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which 
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distiibution-disdosure rules, most preferred calls correspond to 
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stxk not assigned lo a most preferred or least preferred call is 
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we xrrespond NRR lo Hold in our ratings 
distribution table for our 3-month relative rating system. However, we reiterate Ihat we do not consider NRR to be a recommendation.

Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both 
price volatility and fundamental criteria, were: Low (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 (forxast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally, 
analysts could have placed covered stocks "Under Review' in response to exceptional circumstances (e g. lack of information critical to the analyst's thesis) 
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed ‘Under Review' were monitored daily by 
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets 
(US, UK. Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stxks. 15% or 
more for Medium-Risk stxks, 20% or more for High-Risk stxks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stxks, 0%-15% 
for Medium-Risk stxks, 0%-20% for High-Risk stxks, and 0%-35% for Speculative stocks): and Sell (3) (negative total relurn). For securities in emerging 
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin Amenca), investment ratings were:Buy {1) (expected total return of 15% or more for 
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk slocks, and 40% or more for Speculative slocks); Hold (2) (5%-15% for 
Low-Risk stxks, 10%-20%for Medium-Risk stxks, 15%-30% for High-Risk stxks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low- 
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will bxome 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 slxk’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 below other than those identified 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 subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst acxunt. The legal entities employing the authors of this report are listed below;

Citigroup Global Markets Inc Faisel Khan, CFA ___ .

OTHER DISCLOSURES ~ ~

The subject company's share price set out on [he front paged this Product is quoted as at 22 July 2013 09:50 AM on the issuer's primary market.
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For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(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 the 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 of the disclosures made in the Important Disclosures section of the Product. The Firm’s research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The 
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

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 corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding lax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the 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.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citi Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSLNo. 240992), participant of 
the ASX Group and regulated by the Australian Securities & Investments 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 to Australian Private Banking wholesale clients through bankers and relationship managers. If there is any 
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup 
companies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in Brazil by 
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissao de Valores Mobiliarios, BACEN - Brazilian Central Bank, APIMEC - 
Associagao dos Analistas e Profissionais de Investimento do Mercado de Capitals and ANB1D - Associagao Nacional dos Bancos de Investimento. Av. 
Paulista. 1111-11° andar- CEP. 01311920- Sao Paulo - SR If the Product is being made available in certain provinces of Canada by Citigroup Global 
Markets (Canada) Inc. (‘CGM Canada*), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 

2M3. This product is available in Chile through Banchile Corredores de Botsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul Cezanne, Seme, Paris, France. The Product is distributed in 

Germany by Citigroup Global Markets Deutschland AG (’CGMD*), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 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 its content. Citigroup 
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong 
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank 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. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia 5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudtrman Kav. 54-55, Jakarta 12190. Neither this Product nor any 
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred 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 regulations, 
and may not be offered or sold within the territory of the 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 available in Israel through Citibank NA, 
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba’ah St, Tel Aviv, Israel. The Product is made 
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. Viadei Mercanti, 12, Milan, 20121, 
Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ('CGMJ'). which is regulated by Financial Services Agency, Securities 
and Exchange Surveillance Commission. Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under
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license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm’s Citi Velocity website. If 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 by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association 
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■sw-EVTSP
NCREASEiTARGETiPRJCE:

Holding Outlook, also Holding Neutral Rating 
with Valuation at 10-Yr High

» Keeping Rating at Neutral, Valuation Remains Lofty: Our TP increases 
by $1. to $32, based on a projected price to earnings multiple of -17x-19x 
2015E EPS. Together with NTM dividend of $1.01, this translates to a total 
return of approximately (0%)-10% with a mid-point of 5%, which is ~ 600bp 
below our median total return expectations for mid-stream MLPs. While we 
have a slightly negative bias, we acknowledge continuing robust demand for 
low risk, yield-oriented investments such as that offered by Nl which has a 
broader investor base than MLPs.

a Holding 2013 Estimate (at Guidance Midpoint) and 2014/15 Forecasts:
2Q:13 results were a penny above our estimate, and we are holding our 
2013 estimate at $1.55 which is the midpoint of NTs reiterated guidance of 
$1.50-$1.60/share. We are also holding our 2014/15 estimates at $1.65/1.75.

■ Risks: Nl’s low risk business model of regulated assets operating in a 
relatively benign regulatory environment, highly visible investment 
opportunities in each of Nl’s segments together with a 3.2% dividend has 
appeal to defensive, yield-oriented investors. However, we would expect that 
flare-ups in the macro political, economic, or financial environment could 
result in a pull-back in the valuation of the shares given that Nl is trading at 
over 5 turns above its forward P/E average and its peers are trading at 
approximately 6.5 turns above the forward P/E average.

Share price performance

DailyJul31,2012-Jul 31.7013. 7/31/12* U5$2i.b9

JuM2 OcM? Jan-13 Apr-13 JuM3

Pries -----------IndQueo S&P 500INDCX

On 0//3i/i3the S&P 500/NDEX ctosotf or KiH5 73

Quarterly EPS Q1 Q2 Q3 Q4
2012A 0.73 0.23 -0.10 0.44
2013E 0.69 0.23 0.15 0.48
2014E 0.72 0.26 0.19 0.48

Financial and valuation metrics

Year 12/12A 12/13E 12/14E 12/15E
EPS (CS adj.) (USS) 1.43 1.55 1.65 1.75
Prev. EPS (USS) — ___ ___ —

P/E (x) 21.5 19.9 18.6 17.6
P/E rel. (%) 132.2 129.9 134.7 140.8
Revenue (USS m) 5.070.0 5.616.5 5,858.3 6.240.4
EBITDA (USS m) 1,633.3 1.717.9 1.911.4 2,069.5
OCFPS (USS) 4.26 5.16 4,44 4.71
P/OCF (x) 5.8 5.9 69 6.5
EV/EBITDA (current) 10.8 10.2 92 8.5
Net debt (USS m) 8.067 8,529 9.171 9.434
ROIC (%) 5.13 5.18 5.43 5.54
Number of shares (m) 312.04 1C (current. USS m) 13.621.20
BV/share (Next Qtr., USS) 18.5 EV/IC (x) 1.3
Net debt (Next Qtr.. USS m) 8.321.0 Dividend (current. USS) 0.99
Net debt/tot cap (Next Qtr., %) 146.6 Dividend yield (%) 0.81

Source Company data. Credit Suisse estimates.

DISCLOSURE APPENDIX CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS, INFORMATION ON 
TRADE ALERTS, ANALYST MODEL PORTFOLIOS AND THE STATUS OF NON-U.S ANALYSTS. US Disclosure: Credit 
Suisse does and sefiks 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 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 NTs operating earnings. Nil's gas distribution 
operations serve 3.3 million customers across seven states. Nl’s gas transmission and 
storage operations comprise 15,000 miles of pipe and 639 billion cubic feet of storage 
capacity. The electric operations consist of its Northern Indiana utility, Northern Indiana 
Public Service Company (NIPSCO), which serves approximately 458,000 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 holds substantial acreage.

Nl also has an inventory of project opportunities of ~$10 billion in its regulated Gas 
Distribution segment, $6-$8 billion in its regulated electric segment and $8-$10B in its Gas 
Transmission and Storage Segment. Importantly, we believe Nl has the liquidity ($1.4B), 
balance sheet, and opportunity set in place to maintain an annual cap ex program of $1.5- 
1.8B (closer to ~$2B this year).

Outlook: Holding Our Forecast

■ Q2 was modestly ahead of our number and we are holding our forecasts for 
2013-15: Nl Slightly beat our 2Q numbers but this was helped by a gain from 
insurance proceeds and AFUDS earnings, as core earnings came in slightly below 
primarily owing to higher costs in the gas transmission and storage segment. To factor 
in these higher costs, we are trimming our 3QE EPS by $0.03/share although we are 
raising our 4QE by $0.02/share helped by some items that are 2H tailwinds (Columbia 
Gas of PA rate case effective July 1, IRP filing in Ohio in May, etc ). Overall, this 
keeps our 2013E EPS at $1.55/share. We are maintaining our 5-7% EPS growth 
outlook through 2016.

■ Modeling 4% Dividend Growth: Our forecasted 4% growth rate is consistent with 
management growth guidance of 3-5% dividend/share and 60-70% payout.

■ Liquidity: Nl had a net available liquidity from its revolving credit facility and stand-by 
letters of credit of ~$1.4B at the end of 2Q13.

“ Cap Ex Forecast of $25-$30b over the long term: Nl has a total inventory of 25- 
$30b (equivalent to $1.5-$1.8B/year) in infrastructure focused investment 
opportunities over the next 15-20 years. With the earnings report, Nl raised their 2013 
capex forecast to $2B, with a significant driver being increased investment in tracked 
infrastructure replacement and modernization programs.

■ MLR Option Not Discussed: We believe management still views an MLP as a viable 
option to help finance growth of its midstream business but we now do not expect Nl 
to pursue this strategy for at least the next few years. Once again, the issue was not 
raised on the conference call. With valuations rising at Nl, we view the MLP option as 
lower likelihood as Nl has a wider investor universe than MLPs and with valuations 
rich, we see less potential valuation uplift should Nl decide to put its Columbia 
operations into an MLP structure.
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Exhibit 1: Holding 2013E EPS Overall - Cutting 3QE, Raising 4QE, Holding 2014E EPS at $1.65/share, Holding 2015E 

EPS at $1.75/share 
i Earnings Variance

Old estimates New estimates

2Q13E 3Q13E 4Q13E 2013E 2014E 2015E 2Q13A 3013E 4013E 2013E 1G14E 2Q14E 3014E 4Q14E 2014E 2015E

Segment EBITDA

Gas Distribution 103 77 190 652 703 760 102 71 187 642 292 110 83 203 688 745

NIPSCOEtecrt 119 152 127 526 545 578 119 147 127 521 123 121 155 135 535 567

Gas Transmission & Strrage 128 121 169 576 671 742 115 107 175 556 204 163 137 184 687 757

Qher i (10) (6) 19) (18) (18) 2 (5) (1) (1) d) 8 (5) (1) 1 1

Total EBITDA(recumng) 354 340 480 1,745 1,901 2.062 338 320 488 1,718 618 401 371 522 1,911 2,070

Segment EBIT

GasDtSbuKn 53 26 138 451 483 522 52 20 135 440 238 55 27 146 466 504

MPSCOEtecrc 55 87 61 268 276 297 59 82 61 263 57 54 88 67 265 286

Gas Trar'smsson & Scrags 101 92 139 466 540 592 89 78 145 445 172 131 104 149 556 606

' Orier 1 (12) (9) (24) (29) (30) (4) (7| f<) (15) (4) 5 (81 (4) (11) (12)

•Total EBIT (recum'nq) 210 193 330 1,161 1270 1,380 195 173 338 1,133 464 244 211 358 1,277 1,384

InBreslExperse 102 105 109 415 467 518 102 103 107 410 110 117 119 121 468 518

Oher Expenses 0 0 0 (A) 0 0 (13) 0 0 (17) 0 0 0 0 0 0

Taxes 36 31 78 266 285 311 33 25 81 257 125 45 32 84 287 312

Recurrina Net Income 70 57 142 485 518 552 73 46 150 484 226 82 59 153 522 555

DAiBO Wt) Avg shares OuEBndng 312 312 313 312 314 316 313 314 314 313 315 315 316 316 315 317

Recurring EPS • Diluted 50.22 SO.18 SO.45 SI.55 S1.65 S1.75 $0.23 SO.15 S0.48 SI.55 $0.72 S0.26 $0.19 S0.48 $1.65 $1.75

Dividend per share SO.24 S0.25 $0.25 $0.98 S1.02 $1.06 $0.25 $0.25 S0-25 SO.99 SO.25 $0.26 $0.26 $0.26 $1.03 $1.07

Financing & Credit Metrics

Toai Debt/tobi Cap 59.0% 60.0% 60.0% 60.0% 60.7% 59 2% 58.6% 59.6% 59.8% 59 8% 60 6% 60.9% 61.4% 60.6% 60.6% 59.1%

NetDPbt'ToBlCap 58.7% 59.7% 59.7% 59.7% 60.4% 58 9% 584% 59.4% 59.7% 59.7% 60.4% 60.8% 61.3% 60 4% 60.4% 58.9%

Net DebU Equity 142.3% 148.4% 148.1% 148.1% 152.7% 143 6% 1406% 146.6% 148.2% 148 2% 1528% 155.2% 158.2% 152.8% 152.8% 143.6%

Booli Value Per Share $18.30 $1826 $18.50 $1854 $19.21 $20.89 $1821 $18.10 S1832 $18.39 $1881 $1882 $1876 $18.99 $1904 $20.70

NetD#b!7 TTM EBITDA 5.lx 4.9x 4.9x 4.9x 4.8x 4 6x 51x 4.9x 5 Ox 5 Ox 5 1x 5.Ox 5.0x 4 6x 4.8x 4.6x

Source: Company data, Credit Suisse estimates
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Exhibit 2: 2Q:13 Results Slight Ahead of Our Estimates Helped by Gain from Insurance Proceeds, AFUDC Earnings
fEamings Variance, i
' 2Q13 2Q13 CS Diff. 2Q12

Actual Estimate Diff. (%) Actual Comments
Segment EBITDA

Gas Distribution 102 103 (1) -1% 103

NIPSCO Electric 119 119 (0) 0% 121
Gas Transmission & Storage 115 128 (13) -10% 125 Higher O&M costs

i Other 2 4 (2L -50% 1
!Tota! EBITDA(recurring) 338 354 (16] -4% 350

Segment EBIT
Gas Distribution 52 53 (1) -3% 55

NIPSCO ElecTic 59 55 3 6% 60

Gas T ransmission & Storage 89 101 (12) -12% 92

Other ____ 1 (6) -498% VL

Total EBIT (recurring) 195 r 210 (16) -7% 202
Interest Expense 102 102 (0) 0% 103

! Other Expenses (13) 0 (13)r NM (3) Gain from Insurance Proceeds, AFUDC

i Taxes 33 38 (5) -13% 35

Recum’nq Net Income 73 70 3 4% 67

Diluted Wtd Avg shares outstanding 313 312 2 1% 296

Recurring EPS • Diluted $0.23 $0.22 $0.00 0% $0.23

Dividend per share $0.25 $0.24 $0.01 4% $0.24

Financing & Credit Metrics
Total Debt/Total Cap 58.6% 59.0% -0.5% -0.8% 60.7%

Net Debt/Total Cap 58.4% 58.7% -0.3% -0.5% 60.6%

Net Debt/Equity 140.6% 142.3% -1.7% -1.2% 153.7%

Book Value Per Share $18.21 $18.30 ($0.10) ($0.01) $17.26

Net Debt/TTM EBITDA 5.1x 5.lx O.Ox O.Ox 5.0x

Source: Company data, Credit Suisse estimates

NiSource Inc. (Nl) 4
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Valuation

a We are raising our target price by $1, to $32, based on a valuation range of $30-$33 
tied to a projected price to earnings multiple of ~17-19x 2015E EPS. The stock trades 
at price to earnings multiples of -19x NTM and ~17.6x 2015E, respectively.

a Applying “normal" valuation multiples to NTs three segments results in a valuation of 
$28 - below where Nl currently trades and a 16x multiple on Nl’s 2015E EPS of 
$1.75/share.

Exhibit 3: Sum of the Parts Valuation
|ffTB • Nent Tw»tv» Menth$ Va!u*tlon

NTM NTM Multiple EntefpriseV*lue/_Equity Value

FRIT O&A EBITDA INI Metric Low Base Hiqh Low Base Hioh

El£H*ic Sorvicos 25-1.1 263.5 169 7 P€ 16 Or 18 Ok 20 0> 2,7158 3.055 2 3.394 7
NaM'al Gas UlMes -142 7 2124 660 2 EV/EBlTDA 9 0. 100« 11 Oi 5,9414 6.601.5 7.261.7

Irs^smssjon and 526 6 1215 64 8 4 EVIEBllDA 19 0. 11 Oi 12 0. 6.463.6 7,1319 7.780 3

Total Enterprise / Equity Value 15,140.7 16,788 7 11.435.7
Ca^ & EquivSenB * !3i 73 8 73 9
St«(MN(n Dotl 448 4 4484 4484
Lonq-trmDBU 7,615 7 7,6187 7,6167

[sssNetOebl 7,991.3 7,991.3 7.991.3
Total Equity Value 7,149.4 8.797.4 10.445 4

Shat OutetCTdrg 313 313 313
Per Share $22.83 $28.09 $33.35

CurrenlShaia Piles (Feb 19, 2013) $30 72 $30.72 $30 72
ReV'i' 12259) 15*) 1236

Dividend Mi lhae (Estl $099 $0.99 $0 99
Drritend Yeti 3% JX

Tol3lRoiurn |f9%J !2%! IS*

SOlSEEPS $1.75 $1.75 $1.75
Implied PIE 13.lx -.16.1x 19.1x

, "fiiifdb- J
' $28.00

lirplledP/E 18ta

'Source: Company da/a, Credit Suisse estimates
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Exhibit 4: Valuations Are Extended on a Forward P/E Basis: Nl Trading Over 2 Standard Deviations Above Its Average 

Multiple and Its Peers Are Trading Over 3 Standard Deviations Above their Average P/E Multiple

Forward P/E - Nl vs Peers

Both Nl and its peers are trading at the high end of the forward P/E ranges for the last 10 
years. Nl has averaged 14.1x forward P/E and its peers have averaged 14.8x forward P/E. 
As of July 30, Nl trades at 19x forward EPS or 89% of the peer group and a 1.4x discount 
to the peer group at 21.4x. Nl trades on average at 100% of (at parity with) the S&P 500 
and currently at 127% of the S&P 500 while its peers trade on average at 106% of the 
S&P 500 and are currently at 143%. The premium for Nl and peers to the broader market 
is on account of the stability of the cash flows relative to the broader market, particularly in 
light of supportive Federal Reserve policy that is expected to continue until at least 2015. 
Consequently, we are seeing investors looking past the NTM to 2015 expected earnings 
for names such as Nl.

NiSource Inc. (Nl) 6
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Risks
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. It 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.

Of the ~$2B in cap ex for 2013, $520mm is for age and condition and the remaining 
portion is for growth and tracker investments which effectively have support from Nl's from 
the state regulatory authorities in which it operates.

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 --27% YTD with no meaningful change in earnings 
outlook. The shares yield 3.2% and the company is guiding to 3-5% dividend growth giving 
7% annual return potential all else being equal. The Federal Reserve has indicated 
intention to provide monetary policy support through 2015 in the form of continuing 
aggressive purchases of US government issues. 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 Inc. (Nl) 8
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HILLIARD LYONS

COMPANY UPDATE

Key Metrics
NI - NYSE (Price as of 7/30/13) S30.85

Price Target NA

52-Week Range S31.48 - $23.14
Shares Outstanding (mm) 312.2
Market Cap. (Smm) $9,631

3-Mo. Averaae Daily Volume 2,008.000
Institutional Ownership 81.0%

Debt/Total Capital (6/30) 58.6%
ROE (ttm) 7.7%

Book Value/Share $17.82
Price/Book Value 1.73x

Indicated Dividend / Yield $1.00 3.2%

Dividend Cycle Feb., May. Aug., Nov.

EPS FY 12/31
Prior Prior Curr.

2012 2013E 2013E 2014E 2014E

10 - -

20 - -

30 - -

40 - -

Year $1.46 $1.55 $1.67
P/E 21.lx 19.9x 18.5x

Payout 66% 65% 60%
Note: Figures exclude non-recurring items

Revenue ($mm)
Prior Prior Curr.

2012 2013E 2013E 2014E 2014E
10 - -

20 - -

30 - -

40 - -

Year $5,070 $5,300 - S 5,7 50

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 energy? to 3.7 

million customers located within the high-demand energ\’ 
corridor stretching from the Gulf Coast through the 
Midwest to New England. Generation sources: Coal 77%, 
Natural Gas 22%, Hydro !"/<>.

Electric Utilities
David Burks 

J.J.B. Hilliard, W.L. Lyons, LLC
502.588.8648 / DBurks@hilliard.com 

July 31. 2013

NiSource Inc.
NI- NYSE - Neutral -2

Company reports solid second quarter earnings
and reaffirms 2013 earnings guidance

Investment Highlights

• NiSource reported second quarter net operating 

earnings of $0.23 per share versus $0.22 per share 

earned in the second quarter of 2012 and in line 
with expectations. These results include the impact of 
a 24 million share $340 million equity issuance done 
last September. The company's Columbia pipeline 

group operations and electric operations segments saw 

their earnings contributions decline slightly in the 
second quarter. NTs gas distribution operations 

division posted a modest gain in the period. In sum, it 
was yet another solid quarter for NI, in our view.

• Management reaffirmed 2013 earnings guidance of 
$1.50 to $1.60 per share. The outlook is expected to 
be driven by the ongoing execution of its infrastructure- 
investment programs and a modest and gradual 

economic recovery. We are maintaining our 2013 EPS 
estimate of $1.55. In addition, we are maintaining our 

2014 EPS estimate of SI.67 per share.

• The company raised its planned 2013 capital 
expenditures to $2.0 billion, up from $1.8 billion 
previously. Virtually all of these additional capital 
investments are allocated to track infrastructure 
replacement and modernization programs. This is part 

of the company's large ongoing capital investment 

program and we note approximately 75% of these 
investments remain focused in accretive growth. Also, 

the company recently liled a seven year electric plan 
for its electric operations in Indiana.

• We believe NiSource is fairly valued. However, we 
think NI has a positive fundamental outlook. 
Management is continuing to target annual earnings 

growth of 5% to 7% and growing the dividend by 3% 
to 5% annually. We would maintain positions in NI 

and regard it as a well positioned core holding.

Note Important Disclosures on Pages 2 and 3. 
Note Analyst Certification on Page 2.

J.J.B. Hilliard. W.L Lyons, LLC | Member NYSE, FINRA & S1PC Equity Research



NiSource Inc.

GAS-ROR-OIO
Attachment B
Page 48 of 74

July 31,2013

Additional information is available upon request.

Analyst Certification

I, David B. Burks, hereby certify 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 1 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

Milliard 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 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.

Suitability Ratings
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 narrow customer or product base

Hilliard Lyons ratings fer Nl (NISOURCE INC) 
Closing Price Jul 30,2013:1130.85

08/03/10 07/31/12
N:$1B.72 N:$25.63

T:N/A T:N/A

i

^ j

Oct 2011 Apr Jul Oct 201“

Legend:

N=Neutrjl. T=Price Target 

^Reiterated Neutral

J K [!

W
25

20

15
Apr Jul Oct 2013 Apr Jul

® Inve.isr; .com

Hilliard Lyons Equity Research 1 Electric Utilities
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Hilliard Lyons Investment Banking
Recommended Issues Provided in Past 12 Mo.
# of %of

Ratina Stocks Covered Stocks Covered Bankina No Bankina
Buy 50 36% 14% 86%
Hold/Neutral 82 59% 16% 84%
Sell
As of9 July 2013

7 5% 0% 100%

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. Hinployees of J.J.B. Milliard, 

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 linn 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 infonnation 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 3 Electric Utilities
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ENERGY: Multi- Utilities
Quick Alert

KoyBanc
Capital Markets

NiSource, Inc. (BUY)

Nl - Quick Alert: 2Q13; Results in Line, Projects on Track

KeyBanc Capital Markets Inc. Paul T Ridzon: (216) 689- 0270 — Dridzon@kev.com
Member NYSE/FINRA/SIPC

KEY INVESTMENT POINTS 
July 30, 2013 Close: $30.85
2Q13 KBCM EPS Estimate: $0.24 (Consensus: $0.23)

2013 KBCM EPS Estimate: $1.55 (Consensus: $1.55)

2014 KBCM EPS Estimate: $1.65 (Consensus: $1.67)

2Q13 Actual Results (vs. 2Q12):
• Ongoing EPS were $0.23 vs. $0.22; GAAP EPS were $0.23 vs. $0.23.

• Results were slightly below our estimate of $0.24 and consistent with consensus of $0.23.

• Relative to our estimate, the electric segment results were slightly lower.

• Growth projects remain on track in all segments. The 2013 capex budget was increased by $200 million to $2 billion, with most of 

the incremental spend directed at projects with trackers.

• The earnings release has few incremental details on growth projects, which we expect will be fully discussed at the September 

12 investor day.

Guidance: Maintained 2013 ongoing weather- adjusted guidance of $1.50- $1.60 per share. m

2Q Highlights:
• Gas Distribution operating earnings were $0.7 million higher on new rates in Ohio and higher usage, which drove a $21 million 

revenue increase. The higher top- line was partly offset by employee costs, property taxes depreciation related to new investment 

and environmental costs.

• Columbia Pipeline Group reported lower results (operating earnings of $88.8 million vs. $91.3 million) on lower revenues ($7.7 
million) resulting from the customer settlement enabling the first phase of the $4 billion- $5 billion modernization project. These 

lower revenues were partly offset by lower depreciation. Employee costs rose over the prior- year quarter.

• Electric operations earnings were $58.6 million vs. $59.7 million due to higher revenues being more than offset by employee costs, 

depreciation and storm costs. We did not foresee storm costs in our estimate. Cooling degree days were 9% above normal and 

34% below 2Q12.

Initial Take: We expect a neutral response to in line results. The announced increase in 2013 capex is likely to be viewed positively.

9:00 AM ET Conference Call #: (866) 515- 2907; ID#: 79955813
We will be focused on:
• Detail on 2013 earnings distribution given year- to- date results are slightly down

• Color on pace of development activity in the Utica/Marcellus

• Drilling updates on adjacent acreage

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2 - 3 OF THIS NOTE.

1
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KeyBanc Capital Markets Inc. 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. 

We have managed or co- managed a public offering of securities for NiSource, Inc. within the past 12 months.

Rea 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 ait 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.

Three- Year Rating and Price Target History

f Rating and Price Target Historyifor: NiSource, lnc7{NI) as.;6f 07-30-2013

Created by BlueMatrix

Rating Disclosures

Distribution of Ratings/IB Services Firmwide and by Sector

KeyBanc Capital Markets

IB ServfPast 12 Mos.

ENERGY

IB ServfPast 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY] 227 44.34 50 22.03 BUY [BUY] 30 44 78 19 63.33

HOLD [HOLD] 275 53.71 62 22.55 HOLD [HOLD] 37 55 22 15 40.54

SELL [UNO] 10 95 4 40.00 SELL [UND] 0 0 00 0 0.00

2
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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 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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NORTH AM ERICA

Stock Rating 

Equal-weight

Industry View

Attractive

July 31,2013

NiSource, Inc.
Right Down the Fairway

Nl reported 2Q13 results right in-line with our 
estimates. We maintain our Equal-weight rating 
($30 price target; $36 Bull case).

2Q13 results: Nl reported operating earnings of 
$0.23 in-line with MS I Consensus estimates of 
$D.23/$0.23. While Nl continues to capitalize on its 
well-positioned midstream asset base and much 
improved utility profile, we believe Nl is largely 
discounting a solid growth outlook (MSe 7.9% EPS 
growth in 2014e and 5.6% in 2015e; with 4.2% dividend 
growth each year). Nl shares are +24% ytd and trade 
right on top of our current sum of the parts value of 
$30.19 (which includes $2 - 3/sh of new Utica project 
pot’l). While Nl shares could continue to see support 
given its low-risk profile and attractive risk-adjusted 
utility and midstream growth attributes, we remain 
Equal-weight rated. We would look to get more 
aggressive on any price pull back or new information on 
northeast build out. Nl maintained 2013 EPS guidance 
of $1.50 - 1.60 (MSe at $1.54), but increased its capital 
budget to $2.0b (MSe **$2.0b). Upcoming drivers for the 
stock will be execution of midstream and infrastructure 
opportunities along with its upstream Utica JV initiatives. 
Nl trades at -11.4x 2014 EV/EBITDA and 18.6x P/E.

Segment results. Electric Operations EBIT decreased 
to $58.6m vs. $59.7m y/y with higher costs offsetting 
higher revenues. Gas Distribution Operations EBIT 
increased to $51.8m from $51.1m in 2012 due to higher 
revenues from increases in regulatory and service 
programs. Columbia Pipeline Group EBIT decreased to 
$88.8m from $91,6m y/y due to lower revenues 
associated with the 2012 customer settlement on 
Columbia Transmission.

No material change to project backlog. Pipeline 
modernization ($300m / year), Marcellus/Utica 
infrastructure ($1 - 2b currently), and a self-funded Utica 
minerals arrangement are just some examples of the 
fuel that should support a multi-year 5 - 7% earnings 
growth rate. We look for further project identification and 
more Utica results before revisiting our risk-reward.

Morgan Stanley s Co. llc Stephen J' Maresca, CFA
Stephen. Maresc3@morganslanley.com
♦ 1 212 761 8343 . -

Robert S Kad
Robert.Kad@rf>organstan!ey com 
♦1 212 761.6385

Shaan Sheikh, CFA
Shaan.she1kh@morg3nstaniey.com
♦ 1 2127614573. ” -

Brian Lasky
Brian.Lasky@rnorganstanley.com 
♦1 212 761 7249'

Key Ratios and Statistics

Reuters: NI.N Bloomberg: Nl US
Diversified Natural Gas / United Slates of America

Price target $30.00
Shr price, close (Jul 30, 2013) $30.85

MM cap, curr (mm) $9,669

52-Week Range S31.48-23.15

Fiscal Year ending 12/12 12/13e 12/14e 12/15e

ModelWare EPS{$) 1.44 1.54 1.66 1.75
Prior ModelWare EPS ($) - 1.54 1.66 1.76
PIE 17.3 20.1 18.6 17.6
Consensus EPS ($)§ 1.45 1.55 1.67 1.79
Div ylfl (%) 3.8 3.2 3.3 3.5

Div per shr ($) 0.95 0.99 1.03 1.07

EBITDA ($mm) 1,645 1,659 1,796 1.895

EV/EBITDA 10.3 11.8 11.4 11.2

Shrs out. diluted, avg (mm) 300 313 313 313
Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare 
framework (please see explanation later in this note).
§ = Consensus data is provided by Thomson Reuters Estimates 
e = Morgan Slanley Research estimates

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. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their investment decision.

For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report.
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NiSource (Ni, Equal-weight)

Risk-Reward View: Strong Marcellus + Utica Midstream Potential

$36.00 (*17%)

$30.00 (-3%) ♦

$24.00 (-22%)

Jan-14 JuM4

Current Slock Price

Source: ThomsonOrre. Morgan Stanley Research

Price Target $30 Derived from base case average of four valuation methodologies

Bull Case 
$36

llxGT&S

•13e

EBITDA.

9.0x Electric

EBITDA

Increasing Marcetlus/Utica market share and utilities 
outperform; more projects, potential MLR creation. NI 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 
$30

10.0x GT&S

‘13e

EBITDA,

9.0x Electric

EBITDA

Executing on Marcellus opportunities with a modest recovery 

in utility segments. NI places Marcellus growth projects on 

budget and on time. Industrial electric generation deliveries 

continue to stabilize/slighlly recover.

Bear Case
$24

9x GT&S

•13e

EBITDA. 8x

Electric

EBITDA

Marcellus opportunities fail to materialize. Marcellus regulation 

issues persist, prolonging development. The required 

infrastructure projects are delayed causing NI to push back 

expansions.

Sum-of-the-Parts Breakdown (one part of price target methodology) 
I !—7—r TT . - "‘•■Vi ' •.—— ■•■■■■     ' :------- .. . .
___ ■ P W V- a , -S .v •

:»/snare!

Gas Distribution $ 6,374 $ 20.35

Gas Transmission & Storage 5,836 18.63

Electric Utility 4.280 13.66

Utica 938 2.99

, Value per Share $ 17,426 $ 55.64 |

Net Debt (7,972) (25.45)

,Net Equity Value $ 9,455 $ 30.19 '

Shares Outstanding {in mm) 313.2
Source: Morgan Stanley Research

Why Equal-weight?

• Restored earnings power at 

regulated utilities segments.

• Numerous midstream opportunities 

surrounding its existing pipeline 

systems in the Marcellus + Utica 

provide exceptional long-term value, 

but also come with it increased capex 

and possibly heated competition.

• Stock trades closer to fair value on 

multiples and a sum of the parts 

(SOTP) basis.

Key Value Drivers
• Executing Marcellus + Utica 

midstream projects on time and below 

budget.

• Execution on its regulatory agenda 

(e.g., infrastructure modernization plan, 

filing rate cases, implementing trackers 

/ cost recovery mechanisms).

• Stable dividend with potential 4 - 

5% annual growth.

Potential Catalysts
• 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 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.

2
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Exhibil 1

Nl: Earnings Results and Preview
(amounts in 000s, except per unit)

Operating Revenues 
Gas Distribution

Gas Transportation and Storage

Electric

Other

Total operating revenues

Operating Expenses 
Cost of Sales

Operation and maintenance 

Depreciation and amortization 

Other taxes

Total operating expenses

Equity Earnings (Loss) in Uncon. Affiliates

EBIT

EBITDA

Interest expense, net 

Other income

Total other income and expenses

Earntpgs From Cont. Oper. Bef. Inc. Taxes 
Income tax (provision)

Net Income (Operating)
Average U of Shares Outstanding

Net Income per Share (Operating)

Net Income per Share (GAAP)

Segment Data

Gas Distribution (MMDth)
Residential 

Commercial 

Industrial 

Off System 

Other

Gas Transmission & Storage (MMDth)
Columbia Transmission 

Columbia Gulf 

Crossroads Gas Pipeline 

Intrasogment eliminations

Electric Operations (Gigawatt Hours)
Residential

Commercial

Industrial

Wholesale

Other
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Actual Actual A/A MS A/E MS
2Q12 2Q13 % chg 2G13E % chg 3Q13E

290,200 395.000 36.1% 471,906 -16.3% 442,843

356.300 366,500 2.9% 274,484 33.5% 207,994

366,400 383.500 4.7% 411,826 -6.9% 423,792

25,200 57,400 -

1,038,100 1,202,400 15.8% 1,158,216 3.8% 1.074,629

236.400 349.300 47.8% 389.261 -10.3% 303,322

393.500 452.300 14.9% 378,309 19.6% 432,014

148,000 143,400 -3.1% 138,087 3.8% 137,685

66.600 70.700 6.2% 59,210 19.4% 61,447

844.500 1,015,700 20.3% 964,868 5.3% 934,468

8,500 8,000 -5.9% 8,000 0.0% 10.000

202.100 194,700 -3.7% 201,349 -3.3% 150,161

350,100 338,100 -3.4% 339,436 -0.4% 287.846

(103,200) (102.000) -1.2% (98,600) 3.4% (100,559)

2,800 13.300 4,100 13,300

(100,400) (88,700) -11.7% (94,500) -6.1% (87,259)

101,700 106,000 4.2% 106,849 -0.8% 62,901
35.100 33.200 -5.4% 36.247 -8.4% 20,803

66.600 72,800 9.3% 70,602 3.1% 42,099
295.800 313.200 5.9% 312,100 0.4% 313.200

$ 0.23 $ 0.23 $ 0.23 $ 0.13
$ 0.23 $ 0.23 $ 0.23 $ 0.13

28.3 34.8 23.0% 32.5 6.9% 15.4

25.2 27.0 7.1% 27.7 -2.6% 19.7

114.1 113.4 -0.6% 117.5 -3,5% 121.6

17.2 18.4 7.0% 20.6 -10.9% 16.8

0.1 0.2 na 0.2 na 0.2

210.4 196.6 -6.6% 231.4 -15.1% 198.6

236.4 169.8 -28.2% 248.2 -31.6% 154.4

4.1 3.3 -19.5% 4.1 -19.5% 2.7

(122.8) (81.4) -33.7% (155.7) -47.7% (97.4)

861.2 769.1 -10.7% 887.0 -13.3% 1,118.7

976.4 942.6 -3.5% 991.0 -4,9% 1,087.2

2,332.0 2.256.3 -3.2% 2.402.0 -6.1% 2.247.9

56.0 494.7 783.4% 57.1 766.1% 161.1

25.9 27.0 4.2% 26.4 2.2% 27.2

Nl confirmed 2013 EPS 

guidance of $1.50- 

$1.60
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Exhibit 2

Nl Income Statement 
Income Statement
(amounts in thousands, except per unit data) 2012 2013E 2014E 2015E 2016E

Net Revenues

Gas Distribution 2.006,400 2,582,100 3,158,776 3,310,052 3,502,657
Gas Transportation and Storage 1,462.400 1,367,796 1,211,237 1,332,525 1,438,501
Electric 1,497,500 1,545,979 1,615,918 1,679,349 1,745,276
Other 133,600 101,600 - - -

Total Net Revenues 5,099,900 5,597,474 5,985,931 6,321,926 6,686,434

Operating Costs

Cost of Sales 1,525.200 1,843.160 1,956,535 2,060,464 2,160,823

Operation and maintenance 1,674,600 1,836,421 1,956,112 2,073,831 2.209,833
Depreciation and amortization 563,900 562,958 596,957 610,230 625,119

Other taxes 287,800 293,744 309,477 325,369 345,652

Total Operating Costs 4,051,500 4,536,284 4,819,080 5,069,894 5,341,426

Equity Earnings (Loss) in Uncon. Affiliates 32,200 35,100 32,241 33,054 33,888

EBIT 1,080,600 1,096,290 1,199,092 1,285,086 1,378,896

EBITDA 1,644,500 1,659,249 1,796,049 1,895,316 2,004,015

Other income
Interest expense, net (418.300) (404,559) (456.140) (498,995) (539,941)

Other income 2,400 44,000 53,200 53,200 53,200
Inc. from continuing operations bef inc. taxes 664,700 735,731 796,151 839,291

892,155*

Income tax (provision) 231,800 253,921 276,374 290,617 309,301
Operating Net income (Loss) 432,900 481,811 519,778 548,674 582,854

Net Income per Share (Operating) $1.44 $1.54 $1.66 $1.75 $1.86

Net Income per Share (GAAP) $1.38 $1.54 $1.66 $1.75 $1.86

Weighted Avg Diluted Units Outstanding 300.400 313,200 313,200 313,200 313,200

Dividends per share
Souicc: Company data, Morgan Stanley Research

0.95 0.99 1.03 1.07 1.12
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Exhibit 3
Nl Operating Data
Operating Data

GAS DISTRIBUTION
Sales and Transportation (MMDth):

Residential 
Commercial 
Industrial 
Off System 
Other

Total Sales and Transports 
Weather Adjustment
Sales and Transport Vols — Excluding Weather
y/y change

Sales Price ($ / Dth) 
y/y change

COGS Price ($/Dth) 
y/y change

Gross Margin ($ / Dth) 
y/y change

COLUMBIA PIPELINE GROUP 
Throughput (MMDth): 
Columbia Transmission 
Columbia Gulf 
Crossroads Gas Pipeline 
Total throughput 
Intrasegment eliminations 
Total third*party throughput 
y/y change

Tariff (5 / Dth) 
y/y change

July 31,2013 

NiSource, Inc.
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2012 2013E 2Q14E 2015E 2016E

226.5 262.1 267.3 275.4 283.6
156.2 172.1 175.5 179.1 182.6
478.2 484.2 498.7 513.6 529.1

61.5 71.7 73.1 74.6 76.1
0.3 0.8 0.8 0.8 0.8

922.7 990.9 1,015.5 1,043.5 1,072.2
58.8 3.8 6.4 6.4 6.4

981.5 994.7 1,021.9 1,049.9 1,078.6
7.6% 1.3% 2.7% 2.7% 2.7%

$2.79 $3.03 $3.09 S3.15 $3.25
-27.5% 8.7% 2.0% 2.0% 3.0%

Si.19 $1.38 SI.35 $1.41 $1.44
-43.2% 15.9% -2.2% 4.2% 1.9%

$1.59 $1.65 SI.74 SI .74 $1.81
-8.6% 3.3% 5.5% 0.3% 3.9%

1.107.7 1.176.2 1.246.8 1.309.1 1.348.4
883.0 674.3 714.8 746.9 769.4

15.8 14.3 14.7 15.1 15.6
2,006.5 1,864.8 1,976.2 2,071.2 2,133.3
(422.6) (393.0) (446.8) (444.9) (463.4)

1,583.9 1,471.8 1,529.4 1,626.3 1,670.0
-3.2% -7.1% 3.9% 6.3% 2.7%

$0.46 $0.48 $0.49 $0.51 $0.52
-4.0% 5.2% 2.9% 3.0% 3.0%

ELECTRIC OPERATIONS
Sales (Gigawatt Hours):
Residential 3,524.3 3,515.1 3,585.4 3,657.1 3,730.3
Commercial 3,863.1 3,872.4 3,930.5 3,989.4 4,049.3
Industrial 9,251.0 9.109.9 9,109.9 9,292.1 9,477.9
Wholesale 250.7 735.2 749.9 764.9 780.2
Other 119.1 122.1 124.6 127.0 129.6
Total sales 17,008.2 17,354.7 17,500.2 17,830.6 18,167.3
Weather Adjustment (146.0) (17.5) - - -
Total sales volumes — Adj. for weather impacts 16,862.2 17,337.2 17,500.2 17,830.6 18,167.3
y/y change -3.0% 2.8% 0.9% 1.9% 1.9%

Revenue (S I Gigawatt hour) $89.18 $89.22 $92.34 $94.18 $96.07
y/y change 8.5% 0.0% 3.5% 2.0% 2.0%

COGS ($ / Gigawatt hour) $29.58 $31.21 $32.80 $32.55 $33.65
y/y change -6.3% 5.5% 5.1% -0.8% 3.4%

Gross Margin ($ / Gigawatt hour) $59.60 £58.01 $59.54 $61.63 $62.42

y/y change 17.7% -2.7% 2.6% 3.5% 1.3%

Source: Company data. Morgan Stanley Research
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Exfiibit4

Nl Balance Sheet 
Balance Sheet
(amounts in thousands, except per unit data) 2012 2013E 2014E 2015E 2016E

ASSETS
Cash and cash equivalents 36,300 20,000 20,000 20,000 20,000

Restricted cash 46,800 29,300 29,300 29,300 29,300

Accounts receivable 907,300 917.164 926,385 903,749 1,024,094

Income lax receivable 130.900 6,400 6,400 6,400 6,400

Gas inventory 326,600 391,908 407,527 423,710 448,801

Regulatory assets 162,800 145,500 145,500 145,500 145,500

Other 383,900 224,400 224,400 224,400 224,400

Total Current Assets 2,352,400 2,009,672 2,034,512 2,028,058 2,173,495

Net Property, Plant and Equipment 12,915,900 14,396,142 15,499,184 16,488,954 17,463,835

Unconsolidated affiliates 243,300 279,400 279,400 279,400 279,400

Other investments 194,400 189,100 189,100 189,100 189,100

Price risk management assets 56,000 33,900 33,900 33,900 33,900
Regulatory assets 2,024,400 1.902,200 1,902,200 1.902,200 1,902,200

Goodwill 3,677,300 3,666.200 3,666,200 3,666,200 3,666,200

Intangible assets 286,600 281,200 281,200 281,200 281.200

Deferred charges. Postretiremen, other 94,400 88,100 88,100 88,100 88,100

TOTAL ASSETS 21,844,700 22,845,914 23,973,796 24,957,112 26,077,430

LIABILITIES AND STOCKHOLDERS' EQUITY
Current portion of long-term debt 507,200 70,700 70,700 70,700 70,700

Short-term borrowings 776,900 1,378,880 2,286,897 3,034,076 3,884,932

Accounts payable 538,900 579,023 602,098 626,007 663,079

Dividends payable - 78.100 78,100 78,100 78,100

Customer deposits and credits 269,600 164,700 164,700 164.700 164,700

Taxes accrued 235,500 202,100 202,100 202,100 202,100

Interest accrued 133,700 125,200 125.200 125,200 125,200

Price risk management liabilities 95,200 47,500 47,500 47,500 47,500

Exchange gas payable 146,200 126,300 126,300 126,300 126,300

Deferred revenue 42,800 5,100 5,100 5,100 5,100

Regulatory liabilities 171,600 80,000 80.000 80.000 80.000

Acc liab for post-retirement / -employment benefits 6.100 6,100 6,100 6,100 6,100

Other accruals 309,700 283,800 283.800 283,800 283,800

Total Current Liabilities 3,301,600 3,255,203 4,186,295 4,957,383 5,845,311

Long-term debt, excl amounts due within one year 6,819,100 7,616,700 7.616,700 7,616,700 7,616,700

Price risk management liabilities 20,300 5,000 5,000 5,000 5,000

Deferred income taxes 2,953,300 3,062,700 3,062,700 3,062,700 3,062.700

Deferred inc. taxes, credits, other 108,900 152,200 152,200 152,200 152,200

Acc liability for post-retirement/-employment benefits 1,107,300 1,020,300 1,020,300 1,020,300 1,020,300

Regulatory liabilities and other removal costs 1,593,300 1,610,500 1,610,500 1,610,500 1,610,500

Asset retirement obligations 160,400 167,100 167.100 167,100 167,100

Other noncurrenl liabilities 226.200 216,400 216,400 216,400 216.400

Total Other Liabilities and Deferred Credits 12,988,800 13,850,900 13,850,900 13,850,900 13,850,900

Common slock 3,100 3,100 3,100 3,100 3,100

Additional paid-in capital 4.597.600 4,646.000 4,646,000 4,646,000 4.646,000

Retained earnings 1,059,600 1.201,211 1,398,001 1,610,229 1,842,620

Treasury stock (65,500) (48,500) (48,500) (48,500) (48,500)

Accumulated other comprehensive loss (40,500) (62,000) (62,000) (62,000) (62,000)

Total Common Stockholders' Equity 5,554,300 5,739,811 5,936,601 6,148,829 6,381,220

TOTAL CAPITALIZATION & LIABILITIES
Source: Company dala. Morgan Stanley Research

21,844,700 22,845,914 23,973,796 24,957,112 26,077,430
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Exhibit 5

Nl Cash Flow Statement 
Cash Flow Statement
(amounts in thousands, except per unit data) 2012 2013E 2014E 2015E 2016E

Cash from Operating Activities

Net Income 416,100 525,911 519,778 548,674 582,854
Debt: Gain Early Extinguishment / Amort Disc.+Premium 9,700 - - - -

Depreciation and Amortization 561,900 562,958 596,957 610,230 625,119
Net Changes in Price Risk Mgmt A / L (18,500) 4,100 - - -

Deferred: me. Tax/Credits; Revenues 301,200 167,000 - - -

Stock Compensation Expense 45,000 23,000 - - -

Loss/(Gain) on Asset Sales / Impairments / Disc Opts (3,800) (400) - - •

Income from Unconsolidated Affiliates (30.900) (15,200) - - -

Disc. Operations: Loss/(Gain) on Disposition 5,700 (44,700) - - -

AFUDC Equity (10,600) (8,000) - - -

Dist. of Earnings Received from Equity Investee 34,900 12,300 - - -

Other - 15,800 - - -

Changes in Assets and Liabilities: (35,200) (19,049) (1,764) 30,362 (108,365)
Net cash from operating activities 1,275,500 1,223,720 1,114,971 1,189,266 1,099,608

Cash from Investing Activities

Capital Expenditures (1,498,800) (2.000,000) (1,700,000) (1,600,000) (1,600,000)
Insurance Recoveries 6,500 - - - -

Proceeds from Disposition of Assets 25.600 700 - - -

Restricted Cash Deposits (Borrowings) 114,200 17,400 - - -

Contributions to Equity Investments (20,400) (32,700) - - -

Other Investing Activities (52,300) 98,200 - - -

Net cash from investing activities (1,425,200) (1,916,400) (1,700,000) (1,600,000) (1,600,000)

Cash from Financing Activities

Issuance of Long-Term Debt 991,400 815,300 . - -

Retirement/Repurchase of Long-Term Debt (331.600) (451,000) - - -

Change in Short-Term Borrowings, Net (582,200) 601,980 908,017 747,179 850.856
Issuance of Common Stock 383,500 24.100 - - -

Acquisition of Treasury Stock (10,000) (7.900) - - -

Dividends Paid - Common Stock (273,200) (306,100) (322,988) (336,445) (350,464)

Other (3,400) - - - -

Net cash from financing activities 174,500 676,380 585,029 410,734 500,392

Net change in cash 24,800 (16,300) . . .

Cash at beginning of period 11,500 36,300 20,000 20,000 20,000
Cash at end of period

Source. Company c)a;a. Morgan Stanley Research

36,300 20,000 20,000 20,000 20,000
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Exhibit 6

Nl Sum of the Parts Valuation
NiSource Inc. Value ($m) $/Share

Gas Distribution $ 6.374 $ 20.35

Gas Transmission & Storage 5.836 18.63

Electric Utility 4.280 13.66

Utica 938 2.99

Value $ 17,426 $ 55.64

Net Debt (7,972) (25.45)

Net Equity Value $ 9,455 $ 30.19

Shares Outstanding (in m) 313.2

GAS DISTRIBUTION
Forward EBITDA (2014E) $ 708

Forward multiple 9.0x

Enterprise value $ 6,374

GAS TRANSMISSION & STORAGE

Forward EBITDA (2014E) $ 584

Forward multiple 10.0X

Enterprise value $ 5,836

ELECTRIC UTILITY

Forward EBITDA (2014E) $ 503

Forward multiple 8.5x

Enterprise value $ 4,280

Estimated Utica 'Value' Credit

Acres 125,000

$/acre $ 7,500

Enterprise value S 938

Source: Company data. Morgan Stanley Research.
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Uu ModelWare
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 earnings.
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The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley & Co. LLC, and/or Morgan Stanley C.T.V.M. S.A., and/or 
Morgan Stanley Mexico, Casa de Bolsa, S.A. de C.V. As used in this disclosure section, "Morgan Stanley" includes Morgan Stanley & Co LLC 
Morgan Stanlejr C.T.V.M. S.A., Morgan Stanley Mexico, Casa de Bolsa, S.A. de C.V. and their affiliates as necessary.
For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan 
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morganstanley.research@morganstanley.com with a request for valuation methodology and risks on a particular stock or contact your investment 
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has entered into an agreement to provide services or has a client relationship with the following company: CenterPoint Energy. Inc, National Fuel Gas 
Co, NiSource, Inc., Oneok Inc., Questar Corp., SemGroup Corp. Spectra Energy Corp.. Williams Companies Inc
Morgan Stanley & Co. LLC makes a market in the securities of CenterPoint Energy, Inc. MDU Resources Group, Inc , National Fuel Gas Co, 
NiSource, Inc., Oneok Inc., Questar Corp., SemGroup Corp, Spectra Energy Corp., Williams Companies. Inc.
The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based 
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment 
banking revenues.
Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, 
providing liquidity and specialized tradino, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit, 
investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in 
Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or instruments discussed in this report 
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS
Morgan Stanley uses a relative rating system usino terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). 
Morgan Stanley does not assign ratings of Buy, Hold or Sell to the slocks we cover. Overweight. Equal-weight, Not-Rated and Underweight are not the 
equivalent of buy. hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since 
Morgan Stanley Research contains more complete information concerning the analyst's views, investors should carefully read Morgan Stanley 
Research, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as 
investment advice. An investor’s decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) 
and other considerations.

Global Stock Ratings Distribution
(as of June 30, 20!3)

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside 
our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we 
cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative 
weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy 
recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively
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Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count
% of 
Total Count

% of % of Rating 
Total IBC Category

Overweight/Buy 1020 36% 410 39% 40%
Equal-weight/Hold 1263 44% 485 47% 38%
Not-Rated/Hold 109 4% 24 2% 22%
Underweight/Sell 469 16% 123 12% 26%
Total 2,861 1042

Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual 
circumstances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan 
Stanley received investment banking compensation in the last 12 months.

Analyst Stock Ratings
Overweight (0). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe 
on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the 
analyst's industry (or industry team s) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). the stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage 
universe, on a nsk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan 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 attractive vs. the 
relevant broad market benchmark, as indicated below.
In-Line (I): 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): 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 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.

Stock Price, Price Target and Rating History (See Rating Definitions)

NiSource, Inc. (NI.N) - As of 7/30/13 in USD 
Industry : Diversified Natural Gas

i i j_ i

Stock Rating History! 7x1/10 : Nftxfl; 1/Sxll ! Exft

Price Targ«t History! 8x16x01 ! MR; 1x6x11 ! 18? 2x1x11 ! 20; 5x3x11 : 21; 8x2x11 : 23; 10x28x11 ! 25;

4x18x12 ! 26? 7x31x12 S 28; 2x13x13 ! 23; 4x10x13 ! 30

Source! Morgan Stanley Research Date format : MMxDDxYY Price Target “• No Price Target Assigned (NA>

Stock Price <Nol Couered by Current Analyst > ••*“ Stock Price (Covered by Current Analyst > “

Stock and Industry Ratings < abbreviations bclov ) appear as ♦ Stock Pat ingX Indus try View

Stock Ratings! Oversight <0> Egual-we ighl (E> Underweight <(J) Not“Rated (NR> More Volatile <V> No Rating Available <NA> 

Industry View! Attractive <A» In-line <P Cautious <CJ No Rating (NR)
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Citi Research publications may be available about the companies or topics that are the subject of Morgan Stanley Research. Ask your Financial Advisor or use Research 
Center to view any available Citi Research publications in addition to Morgan Stanley research reports.

Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC or 
Morgan Stanley or any o' their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at 
www.morganstanley.com/onllne/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 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 conflict of Interest.

Other Important Disclosures
Morgan Stanley & Co. International PLC and its affiliates have a significant financial Interest in the debt securities of CenterPoint Energy, Inc. NiSource, Inc Oneok 
Inc., Williams Companies. 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, advice 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 Idea." Views contained in a Tactical Idea* on a particular stock may be contrary to the 
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For 
all research available on a particular stock, please contact your sales representative or go to Client Link at www.morganstanley.com.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and 
objectives of those who receive it. Morgan Stanley recommends lhal investors independently evaluate particular investments and strategies, and encourages investors to 
seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, 
instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in 
some or all of them. Morgan Stanley Research is not an offer to buy or sell any securrty/instrument or to participate in any trading strategy. The value of and income from 
your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, 
operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securitles/instruments 
transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. If 
provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company’s securitles/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based 
upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or 
revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment banking or capital 
markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. 
The "Important US Regulatory Disclosures on Subject Companies" section in Morgan 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. Morgan Stanley may have an investment 
of less than 1 % in securities/instroments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan 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 differenl 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 Slanley Research is based on public information. Morgan Stanley makes every effort 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 information in Morgan Stanley 
Research change apart from when we intend to discontinue 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 investmenl banking personnel.

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 inveslment 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 
reference only. The reader should independently evaluate the investment risks and is solely responsible ior their investment 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 securities/instruments 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/instruments. MSTL may not 
execute transactions for clients in these securities/instrumenls. 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 activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please conlact our Hong 
Kong sales representatives.

Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research 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.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.: in Japan by Morgan Slanley MUFG Securities Co.. Ltd. and. for Commodities related 
research reports only. Morgan Stanley Capital Group Japan Co.. Ltd: in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents); in 
Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 
200008434H), regulated by the Monetary Authonty of Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters 
arising from, or in connection with. Morgan Stanley Research); in Australia to "wholesale clients* within the meaning of the Australian Corporations Act by Morgan Stanley 
Australia Limited A.B.N. 67 003 734 576. holder of Australian financial services license No. 233742. which accepts responsibility for its contents; in Australia to "wholesale 
clients" and "relail clients' within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Lid (A.B.N. 19 009 145 555, holder 
of Australian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Slanley & Co International pic. Seoul Branch; in India 
by Morgan Slanley India Company Private Limited; in Indonesia by PT Morgan Stanley Asia Indonesia; in Canada by Morgan Stanley Canada Limited, which has approved 
of and takes responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG. Frankfurt 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 Morgan Stanley 
group company, which is supervised by the Spanish Securities Markets Commission (CNMV) and stales that Morgan Stanley Research has been written and distributed in 
accordance with the rules of conduct applicable to financial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC, which accepts 
responsibility for its contents. Morgan Stanley & Co. International pic, authorized by the Prudential Regulatory Authority and regulated by the Financial Conduct Authority 
and the Prudential Regulatory Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes of section 21 of the Financial Services 
and Markets Act 2000, research which has been prepared by any of its affiliates. Morgan Stanley Private Wealth Management Limited, authorized by the Prudential 
Regulatory Authority and regulated by the Financial Conduct Authority and the Prudential Regulatory Authority, also disseminates Morgan Stanley Research in the UK. 
Private UK investors should obtain the advice of their Morgan Stanley & Co. International pic or Morgan Stanley Private Wealth Management representative about the 
investments concerned. F*MB Morgan Stanley (Proprielary) Limited is a member of the JSE Limited and regulated by the Financial Services Board in South Africa. RMB 
Morgan Stanley (Proprietary) Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investmenl Advisory (Proprietary) Limited, 
which is wholly owned by FirstRand Limited.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International pic (DiFC Branch), regulated by the Dubai Financial Services 
Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services 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 & Co. International pic (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 Customers as defined by the 
QFCRA.
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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 service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio 
management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing these 
comments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by retying 
solely to this information staled here may not bring about outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or 
representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global 
Industry Classification standard (GlCSl was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley bases projections, opinions, forecasts and 
trading strategies regarding the MSCI tountry Index Series solely on public information. MSCI has not reviewed, approved or endorsed these projections, opinions, 

forecasts and trading strategies. Morgan Stanley has no influence on or control over MSCI's index compilation decisions. Morgan Stanley Research or portions of it may not 
be reprinted, sold or redistributed without the written consent of Morgan Stanley. Morgan Stanley research is disseminated and available primarily electronically, and, in 
some cases, in printed form. Additional information on recommended securities/instruments is available on request.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

Morgan Stanley Research is disseminated and available primarily electronically, and. in some cases, in printed form.

Additional information on recommended securities/instruments is available on request.
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The Americas Europe Japan Asia/Pacific
1585 Broadway 20 Bank Street, Canary Wharf 4-20-3 Ebisu. Shibuya-ku 1 Austin Road West
New York, NY 10036-8293 London E14 4AD Tokyo 150-6008 Kowloon
United States United Kingdom Japan Hong Kong
Tel: +1 (1)212 761 4000 Tel: ■*■44 (0) 20 7 425 8000 Tel:+81 (0)3 5424 5000 Tel: +852 2848 5200

Industry Coverage:Diversified Natural Gas

Company (Ticker) Rating (as of)Price* (07/30/2013)

Stephen J. Maresca, CFA 

CenterPoint Energy. Inc (CNP.N) E (11/15/2011) $24.83

MDU Resources Group. !nc.

(MDU.N)

E (01/06/2011) S28.08

National Fuel Gas Co (NFG.N) £(01/10/2012) $64.32

NiSource. Inc. (NI.N) E (01/06/2011) $30.85

Oneok Inc. (OKE.N) 0(07/25/2013) $51.82

Questar Corp. (STR.N) E (02/11/2013) $23.63

SemGroup Corp (SEMG.N) 0(04/10/2013) $56.59

Spectra Energy Corp, (SE.N) O (06/12/2013) $36.05

Williams Companies, Inc (WM0.N) 0(11/10/2009) $33.81

Slock Ratings are subject to change Ptease see latest research (or each company. 
' Historical prices are not split adjusted

© 2013 Morgan Stanley
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NiSource Reports Solid 2Q and Steps Up Capital Expenditures

CharlHS rishmjn CfA 

Slock Analysi

char les.tishman@mo<ningstai .coin

317-636-G523

Ilie ptimsiy analyst covcnoij inis company 

rtoesnoi owmis stock.

Uwiyrclusul 31 JuIZOIl 

[-stmiaies as of 15 Jan ?Q13 

Pricing data tlnough 30 Jnl 7013 

Haling upflaicd as ol 30 Jul 7013

r.tiircncy amnunls rupntssiK) wilh arc in 

U.S. liulldis IUSUI unless otherwise cenoied.

Analyst Note 31 Jul 7013 

NiSource Nl reported 2013 second-quarter operating 

earnings per share of $0.23 versus $0.22 in the same period 

last year. The results for the recently ended quarter were 

pretty much in line with last year, excepting a lower effective 

tax rate on operating earnings of 31.3% versus 34.4% last 

year due to one-time credits. Management expects the tax 

rate to return to the mid-30% range for the remainder of the 

year. The lower effective tax rate was partially offset by 

earnings dilution from the September 2012 completion of 

the forward equity issuance, which added 24 million new 

shares.

Contents

Aiwjlysl Nine ^

Minruiigsl.!'Aiwlysl loiccasis 2

Although operating EPS for the first six months of 2013 were 

about $0.06 less than last year, NiSource reiterated its 2013 

operating earnings guidance of $1.50-SI.60 per share. 

Management indicated that the Columbia Gas Pipeline rate 

case will benefit earnings in July and trackers in Ohio and 

Indiana will also benefit earnings in the second-half of the 

year. Based on the mid-year increases in rates and year-to- 

date performance we are reaffirming our 2013 EPS estimate 

of $1.56. We are also reaffirming our narrow moat and 

stable moat trend ratings and our fair value estimate of $25 

per share.

Vital Statistics

Market Cap (USD Mil) 9,626

52-Week High (USD) 31.48

52-Week Low (USD) 23.14

52-Week Total Return % 24.2

YTD Total Return % 26.9

Last Fiscal Year End 31 Dec 2011

5-Yr Forward Revenue CAGR % 5.1

5-Yr Forward EPS CAGR % 9.3

Price/Fair Value 1.23

Valuation Summary and Forecasts

fiscal Year 2010 2011 2V!?IQ 201311)

Price/Earnings 14.4 17.6 — 198

EV/EB1TDA 9.7 10.9 — 101

EV/EBIT 16.1 17.4 — 15 3

Free Cash Flow Yield % -0.3 -2.7 — -1.5

Dividend Yield % 3.8 3.3 — 32

Financial Summary and Forecasts (USD Mil)

Fiscal Year: 7010 2011 2012© jam)

Revenue 6.422 6,019 5.525 ,A
Revenue YoY % •3.4 •6.3 ■8.2

EBI1 908 907 1031 1.150

EBIT YoY % 12.8 -0.1 13.6 11.6

Net Income. Adjusted 341 389 426 496

Net Income YoY % 156 14.1 9.6 16.4

Diluted EPS 1.22 1.35 145 156

Diluted EPS YoY % 138 10.8 7.5 7.5

Free Cash Flow 135 7 384 161

Free Cash Flow YoY % •90 9 •95.1 NM -58.2

Hisioucal/foieus; data souices are Momingsiai fsnniates and may lettattafliustmems

NiSource stepped up its guidance for 2013 capital 

expenditures to $2 billion from $1.8 billion. The increase is 

primarily acceleration of projects that are infrastructure 

replacement or modernization with rate tracker 

mechanisms. Thus, these investments have a high level of 

certainty of recovery in rates at pre-approved returns. We 

will be increasing our capital expenditure forecast, which 

will likely result in our operating EPS estimates increasing 

for 2014 to 2017.

Profile

NiSouice is an energy holding company whose subsidiaries distribute 

natural gas and electricity tomore than 3.8 million customers located within 

a corridor that runs Irom the Gulf Coast through the Midwest to New 

fngland. the company owns and operates 15.(10(1 miles ol natural gas 

transmission pipeline and one of the nation's largest underground natural 

gas storage systems. Northern Indiana f'ublic Service Company, or NIPSCO, 

NiSuutce s wholly owned electric and gas utility, owns coal, natural gas, 

and hydroelectric power plants.

< h/o'nnisui 20U An Righo Rcurcd Mofrv^Mdi s CfkU Ralings A by Uoirnnqujr inr, 4 not tr* U S Srof'lviand (tttoftptofivftnMkdSd rativulty RsoTvectal'M**!
f NRSRO*) Unlmorh*r*»se prffutdM*ia wparate apMrvm. youmjy te* insiiyc* only 01 ifr toanry n wfwh *\Okyrvj!d^ViDmo* i*basrt Im* rt.Tnvu»crv 3dU yulpfiandpesttfOM naew<Jorwadwee; pD*Ord 

ttti'ly lor FnlcrrTwnonal *id trodarr arc not an tflcr lobryor vHl a vcuay an art rail wanantrd to be correct torokiPO actuate Thpoptfton* Mcasol t« ailrw:inert ar** subject loctogc urtnoul rctsec [reept as um«rw<>r
•eguned by U* Marnn^ai yofl rat bMP^onubk1 la dry if*amQrtwtvor& damages a otw fose*. rrstfiny '•sen or iH.ttrd is inr rtpimtcn dAti acwiysos or Chians a trrr uv Ttr irtvination corxairvdtawn ir»pirpi*T«ry 900*1 y o' 
Maning-.Mi and rnay rrt m w+sok 01 in fwa ot uvd n^vn*. wtfljoun/ic pner wiiiutiriycefd e* n JoctdCd rcvrlw cab •' 312 6% 6ICC la itum: imrsoaich oitl *T 317 fiV. (&£
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Morningstar Analyst Forecasts

Financial Summary and Forecasts

Fiscal Yeai tnrts in Occniito Forecast

3-Year i- Year
Growth |% YoY) Hisi.CAGR ?009 2010 2011 2012 2013 ftoj CAGR
Revenue — — -3.4 •6.3 ■8.2 10.3 5.1

EBIT — — 12.8 •0.1 13.6 11.6 9.6

EBITDA — — 7.9 -4.0 9.4 10.0 7.6

Net income — — 15.6 14.1 9.6 16.4 12.1

Diluted EPS „ — 13.8 10.8 7.5 7.5 9.3

Earnings Before Interest, after Tax — — 3.7 •0.1 5.5 2.1 6.1

Free Cash Flow — — -90.9 -95.1 NM ■58.2 151.4

3 Year 5-Year

Profitability Hist Avg 20M 2010 2011 XII? 20)3 friy Avg

Operating Margin % 13.8 12.1 14.1 15.1 18.7 18.9 18.7

EBITDA Margin % 22.8 21.0 23.4 24.0 28.6 28.5 27.9

Net Margin % 5.4 tA 5.3 6.5 7.7 8.1 8.4

Free Cash flow Margin % 8.2 22.2 2.1 0.1 7.0 2.6 5.6

ROIC % 6.5 6.6 6.6 6.3 6.5 6.4 6.8

Adjusted ROIC % 9.0 9.3 9.1 8.6 8.7 8.5 9.0

Return on Assets % 1.8 2.3 1.5 1.5 2.0 2.3 2.4

Return on Equity % 7.0 91 6.0 6.0 8.1 8.8 9.3

leverage

DebtyCapital

Total Debt/FBIIDA

EBIIDA/Inlerest Expense

3 Year
HiSt. A\g

0.60

5.08

3.72

2009

0.58

4.87

3.50

2010

0.60

4.88

3.84

2011

0.61

5.50

3.84

2012

059

4.98

4.05

2013

059

4.71

4.28

5-Year 
Prq Avg

0.57

4.50

4.50

Valuation Summary and Forecasts Discounted Cash Flow Valuation
2010 2011 2012IFI 201311) firm Value Per Share

USD Mil <%! Value
Ptice/Fau Value 1.04 1.40 — __
Price/Earnings 14.4 17.6 — 19.8

Present Value Stage 1 1.494 100 4.71

EV/EBITDA 9.7 10.9 — 10 1
Present Value Stage II 2.616 17.4 8.24

EV/EBIT 16.1 17.4 —
Present Value Stage HI 10.909 72.6 34.36

Total Firm Value 15,019 100.0 47 JOFree Cash Flow Yield % ■03 •2.7 — ■1.5

Dividend Yield % 38 33 — 32
Cash and fqurvalenis 17? _ 0.54

Debt -7.954 — -25 05

Key Valuation Drivers Preferred Stock — — —

Cost of Equity % 100
Other Adjustments 380 — 1.20

Pre-Tax Cost of Debt % 5.0 Equity Value 7.618 — 23.99

Weighted Average Cost of Capital % 7 2

Long-Run Tax Rate% 35 0 Projected Diluted Shares 318

Stage It EBI Growth Rate % 6.0

Stage II Investment Rate % 66.7 Fair Value per Share IUS0I —

Perpetuity Year 15
the data rn the table above icpiesani base case lorecasts in the company's reporting

wrnficv as o* the beginning of ihe umeni year Qui lair value esiimaie may diiler from ihn 
AJd'iifinal esiimates and scenanns available lur download ai imp //select nwnmqsiai com “W'vvalue shaie stiewn above due to our lime value nl money ed|iisiment and m cases

wfiGr? probab Nry-iMerghtud scenario analysis is wrfomvd.
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(' NRSRO*) Uriic'-i ma sr^nfaii* you rr«yifto in^repon ooiy an me (.ouniiy «i winch it*, oi'yivii dt;ln(iulor ll^ irVrvmjinyt cUTa. jnaiyvi ahflocunwirj prcvc*ilw) hL-umcKi rwl cwr.niulp Kiwsimom Arhrire. am provd'MJ
stjlfly lo/ tfslnmulmnjl tnli^*n*d,*. arwl ihrri’lcwe .ttv mu jriolfcr to iwy nt vll a yeci^ny. 4f*3 .ife mu witfantrij’u hccoifr if r/impieii' nf accurjic*. Jt»C' djnntoih c*p't*suitJ arc 4so< ihc laic twitipnanrlorc sufijcci iGfn.vigo wilixuft itoitcc r*tpftt ,n oThcmhi^'
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NiSource Inc Nl
fi ■' ★ ★

last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat1” Moat Trend'- Stewardship Momingstar Credit Rating Industry Group
30.85usd 25.00usd 17.50tjso 33.75usd Medium Narrow Stable Standard 8BB Utilities • Regulated

Morningstar Analyst Forecasts

Income Statement (USD Mil)

nsnal Yftar tnds m DecemDei Frinrrasv

2009 2010 2011 2072 JP13

Revenue 6,649 6,422 6,019 5,526 6,096

Cost of Goods Sold 3.318 2.974 2,556 1.897 2.248

Gross Profit 3,331 3,448 3,463 3,629 3,849

Selling, General & Administrative expenses 1.653 1.656 1.723 1.760 1.814

Other Operating Expense (Income) 284 287 295 287 295

Other Operating Expense (Income) — — — — —

Depreciation & Amortization (if reported separately) 589 596 538 551 589

Operating Income (ei charges) acts 908 907 1,031 1,150

Restructuring & Other Cash Charges 19 2 17 — _
Impairment Charges (if reported separately) — — — — —

Other Non-Cash (lncome)/Charoes — — — — —

Operating Income (incl charges) 78$ 906 891 1,031 1,150

Interest Expense 399 392 377 390 1
m

Interest Income 10 -78 -47 15

Pre-Tax Income 397 436 467 655 76J

Income Tax Expense 166 142 163 229 267

Other After-Tax Cash Gains (Losses) _ __ __ __ __

Other After-Tax Non-Cash Gains (losses) -11 -3 -5 — —

(Minority Interest) — — — — —

(Preferred Dividends) - — — — —

Net Income 221 292 299 426 408

Weighted Average Diluted Shares Outstanding 276 280 289 294 318

Diluted Earnings Per Share 0.80 1.04 1.03 US 1.56

Adjusted Net Income 295 341 389 426 496

Diluted Earnings Per Share (Adjusted) 1.07 U2 US US 1.58

Dividends Per Common Share 0.92 0 92 0.92 0.94 0.98

EBITDA 1,376 1,503 1,429 1,581 1,739

Adjusted EBITDA 1,395 1,505 1,446 1,581 1,739

C Mnrnir^'.lji KHJ All Bighn Rwavwl. Mcmlnqiu. s CiuOl Ratings 1 Sesc.mJi uptuiluccil 3<xl olltctilDy MomiojM.n Inc.. «l«n isimt icgiMurcsIwnti Ihr U S Si-uiniss Ciw !>clcingcC<]mmmmn JS a Nntion.sll, Resagnuefl Sl.ltistical Salmg Oigcnudlcx 
I'NRSRO') Unless rancrwsc prayidL'U in,) separate ytu maj uv mis "wt only m ihp uiuiii( m nlnii nyonginni ni-Jnninoi isbnsed Itif mliamation itaia. aratysrs and oturoons prcscrawnwyeuiimii caisinjtc Kn«tmait atlviiE, air pnwilcj

soirty toi ininunatianai puposcs ana thpirtore am not anaintohjy 01 sell a wriaitj and aiennt waiiamed ioIh' conocl. tdirpipie nr atematr tii" dfiinions ecpirsspd are as or He dale wi ittcn arxl aic sriijen i J I.r-VSTT wimnut noiice I nrr’ as rr-'jyvi'i' 
letM'eilb)ilaw.MommgstarshallnolOeiesponsiDteioi anyeadmgijecniorts aainaqnsmoiiii lossesicairtiixj(idm.m lelateclin, H*:inlurm.ium oata andyv-. wopiomnsmitrniiio Im inlmnwhoncontaTOdhpieinistnrprepnetary poperty oi 
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NiSource Inc Nl ^ ★ ★

Last Price Fair Value Consider Buy
30.85USD 25.00usd 17.50uSD

Consider Sell
33.75 USD

Uncertainty Economic Moat'** Moat Trend™
Medium Narrow Stable

Stewardship
Standard

Morningstar Credit Rating
BBB

Industry Group
Utilities - Regulated

Morningstar Analyst Forecasts

Balance Sheet |USD Mil)

Fiscal Year FraJs in Onrnmbftr Forecast

7009 201D 2011 20J2 70I2

Cash and Equivalents 191 212 172 332 309

Investments — — — — —

Accounts Receivable 809 1.079 855 833 919

Inventory 547 428 566 421 499

Deferred Tax Assets (Current] — — - — —

Othei Short Tetm Assets 677 730 655 553 610

Current Assets 2,224 2,449 2,248 1138 2,336

Net Properly Plant, and Equipment 10.684 11.097 11,800 12650 13.441

Goodwill 3.677 3.677 3.677 3.677 3.677

Othui Intangibles 320 309 298 298 298

Deferred Tax Assets (Long-Term) — — — — —

Other Long-Term Operating Assets 1.810 1.851 2.183 2.200 2.310

long-Term Non-Operating Assets 557 556 502 502 502

Total Assets 19,272 19,959 20,709 21,465 22,564

Accounts Payable 502 582 435 323 382

Short-Term Debt 87? l.417 1.687 1050 1,500

Delerred Tax Liabilities (Currem) — — — — —

Other Short-Term 1 labilities 1.826 1.651 1,525 1500 1.575

Current Liabilities 3.1S0 3,949 3,646 2,873 3,457

Long-Term Debt 5.965 5.936 6,267 6.820 6.700

Deferred Tax t.iabilnies (Long-Term) 2.018 2.210 2.542 2.800 3.000

Other Long-Term Operating Liabilities 1.559 1.596 1.810 2.000 2.200

Long-Term Non-Operating Liabilities 1,726 1.625 1.445 1.445 1.445

Total Liabilities 14,418 15,016 15,711 15,938 76,803

Preferred Slock _ _ _ _ _
Common Stock 4,854 4.923 4,997 4.997 <597

Additional Paid-in Capital — _ — 380 430

Retained Earnings (Deficit) — — - 150 334

Dreasory Stock) — — — — —

Other Equity _ __ _ — —

Shareholder's Equity 4,854 4,923 4,997 5,527 5,761

Minority Interest __ __ ___ — —

Total Equity 4,854 4,923 4,997 5,527 5,761

f. Mtururijil'tr ?013 All Rigrris Ruvrvrfl MofitngM* s Cr^nn \ is pifKJu'M ^rnJofldW tff MeiniftjM.v liv , wtnen is rvjt iiHjoteretl ^ithtfr US StcumI^ j<u1 ri(fvir>^e ConnvsvnriAjt<«ull|'PefStatistir<li Ratflg OCbirw,Vi<*i Page 4 Df S
fNPSPO 1 LTi^cssoOiww^piovtarxi ina srparju*«r«*nsi,ot fOjnvtpr^ travicoo^ onfy rttv county its o'aisUiQuioi »s ct.<snJ The rtoriruticn oju »^tTyM:san<icipiftonsp'fvniWht3«HMaDftMay'yitmc«M'sirwit ixtincD:afrpio«Jefl
ioidr t» ^ToirnMou! curcoscs am ifMp(oie ar? rot ah o*iC» ^ o« wn a wo*<tr a'tf* *■ MW wa»ij««3 to Dc ccutetT eon'oic’f’ ly aaia.«■* Trv nprarh eic^csscfl .vt a-.oi w ott- w»imm jtirt ,vt s^j«t to chonoc wUmji fniuf l tcctn ab other#ise 

^ sftjfl not tie iesomib>C lor any LfJdmq^vrs^. tbnagc' b rthcr tosses fAVtfTing f(<yn <y i(iatc4 to. inu ^fonMloi Hxa ahAtySA v epmens t*c Tnr ihiovirvanoncvtfArvflhtresi «s Ssp^cpifijr; exopenro'
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Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ MoalTrendm Stewardship Momingstar Credit Rating Industry Group
30.85uso 25.00uso 17.50uso 33.75uso Medium Narrow Siabte Standard BBB Utilities • Regulated

Morningstar Analyst Forecasts

Cash Flow (USD Mi)]

fiscal Year Fnris ir flrxemtier forecast

200!) 2010 2011 2012 ?ou

Net Income 217 283 299 ■126 496

Depreciation 590 597 538 551 589

Amortization — — — — —

Stock-Based Compensation 10 31 39 40 41

Impairment of Goodwill — — — — —

Impairment of Other Intangibles — — — — —

Deferred Taxes 378 194 178 258 200

Other Non-Cash Adjustments 25 78 128 - —

(Increase) Decrease in Accounts Receivable 259 -244 220 22 ■86

(Increase) Decrease in Inventory 129 103 -142 145 -78

Change in Other Short-Term Assets 2 23 90 103 ■57

Increase (Decrease) m Accounts Payable -191 38 •155 ■112 60

Change in Other Short-Term liabilities 503 -320 -276 ■25 75

Cash From Operations 1,921 763 920 1*08

(Capital Expenditures) -777 •804 •1.125
■1.400 "m

Net (Acquisitions). Asset Sales, and Disposals 6 1 9 — —

Net Sales (Purchases) of Investments — — — — —

Other Investing Cash Flows 109 -140 -34 173 90

Cash From Investing •662 -944 -1,149 -1,228 ■1J90

Common Stock Issuance (or Repurchase) 8 13 21 380 50

Common Slock (Dividends) -253 -256 •258 ■276 -312

Short-Term Debt Issuance (or Retirement) •1.061 1,280 -23 637 450

Long-Term Debt Issuance (or Retirement) 290 -826 541 553 -120

Other Financing Cash Flows — — — ■40 -41

Cash From Financing •1,016 211 281 -20 27

Exchange Rates. Discontinued Ops. etc. (net) -247 -57 •50 __ —

Net Change in Cash ■A -8 2 760 -23

C MonvngsUr Ml3 All Rights Rnerved WorrangsUi \ Ocot i Re>CJtu> r. (Vffhjrec **3 Manrngsbv Ire. «vnch rs nrrl iegiMnirtvnlh Ur U S SvU^rtips jrd F»ctw^ Carmnsrtdi 4 SLUslOt R.vrg E>^3n«alo
(*NRSRQ'). Unless otncnmse poviOW m i agreerwni. yw may ita* ir>i> v.vc counify di wfuch ik cnginol dtBriflutrw is aawfl In* ti^ofmainm. tkila Ailyws anJ uptrws pesenied ticttfui do w {Wtstflutc ‘̂.unent arc ofov»«cl
solely (01 ifit 01 nut civil pxposrs and Uvo^jie are not on of (os 10 twy os soil d simj >y And Atr mt wanAntaj tu Lit n/rott rorr^ictc os decorate Inc optruorr, ctprev.ed are as of die date wtirten and asr suO|<m to rhivt^ witnout rnTier f iiopi as oiherw'sc 
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NISOURCE INC. (NI: $30.72)
August 1, 2013

Raising Price Target 
Rating: Hold 

Price Target: Old - S30.00: New - $32.00

Market Data :'
12-18 Month Price Target 

52-Week Range 
ADTV - OODay (000s) 
Staikel Cap (SMM>
Sliares Out iMM)
Public Market l loat (MM)

Dividend
Dividend/Yicld

$32.00 
S3 MS - $23.14 

2.008.8 
S9.585.S 

310.3 
300.2 
$1.00 

3.26%
BWHSMitBBi ’■X'EPS Mmm

FY DKC 2012 2013

Actual Previous Current Previous Current

Q1 $0.76a - SO,66a - -

Q2 $0.23a - S0.23A - -

Q3 $0.05a - SO. 16); - -

Q4 SO.44a - S0.48I; - -

YEAR $ 1.46 a i - $l.56K - S1.67E
- if i

r 1
; • 1'V*'

V aluation Ratio - 1

FYI2 FY13 FY14

P/E 21.On 19.7x 18.4x

PEG 5.3x 4.9x 4.6.x

EY7S 3.Sx 2.6* 2.6.x

EV/EBITDA I0 8x I0.5\ 10.0.x
Leverage Ratio 1 5.Ox 4.9x 4.9x

F.V7FCF NM NM NM

FCF Yield NM NM NM

P/FCF NM NM NM

r 3 ^ ' Financial Data-/

FY12 FYI3 FY14

Revenue 55,070.0A 56,757.01: 56.X92.SE

EBIT SI.07I.4A 51,093.It; SI.I60.3e

EBITDA S1.633.3A SI.67I.6E : 5l.753.2i;

FCF(Mil) 5(234.5)A $(1S9.7;L S(100.I)E

Debt/Cnpifal 5«).3%A 56.9%H 56.1 %E

BV/Sbare $18.48a 5I9.I6E SI9.87E

CapEs $ 1.498.8A $),400.0F. S1.400.0E
' r1''f>

, Balance Sheet-.',-
11111

FYI2 FY13 FYI4

PPE SI2.9I5.9a SI 3.301 6E S I4.I08.7E

Total Assets S2 1,844.7a 522,424.51: 523.392.5k

Total Debt 58,103.2a S8.152.8F. SS.602.8E

Long Term Debt S6.SI9.Ia 56.736. in S7.I86.IE

Total SOE and l.iab. 521.844.7A 1 522.424.5F. 523,392.5E

Company Description

NiSource is a large regulated electric and gas utility, with 
most of its earnings derived from the gas distribution, 
transmission, and storage businesses. The company 
owns the Columbia gas system, serving gas in Ohio, 
Pennsylvania. Massachusetts, Virginia, Maryland, and 
Kentucky. The company has electric utility operations in 
northern Indiana.

In-Line 2Q Results; Maintain Estimates and Hold 
Rating
Summary

NiSource (NI) reported 2Q operating EPS of $0.23 versus $0.23 a year ago (our/ 
consensus was $0.23/$0.23). As expected, a 13% increase in operating net income 
was offset by a 10% increase in shares outstanding (increased from sale of equity 
that was completed in 3Q12). The company increased its capital spending forecast 
for 2013 to $2.OB from $1.8B previously. The company remains focused on low- 
risk infrastructure investments that support Nr.sgoal of 5-7% annual EPS growth. 
Based on the 2Q results and our expectation of more favorable 21-113 results, 
we are maintaining our EPS estimates of $1.56/$1.67 for 2013/2014 and our 
Hold rating on NI. However, we are increasing our price target to $32 to reflect 
comparable company valuation metrics.
Key Points
■ Focused and predictable execution remains the story. Flat El’S for 2Q 

obscured NTs continued execution of its infrastructure investment program. 
The combination of opportunities to invest in its gas distribution business 
(customer growth and infrastructure replacement), electricity transmission 
and environmental upgrades, and the gas transmission and storage business 
continues to drive net income and cash flow growth. Ni maintained 2013 EPS 
guidance and its 5-year EPS growth goal of 5-7% annually.

■ Hikorp JV opportunities progressing on plan. Phase I ($150mm NI 
investment) of the Pennant Midstream JV (called Hickory Bend) is expected to 
be in service by the end of 2013. Expansion beyond Phase 1 will be based on 
the pace of drilling activity. In addition, the Utica/Point Pleasant upstream JV 
continues to progress as planned. Five of six wells drilled arc producing and 
the acreage shows similar mineral make-up to surrounding land. This will drive 
drilling activity throughout 2013. The JV remains part of the growth driver for 
NGT&S.

■ NIPSCO environmental investments on track: transmission upside.
Scrubber installation remains on track at Schahfer. At Michigan City, 
construction work has begun. In addition to this combined S750mm in spending, 
management identified S500mm-$ 1B in transmission investment opportunities, 
including 2 projects with projected in-service dates in the latter part of the 
decade, totaling$400-$500mm (NIPSCO portion) in MISO. Wcexpect updates 
on such incremental investments at NIPSCO throughout 2013.

■ Maintaining 2013/2014 estimates. Wc are maintaining our 2013/2014 EPS 
estimates of SI.56/S 1.67. We believe management has identified a strong 
investment pipeline through which to deliver its long-term EPS growth of 5-7% 
with accompanying dividend growth of 3-5%. Upside to our estimates could 
come from a variety of projects now in early stages, which further supports our 
current EPS estimates. Further, reducing 2015 equity needs could also drive 
additional EPS growth, which we believe is likely.

■ Maintain Hold rating, but raising target to $32. NI currently trades at 18.5x 
our 2014E EPS. This compares with I6.3x for comparable electric peers, but 
18.9x for gas peers. Our sum-of-the-parts (SOTP) value suggests $3)-$33 
excluding MLPs and $33-$36 including MLPs. Given NTs gas business, we 
expect the stock will trade at a premium to its electric peers, but may not fully 
reflect the MLP SOTP valuation. Coupled with our DCF this supports our target 
price of S32.

James L. Dobson, (TA • 212.4IJ2,205‘< • jdobsonifrwuinlemei.com V- Hn-.ivrlii h '■•.•(•ui iti( ». Jnc

For Required Disclosures and Reg AC, please see page 2 of report
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Disclosures:

Analyst Certification
I James L. Dobson. CFA, hereby certify that the views expressed in this research report accurately reflect my personal views about the subject companies and their underlying 

securities. I further certify that 1 have not and will not be receiving direct or indirect compensation in exchange for expressing the specific recoinmendalion(s) in this research 

report.

Valuation/Risks

» NI faces regulatory risk, operational risks in its gas and electric business, adequate access to capital markets, and financial risk as a result of its leverage.

■ We value utilities based on a comparable company analysis, a sum-of-ihe-parts (SOTP) analysis and a discounted cash flow (DCF) analysis.

General disclosures:

Prices are as of the close of 07/31 /13.

Ratines Distribution (in Percentages! &. Investment Banking Disclosure Chart Information

Ratings Distribution & Investment [tanking Disclosure

Rating Count Ratings Distribution* Count Investment Banking**

Buy -rated 135 57.69 36 26.67

Hold -rated 97 41.45 14 14.43

Sell -rated 2 0.85 1 50.00

* Percentage oj all Wunderlich-covered stocks assigned an equivalent Buy. Hold, or Sell rating.

** Peixentagc of companies wthin U'nnderlich-rateii Buy. Hold, and Sell categories for which Wunderlich or an associated firm provided investment hanking sen-ices within the 

past! 2 months.

Rating System:

There are three rating categories within the Wunderlich Securities Investment Rating System: Buy. Hold, and Sell. The rating assigned to each company is 

following criteria.

Buy - a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of greater than 20% over the next 12-18 months.

based

Hold - a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of plus or minus 5% over the next 12-18 months.

Sell — a security which at the lime the rating is instituted or reiterated indicates an expectation of a negative total return of greater than 10% over the next 12-18 months.

The analyst(s) who prepared this report may be compensated in part from a bonus pool that is partially funded by fees received by Wunderlich Securities for providing 

investment banking services.

_Rating arid Price.Target History for.Nisource Iric.'(NJ) as of 07-30-2013
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To request further information regarding the companies discussed in this report, readers may send an email to research^wundemel.com or may write to the Wunderlich 

Securities Research Department. Wunderlich Securities, Inc., 400 F. Pratt Street, Suite 710. Baltimore, Ml), 21202.

Other Disclosures

Wunderlich Securities, Inc. ("WSI") is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of Financial Industry Regulatory 

Authority and the Securities Investor Protection Corp. This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resj

James L. Dobson. CFA • 212.402.2059 • jduhson/H'wuiKlemet.com
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$ BARCLAYS

NiSource, Inc.

Good Q3 Results; MLR Still an Option

Remaining Overweight, raising price target to $33: We remain Overweight on shares 

as we remain comfortable that Nl can reach at least $1.8 billion in annual capex, which 

is the high end of guidance, in each of the next several years with solid execution and 

visibility for earnings growth. We reiterate our EPS estimates of $1.56/$1.68/$1.77 for 

2013/2014/2015 respectively and raise our price target from $32 to $33 to account for 

multiple expansion in the regulated group.

Q3 beat: For the quarter Nl reported adjusted EPS of $0.18. ahead of our and consensus 

estimates of $0.17 and last year's Q3 EPS of $0.05. The y/y improvement was mainly 

driven by rate base earnings and a $50 million charge recorded in 3Q12. Management 

reiterated FY 2013 guidance of $1.50-1.60, 3-year operating EPS growth guidance of 5- 

7%, and dividend growth guidance of 3-5%.

Continuing to execute: During the quarter, the company continued to make progress 

on its construction programs and on the regulatory front. The company expects to 

make a tracker filing to recover the ~$300 million in 2013 capex from the Columbia Gas 

Transmission pipeline modernization later this year. In the past 3 months Nl also made 

filings with the IURC for NIPSCO’s 7-year gas infrastructure program, which is around 

$700 million of total investments, and its 7-year electric program, which is around $1 

billion of total investments. Both are currently under review with the IURC, but we note 

the general attitude of the IURC and other parties regarding the SB 560 tracker 

legislation has been constructive. Initial investments in both are expected to begin by 

early-mid 2014.

MLR is still on the table: During the call, management reiterated the need to preserve 

NTs investment-grade credit rating and tax leakage considerations when considering a 

possible MLP. Management pointed towards an anticipated $400-500 million equity 

funding need in 2H15 and suggested that an MLP could be done as an alternative 

funding mechanism.

Nl: Quarterly and Annual EPS (USD)

ms -r, asB; .-v,-. " as©' :

.jjiimy U' , . i,.. !" i .................  ' ..." ji... ii'u-•-QSS& GGte* ..iS&k;/ ‘.■Qm-,

Q1 0.76A 0.69A 0.69A 0.69A N/A N/A 0.79E •9% N/A

Q2 0.23A 0.23E 0.23A 0.23A N/A N/A 0.25E 0% N/A

Q3 0.05A N/A 0.18A 0.16E N/A N/A 0.15E 260% N/A

Q4 0.44A N/A N/A 0.47E N/A N/A 0.47E N/A N/A

Year 1.46A 1.56E 1.56E 1.55E 1.68E 1.68E 1.67E 7% 8%

P/E 21.7 20.3 18.8

Source: Barclays Research.
Consensus numbers are from Thomson Reuters

Equity Research

Power & Utilities | North America Utilities 

31 October 2013

Stock Rating 

Industry View 

Price Target

OVERWEIGHT

Unchanged

NEUTRAL

Unchanged

USD 33.00 

raised 3% from USD 32.00

Price (30-0ct-2013) USD 31.70

Potential Upside/Downside +4%

Tickers Nl

Market Cap (USD mn) 9909

Shares Outstanding (mn) 312.58

Free Float (%) 99.21

52 Wk Avg Daily Volume (mn) 2.1

Dividend Yield (%) 3.1

Return on Equity TTM (%) 8.03

Current BVPS (USD)

Source: facrSe! Fundamentals

18.25

Price Performance Exchange-NYSE

52 Week range USD 32.52-23.14

j4n VCSj Ap' 701* Jim 2013 I'n

Unk 10 Bet cloys lt\e lor inleroalvtt churlmg

North America Utilities 

Daniel Ford, CFA 

1.212.526.0836 

daniel.x.ford@barclays.com 

BO. New York

William Zhang 

1.212.526.6203 

william.zhang@barclays.com 

BCI, New York

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 objectivity of this report.

Investors should consider this report as only a single factor in making their investment decision. 

PLEASE SEE ANALYST CERTIFICATION^) AND IMPORTANT DISCLOSURES BEGINNING ON PAGE 4.
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NiSource, Inc (Nl)

Income statement ($mn) 2012A 2013E 2014E 2015E CAGR

EBITDA (adj) 1.633 1,817 1,951 2,086 8.5%

EBIT (adj) 1,071 1,214 1,313 1,417 9.8%

Pre-tax income (adj) 656 749 813 882 10.4%

Net income (adj) 427 487 528 573 10.3%

EPS (adj) (S) 1.46 1.56 1.68 1.77 6.5%

Diluted shares (mn) 300.4 312.2 313.8 324.7 2.6%

DPS(S) 0.96 1.00 1.08 1.12 5.3%

Margin and return data Average

EBITDA (adj) margin (%) 32.2 32.7 34.0 35.3 33.5

EBIT (adj) margin (%) 21.1 21.8 22.9 24.0 22.4

Pre-tax (adj) margin (%) 12.9 13.5 14.2 14.9 13.9

Net (adj) margin (%) 8.1 8.8 9.2 9.7 8.9

ROIC (%) 8.3 8.8 8.9 8.8 8.7

ROA {%) 1.9 2.1 2.2 2.2 2.1

ROE {%) 7.4 8.4 8.8 8.7 8.3

Balance sheet and cash flow ($mn) CAGR

Net PP&E 12.916 14.152 15.264 16.345 8.2%

Total net assets 21,845 23,137 24.277 25.560 5.4%

Capital employed 12.881 13.815 14,805 16,087 7.7%

Shareholders' equity 5.554 5,780 6,020 6.579 5.8%

Net debt/(funds) 7.243 7,984 8.737 9,291 8.7%

Cash flow from operations 1.276 1.285 1.285 1.211 -1.7%

Capital expenditure -1.499 -1,960 -1.750 -1,750 N/A

Free cash flow -359 -885 -629 -555 N/A

Pre-dividend FCF -86 -573 -290 -192 N/A

Valuation and leverage metrics Average

P/E (adj) (x) 21.7 20.3 18.8 18.0 19.7

EV/EBITDA (adj) (x) 10.5 9.9 9.6 9.2 9.8

EV/EBIT (adj) (x) 16.0 14.8 14.2 13.6 14.7

P/BV (x) 1.7 1.7 1.7 1.6 1.7

Dividend yield (%) 3.0 3.2 3.4 3.5 3.3

Total debt/capital (%) 56.9 58.2 59.3 59.1 58.4

Net debt/EBITDA (adj) (x) 4.4 4.4 4.5 4.5 4.4

Selected operating metrics Average

Payout ratio (%) 65.8 64.1 64.1 63.4 64.4

Interest cover (x) 2.6 2.6 2.6 2.6 2.6

Regulated (%) N/A N/A N/A N/A N/A

Stock Rating: OVERWEIGHT

Price {30-0ct-2013) USD31.70

Price Target USD 33.00

Why Overweight? We rate Nl as an Overweight 

because of the attractive risk/reward profile from Nl's 

well-defined rate base growth strategy which we see 

as relatively low-risk. Moreover, we believe additional 

value can be captured in Nl's shale acreage, to which 

we assign a value of SI.50/share.

Upside case USD 38.00

Our upside case assigns a 12x 2015 EV/EBITDA 

multiple to the Columbia Pipeline Group under an 

MLP scenario.

Downside case USD 27.00

Our downside case assumes Nl trades in-line with the 

regulated group's multiple on 2015 EPS.

Upside/Downside scenarios

Price History 
Prior 12 months

High

Price Target 
Next 12 months 

Upside

38.00

32.52 ^
Cm rent

Target

31.70 33.00

.’s'

27.00

13.14
Low Downside

POINT® Quantitative Equity Scores 

Value

Quality

Sentiment

Low

Source.- POINT. The scores are valid as of the date of this 
report and are independent of the fundamental analysts' 
views. To view the latest scores, dick here.

Source: Company data, Barclays Research 
Note: FY End Dec

31 October 201 3 2
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Valuation
Our new PI of $33 is based on a 16.9x 2015 EPS multiple for the regulated business, which 

is a 10% quality premium to the regulated utility group, a 9.5x 2015 EBITDA multiple for the 

CPC segment, and $1.50 for Nl's Utica lease holdings. Our previous $32 PT was based on a 

15.2x 2015 EPS multiple for the regulated segments, 9.5x 2015 EBITDA for CPC, and $1.50 

for the Utica lease holdings.

3i October 2013 3
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ANALYST(S) CERTIFICATION(S):

I. Daniel Ford. CFA, hereby certify (1) that the views expressed in this research report accurately reflect my personal views about any or all of the 

subject 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 firm'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 firm'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 affiliates (collectively and each 

individually, "Barclays"). For current important disclosures regarding companies that are the subject of this research report, please send a written 

request to: Barclays Research Compliance, 745 Seventh Avenue. 14th Floor, New York. NY 10019 or refer to htlp://publicresearch.barclays.com 

or call 212-526-1072.

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 of their 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/nynpubs/disclaimer/disclaimer-research-dis5emination.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, Inc. (Nl, 30-0ct-2013, USD 31.70), Overweight/Neutral. A/C/D/|/K/L/M/0 

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 

previous 12 months.

B: An employee of Barclays Bank PLC and/or an affiliate is a director of this issuer.

C: Barclays Bank PLC and/or an affiliate is a market-maker and/or liquidity provider in securities issued by this issuer or one of its affiliates.

D: Barclays Bank PLC and/or 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 1 % or more of a class of equity securities of the issuer as of the end of the month prior 

to the research report's issuance.

C: One of the analysts on the coverage team (or a member of his or her household) owns shares of the common stock of this issuer.

H: This issuer beneficially owns 5% or more of any class of common equity securities of Barclays Bank PLC.

I: Barclays Bank PLC and/or an affiliate has a significant financial interest in the securities of this issuer.

J: Barclays Bank PLC and/or an affiliate trades regularly in the securities of this issuer.

K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation from this issuer within the past 12 months.

L: This issuer is. or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or 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 

and/or an affiliate.

N: This issuer is, or during the past 12 months has been, a non-investment banking client (non-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 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 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.

P: A partner, director or officer of Barclays Capital Canada Inc. has, during the preceding 12 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 sen/ices from this issuer m the past 1 2 

months.
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important disclosures continued

S: Barclays Capital Canada Inc. is a market-maker in an equity or equity related security issued by this issuer.

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 of all 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 of the industry coverage universe over a 12- 

month investment horizon.

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-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 fundarnentals/valuations are improving.

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 (EIX)

Great Plains Energy Inc. (GXP) 

National Grid Pic (NGG)

NV Energy, Inc. (NVE)

PG&E Corp. (PCG)

Portland Genera! Electric Co. (POR) 

Southern Co. (SO)

Wisconsin Energy (WEC)

Ameren Corp. (AEE)

Aqua America (WTR)

CMS Energy (CMS)

DTE Energy (DTE)

Emera Inc. (EMA.TO) 

Hawaiian Electric Inds (HE) 

NtSource, Inc. (Nl)

OGE Energy Corp. (OCE) 

Pinnacle West Capital (PNW) 

SCANA Corp. (SCO)

TECO Energy (TE)

Xcel Energy (XEL)

American Electric Power (AEP) 

Canadian Utilities Ltd. (CU.TO) 

Consolidated Edison (ED)

Duke Energy (DUK)

Fortis Inc. (FTS.TO)

ITC Holdings (ITC)

Northeast Utilities (NU)

Pepco Holdings (POM)

PNM Resources (PNM)

Sempra Energy (SRE)

Westar Energy (WR)

Distribution of Ratings:

Barclays Equity Research has 2478 companies under coverage.

44% have been assigned an Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating: 50% of 

companies with this rating are investment banking clients of the Firm,

39% have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 45% of 

companies with this rating are investment banking clients of the Firm.

14% have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating: 39% 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 12 months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst's price 

target over the same 12-month period.

Guide to the POINT© Quantitative Equity Scores:

The POINT Quantitative Equity Scores (POINT Scores) are based on consensus historical data and are independent of the Barclays fundamental
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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 of value include P/E, EV/EBITDA and Free Cash Flow.

A high/low Quality score indicates financial statement strength/weakness. Measures of quality 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 of the date of this report. To view the latest scores, which are updated monthly, dick 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. (BCI. New York)

Tokyo

Barclays Securities Japan Limited (BS)L, Tokyo)

Sao Paulo

Banco Barclays S.A. (BBSA. Sao Paulo)

Hong Kong

Barclays Bank PLC. Hong Kong branch (Barclays Bank, Hong Kong)

Toronto

Barclays Capital Canada Inc. (BCCI. Toronto)

Johannesburg

Absa Capital, a division of Absa Bank Limited (Absa Capital, Johannesburg)

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 (India) Private Limited (BSIPL, Mumbai)

Singapore

Barclays Bank PLC, Singapore branch (Barclays Bank, Singapore)
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IMPORTANT DISCLOSURES CONTINUED

NiSource, Inc. (Nl) StockRating Industry View

Closing Ric*? A larger 0 Riling Oiaagc

Link to Barclays Live for interactive charting

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 previous 12 months.

C: Barclays Bank PLC and/or an affiliate is a market-maker and/or liquidity provider in securities issued by NiSource. Inc. or one of its affiliates.

D: Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from NiSource, Inc. in the past 12 months.

): Barclays Bank PLC and/or an affiliate trades regularly in the securities of NiSource, 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 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

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.

0: Barclays Capital Inc., through Barclays Market Makers, is a Designated Market Maker in NiSource, Inc. stock, which is listed on the New York 

Slock Exchange. At any given time, its associated Designated Market Maker may have Tong' 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; Our PT is based on a sum-of the-parts valuation, assigning a 16.9x '15 P/E multiple for NIPSCO Electric and Gas 

Distribution, which is a 10% quality premium to the regulated group, and a 9.5x '15 EV/EBITDA multiple for Gas Transmission & Storage. In 

addition we assign a SI.50/share value to NI's western Utica acreage.

Risks which May Impede the Achievement of the Barclays Research Price Target: Risks to the outlook include the outcome of regulatory 

proceedings, rating agency actions, interest rales, and access to the capital markets.
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DISCLAIMER:

This publication has been prepared by the Corporate and Investment Banking division of Barclays Bank PLC and/or one or more of its affiliates (collectively 

and each individually, "Barclays"). It has been issued by one or more Barclays legal entities within its Corporate and Investment Banking division as provided 

below. It is provided to our clients for information purposes only, and Barclays makes no express or implied warranties, and expressly disclaims all warranties 

of merchantability or fitness for a particular purpose or use with respect to any data included in this publication. Barclays will not treat unauthorized 

recipients of this 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 liability 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 of the possibility of such damages, arising from any use of this 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 of any third-party web site accessed via a hyperlink in this publication and such information is not incorporated by reference.

The views in this publication are those of the author(s) and are subject to change, and Barclays has no obligation to update its opinions or the information in 

this publication. The analyst recommendations in this publication reflect solely and exclusively those of the author(s). and such opinions were prepared 

independently of any other interests, including those of Barclays and/or its affiliates. This publication does not constitute personal investment advice or take 

into account the individual financial circumstances or objectives of the 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 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 of future results.

This communication is being made available in the UK and Europe primarily to persons who are investment professionals as that term is defined in Article 19 

of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005. It is directed at 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 available only to such persons and will be entered 

into only with 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 of the London Stock Exchange.

The Corporate and Investment Banking division of Barclays undertakes US. securities business in the name of its wholly owned subsidiary Barclays Capital 

Inc., a FINRA and SIPC member. Barclays Capital Inc., a U.S. registered broker/dealer, is distributing this material in the United States and, in connection 

therewith accepts responsibility for its contents. Any U.S. person wishing to effect a transaction in any security 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 10019.

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 381 066 281) is regulated by the Autorite des marches financiers and the 

Autorite de controle prudentiel. Registered office 34/36 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, Absa Capital, the Investment Banking Division of Absa Bank Limited, an authorised financial 

services provider (Registration No.: 1986/004794/06. Registered Credit Provider Reg No NCRCP7), is distributing this material in South Africa. Absa Bank 

Limited is regulated by the South African Reserve Bank. This publication is not, nor is it intended to be, advice as defined and/or contempiated in the (South 

African) Financial Advisory and Intermediary Services Act, 37 of 2002, or any other financial, investment, trading, tax, legal, accounting, retirement, actuarial 

or other professional advice or service whatsoever. 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 Absa Capital in South Africa, 15 Alice Lane, Sandton, Johannesburg, Gauteng 2196. Absa Capital is an affiliate of 

Barclays.

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 Umited. Barclays Securities Japan Limited is a joint-stock company incorporated in Japan with 

registered office of 6-10-1 Roppongi, Minato-ku, Tokyo 106-6131, Japan. It is a subsidiary of Barclays Bank PLC and a registered financial instruments firm 

regulated by the Financial Services Agency of japan. 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 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 distritmted by Barclays Capital Securities 

Taiwan Umited to its clients. The material on securities/instruments not traded in Taiwan is not to be construed as recommendation' in Taiwan. Barclays 

Capital Securities Taiwan Limited does not accept orders from clients to trade in such securities. This material may not be distributed to the public media or 

used by the public media without prior written consent of Barclays.

This material is distributed in South Korea by Barclays Capital Securities Umited, Seoul Branch.

All equity research material is distributed in India by Barclays Securities (India) Private Umited (SEBI Registration No: INB/INF 231292732 (NSE). INB/INF 

011292738 (BSE). Registered Office: 208 | Ceejay House | Dr. Annie Besanl Road | Shivsagar Estate | Worli ] Mumbai - 400 018 ] India, Phone: * 91 22 

67196363). 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 supervision of Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). 

This material is distributed in Malaysia by Barclays Capital Markets Malaysia Sdn Bhd.

This material is distributed 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. 0060) is regulated by the Dubai Financial Services Authority (DFSA). Principal 

place of business in the Dubai International Financial Centre: The Gate Village. Building 4, Level 4, PO Box 506504, Dubai, United Arab Emirates. Barclays 

Bank PLC-DIFC Branch, may only undertake the financial services activities that fall within the scope of its existing DFSA licence. Related financial products or
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services are only available to Professional Clients, as defined by the Dubai Financial Services Authority.
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incorporated outside the UAE in Dubai (Ucence No.: 13/1844/2008. Registered Office: Building No. 6. Burj Dubai Business Hub. Sheikh Zayed Road, Dubai 
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3Q on Target; Reaffirmed 2013 Guidance

Event
NI reported 3Q13 core EPS of $0.18 in line with our estimate and consensus 

of $0.17. Primary deltas to our estimate include a $0.04 miss at the LDC (on 

higher operating expenses) offset by penny beats across each of Pipes, 

Electric, interest, and taxes. Key takeaways: 1) 2013 guidance of $1.50-1.60 

was reaffirmed (at $1.57 we're just over the midpoint given strong YTD 

performance); 2) two gas utility rate cases remain outstanding, specifically 

revenue increases of $ 16.6mm and $30mm in Kentucky and Massachusetts, 

respectively, which aim to recapture infrastructure modernization spend to 

which we already give credit. Positively, both are on track for resolution by 

1Q14; 3) NIPSCO has now filed for ~$1.7B in collective electric and gas 

modernization investment over seven years. We expect both cases to be 

litigated with resolution in February and May 2014, respectively, with the 

shape of the spend to ramp just as the current environmental spend 

subsides—in effect, extending the utility's growth profile; 4) NI continues to 

evaluate the possibility of an MLP (in context of impact on credit rating and 

tax leakage), which we think could be used to avoid ~$400mm in common 

equity need in 2H15 (to be clear, we sec any MLP focused on newer 

midstream investment rather than on the legacy pipelines), setting up a 

potential S-l filing by YE2014; and 5) management reiterated its long-term 

CAGR expectation of 5%-7% for EPS and 3%-5% for the dividend.

Impact & Analysis
Neutral (EPS results) to positive (more clarity on NIPSCO's modernization 

program). Our 2013-2015 estimates remain unchanged.

Valuation & Recommendation
Maintain Market Perform, although we're raising our valuation $1 to $33 

with a 1-tum EBITDA multiple premium for the LDC business reflecting its 

higher sustainable growth rate via the recently filed modernization program. 

NI now trades at 17.8x 2015 P/E—a deserved premium to the 16.0x gas and 

14.5x electric utility averages, but still trading in a fair valuation range.

Securities Info
Price (31-Oct) $31.52

52-WV( Highlow $33^23
Mkl Cap (mm) $9,853
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Target Price $33.00 T
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Yield 3.2%
Ftoat O/S (mm) 310.1
ADVol (30-day. 000s) 2.009

CkT* ' *jMi

U

X>

30

to
l

jt w
u^nr

:,Oi

'V'/

140

130

ICO

on

m
ISO
ICO

u

Valuation/Financial Data
(FY-Oec.) 2011A 2012A 2013E 2014E

EPS Pro Foma $1.31 $1.44 $1.57 $1.66
P/E 20.lx 19. Ox

Firsl Call Cons. $1.55 $1.67
EPS GAAP $0.52 $1.39 $1.69 SI .66

FCF $4.10 $4.31 $428 $3.93-1

P/FCF 7.4x 8. Ox

EBITDA ($mm) $1.382 S1.615 $1,741 $1,875
EV/EBITDA 9.5x 8.8x
Rev. ($rnm) $6,019 $5,091 $5,481 $5,624

EV/Rev 3.Ox 3.Ox

Quarterly EPS 1Q 2Q 3Q 4Q

2012A $0.73 $0.23 $005 $0.44
2013E $0.69A S0.23A S0.18A $0.47

Balance Sheet Data (30-Jun)
Net Debt ($mm) $6,740 TotalDebt/EBJTDA 4.Ox
Total Debt(Smm) $6,988 EBfTDA/IntE/p 4 2x

Net Debl/Cap. 49.0% Price/Bo ok 1.7x

Notes: All values in US$.

Source: BMO Capital Markets estimates. Boot berg. Thomson 

Reuters, and IBS Global Insight.

Changes Annual FCF Target
2014E $4.00 to $3.93 $32.00 to $33.00

Please refer to pages 7 to 10 for Important Disclosures, including the Analyst's Certification.
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3Q13 at a Glance

NI reported 3Q13 adjusted EPS of $0.18 in line with our estimate and a penny above consensus. 

Primary deltas to our estimate along with business segment summaries are detailed below:

+$0.01 Pipes. EBIT of $99mm was higher than our $95mm estimate primarily owing to higher 

equity earnings tied to Millennium Pipeline. Of note, total throughput of 260 MMDth decreased 

17% y/y, mainly due to narrower basis differentials between the Gulf Coast and southeastern 

US markets.

In addition to the base $320mm ($160mm net to NI) Pennant JV gathering and processing 

project, which remains on schedule, in September, the JV announced an additional $60mm 

($30mm net to NI) 38-mile NGL Pipeline that will initially transport 90k bpd once operational 

(expected 3Q14). Additional phases of the Pennant JV could be known as early as mid-2014. NI 

also identified a new potential project—Washington County Gathering, a greenfield gathering 

system in Washington County, Pennsylvania, to gather wellhead production, which could be 

$100-$ 150mm of investment and provide about $0.02 of annual EPS upside. In the longer term, 

LNG exports continue to present opportunities, noting the most advanced potential is the 

Cameron Access Project, which would provide a new lateral pipe to the Cameron LNG facility 

with in service in 2017 at the earliest. NI held a non-binding open season for this project earlier 

this year. We estimate the total investment to be $200-300mm, which in tum could generate 

upside of -$0.50 per share.

-$0.04 LDC. Adjusted EBIT of -Slmm (net of settlement agreement and asset sale loss) was 
tower than our $17mm estimate primarily due to higher operating expenses, including higlfl 

environmental costs, increased outside services, and increased employee and administratis 

costs. Of note, total volumes of 168 MMDth decreased 2% y/y, mainly due to warmer weather.

In August, NIPSCO Gas received regulatory approval to extend its 2010 customer rate 

settlement through 2020. In September, Columbia Gas of Maryland received regulatory 

approval for a revenue normalization adjustment mechanism for residential customers in 

addition to an annual revenue increase of $3.6mm; rates went into effect that same month. Of 

note, two rate cases remain outstanding that primarily aim to recapture the infrastructure 

modernization spending to which we already give credit. First, Columbia Gas of Kentucky is 

requesting a $ 16.6mm annual revenue increase; a decision is expected with rates in effect by 

January 2014. Additionally, Columbia Gas of Massachusetts is requesting a $30mm annual 

revenue increase; a decision is expected with rates in effect by March 2014. Finally, regulatory 

approval and implementation of the -$700mm seven-year modernization program at NIPSCO 

Gas (filed in October) is still expected by mid-2014.

+$0.01 Electric. Adjusted EBIT of $9lmm (net of weather) was higher than our $87mm 

estimate primarily due to a higher tariff. Of note, total volumes of 4,544 GW hours decreased 

by 2% y/y, mainly due to colder weather impacting residential usage.

In October. NI received regulatory approval for its investment plan totaling ~S60mm over the 

next three years in order to comply with the EPA's MATS rule. Regulatory approval and

Page 2 November l, 2013
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implementation of the ~$1B 7-year modernization program at NISPCO Electric (tiled in July) is 

still expected by mid-2014.

Corp/Other on target. Adjusted EBIT of-$5mm (net of asset sale gain) was in line with our 

estimate.

+$0.01 Interest Interest expense of $ 104mm was lower than our S 107mm estimate.

+$0.01 Taxes. The effective tax rate of 36% was higher than our 35% estimate.

Exhibit 1: NiSource Valuation

NiSource Inc.

Sum-of-the^arts Valuation Analysis
Valuation 

201SE Multiple Notes:

EBITDA by Segment
Gas Distribution S735 9.5x $6,981 - 1x turn higher given $70Qmm 7-yr pipe modernization prgm
Gas Pipelines $698 11.Ox $7,680 - lx turn higher given $4B 10-yr pipe modernization prgm (see tab)
Elecific $590 9.Ox $5,310 - lx turn higher given $3-1B l-T t&d modernization prgm (see lab)
Otner 165 iOx 1325

Value ol Operations $2,088 9.7x $20,298
NelOebt (YE 2014) ($9,638)
Preferred & Minority Interests
Pension/OPEB Underfunded Obligation ($1,030) 25% ($272) - est underfunded at YE12; risk adjusted at 25% (rest assumes recovery in rates)

Gross Risk nil Nrt Value
Utica Acreage - Central/West 175,000 0% 0 $5,000 — - Management indicates t50-200k potentially prospective

wlh geotechnical vatiabil'ty on size of oil ■window (full acreage position is 300k)

Ncl Equity Value $10,386
Diluted Shares Outstanding 317
Vsh $32.74

(Average Target Price (rounded): $33.00 1

Valuation Summary:
Current Pnee $31.52
Curronl Dividend $1.00
Appreciation Potential 4 7%
Current Yield 3 2%

(Total Return Potential 7.9%l

Source: BMO Capital Markets estimates, company data.

Page 3 November l, 2013
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Exhibit 1: NiSource Income Statement
Consolidated Earnings
IS Millions Exceol Per Share Data) 2009A 2010A 2011A

Operating Revenues:
Gas Distribution $3,303 $3,096 $2,918
Pipelines 8 Storage 1,241 1.261 1,355
Electric 1,213 1.375 1,428
Other 542 6Q3 212
Revenues 6.299 6.335 6,019

Operating Expenses:
Cost of Sales 2,978 2.898 2,556
Operation & Maintenance 1.650 1.654 1,723
DD&A 589 596 538
Loss (gam) on asset sales 16 1 17
Taxes and Other 283 222 295

Total Operating Expenses 5,516 5.436 5,129

Ooerairng Income 783 899 890
Other:

Equity in Earnings 16 15 15
Minority Interests 0 0 0
Other IS) 4 (61)

Total Other Income 10 19 (47)

Reported EBIT $793 $918 $844
EBITDA $1,383 $1,514 $1,382

EBIT Composition
Gas Distribution 328 324 394
Pipelines & Storage 389 377 360
Electric 117 234 210
Corporate 8 Other 140) 01) U2Q)
Total EBIT $793 $918 $844

Inteiesl Expense 399 392 377
Preferred Distributions of Subsidiaries 0 0 Q

Financing Expense 399 392 377

income Before Taxes 394 526 467
Income Taxes

Current (214) 118 (15)
Deferred 223 22 ns

Total Income Taxes 165 173 163
Effective Inc. Tax Rate (%) 42% 33% 35%

Nel Income From Continuing Operations 229 353 304
Discontinued Operations, net (12) (0) (5)
Change in Accounting IQ) (58) 2

GAAP Nel Income to Common $218 $294 $299

Adjustmcnls to Core
Asset impairment 0 0 0
Gain (Loss) From Disposal (8) 0 0
Other Non-Recurring Gams (Loss) (40) 11 (74)

Total Adjustments (49) 11 (74)
Non-GAAP Core Earnings $278 $342 $378

Shares Outstanding (mm)
Avg. Diluted Shares Out 276 280 289
Avg. Basic Shares Out 275 278 280
Period-end basic Shares Out 276 279 282

Faminos Per Share (Diluted)
GAAP EPS $0.79 $1.05 $1.04
Core EPS $1.01 51.22 $1.31

EPS Growth (core) -19.4% 21.0% 7.4%

nivirtenrls
Cash per share $0.92 S0.92 $0.92

Drv Growth 0.0% 0.0% 0.0%
Payout Ratio (%) 116.6% 87.5% 88.7%

Source: BMO Capital Markets estimates, company data.

2012A Q1 Q2 Q3 Q4 2013E 2014E 201SE

$1,960 $892 $393 $255 $762 S2.303 $2,977 $3,056
1,462 469 367 347 315 1.497 1.213 1,309
1,508 377 385 413 352 1.527 1.545 1.591

161 68 61 [32) 154 1112) UM)
5,091 1.794 1.212 1.077 1.397 5.481 5.624 5.842

1.549 668 360 243 372 1.662 1,644 1.641
1.674 455 453 469 471 1.849 1,869 1,943

564 144 143 145 150 582 611 647
(4) (0) <o> (10) 0 (10) 0 0

289 22 71 M ZS 300 300 221
4,072 1.373 1,027 911 1.071 4,382 4,423 4,537

1.020 421 186 166 326 1,098 1,201 1,305

32 7 8 11 13 39 63 76
0 0 0 0 0 0 0 0

ID 4 13 5 Q 22 0 Q
31 11 21 15 13 61 63 76

$1,051 $432 $207 $181 $339 SI.159 $1,264 $1,380
$1,615 $576 $350 $326 $489 $1,741 $1,875 $2,027

409 234 50 (4) 139 419 475 507
398 133 89 88 143 453 506 568
252 65 60 88 62 274 303 325

IS) IQ) S IQ IS) 12 122) (20)
$1,051 $432 $207 $181 $339 $1,159 $1,264 $1,380

416 99 102 104 110 414 455 496
2 Q 0 0 0 0 0 0

416 99 102 104 110 414 455 496

635 334 105 77 229 745 609 885

(06) 2 (18) (4) 20 (0) 142 155
305 117 51 32 §Q 252 142 155
219 118 33 28 80 259 283 310
34% 35% 31% 36% 35% 35% 35% 35%

416 215 72 50 149 486 526 575
0 9 (0) (1) 0 7 0 0
2 2£ 2 Q Q 55 0 Q

$416 $261 $72 $48 $149 $529 $526 $575

0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0

112) 0 0 IS) Q IS) 0 0
(17) 0 0 (8) 0 (8) 0 0

$433 $215 $72 $57 $149 $493 $526 $575

300 312 313 314 315 313 317 324
292 311 312 313 314 312 316 323
311 312 313 313 314 314 318 332

$1.39 $0.83 $0.23 $0.16 $047 $1.69 $1.66 $1.77
$1.44 $0 69 $0.23 $0.18 $0.47 $1.57 $1.66 $1.77
10.0% -5.7% 2.2% 245.5% 8.3% 9.2% 5.4% 6.9%

$0 95 $0.24 $0.25 $0 25 SO.25 SO.99 $1 03 $1.07
3 3% 4 3% 4.2% 4 2% 4 2% 4.2% 4 0% 3.9%

68 6% 58 6% 62.1% 60.4%
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Exhibit 2: NiSource Cash Flow Statement
Cash Flow Statemenl
IS Millions Exceol Per Share Dala) 2009A 2010A 2011A 2012A 01 02 Q3 04 2013E 2014E 2015E
Operating Activities
GAAP Nel Income from Com. Ops 2’8 292 299 416 261 72 48 149 529 526 575
DD&A 569 596 538 562 144 143 145 150 582 611 647
Deferred income tax benefit 378 200 178 305 117 51 32 60 259 142 155
Deferred Revenues A (20) 3 (8) (0) 0 2 0 2 0 0
Amortization of premium on debt 13 10 9 10 2 2 2 0 7 0 0
Less Gam or Loss on assets (*1) (0) 0 (4) (0) (0) (10) 0 (10) 0 0
Less Equity Earnings plus Cash Distributions (15) 7 16 4 (0) (3) (4) (6) (12) (32) (38)
Other non-cash income items 2Si 112 122 It 137) 11 12 2 114) 2 Q

OCF (pre-working capital) $1,219 $1,197 $1,183 $1,295 $485 $276 $227 $354 $1,343 $1,246 $1,338
OCF per share $4.42 $4.27 $4.10 $4.31 $1.56 $0.88 $0.72 $1.12 $4.26 $3.93 $4.13

Working Capital:
Accounts and notes receivable 259 (244) 318 (181) (111) 430 124 443 0 0
Inventory t29 103 (142) 62 255 (182) (177) (104) 0 0
Less Change of Price Risk Management Activities 0 0 0 0 0 0 0 0 0 0
Accounts payable (192) 38 (155) 57 25 (145) (59) (178) 0 0
Customer deposit, net 25 (25) (5) (44) (102) (3) 85 (20) 0 0
Other assets 83 (206) (201) 144 (90) 226 (188) (52) 0 0
Other Liabilities 282 (66) (78) (08) (26) (157) 17? QU 0 0
Changes in Working Capital 686 (420) (262) (30) (48) 770 (43) 0 79 6 0

Oisconlmued Operations (252) (57) isu 11 12 m (2) 2 11 U 2
Cash Flow From Operations 1.651 720 870 1.276 449 445 184 354 1.432 1.246 1.338

Investing Ar(ivl(ies
Capital Spending (to PPSE) (777) (804) (1.125) (1.499) (369) (432) (496) (703) (2.000) (1.775) (1.675)
Purchases Of equity investments 0 0 0 0 0 0 0 0 0 0 0
Acquisitions 0 0 0 0 0 0 0 0 0 0 0
Proceeds from assel sales 6 1 9 26 1 0 17 0 18 0 0
Other 109 (142) (34) 11 1 (40) (52) 2 (91) 0 0

Cash Used in Investing (662) (944) (1.149) (1.422) (368) (472) (530) (703) (2.073) (1.775) (1.675)
Discontinued Operations 5 Q 0 13) 12? 0 13) 0 119 2 0

Investing Cash Flow (655) (943) (1,149) (1.425) (246) (472) (533) (703) (1.954) (1.776) (1.675)

Financing Ac|lvgi?s
Sale of Common Stock 26 14 24 384 17 7 12 12 48 48 398
Sale of Preferred Stock 0 0 0 0 0 0 0 0 0 0 0
Sale of L.T. Debt t.460 250 890 968 0 815 0 500 1.315 800 500
Redemption o! Common Stock (3) (2) (3) (10) (8) (0) (0) 0 (8) 0 0
Redemption of Preferred Stock 0 0 0 0 0 0 0 0 0 0 0
Redemption of L.T. Debt (1.170) (1,071) (287) (332) (427) (24) (54) 0 (505) (500) (230)
Change m Notes Payable. LC. ST Debt (1.061) 1.280 (23) (582) 354 (754) 443 0 44 400 0
Payments to Minority Interests 0 0 0 0 0 0 0 0 0 0 0
Dividends (253) (256) 1258) (273) (75) (75) (78) (78) (306) (305) (326)
Other Q 0 (62) 2 0 0 Q) 2 ID 0 2
Cash From (For) Financing (1.000) 216 281 175 (138) (30) 320 434 585 443 342
Discontinued Operations e 2 0 2 2 2 2 2 0 2 0

Financing Cash Flow (1.000) 216 281 175 (138) (30) 320 434 585 443 342

Change in Cash <W) ($7) S2 $25 $65 ($57) ($30) $84 563 ($86) $5
Cash & Temp. Inv. Beginning of Vr. 521 115 12 112 m $10? IIS $15 137 1122 112
Cash & Temp, Inv. End ol Yr. $16 S9 $12 $37 $102 $40 $15 $100 $100 $13 $19

Source: BMO Capital Markets estimates, company data.
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Exhibit 3: NiSource Balance Sheet

Balance Sheet
IS Millions Exceol Per Share Dalai 2009A 2010A 2011A 2012A Q1 Q2 03 Q4 2013E 2014E 2015E

Assets:
Cash & Equivalent 16 9 12 36 101 45 15 100 100 13 19
Restricted Cash 175 203 161 47 23 29 18 18 18 18 18
Receivables 848 1.121 951 1,114 1,254 836 702 702 702 702 702

Allowance lor Uncolleeiabie Acts. (40) (41) (31) (24) (32) (32) (20) (20) (20) (20) (20)
Unbilled Revenues 0 0 0 0 0 0 0 0 0 0 0

Underrecoveied gas & fuel costs 40 136 21 45 17 1 16 16 16 16 16
Inventories 385 428 566 496 241 420 595 595 595 595 595
ST Assets Price Risk Management 173 160 137 92 58 40 21 21 21 21 21

Regulatory Assets 238 152 170 163 142 146 153 153 153 153 153
Other Current Assets 2§Z 283 262 384 228 224 246 246 246 246 2£&

Total Current Assets 2,224 2.449 2,248 2,352 2,032 1.708 1.746 1,830 1.830 1,744 1,749
Plant & Equipment (Gross) 19.038 19.590 20,470 21.902 22,194 22.644 23,171 23.874 23.874 25.649 27,324
Accumulated DD&A 18.354) 18,4,83) (8 6701 18.988) (9.075) (9.170) (9.259) (9.409) (9.409) 110 020) (IQ .£66)
Plant & Equipment. Net 10,684 11.097 11.800 12.916 13,119 13.474 13.912 14,465 14.465 15,629 16.657

Investments 295 349 356 438 451 469 529 529 529 529 529
LT Assets Price Risk Management 238 240 189 56 36 34 0 0 0 0 0

Regulatory Assets 1,644 1.650 1.978 2.024 1.954 1,902 1,863 1.863 1.863 1,863 1.863
Goodwill 3.677 3,677 3.677 3.677 3.666 3.66B 3,666 3,666 3.666 3,666 3,666
intangible Assets 320 309 298 287 284 281 278 278 278 278 278
Other Long Term Assets (4 flywheel) & 168 1£2 24 23 £S £2 25 25 m 164

Total Assets 19.134 19,939 20.708 21.845 21.636 21.622 22.084 22.727 22.727 23.836 24,908

1 labilities A Pniilty:
ShorlTerm Debt 800 1,417 1.667 1.284 1,221 448 1.362 1.362 1.362 1.762 1,762
Accounts Payables 502 582 435 539 527 471 448 448 448 448 448
ST Liabilities Price Risk Management 190 174 168 95 53 48 9 9 9 9 9
Regulatory Liabilities 44 93 112 172 107 80 76 76 76 76 76
Other LS2S L324 1 245 t 21? 1 067 1 071 1111 1 111 1 111 1 111 1 111

Total Current Liab 3.111 3,649 3.646 3,302 2.974 2.068 3.006 3.006 3,006 3.406 3,406
Long Term Debt 5.988 5,936 6.267 6,819 6,804 7,617 7,089 7,589 7.589 7,889 8,159
LT Liabilities Price Risk Management 170 182 139 20 7 5 2 2 2 2 2

Accumlated Deferred Taxes 2.018 2.243 2.571 2,953 2.960 3,063 3,134 3.194 3.194 3,335 3.490
Regulatory Liabilities 1,559 1,596 1.664 1.593 1,611 1.611 1.616 1,616 1.616 1,616 1.616
Other Liabilities im 14Q2 1 A74 1SQ2 L5S2 1 .666 152S 1532 1523 1 538 1.538
Total Liabilities 14,418 15.016 15.711 16.290 15.946 15.919 16.383 16,943 16.943 17,785 18,210
Preferred Equity/Securities of Consolidaled Subsidiaries 0 0 0 0 0 0 0 0 0 0 0

Common Equity 4,717 4,923 4.997 5.554 5,691 5,703 5.701 5,783 5,783 6,052 6.638
Other Q 0 0 2 0 0 Q 0 C 0 0

Total Liab A Equity 19.134 19.939 20,708 21.845 21.636 21.622 22.084 22.727 22,727 23,836 24.908

Source: 8MO Capital Markets estimates, company data.
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NiSource Inc. (Nl)

Quarterly Price (US$)
Target PnccfUSS)
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First Call 2014FY Cons.EPS ( Oct 13= 1.67 USS)

2013

35

30
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15
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160

140
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1.6

1.5

1.4

1.5

FYE
(Dec.)

EPS
USS

P/E
Hi . Lo

DPS
USS

Yield% 
Hi - LO

Payout BV
USS

1
Hi -

P/B
Lo

ROE
%

Nl - Rating as of 26-Jun-08 * Mkt

1992 1.00 13.5 11.3 0 62 5.5 4.6 62 7.9 1.7 1 4
1993 1.16 150 10.7 0.72 5.8 4.1 62 8.3 2.1 1.5 14
1994 1.24 13.3 10.5 0.78 6.0 4.7 63 8.7 1.9 1 5 15
1995 1 36 14.2 10.4 0.84 5.9 4.4 62 90 2.1 1.6 15
1996 1 43 14.1 12 3 0.90 5.1 4.5 63 9 2 2.2 1.9 16
1997 1.53 163 12.4 0.96 5.1 38 63 102 25 1.9 16
1998 1 59 21.2 14 4 1 02 4.5 30 64 9.8 3.5 2.3 16
1999 1.52 20 4 108 1.08 6.6 35 71 10.9 2.8 1.5 15
2000 1.89 16.7 6.7 1.08 8.5 34 57 16.6 1.9 0.8 14
2001 1.30 25.0 14.0 1.16 6.4 36 89 16.8 1.9 1.1 8
2002 2.00 12.5 7.3 1.16 8.0 4.6 58 20.1 1.2 0.7 11

2003 1.60 13.7 10.2 0.92 5.6 4 2 58 168 1.3 1 0 9
2004 1 61 14.2 12.2 0.92 4.7 4.0 57 17.7 1.3 1.1 9
2005 1 42 180 14 4 0.92 4 5 3.6 65 18.1 1 4 1.1 8

2006 1.43 19.6 136 0.92 4.7 3.3 64 18.3 1.5 1.1 8

2007 1.38 20.3 12.7 0.92 5.3 3.3 67 18.5 1.5 0.9 7
2008 1.27 156 8.1 0.92 8.9 46 72 17.2 1.1 06 7
2009 1 06 14.9 7.3 092 11 3 5.8 87 17.6 0.9 04 6
2010 1.22 14.7 11.6 0.92 6 5 5.1 75 17.7 1.0 08 7
2011 1.33 18.0 12.7 0.92 5.5 38 69 17.7 1.4 0.9 8
2012 1.44 18.2 15.0 0.96 4 4 3.7 67 17.9 1.5 1 2 8

Range': 25.0 6.7 11.8 30 3.5 0 4

Current' 1.41 21.9 1 00 3.2 71 18.3 1 .7 8

Growth(%): 
5 Year: 2.6 1.7 -0 3

10 Year: •1.6 0.8 -1 0
20 Year: 09 2.1 4 3

' Current EPS is me 4 Quarter Trailing to Q2/2013.
■ Valuation metrics are Based on high and low for the fiscal year.
■ Range indicates tne valuation range for the period presented above.

Last Price ( October 25. 2013): S32.32 
Sources: !HS Global Insight. Thomson Reuters. BMO Capital Markets.
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Rating
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Large Cap, US Small Cap, Income. CDN Quant, and US Quant have replaced the Top Pick rating).

Prior BMO Capital Markets Rating System (January 4, 2010 - April 4, 2013):

http://researchglobal.bmoeapitalmarkcts.com/documents/2013/prior_rating_ system.pdf
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NiSource Inc (Nl)

Results: 3Q Slight Beat; Operationally Strong Q; Maintain Outlook

o Citi's Take — Nl reported 3Q EPS of $0.18, better than our $0.17 estimate and 

ahead of the Street’s $0.16. Higher electric profits more than offset lower than 

expected results from the gas pipelines and gas utilities. The company discussed 

the merits of an MLR on the call.

■ Guidance — Nl reaffirmed non-GAAP FY13 EPS guidance of $1.50 - $1.60. We 

continue to estimate ~$1.54p/s.

■ Transmission and Storage — T&S EBIT was $99mn, lower than our forecast of 

$111mn on higher O&M. Nl indicated that its capex program has put upward 

pressure on O&M spending. At year-end, Nl will make a tracker filing with FERC for 

$300mm in investments, which could add about $0.05 per share to 2014 EPS.

■ Electric Operations — Electric EBIT was $90.5mn vs our estimate of $81.8mn. An 

increase in environmental cost recovery and industrial/commercial margins 

combined with lower storm damage and power generation costs drove the beat.

MLP — Management said launching an MLP was a “viable option" and “worthy of 
consideration" but a decision does not appear to be imminent. They want to weigh 

“credit considerations" and tax leakage before moving forward. They do not see 

either obstacle as a deal-breaker, however. While we believe putting Nl's midstream 

projects and certain of its pipelines into an MLP would work, dropping the large 

Columbia Gas Transmission asset into an MLP might create some complications 

given most of the customers on this pipeline are affiliated gas utilities of Nl.

Neutral 2

Price (31 Oct 13) US$31.52

Target price US$35.00

Expected share price return 11.0%

Expected dividend yield __________3.2%

Expected total return 14.2%

Market Cap US$9,853M

Price Performance 

(RIC: NI.N, BB: NIUS)

USD 

32 

30 

28 

26 

21
22 _ .

31 31 30 30
Dec Mar Jun Sep

■ Shelf Filing — Nl filed an automatic registration statement (or “shelf) yesterday. It 
enables the company to sell securities in the future, including common and 

preferred stock, debt securities, etc. Management reaffirmed its target for the next 

equity issuance in 2H15 and indicated it would be on the order of $400mn.

■ Implications — We maintain our $35p/s target price and Neutral rating.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 0.66A 0.24A 0.06A 0.44A 1.39A 1.42A *1-212-816-2825

2013E 0.69A 0.23A 0.17E 0.45E 1.54E 1.55E faisel.khan@citi.com

Previous 0.69A Q.23A 0.17E 0 45E 1.54E na Blake Clayton

2014E 0.82E 0.38E 0.16E 0.42E 1.78E 1.67E &!ake.clayton@cili com

Previous 0.82E 0.38E 0.16E 0 42E 1.78E na

2015E 0.82E 0.40E 0.20E 0.46E 1.88E 1.80E

Previous 0.82E 0.40E 0.20E 0.46E 1.88E na

Source: Company Reports and dalaCenirai, Citi Research FC Cons: First Call Consensus

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.

Citi Research is a division of Citigroup Global Markets Inc. (the 'Firm'), which 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 objectivity of this report. Investors should consider this report as only 
a single factor in making their investment decision.

r
citivelocity.com



NiSource Inc (Nl)
31 October 2013 PaQBfPR&sSarch

GAS-ROR-010
Attachment C

Figure I.Nt's Quarterly Earnings Comparison

Actual
3Q13

Citi
Estimate Actual 

3Q13 Delta (%)
Actual
2Q13

Actual
Change Q-o Q 

Unit Delta 1%)
Actual
3Q12

Gas Distribution

Actual
Change Y-o-Y 

Unit Delta (%l

Sales Revenues 412.8 408.3 1% 572.4 (159 6) •28% 389.9 22.9 6%
^.n«| nt Gas Solti 131.8 167 8 -21% 239 1 (107 31 •45% 1177 14 1 i?%

Net Revenues 281.0 240.5 17% 333.3 (52.3) -16% 272.2 88 3%

EBIT (0.5) 6.1 -108% 50.0 (50.5) -101% 162 (16.7) -103%

Sales and Transportation Volumes (MMDlh)

Residential 15.2 34.8 • 56% 132.0 (116.8) •88% 28.3 03.1) -46%
Commercial 16.2 27.0 •40% 75.3 (59.1) -78% 25 2 (9.0) •36%
Industrial 120.7 113.4 6% 133 3 02.6) -9% 114.1 6.6 6%
Dff.Svstem and Other 156 18.6 -16% 2U (63) • 29% 173 ILZ) •10%

Total (Including Weather Adjust.) 167.7 193.8 •13% 362.5 (194.8) -54% 184 9 07.2) -9%

% Warmer (Colder) than Normal 11.0 (0.1) 0.4

Customers
Residential 3022.3 3035.5 0% 3072.9 (50.6) -2% 3018.1 4.2 0%
Commercial 276.2 278.2 • 1% 281.9 (5.7) -2% 276.8 10.6) 0%
Industrial 7.5 7.5 0% 7.6 (0.1) -1% 7.7 (0.2) •3%

Other 0£ 0.0 0.0 0.0 857% 0.0 0.0 5%
Total Customers 3306.0 285.7 1057% 289.5 3016.5 1042% 284.5 3021.5 1062%

Gas Transmission and Storage

Transportation Revenues 176 4 201.3 -12% 171.6 4.8 3% 109 3 67.1 61%
Net Revenues 282.6 264 2 7% 273.8 8.8 3% 188.1 94.5 50%

EBIT 98.7 110.8 •11% 88.9 9.8 11% 38.8 59.9 154%

Throughput (MMDlh)
Columbia Transmission 156.4 196.6 (38.2) •19% 189.1 (30.7) -16%
Columbia Gull 1.3 169.8 (168.5) •99% 205.9 (204.6) -99%
Crossroads Pipeline 00 33 (3.3) •99% 33 (3.3) •99%
lowseomeni Eliminations r3R 51 (81 41 44.9 -55% (86 1) 49 6 -58%

Total Throughput 260.0 288.3 (28.3) -10% 312 2 (52.2) -17%

Electric Operations

Sales Revenues 416.8 419.1 -1% 385.1 31.7 8% 419.9 (3.1) -1%
Coil nt Sales 142.2 143.5 -1% 141 3 0.9 1% 142.8 (06) 0%

Net Revenues 274.6 275.6 0% 243 8 30.8 13% 277.1 (2.5) -1%

EBIT 90.5 81.8 11% 59.5 31.0 52% 83 6 6.9 8%

Sales (GWh)
Residential 1000.5 1124.3 •11% 769.1 231.4 30% 1118.7 (1182) -11%
Commercial 1066.1 1076.5 -1% 942.6 123.5 13% 1071.1 (5.0) 0%
Industrial 2337.2 2259.1 3% 2256.3 80.9 4% 2247.9 89.3 4%
Wholesale 108.6 157.9 -31% 494.7 (386.1) -78% 157.9 (49.3) -31%

Other 31 3 26.7 17% 27 0 4 3 16% 26 7 4 6 17%
Total (Including Weather Adjustment) 4543.7 4644.5 -2% 4489.7 54.0 1% 4622.3 (78.6) •2%

% Warmer (Colder) than Normal (0.1) 0.1 0.2

Customers
Residential 401.2 402.2 0% 401.2 0.0 0% 400.2 1.0 0%
Commercial 54.3 54.2 0% 54.2 0.1 0% 53.9 04 1%
Industrial 2.4 2.5 •3% 2 4 (0.0) 0% 24 (0.1) -3%
Wholesale 0.7 0.7 0% 0.7 00 0% 0.0 0.7 4182%
Other OO 02 -99% 00 00 0% 07 (0.7) •99%

Total 458.5 459.5 0% 458 5 0 1 0% 457.2 1.3 0%

Corporate/Other

EBIT (5.0) (7.8) -35% (4.5) (0.5) 11% (7 8) 28 -35%

Consolidated Financial Results

Gross Revenues 1083.0 1091.6 • 1% 1231.3 (148.3) -12% 997 9 85.1 9%

Costs of Sales (ex D&A) 243.2 315.3 -23% 380 5 (137.3) -36% 260.5 (17.3) -7%

O&M 468 9 370.1 27% 455 9 13.0 3% 426.7 42.2 10%
D&A 144 5 164 0 -12% 141.5 3.0 2% 124.3 20.3 16%
Non-inrome Taxes 64 3 61 a 4% 67 6 Q31 •5% 59 6 4.7 8%

Total Operating Expenses 666.6 595.8 12% 665 0 1.6 0% 610.6 56.1 9%

EBIT 183.7 184.8 -1% 193.8 (10.1) -5% 134.9 48.9 36%

Income Taxes 27.6 29.9 •8% 32.7 (5.1) -16% 11.5 16.1 140%

Net Income from Continuing Ops 57.1 53.2 7% 72.4 (15.3) •21% 17.7 39.5 224%

EPS 50.18 $0.17 6% $0.23 (0.05) -22% $0.06 0.12 206%

Source: Citi Research, company filings
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NiSource Inc

Valuation

We average multiple valuation methodologies to derive our $35 target. Our NAV 

yields a value of $40. We value regulated assets at a multiple of rate base. These 

values are partially offset by the company's net debt. Our DDM, which incorporates 

our rate base growth assumptions, values the company at $40. Our P/E and 

EV/EBITDA multiples (2014 estimates) are based on our proprietary analyses, 

which utilize current equity risk premiums, current betas and projected risk-free 

yields.Our P/E and EV/EBITDA analyses yield values of $30 and $33.

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, tariffs 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 earnings (5) Uplift 

from an MLP - Currently, we do not include any uplift from NiSource pursuing an 

MLP strategy. However, significant upside may exist if the Company is able to 

successfully implement this strategy.
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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 of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst. 
Each of these analyst(s) certify, with respect to the section(s) of the report 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 part of the research analyst's 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 he

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of NiSource Inc.

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from NiSource 

Inc.

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking 
services from NiSource Inc.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from NiSource Inc in 

the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking clients): NiSource Inc.

Citigroup Global Markets Inc. currently has., or had within the past 12 months, the following as clients, and the services provided were non-investment- 
banking, securities-related: NiSource Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment
banking, non-securities-reiated: NiSource Inc.

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its 
affiliates {’the Firm’). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking 

revenues.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product (’the 
Product"), please contact Citi Research, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance [E6WYB6412478], In 
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's 
disclosure website at https://www.citivelxity.com/cvr/eppublic/citi_research_disclosures. Valuation and Risk assessments can be found in the text of the 
most recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citi Research Equity Ratings Distribution
12 Month Rating Relative Rating

Data current as of 30 Sep 2013 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 48% 40% 12% 6% 87% 6%

% of companies in each ratinq cateqory that are investment bankinq clients 55% 50% 43% 64% 51% 48%

Guide to Citi Research Fundamental Research Investment Ratings:
Citi Research stxk recommendations include an investment rating and an optional risk rating to highlight high risk stocks.

Risk rating takes into account both price volatility and fundamental criteria. Stxks will either have no risk rating or a High risk rating assigned.
Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return 
fETR*) and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield tor a stxk within the next 12 months. The 
Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stxks; and Sell (3) for negative ETR. Any covered stxk not 
assigned a Buy or a Sell is a Neutral (2). For stxks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment 
catalysts 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, 
thus, not derive an ETR. Analysis may place covered stocks "Under Review' in response to exceptional circumstances (e.g. lack of information critical to the 
analyst's thesis) affecting the company and / or trading in the company's securities (e g. trading suspension). As sxn as practically possible, the analyst will 
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our 
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation. 

Relative three-month ratings; Citi Research may also assign a three-month relative cal! (or rating) to a stxk to highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific 
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the 
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration, 
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stxk's fundamental equity rating, which
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reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to 
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is 
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings 
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.

Prior to October 8,2011. the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both 
price volatility and fundamental criteria, were: Low (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 response to exceptional circumstances (e g. lack of information critical to the analyst's thesis) 
affecting the company and/or trading in the company's securities (e.g. trading suspension). Slocks placed ‘Under Review" were monitored daily by 
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets 
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-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) (0%-I0%for Low-Risk stocks, 0%-15% 
for Medium-Risk stocks, 0%-2Q% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging 
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for 
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for 
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low- 
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading 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._____

NOM-US RESEARCH ANALYST DISCLOSURES
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Globa! 
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 subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

Citigroup Globa) Markets Inc _____ False) Khan, CFA; Blake Clayton

OTHER DISCLOSURES ~

The subject company's share price set out on the front page of this Product is quoted as at 31 October 2013 04:00 PM on the issuers primary market.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuerfs) 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 the 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 reiiable, 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 of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The 
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

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 stxk and ils corresponding 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 Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the 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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The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citi Global Markets Australia Pty Ltd. (ABN $4 003 114 832 and AFSL No. 240992), participant of 
the ASX Group and regulated by the Australian Securities & Investments 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 to Australian Private Banking wholesale clients through bankers and relationship managers. If there is any 
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup 
companies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in Brazil by 
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissao de Valores Mobiliarios, BACEN - Brazilian Central Bank, APIMEC - 
Associagao dos Analistas e Profissionais de Investimenlo do Mercado de Capitals and ANBID - Associate Nadonal dos Bancos de Investimento. Av. 
Paulista, 1111-11° andar- CEP. 01311920 - Sao Paulo - SP. if the Product is being made available in certain provinces of Canada by Citigroup Global 
Markets (Canada) Inc. fCGM Canada'), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 

2M3. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul Cezanne, Seme, Paris, France. The Product is distributed in 
Germany by Citigroup Global Markets Deutschland AG fCGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 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 its content. Citigroup 
Global Markets Asia Ltd. is regulated by Hong Kong Securilies and Futures Commission. If the Research is made available through Citibank, N.A., Hong 
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank 
N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Privale 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. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any 
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred 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 regulations, 
and may not be offered or sold within the territory of the 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 available in Israel through Citibank NA, 
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel. The Product is made 
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. Via dei Mercanti, 12, Milan, 20121, 
Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ('CGMJ'), which is regulated by Financial Services Agency, Securities 
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under 
license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website. If 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 by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association 
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea. KOFIA makes 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 Citigroup Global Markets Korea 
Securities Ltd. http://dis.kofia.or.kr/fs/dis2/fundMQr/DISFundMarAnalvstPoo.iso?comDanvCd2;:A03030&paqeDiv=02. The Product is made available in 
Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Citibank Building, 

39 Da-dong, Jung-gu, Seoul 100-180, Korea. The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 
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 byAcciones y Valores Banamex, S.A. De C. V. Casa de Bolsa, Integrante del Grupo Financiero 
Banamex ('Accival') which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nadonal Bancaria y de Valores. Reforma 398, Col. 
Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available to 'wholesale clients' only as defined by s5C(1) of the Financial Advisers Act 
2008 ('FAA') through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as defined by 
the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 
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Pipelines & Gas Utilities

Secular Growth; Interest Rate Headwind; Marcellus Analysis

b Recommendations — We downgrade MOD to Neutral largely on valuation. We 
continue to estimate significant upside for CNP and EGN.

a Valuations — We are lowering our target multiples for the gas utilities from 16.5x to 

16.Ox. This change is based our revised forecast of BBB U.S. corporate bond yields 

for 2014 (based on Citi 10-year UST forecasts), which determines the multiples we 

use to value these assets. However, given the significant investments taking place 

across the entire gas utility industry for pipeline replacement, rate base growth is 

actually resulting in slightly higher target prices for the gas utilities. Our relative 

valuation for pipeline assets continues to be a nearly 15% premium to gas utilities 

given the growth and cash flow profile for the pipelines.

a Outlook — We continue to believe the secular growth trends in North American 

hydrocarbon production bode well for the pipeline group resulting in a record 

amount of capital spending to build midstream infrastructure (~$45Bn in 2013). 

However, we believe higher interest rates will certainly act as a headwind on stock 

price performance.

Deep Dive: Marcellus and Utica Shale — The outlook for natural gas production 

growth in the Marcellus, now the largest domestic shale gas play, and emerging 

Utica play remains robust despite a short-term plateau as infrastructure catches up. 

We estimate that Marcellus and Utica gas production could reach --16 Bcf/day by 

2017, driving a -6 Bcf/day build-out of gas takeaway capacity. We also see NGL 

production rising to 500-900 mb/d by 2017, prompting an expansion of ~8.5 Bcf/day 

of processing capacity and -700 mb/d of fractionation capacity by 2017 based on 

announced projects.
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Current Year
Rating Target Price Earnings Estimates

Company Ticker Old New Old New Old New
Atmos Energy ATO 2 2 US$43.00 US$47.00 US$2.62 US$2.60
Brookfield Infr BIP 2 2 US$39.00 US$39.00 US$0.61 US$0 61
CenterPnt Energy CNP 1 1 US$27.00 US$29.00 US$1.21 USS1.23
Energen EGN 1 1 US$6t.OO US$99.00 US$3.58 US$3.87
Enbridge ENB.TO 2 2 C$46.00 C$46.00 C$1.86 C$1.79
AGL Res GAS 2 2 US$44.00 US$47.00 USS2.75 US$2.65
MDU Res Grp MDU 1 2 US$29.00 US$30.00 US$1.27 US$1.38
Natl Fuel Gas Co NFG 1 1 US$57.00 US$83.00 US$3.18 US$3.16
NiSource Inc Nl 2 2 US$30.00 US$35.00 US$1.54 US$1.54
Spectra Ener SE 2 2 US$36.00 US$35.00 US$1.48 US$1.42
Sempra Energy SRE 1 1 US$91.00 US$91.00 US$4.02 US$4.02
Questar Corp STR 1 1 US$25.00 US$25.00 US$1.13 US$1.20
Southwest Gas SWX 2 2 US$51.00 US$57.00 US$3.00 US$3.15
Inlegrys En TEG 2 2 - US$3.39 US$3 46
TransCanada TRP.TO 2 2 C$51.00 CS51.00 C$2.26 C52.31
UGI UGI 2 2 US$40.00 US$42.00 US$2.50 US$2.44
Vectren WC 2 2 US$36.00 US$38.00 US$2.02 US$1.95

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.

Citi Research is a division of Citigroup Global Markets Inc (the 'Firm’), which 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 objectivity of this report. Investors should consider this report as only 
a single factor in making their investment decision.
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Earnings Estimates & Conference Call 

Details

Below is a snapshot of our earnings estimates versus consensus as well as 

conference call details.

Figure 1. CQ 3’13, FY 2013 and FY 2014 Estimates vs. Consensus

Ticker Company
3CQ’13

CREsL

3CQ‘13

Consensus
Delta

FY 2013

CREsL

FY 2013

Consensus
Delta

FY 2014

CR Est.

FY 2014

Consensus
Delta
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TFtP Trans Canada’" 0.57 : 0.59 (0.02) 2.31 2.25 0.06 2.61 2,52 : 0.09

UGI (0 061 ■ - . (O;041 •
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Source: Crti Research, dataCentral

Figure 2. Valuation and Recommendation Summary

Ticker
Company Raling Current Price Target Price % to Target

EGN Enenjen Corp Buy $84.00 $99 18%
Chip CenterPo?3 Enerav ffc Buv • * - $24.84' 17%

NFG National Fuel Gas Co Buy $71.99 $83 15%
Nl - - ^NiSburce Inc Neutral - $31.88 • $3 5 - 10%\

TRP TransCanada Corp Neutral $4691 $51 9%
• toe - Vectren Coro Neutral - • .$35*lt $38- 9%

STR Questar Corp Buy $23.49 $25 6%
atcT- "Afinas Enerav Co nr" Neutral '$44:62 $47 ■ ■5%.
SWX Southwest Gas Corp Neutral $54.44 $57 5%

- ENB' .. - .j.EnKffl^ific. Neutral ’ $46 • '3% v

UGI UGI Corp Neutral $42.09 $42 0%
rTMO& 1 MDU Resources Group Inc r Neutral'-"" =- $30.17 . ,v $3ff v rr-sf*----------

SRE Sempra Energy Buy $91.56 $91 -i%
BiP - -BroSkfieldl.P. Neutral - $39.63 $39 -2%

GAS AGL Resources Inc Neutral $47 99 $47 -2%
. se ' Spectra Enerav Coro .. Neutral . $35.88 $35 •-?%
TEG Iniegrvs Enerqv Group. Inc. Neutral $59.10 na na

Source: Citi Research
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Figure 3. Conference Call Summary

Ticker Company
Date

Conference Call Information 

Time Access ID
GAS AGL Resources 10/30 9:00 AM 866-515-2909 37133506
ATO Atmos Enerav - 11/?-- --10:00 AM 877-485-3107-

8IP Brookfield I.P. 11/6 9:00 AM 800-3194610

• CNP Centerpoint Erierov 11/6 11:30 AM 800-653-1761 71188474

EN8 Enbncfae 11/6 9:00 AM 888-895-5271 35873822
EGN Eneroen 10/30 =10:30 AM- Webcast

TEG ___Integrys Energy__

MDU Resources'

11/7 9:00 AM 888-788-9425 EARNINGS
MDlf , . 11/1;- ■ ..  - 10:00*^M 800-6Q3-1779' ,

NFG National Fuel Gas 11/8 11:00 AM 866-700-6293 36603841

•' . 'LNI" •' ■ ' NISource* ” . . 10/31: = 9:00 AM Webcast

STR Questar 10/31 9:30 AM 800-309-9491
SRE Semora Enerov < 11/5 - f. 1:00 PM 800-723-6575 2562661

swx Southwest Gas* 11/5 Unspecified
SE Seectra' Enerav 11/4 - -9:00'AM • 888-252-3715 74541627

TRP Trans Canada 11/5 11:00 AM 866-226-1792
ItGI . UGlCoro*. 11/13 UnsoeciSeri

VVC Vectren 11/8 2:00 PM 866-821-5457

* Earnings release

Source: Citi Research, FactSet
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Outlook for the Integrated Gas Utility and 

Pipeline Sector

The pipeline and gas utility sector continued its positive performance in 3Q. Our Citi 

Pipeline and Gas Utility Index (excluding companies with oil and gas production), 

comprised of equally weighted company stock prices that trade in the United States 

and Canada, moved up 1.8% in 3Q, capping a 17.2% gain YTD (see Figure 4). 

Overall the sector has underperformed the broader market with interest rates 

moving up.

There has been a wide divergence in performance across our entire coverage 

universe. Companies with upstream oil and gas production have outperformed the 

group as a result of positive well results in the Marcellus, Permian and Rockies. 

Following this group, companies involved in the build out of LNG export capacity 

and pipeline/midstream infrastructure continue to outperform the pure gas utilities. 

The Canadian pipeline companies have notably underperformed the group.

GAS-ROR-OIO
Pipelines & Gas Utilities Attachment C

29 October 2013

Figure 4. Natural Gas & Gas Utility Stock Price Performance Q3 and YTD

Source: Citi Research, FactSel___________________________________

Going into the 3Q13 earnings announcements, we expect mixed year-over-year 

results. Companies with natural gas production are likely to post strong year-on- 

year results, with Henry Hub up 24% over year-ago levels. NGL prices are flat to 

down over last year with Mt. Belvieu prices unchanged relative to 3Q12 while prices 

at Conway have slid $0.13 per gallon.

We remain constructive on companies that are well-positioned to tap into ongoing 

secular growth themes revolving around upstream reserve expansion, mid-stream 

infrastructure build-out, and downstream storage and export (LNG) opportunities.
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Revising Relative Valuation Multiples Down

Utilities have underperformed the broader market year to date, failing to keep pace 

with the steep gains across equities. The S&P 500 has posted a 23.4% YTD, 

beating our Citi Pipeline and Gas Utility Index’s 17.2% climb. The Citi index is 

comprised of equally weighted share prices for pipeline and gas utility companies 

that trade in the United States and Canada.

Our valuation for the pipeline and gas utility space is driven by the long-term 

negative correlation between BBB corporate bond yields and the industry’s average 

P/E valuations. Historically, BBB corporate bond yields and forward P/E valuations 

in the gas utility sector have had a relatively stable inverse correlation, with an R- 

squared value of 0.69 since 2000 (see Figure 5). We find that BBB yields show a 

stronger relationship to industry valuations than other benchmark rates. Although 

this correlation has weakened briefly during periods of severe market stress, the 

pattern has proven relatively consistent historically.

Figure 5. Citi Pipeline and Gas Utility P/E Index Valuation vs. BBB Corporate Bond Yields (since 2000)

4.0% 50% 60% 7.0% 80% 90% 100% 11.0%

Yield %

Source: Citi Research, FactSet

Figure 6 summarizes the sensitivity of the sector's P/E to a change in yields. Every 

15 basis point increase in BBB corporate bond yields translates into a 0.20 

contraction in forward P/E levels. A decline in yields has the opposite effect.

The jump in BBB corporate bond yields since the start of 2013 has corresponded to 

a weakening in implied gas utility valuations, as evidenced by our proprietary Citi 

Pipeline and Gas Utility P/E Index (see Figure 7). 10-year BBB yields, hovering 
around 5.8%, have risen roughly 90 basis points since January 1. The uptick is in 

line with broader U.S. rate deltas, with 10-year U.S. Treasury yields rising from 

historic lows last autumn (1.58%) to today's 2.69%.

Our analysis suggests that the multiples at which North American gas utilities are 

currently trading appear stretched, given prevailing BBB yields. Today's yields imply 

that our Citi Pipeline and Gas Utility Index should trade at around 15.8x (see Figure 
6). Instead, however, the index currently trades at 17.5x. This disparity suggests 
that utility valuations have somewhat outrun the levels that BBB yields justify, 
given the historical correlation between the two. However, we also admit that 
rate base at many gas utilities are growing at levels greater than what we have 
seen in the past which could keep stock prices at current levels.
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:igure 6. Model-Based Valuation Assessment

BBB Yields Implied Gas Utl P/E
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Source: Citi Research, FactSet

Figure 7. Cili Pipeline and Gas Utility P/E Index Valuation vs. BBB Corporate Bond Yields (2000 - present)
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Source: Citi Research, FactSel
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Although long-dated U.S. rates remain low by historical standards, Citi economists 

foresee benchmark yields continuing to rise into 2015. Citi forecasts US 10-year 

Treasuries moving from today's roughly 2.7% yield to breach 3.0% by the middle of 

next year, then continuing to rise to average 3.4% in 1Q15.

Based on this forecast, we assume a 5.84% BBB yield for 2014. We arrive at our 

forecast by summing Citi Economics' forecast of the 10-year BBB spread over 10- 

year Treasuries of 2.80% and Citi economists' official projection of 3.04% for the 

upcoming year.

Our forecast for 2014 BBB corporate yields points to a fair value of 16.Ox P/E 

multiple on 2014 earnings for the sector.

Figure 8. Citi Pipeline and Gas Utility P/E Index Valuation vs. S&P 500 Valuations

"■■■ Gai utility Index-Equal Weirjnted P/E (NTM) I S&P bt)0 P/E (NTM)

Source: Citi Research. FactSet
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In Focus: Marcellus & Utica Shale Poised to 

Continue Transforming U.S. Gas Flows

US natural gas production continues to grow backed largely by production growth in 

the Marcellus and the emerging Utica play. The Marcellus is now the largest shale 

play and is still growing. Roughly 12-15% of total US dry gas production comes from 

the Marcellus which has overtaken the Haynesville as the largest producing shale 

play.

Pipelines & Gas Utilities

29 October 2013 Pa036^fe^§arch

GAS-ROR-OIO
Attachment C

Figure 9. US Shale Gas Production by Play Figure 10. US Gas Production by Source

Fayetteville

Barnett (TX) ,AR)

7% ^ Woodford

(OK) 

2%

Source: Citi Research Source: Citi Research

While current production has reached a short-term plateau as it awaits infrastructure 

to catch-up. the outlook for growth remains robust. We estimate Marcellus and Utica 

gas production could reach ~16 Bcf/day by 2017. Natural gas demand in the 

Northeast and Mid-Atlantic will continue to increase at a modest rate as more coal 

power plants retire. We estimate the production in the region will overtake 
trough demand in the region at some point in late 2014 or early 2015.
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Figure 11. Marcellus and Utica Production and Northeast & Mid-Atlantic Natural Gas Demand

2001 2006 aQ'0 20'' id''2 2°'^ 20'* 2Q'1

I I Marcellus & Utica Production with ethane rejection (bct/day) 

uasb Marcellus & Utica Production w/o ethane rejection (bct/day) 

—*— Northeast Gas Demand (bct/day)

----- Northeast Peak Demand (bct/day)

--------- Northeast Trough Demand (bcf/day)

Source: Citi Research, EIA

Rising natural gas production has already brought down the positive basis 
differential between Henry Hub and the Columbia Pool. Columbia Pool prices have 
slipped below Henry Hub in 3Q’13. We believe there is a substantial risk prices at 
Columbia pool could continue to underperform Henry Hub. We believe the 
Columbia pool market represents the broader market price in the region given the 
supply, demand and pipeline takeaway capacity in the area.

Figure 12. Columbia Pool and Henry Hub Natural Gas Prices (S/MMBtu)

Source: Citi Research, Bloomberg

As more production comes online the need for processing and takeaway capacity is 
rising. We estimate the - 6 Bcf/day of natural gas takeaway capacity is expected to
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come online by 2016.

Figure 13. Marcellus & Utica Natural Gas Takeaway Capacity

End ol CapacttieW volumei
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Source: Citi Research

We estimate that along with 15-17 Bcf/Day of natural gas -700 (-500 - 900 ) mbpd 

of NGLs could be produced by 2017.

Figure 14. Expected Marcellus and Utica Natural Gas and Liquids Production
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2009 0.3 0.0 0.0 0.0 0% 0.0 0.0 0.0 0.0 0.0

2010 1.3 0.0 0.0 0.0 0% 0.0 0.0 0.0 0.0 0.0

2011 3.6 3.3 3.1 0.9 17% 0.6 19.2 19.2 60.0 0.0

2012 7.0 6.6 6.3 2.0 15% 1.0 32.0 32.0 72.5 0.0

2013 10.5 9.3 8.2 4.0 31% 3.2 192.3 384.7 259.5 50.0

2014 12.6 10.7 8.8 6.7 42% 5.2 312.5 625.0 585.5 240.0

2015 15.4 13.0 10.7 8.3 43% 6.7 398.8 797.6 6535 310.0

2016 17.2 14.6 12.0 8.5 42% 7.3 431.6 863.2 713.5 510.0

Source: Citi Research

Processing and fractionation capacity has tried to keep pace with the upstream 

growth in the region. Several companies have announced new projects. We 

estimate by 2017 -8.5 Bcf/day of announced processing capacity and -700 mbpd 

of announced fractionation capacity will come online.

Figure 15. Marcellus & Utica Processing Capacity (Bcfe/Day) Figure 15. Marcellus & Fractionation Capacity (mbpd)
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Source: Citi Research Source: Citi Research
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Swelling ethane volumes are likely to continue pushing their way into the Gulf Coast 

petrochemical market.

Figure 16. Ethane Flow

Source: Crti Research

Rising propane production will continue to back out regional imports with production 

exceeding trough seasonal demand. More NGL storage capacity is expected to 

come online to deal with rising production.

Figure 17. Propane Production & Demand

bbbs Marcellus & Utica Propane Production (mbpd) (Low) 

Marcellus & Utica Production (High) (mbpd)

—*— Northeast Propane Demand (bcf/day)

—....... Northeast Peak Propane Demand (bcf/day)

...........Northeast Trough Propane Demand (bcf/day)
Source: Citi Research
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Company Focus AGL Resources Inc (GAS)
Maintain Neutral; Raise Target Price to $47

■ Estimate Change 

n Target Price Change

n Earnings — We expect AGL to report 3Q13 EPS of $0.11 per share (below 

consensus of $0.15). Our EPS estimate for FY13 is $2.65 (vs. $2.69 consensus 

and $2.50-2.70 guidance). We expect stronger performance from the distribution 

segment will offset weakness in retail and shipping. Our estimates exclude 

unrealized gains.

Neultat 2

Price (25 Oct 13) US$48.00

Target price US$47.00

from US$44.00

Expected share price return -2.1%

Expected dividend yield 4.0%

Expected total return 1.9%

Market Cap US$5,692M

FY 2014 — Our estimate for FY14 earnings is $2.85 per share (below the 
consensus of $2.87). We expect utility earnings to grow as a result of continued 

investments in rate base. We expect distribution EBIT to grow from the estimated 

$574mn in FY13 to $592mn in FY14 (3% increase). We are cautious on retail 

and wholesale earnings.

Capital Spending — In May 2013, AGL issued $500mn of 30-year senior note 
($225mn was used to repay notes that matured in April 2013). AGL was 

approved for an infrastructure replacement project of $115mn (Elizabethtown 

Gas) and another project of $275mn (Atlanta Gas) in August 2013. The company 

expects additional surcharges for these investments will be applied in January 

2015 and 2016.

Valuation — We maintain our Neutral rating. We are raising our target price to 

$47, up from $44. Our estimates for growth in rate base more than offset our use 

of a slightly lower P/E multiple. GAS is targeting five-year earnings growth of 4- 

6%, and dividend growth of 2%. The payout ratio should stay at the same level 

(around 70%) but is expected to decline due to non-regulated earnings growth.

EPS Q1 Q2 Q3 Q4 FY FC Cons

Z012A 1.10A, 0.33A 0.2QA 0.91A 2.40A 2.46A

2013E 1.21A 0.38A 0.11E 0.94 E 2 BSE 2.69E

Previous 1.26E 0.22E 0.23E 1.04E 2.75E na

2014E 1.48E 0.32E 0.10E 0.96E 2.85E 2.87E

Previous 1.08E 0.38E 0.25E 1.08E 2.78E na

2015E 1.62E 0.27E 0.01 E 0.99E 2.89E 3.00E

Previous 1.12E 0.37E 0.24E 1.13E 2.87E na

Source: Company Reports and dataCentral, Gti Research. FC Cons First Cali Consensus
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Company Focus Atmos Energy Corp (ATO)
Expect EPS In Line; Raising Target Price to $47

b Estimate Change 

b Target Price Change

Neutral 2

Price (25 Oct 13) US$44.33

Target price US$47.00

from US$43.00

Expected share price return 6.0%

Expected dividend yield 3.2%

Expected total return 9.3%

Market Cap US$4,018M

Price Performance 

(RIC: ATO.N, BB: ATO US)

USD

31 31 30 30
Dec Mar Jun Sep

Earnings — We expect ATO to report a 3Q13 EPS of $0.11 per share, a penny 

below consensus. Constructive rate outcomes across ATO's jurisdictions, 

particularly at the Mid-Tex and West-Tex utilities, continue to drive earnings 

growth. We estimate ATO will hit the midpoint of their 2013 guidance of $2.45- 

2.55 per diluted share. We have adjusted our estimates to take into account the 

change in rate design in the Mid-Tex region (see discussion below).

Rate Cases — In 3Q, ATO filed for rate increase at Mid-Tex requesting a net 
increase in annual operating income of $17.1mn, with new rates anticipated in 

fiscal 1Q14. Approved annual increases in operating income from rate activity for 

fiscal '13 VTD amount to roughly $98mn.

Rate Design Changes — 4Q earnings should benefit from rate design changes 
primarily in the Mid-Tex operations that increased monthly base customer 

charges and lowered consumption charges as of Jan 1,2013. The change shifts 

margins out of fiscal IQ and 2Q into 2H year-over-year. Management expects 

margins to be offset by an additional $25-30mn during 4Q13.

Valuation — We maintain our Neutral rating on ATO but raise our target price to 
$47 to take into account the growth in rate base. The stock has had a strong run 

YTD, up 17%, one of the top performers in our group. ATO is poised to increase 

its rate base at a CAGR of over 8% which should drive earnings growth to nearly 

10% over the next few years.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 0.75A 1.38A 0.35A -0.38A 2.09A 2.11A

2013E 0.93A 1.20A 0.37A 0.11E 2.60E 2.52E

Previous 0.90A 1.22F 0.33E 0.17E 2.62E na

2014E USE 1.20E 0.31 E 0.16E 2.82E 2.71E

Previous 0.95E 1.32E 0.28E 0.10E 2.65E na

2015E 1.17E 1.36E 0.34E 0.20E 3.07E 2.86E

Previous 0.95E 1.45E 0.28E 0.12E 2.79E na

Source: Company Reports anc) dalaCentral. Gli Research. FC Cons: First Call Consensus.
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Company Focus Brookfield Infrastructure Partners (BIP)
Maintain Neutral Rating

■ Earnings — We estimate BIP will generate total FFO (funds from operations) of 
~$168mn for the quarter, or $0.80 per unit. We expect a 3Q quarterly LP 

distribution of $0.43 per unit. We estimate BIP will grow distributions by 12% next 

year.

Neutral 2

Price (25 Oct 13) US$39.43

Target price US$39.00

Expected share price return -1.1%

Expected dividend yield 4.4%

Expected total return 3.3%

Market Cap US$8,278M

Price Performance 

(RIC: BIP.N, BB: BIP US)

USD

■ Valuation & Target Price — We maintain our $39 target price and Neutral rating. 

BIP recently raised its growth rate for cash flows following a number of 

transactions by the company. Furthermore, BIP has excess liquidity (cash and 

balance sheet) which could be used to make another acquisition and boost near- 

term distributions for unit holders.

■ Transactions — BIP has recently announced a number of transactions that 
reposition its portfolio on the edges. The exit from the Timber business with its 

last sale of $640mn, the sale of its distribution business in New Zealand for 

$410mn and the recent announcement that it will invest $490mn to increase its 

position in its Brazilian toil road joint venture slightly increases BIP’s exposure to 

Latin America.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 0.08A -0.13A 0.34A 0.12A 0.40A 0.55A

2013E •0.13A 0.42A 0.14E 0.19E 0.61E 1.04E

Previous -0.13A 0.42A Q.14E 0.19E 0.61E na

2014E na na na na 0.66E 1.17E

Previous na na na na 0.66E na

2015E na na na na 0.71E 1.25E

Previous na na na na 0.71E na

Source: Company Repons and dataCentral, Citi Research. FC Cons: Firs! Call Consensus.
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Company Focus CenterPoint Energy Inc (CNP)
Maintain Buy; Target Price Up to $29; Dividend Growth Expected

■ Estimate Change 

H Target Price Change

a Earnings — Our 3Q13 EPS estimate is $0.36 per share, a penny better than 

consensus. We estimate CNP will hit the upper end of its guidance for FY13 of 

$1.17-1.25 per diluted share. At this point, we estimate CNP could grow EPS 8% 

next year. However, our estimates could change pending additional information 

on the midstream/pipeline joint venture.

Buy 1

Price (25 Oct 13) US$24.87

Target price USS29.00

from US$27.O0

Expected share price return 16.6%

Expected dividend yield 3.5%

Expected total return 20.1%

Market Cap US$10,660M

Price Performance

(RIC; CNP.N, BB: CNP US)

USD

25
24 t\ f'
23 f
22 I
21 /
20 \
19 V''n/

18
31 31 30 30
Dec Mar Jun Sep

a JV Update — During 3Q'13, management reiterated its desire to file the S-1 for 

Enable Midstream Partners IP in 4Q’13 or Q1'14. We expect management to 

provide an update on the call with regards to the timing. By way of background. 

CNP and OGE Energy combined assets to create Enable in May of this year, with 

CNP holding a 58.3% limited partner interest, 40% interest in future incentive 

distribution rights, and 50% governance representation,

a Capital Spending — We expect a slowing pace of capital spending at the 
electric utility. 2013 capex for the electric utility is expected to be $720mn and 

decline to $557mn by 2015. When we take the new JV and lower capital 

spending at the electric utility in to account, we estimate CNP will be in a position 

to grow the dividend at higher pace than the past.

n Valuation — We believe the additional cash flow generated by the JV will 

support CNP's ability to grow their dividend as early as 1Q14 in line with 

management's public statements about a future recalibration.

a Recommendation — We maintain our Buy rating on CNP and are increasing our 
target price to 329 per share based on our revised estimate for rate base.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 0.33A 0.27A 0.03A 0.31A 0.94A 1.25A

2013E 0.29A 0.29A 0.34E 0.31E 1.23E 1.21E

Previous Q.36E 0.27E 0.31E 0.28E 1.21E na

2014E 0.37E 0.28E 0.36E 0.33E 1.34E 1.30E

Previous 0.37E 0.28E 0.32E 0.30E 1.27E na

2015E 0.39E 0.29E 0.40E 0.31E 1.36E USE

Previous 0.40E 0.27E 0 34E 0.27E 1.29E na

Source; Company Reports and dalaCentral. Cili Research. FC Cons' Firs! Call Consensus
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Company Focus Enbridge Inc. (ENB.TO)
Maintain Neutral Rating and $46 Target Price

■ Earnings — We estimate 3Q13 EPS of SO.36, in line with the Street.

a Guidance — In August ENB reiterated its 2013 guidance of $1.74-1.90 adjusted 

■ Estimate Change EPS. We forecast a result in the middle of that target at $1.82. a penny better

than consensus. For 2014, we estimate EPS will grow 11% to $2.02 pending 

additional analysis on projects coming on line next year. Consensus is $2.10 a 

share.

Neutral 2

Price (25 Oct 13} C$44.33

Target price C$46.00

Expected share price return 3.8%

Expected dividend yield 3.1%

Expected total return 6.9%

Market Cap C$36,609M

USS35.038M

Price Performance

(RIC: ENB.TO, BB: ENB CN)

CAD

48 A

46
44
42 y

40 j

38 y'

31 31
Dec Mar

30 30
iun Sep

a Project Updates — Construction began on the Minnesota segment of the 
Alberta Clipper Expansion in August, aimed at expanding capacity from the 

Hardisty-to-Superior line from 450 kbpd to 800 kbpd. The planned in-service date 

for Phase 1 (570 kbpd) for 3Q14 appears achievable. The re-reversal of Line 9A 

was completed in Aug 2013, with the Line 9B reversal and expansion to 300 

kbpd likely by October, which will link Sarnia to Montreal as part of ENB's light oil 

market access strategy.

a Capital Spending — ENB's liquids pipelines business projects capital spending 
of $7.5bn a year through 2018. As far as near-term projects, management is 

likely to launch an open season on the Southern Lights Expansion before the end 

of 4Q to reach an estimated annual capacity of 275 kbpd at a price tag of 

$700mn. ENB appears on track to meet its target of a mid-2014 in service date 

for the $2.8bn Flanagan South project, with initial capacity of 585 kbpd, 

extending the Mainline from Chicago to Cushing. The pipe is part of ENB's 

broader $5.2bn effort to bring Alberta oil sands to the western U.S. Gulf Coast 

with the reversal underway of Seaway and its JV with Enterprise to add 

connectivity to Port Arthur. We project an additional 1.2 mbpd of Alberta regional 

takeaway pipe capacity coming online by end-2014.

b Line 37 — We see no lasting harm to ENB from the Q2 fall-out over the Line 37 

and Athabasca Pipeline (Line 19) shutdown for 19 days caused by a flood- 

induced spill on the right of way. The company was able to recover the majority of 

the light synthetic crude oil lost, an estimated 1,300 barrels. Although spill 

incidents do increase the risk of public opinion backlash and regulatory 

pushback—at a time when both already threaten capital projects in their industry 

niche—we feel this incident did not harm the company's positioning.

o Recommendation — We continue to rate ENB Neutral rating with a $46 target 

price.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 0.49A 0.35A 0.34A 0.42A 1.60A 1.59A

2013E 0.71A 0.22A 0.31E 0.56E 1.79E 1.81E

Previous 0.51E 0.40E 0.43E 0.52E 1.86E na

2014E 0.48E 0.30E 0.44E 0.60E 1.82E 2.10E

Previous 0.60E 0.53E 0.60E 0.67E 2.40E na

2015E 0.55E 0.35E 0.47E 0.65E 2.02E 2.46E

Previous 0.72E 0.64E 0.646 0.74E 2.75E na

Source: Company Reports and cfataCeniral. Citi Research. FC Cons First Call Consensus
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Company Focus Energen Corp (EGN)
Target to $99 on Expectations for Further Permian Growth

n Estimate Change 
■ Target Price Change

Buy 1

Price (29 Oct 13) US$84.00

Target price US$99.00

from US$6100

Expected share price return 17.9%

Expected dividend yield 0.7%

Expected total return 18.5%

Market Cap US$6,067M

Price Performance 
(RIC: EGN.N, 80: EGN US)

USD

Target Price to $99 — We are increasing our price target to $99 a share. We 

have modeled the Wolfcamp, Wolfberry and Bone Springs in some detail and 

have endeavored to evaluate the long term potential of these stacked plays for 

EGN. Recent drilling results in the Midland have continued to be encouraging 

and we anticipate continued positive resource revisions in the Basin as the 

company continues to delineate its acreage. While the Delaware is more 

geologically complex and the learning curve remains comparatively steeper, we 

believe this region will yield material upside in the coming years. We believe the 

large areal extent of the resource base and liquids weighted nature of these 

stacked plays will provide medium to longer term growth for EGN. We maintain 

our Buy rating.

EPS — Our EPS estimate for 3Q is $0.68 per share (Street $0.61). We have 

revised this and our forward EPS estimates to reflect positive changes made to 

our upstream production outlook for the Permian.

Upstream — We estimate 3Q production of 6.53MMBoe, up -1% sequentially. 

We estimate full year 2013 to be 6.47MMBoe. Based on our updated analysis of 

EGN acreage position in the Permian, we estimate the company could grow total 

oil and gas production from 67 mboed in 2013 to 155 mboed by the end of the 

decade. We estimate the company now has the inventory for a long runway of 

growth with one of the limiting factors being capital. We estimate capital spending 

could rise to $1.5 billion per annum to support our higher production estimates.

Distribution Segment — We anticipate EGN’s Board will make a decision 
whether to retain, spin or sell Alagasco by the end of 1Q’14. We believe the 

company is more likely to execute a sale versus a spin. In theory, the intangible 

drilling costs from EGN's drilling program could offset some of the tax leakage 

from an asset sale. Management recently stated that utility asset sales are going 

for higher prices than where the sub-industry is trading today. Furthermore, while 

the utility has historically helped to support the company's credit rating, it is less 

of a concern for pure play E&P investors.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 1.33A 0.73A 0.54A 0.70A 3.30A 3.18A

2013E 1.02A 1.15A 0.68E 1.02E 3.87E 3.38E

Previous 1.34E 0.71E 0.61E Q.92E 3.58E na

2014E 1.50E 0.8SE 0.75E 1.0SE 4.14E 4.25E

Previous 1.45E 0.8QE 0.66E 0.97E 3.88E na

2015E na na na na 3.93E 4.53E

Previous na na na na 3.28E na

Source: Company Reports and dataCentral, Citi Research. PC Cons First Call Consensus.
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Company Focus Integrys Energy Group, Inc. (TEG)
Maintain Neutral

■ Estimate Change

Neutral 2

Price (25 Oct 13) US$59.13

Target price

Expected share price return

Expected dividend yield  •

Expected total return

Market Cap US$4,706M

Price Performance 

(RIC: TEG.N, BB: TEG US)

USD 

62 
60 
58 
56 

54 

52
50.........................................................................

31 31 30 30
Dec Mar Jun Sep

Earnings — We expect Integrys to report 3Q13 EPS of $0.43 (4 cents above the 
$0.39 consensus). We expect FY13 EPS of $3.46 per share (guidance $3.35- 

3.60).

FY 2014 — Integrys expects to grow its earnings by 4-6%, and increase rate 

base by 29% through 2015. Our projected earnings for FY14 is $3.68 (compared 

to $3.60 consensus). TEG's solar and CNG ventures are still in their early stages.

Regulated —On Aug. 13, TEG issued $400mn of 6% junior subordinated notes, 

with proceeds intended to reduce $432mn of commercial paper. On Sept. 30, 

Minnesota Energy Resources, a subsidiary, filed a request for a 14.2mn (5.5%) 

base rate increase (pending approval for early 2014). TEG expects to spend 

($2.5bn between 2013 and 2015).New investments in ATC ($4bn 10-year project, 

starting in 2012) and Fox Energy ($440mn acquisition in April 2013) are also 

drivers of earnings growth.

Non-Regulated — Intergrys Energy Services continues to contribute to earnings 
and contuse to be a part of TEG’s earnings growth plan. At this point, we remain 

skeptical on the growth within this segment as volume growth could be offset by 

lower per unit marketing margins.

Valuation — We rale TEG Neutral.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 1.48A 0.64A 0.51A 0.62A 3.25A 3.26A

2013E 2.29A -0.06A 0.43E 0.80E 3.46E 3.46E

Previous 1.68E 0.42E 0.21E 1.11E 3.39E na

2014E 1.87E 0.46E 0.48E 0.87E 3.68E 3.60E

Previous 1.66E 0.42E 0.23E 1.14E 3.45E na

2015E 1.94E 0.52E 0.48E 0.97E 3.91E 3.78E

Previous 1.65E 0.41E 0.19E 1 09E 3.34E na

Source: Company Reports and daiaCeniral, Ciii Research. FC Cons: Firsi Call Consensus.
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Company Focus MDU Resources Group Inc (MDU)
Downgrade to Neutral on Valuation; Target Price to $30

B Estimate Change 
B Target Price Change 
B Rating Change

Neutral 2

from Buy

Price (25 Oct 13} US$30.26

Target price US$30.00

from US$2900

Expected share price return -0.9%

Expected dividend yield 2.3%

Expected total return 1.4%

Market Cap US$5,714M

Price Performance 

(RIC: MDU.N, BB: MDU US)

USD

31 31 30 30
Dec Mar Jun Sep

Recommendation — We downgrade MDU from Buy to Neutral on what we view 

to be limited upside to our valuation. We recognize the stock may continue to 

move higher on oil prices and drilling results in the Paradox. However we view 

the risk and reward of owning the stock at current levels to be balanced at this 

time. We revise our target price up to $30.

Earnings — We estimate MDU EPS at $0.46 per share for 3Q13, in line with 

consensus. We see MDU's adjusted EPS for 2013 at $1.38 per share, at the 

upper end of guidance of $1.30 - $1.40. At the segment level, guidance is in the 

range of $1.6-$1,7bn {Citi $1,64bn) for construction materials and $1.0-1.1 bn 

(Citi $1.1 bn) for construction services. For 3Q13 earnings, we see the key drivers 

as revenue gains in construction services (+24.8% y-o-y) and E&P operating 

income rising to $33.2mn, with a y-o-y decline in gas output more than offset by 

32% climb in liquids production along with improved price realizations.

Rate Cases — On Oct. 9, the North Dakota PSC authorized MDU's Montana- 
Dakota Utilities a $4.5mn interim gas rate increase effective Nov. 17. MT-DA 

Utilities is also seeking to discontinue its weather normalization mechanism for 

residential customers in favor of a straight-fixed-variable rate design. A final PSC 

decision on MDU's rate case should come in April 2014.

E&P — We estimate 3Q EBITDA of $78.8mn vs $64.1 mn last year. For 2013, we 

see total production of 60.9 Bcfe, up 1% y-o-y. We project a 27% y-o-y increase 

in oil production in '13, in line with guidance of a 25-35% gain and flat to slight 

decrease in NGLs. $400mn planned capital spend for the segment this year, with 

half in the Bakken and $80mn in Paradox.

Pipeline and Services — Construction meeting benchmarks on $300mn Dakota 
Prairie refinery, which will process 20 kbpd of Bakken crude in a 50-50 JV with 

Calumet. Project on target for projected in-service date of 4Q'14. with estimated 

total EBITDA of $70-90mn. Open season this year on proposed $650-700mn 

400-mile Bakken gas pipeline with capacity of 400 Mmcf/day from the Williston 

Basin to end-users in eastern North Dakota and western Minnesota. If contract 

commitments in place in service date by late 2016.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 0.19A 0.18A 0.38A 0.40A 1.15A 1.15A

2013E 0.30A 0.24A 0.46E 0.36E 1.38E 1.39E

Previous Q.26E 0.20E 0.44E 0.36E 1.27E na

2014E 0.35E 0.29E 0.53E 0.42E 1.59E 1.53E

Previous 0.30E 0.25E 0.46E 0.38E 1.39E na

2015 E 0.37E 0.30E 0.58E 0.45E 1.69E 1.73E

Previous 0.32E 0.27E 0.50E 0.42E 1.51E na

Source: Company Repons and dalaCentral, Cm Research PC Cons: First Call Consensus.
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Company Focus National Fuel Gas Co (NFG)
Target to $83; 2014 Production Guidance Higher; F&D Lower

N Estimate Change 

P Target Price Change

■ Increasing Target to $83 — We are increasing our price target to $83/share. We 

estimate Seneca (a subsidiary of NFG) will continue to grow production through 

the balance of the decade supported by the development of the eastern 

Marcellus and the transition to full development activity in the Western 

Development Area (WDA) in the Marcellus. Furthermore our valuation does not 

ascribe any value to the Upper Devonian, Utica or Mississippi Lime. We maintain 

our Buy rating on NFG pending additional information at the company's analyst 

meeting on November 19th.

Buy 1

Price {28 Oct 13) US$71.78

Target price US$83.00

trom US$57.00

Expected share price return 15.6%

Expected dividend yield 2.1%

Expected total return 17.7%

Market Cap US$6,002M

price Performance 

(RIC: NFG.N, BB: NFG US)

USD

31 31 30 30
Dec Mar lun Sep

■ Production Guidance Higher — Seneca reported 4Q production of 33.2Bcfe. In 
addition Seneca has increased its 2014 production guidance range -11% to 145- 

165Bcf, in-line with our current estimate of 155Bcfe. Growth y-o-y is expected to 

be driven by recent increases to EURs and lower spud to spud days in the 

Eastern Development Area (EDA) of the Marcellus. We model a total of three 

development rigs drilling the Marcellus in 2014 and believe there may the 

potential for a fourth by fiscal year end.

B Reserves Higher & F&D Lower — Seneca replaced 351% of its production in 
2013 with reserves of 1.549Tcfe (up from 1,246Tcfe in 2012). The increase was 

driven by growth in the Marcellus shale. The company expects its one year F&D 

to be ~$1.31/mcfe, a 26% decrease sequentially versus fiscal 2012. Seneca 

anticipates its three year avg F&D will be $1.67/mcfe, or 10% lower sequentially.

■ Earnings Estimates — Our EPS estimate for the fiscal fourth quarter 2013 is 
$0.61 per share (Street $0.59). We have revised this and our forward EPS 

estimates to reflect positive changes made to our upstream production outlook.

B Rate Cases — Settlement discussions are ongoing between NFG and NY state 

commissioners following the Commission’s March "show cause" order into 

alleged utility overearnings. NFG is currently establishing a refund provision in 

case a back payment is ordered. We believe the provision will be in the range of 

$5-8mn, and no more than the $10mn the recent court proceedings cited as an 

upper limit. While we do not believe the diverting of funds for this provision will 

affect 4Q earnings, we see it lowering IQ and 2Q14 EBIT to $50,8mn and 

$72.1mn, respectively. NFG has partially built this provision into its 2014 EPS 

guidance of $3.05-3.30.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012 A 0.73A 0.81A 0.52A 0.58A 2.63A 2.53A

2013E 0.84A 1.02A 0.69A 0.61 E 3.16E 3. IDE

Previous 0.84A 1.07E 0.60E 0.68E 3.18E na

2014E 0.78E 1.16E 0.72E 0.58E 3.24E 3.21E

Previous 0.&7E 1.05E 0.60E 0.63E 3.1SE na

2015E 0.80E na na na 3.87E 3.45E

Previous 0.89E na na na 3.53E na

Source. Company Reports and dataCentrai. Citi Research. FC Cons. First Call Consensus
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Company Focus NiSource Inc (Nl)
Raise Target Price to $35

■ Estimate Change

■ Target Price Change

Earnings — We estimate 3Q13 EPS of $0.17, $0.06 higher y-o-y. We project 
transmission and storage EBIT up from $38.8mn to $1t0.8mn vs. 3Q12, when 
the customer settlement at Columbia Transmission ate into net revenues for the 
quarter. We estimate FY13 earnings per share of $1.54, at the midpoint of the 
$1.50-1.60 per-share guidance that Nl reiterated July 31.

Neutral 2

Price (25 Oct 13) US$32.32

Target price US$35.00

from US$30.00

Expected share price return 8.3%

Expected dividend yield 3.1%

Expected total return 11.4%

Market Cap US$10,103M

Price Performance 

(RIC: NI.N, BB: NIUS)

USD

3] 31 30 30
Dec Mar Jon Sen

■ FY 2014 — We forecast FY14 EPS of $1.79. ahead of $1.67 consensus. The 
16% implied growth vs. year-ago recurring income is driven by EBIT up across 
the three key segments: distribution (FY13 $464.3mn vs. FY14 $541.7), 
transportation & storage ($513.6mn vs. $445.9mn), and electric ($320.2mn vs. 
$250.3mn). Our estimate could be aggressive.

n Rate Cases — On Sept. 23, the Maryland PSC authorized Columbia Gas of 
Maryland's $3.6mn rate increase. The increase constitutes a 9.6% return on 
equity and 7.53% return on rate base. The authorization does allow for a revenue 
normalization adjustment mechanism. That said, the authorized return is 
marginally below average nationwide utility decisions over the last 12 months. 
Meanwhile, in mid-Sept., the Kentucky Attorney General recommended 
authorization of Columbia Gas of Kentucky’s (CGK) pending base rate 
proceeding, which would authorize CGK a $1.3mn rate increase, 8.5% ROE. and 
7.15% return on a $201.2mn average base rate for a test period ending end-year 
2014.However, the AG recommended rejecting a proposed revenue- 
normalization decoupling mechanism for residential customers. Elsewhere, on 
Aug. 19, the Massachusetts Dept, of Public Utilities put forward several 
adjustments to Bay State Gas Co.’s pending rate case. It recommended an 8.75 
ROE (vs. BSG’s proposed 11.45%) and a 7.29% overall return (vs. BSG's 
proposed 8.85%). We expect a decision in the instant case by end-Feb. 2014.

b Pipeline JV — Construction began in September on a $60mn, 38-mile NGL 
pipeline in the Utica Shale, a JV between Hilcorp Energy and NTs Columbia 
Pipeline Group (NiSource Midstream Services). The pipe will have initial capacity 
of roughly 90 kbpd and is due in service by July 2014. It will run from the Hickory 
Bend processing plant in New Middleton, OH, to the Utica East Ohio Midstream 
facility near Kensington, OH.

b Recommendation — We maintain our Neutral rating and raise our target price to 
$35 per share based updated rate base estimates.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 0.66A 0.24A 0.06A 0.44A 1.39A 1.42A

2013E 0.69A 0.23A 0.17E 0.45E 1.54E 1.56E

Previous 0.69A 0.24E 0.16E 0.44E 1.54E na

2014E 0.82E 0.38E 0.16E 0.42E 1.78E 1.67E

Previous 0.82E 0.34E 0.16E 0.42E 1.73E na

2015E 0.82E 0.40E 0.20E 0.46E 1.88E 1.79E

Previous 0.82E 0.37E 0.20E 0.46E 1.83E na

Source: Company Reports and dataCenlral. Citi Research. FC Cons: First Call Consensus.
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Company Focus Questar Corp (SIR)
Maintain Buy

o Earnings — We estimate STR will earn $0.18 in 3Q13. Our forecast puts 
upcoming results shoulder to shoulder with year-ago levels, with operating 
income across all segments largely unchanged. STR reaffirmed its FY13 

■ Estimate Change guidance on Aug 1 of $1.12-1.20. We estimate full year 2013 EPS at the higher
end of guidance.

Buy 1

Price (25 Oct 13) US$23.42

Target price US$25.00

Expected share price return 6.7%

Expected dividend yield 4.2%

Expected total return 10.9%

Market Cap US$4.102M

Price Performance 

{RIC.STR.N, BB; STR US)

USD

31 a'l 30 30

Dec Mar Jun Sep

n FY 2014 — Our projections point to an EPS of $1.33 in FY14, slightly higher than 
consensus. A rising Wexpro investment base (avg. $596.4mn in 2014) with y-o-y 
growth of 7-10% should lift net income for the segment to $176.6mn..

a Rate Cases — We look forward to an update on STR’s pending general rate 
case in Utah, filed Jul. 1. At stake is a $19mn increase (+2.5%) premised on a 
10.35% ROE and a 7.89% return on an average rate base of $1 008bn for a 
CY14 test year. We expect a PSC decision by March 2014.

n Questar Fueling — STR has reiterated the ongoing nature of its discussions 
with many large national fleets regarding 3 dozen potential anchor-tenant sites 
for its CNG fueling initiative launched in 2012. We look for additional colors on 
the call about the capital spend entailed in the initiative, contracts in place, and 
the build-out timeline.

b Wexpro and Wexpro II — Wexpro anticipates a $150mn drilling program in 
CY13, with the development focus shifting to the Pinedale basin in SW Wyoming 
in 2013-5. We look for additional guidance about basin dynamics and estimated 
yield growth potential in PA-A (begun in fall '12) and PA-C (expected 2018). In 
August. STR acquired an additional 42% working interest in the Trail Field of 
Wyoming's Vermillion Basin for $106mn, with total working interest now 88%. We 
anticipate an update on the call about the submission of the acquired properties 
(-195 Bcfe in 3P reserves) to UT and WY regulators for review and inclusion in 
the Wexpro II development portfolio.

b Recommendation — We maintain our Buy rating and target price of $25 per 
share.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2Q12A 0.41A Q.22A Q.18A Q.36A 1.18A 1.21A

2013 E 0.41A 0.22A 0.18E 0.38E 1.20E 1.18E

Previous 0.44E 0.19E 0.15E 0.35E 1.13E na

2014E 0.48E 0.25E 0.20E 0.41E 1.33E 1.27E

Previous 0.48E 0.21E 0.16E 0.37E 1.23E na

2015E 0.50E 0.26E 0.21E 0.43E 1.40E 1.34E

Previous 0.51E 0.23E 0.18E 0.40E 1.31E na

Source: Company Reports and dataCentral, Cili Research FC Cons' First Call Consensus
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Company Focus Sempra Energy (SRE)
Waiting for LNG Permit

m Earnings — Our estimate for 3Q earnings is $1.21 per share, $0.04 below 
consensus. SRE’s 2013 EPS guidance is $4.30-4.60, which excludes the 
$119mn loss on the SONGS plant closure but includes the $77mn retroactive 
GRC benefit for 2012 and the $29mn retroactive GRC benefit for 1Q'13.

Buy 1

Price (25 Oct 13) US$91.21

Target price US$91.00

Expected share price return -0.2%

Expected dividend yield 2.6%

Expected total return 2.5%

Market Cap US$22,278M

Price Performance 

(RIC: SRE.N, BB: SRE US}

USD

■ FY 2014 — We estimate a 2014 EPS of $4.77. above the consensus of $4.54 
per share. SRE guidance for post-2013 earnings is 6-8% CGR, based off an 
adjusted 2013 figure of $4.00-4.30 per share. That guidance excludes both the 
2012 retroactive GRC benefit and the loss at SONGS. The FY14 guidance range 
incorporates the impact of the loss of ongoing rate base earnings for SONGS 
(annual earnings between $15-20mn). We admit that our 2014 forecast is 
aggressive.

■ Cameron LNG — We look forward to an update on the call about the state of 
play of SRE's timeline for its proposed liquefaction terminal. We expect SRE to 
make a decision on EPC bids in 4Q, as well as commitments from lenders. We 
believe SRE could receive the long-awaited non-FTA permit any day. FERC's 
schedule calls for publication of the results of its Environmental Impact Study by 
Nov. 22. A delay in receiving the permit would threaten the 1H14 schedule to 
begin construction.

n CA Utilities — We await additional color on the call about settlement discussions 
underway at the time of last quarter's call regarding FERC’s order of an 11.3% 
ROE effective Sept. 1, which had conditionally accepted SDG&E's transmission 
rate case filing. The order was made subject to refund, pending an approved 
settlement, or final decision.

a Sonora Pipeline — We anticipate an update on the $1 bn Sonora Pipeline 
project. With construction and pipeline supply agreements already in place, 
construction began in 3Q, with an in-sen/ice date for the first phase of the project 
in 2H14.

■ Nebraska Wind Project — On Sept. 26, SRE announced that it had acquired 
and will develop the Broken Bow 2 wind project in Nebraska, with construction 
slated to begin December 2013. The 75 MW wind farm has a 25-year purchase 
agreement with the Nebraska Public Power District.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 0.97A 0.97A 1.12A 1.17A 4.23A 4.35A

2013E 0.85A 1.04A 1.21E 0.9 IE 4.02E 4.48E

Previous 0.85A 1.04A 1.21E 0.91E 4.02E na

2014E 1.17E 1.09E 1.38E 1.14E 4.77E 4.54E

Previous 1.17E 1.09E 1.38E 1.14E 4.77E na

2015E 1.31E 1.26E 1.54E 1.26E 5.37E 4.91E

Previous 1.31E 1.26E 1.54E 1.26E 5.37E na

Source: Company Reports and dataCentral. Citi Research. FC Cons: First Call Consensus
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Company Focus Southwest Gas Corp (SWX)
Maintain Neutral; Raise Price Target to $57

n Earnings — We estimate a 3Q seasonal loss of $0.05 per share. We estimate 
full year 2013 EPS of $3.15.

n Estimate Change 
b Target Price Change

Neutral 2

Price (25 Oct 13) US$54.10

Target price US$57.00

from USS51.00

Expected share price return 5.4%

Expected dividend yield 2.4%

Expected total return 7.6%

Market Cap US$2,507M

Price Performance 

(RIC: SWX.N, B8: SWX US)

USD

b FY 2014 — In 2014, we estimate EPS could rise to $3.35. We see a fiscal year 
EBIT of $301,1mn vs. 2013's projected $285mn, with modest earning growth 
across NV, CA, and AZ. Current guidance from SWX is that 2013 construction 
revenues are "expected to approximate 2012 levels.'’ Given the rebound in 
economic activity in SWX's footprint, we see little downside risk to our forecast of 
6.3% EPS growth.

b CA Pipeline Replacement — On Oct. 17, the CA PUC approved SWX’s $7.3mn 
pipeline implementation plan. The decision calls for the company to replace 7.1 
miles of gas pipeline in the Victor Valley Transmission System, put in place its 
transmission pipeline pressure testing implementation plan, and add a remote 
controlled shut-off to its Harper Lake transmission system. Ratepayers and 
shareholders will share the cost of pipe replacement, while the costs of the shut
off valve will be factored into the company's revenue requirement.

■ Capital Spending — SWX raised its estimates for 2013-5 capex for natural gas 
operations to $320-340mn

b Rate Cases — We look for an update on the call about the company’s pending 
CA general rate case, filed on December 20, 2012, requesting an aggregate rate 
increase of $11.6mn. The request is pending for a 10.7% ROE. annual attrition 
adjustment for 2015-18 of 2.95%, and an infrastructure replacement mechanism. 
CA’s Dvision of Ratepayer Advocates have pushed back for a deal well shy of the 
request, proposing a revenue increase of no more than $1 .Imn. Hearings began 
in 3Q and settlement discussions are ongoing. Rates are to be effective on 
January 1,2014.

b Notes Offering — SWX closed a public offering of $250mn of 4.875% senior 
notes due 2043 priced Oct. 1.

b Recommendation — We raise our target price to $57 per share on our revised 
estimates for rate base and maintain our Neutral rating.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 1.70A -0.08A -0.09A 1.33A 2.86A 2.72A

Z013E 1.73A 0.22A -0.0SE USE 3.15E 2.96E

Previous 1.65E 0.12E 0.01E 1.22E 3.00E na

2014E 1.79E 0.32E -0.02E 1.26E 3.34E 3.06E

Previous 1.68E 0.21E 0.04E 1.24E 3.16E na

Source: Company Reports and dalaCentral, Citi Research FC Cons: First Call Consensus.
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Company Focus Spectra Energy Corp (SE)
Maintain Neutral; Target Price to $35

■ Estimate Change 
a Target Price Change

b Earnings — We estimate 3Q EPS of $0.28. We currently estimate 2013 EPS of 
$1.44 per share.

b FY 2014 — We currently estimate 2014 EPS in-line with 2013; however, we have 
not yet adjusted our model for the drop down of all the US pipelines into the MLP.

Neutral 2

Price (25 Oct 13) US$35.95

Target price US$35.00

from US$36.00

Expected share price return -2.6%

Expected dividend yield 3.6%

Expected total return 1.0%

Market Cap US$24,051M

Price Performance

(RIC: SE N, BB: SE US)

USD
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b Projects —The NJ-NY transmission project is expected to be in service Nov. 1. 
On Oct. 8, FERC approved raising the TX Eastern’s FT-1 initial incremental 
reservation recourse rate from $18.7/Dth per month to $26.1/Dth per month. SE 
petitioned on the basis of a rise in total cost for the expansion project from 
$850mn in the initial December 2010 FERC application to $1,2bn. SE cited 
increased contractor labor costs.

a Sabal Trail — On Oct. 16, FERC accepted SE and NextEra Energy’s Sabal Trail 
prefiling request into its early environmental review process. The request had 
been filed on Oct. 4. The request encompassed three major components of the 
plan: the construction and operation of 474 miles of 36-inch-diameter gas 
transmission pipeline through AL, GA, and FL; the construction and operation of 
5 compression stations; and modification of 2 existing compressor stations.

b AIM Update — In light of an unsuccessful second open season on its Algonquin 
Incremental Market (AIM) gas pipeline project, we await additional insight on the 
call about any new plans to secure additional contracts. Interest from the power 
industry was apparently tepid. Management said in September that the facility 
applications filing will be for only 340,000 Mcfpd, rather than the initial plan of 
500,000 Mcfpd

b Recommendation — We lower our target price to $35 per share based on our 
revised P/E multiple analysis and maintain our Neutral rating.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 0.52A 0.33A 0.27A 0.33A 1.44A 1.43A

2013E 0.51A 0.30A 0.27E 0.34E 1.42E 1.53E

Previous 0.50A 0.30A 0.30E 0.38E USE na

2014E 0.52E 0.31E 0.29E 0.34E 1.45E 1.67E

Previous 0.55E 0.33E 0.31E 0.37E 1.56E na

2015E 0.57E 0.35E 0.33E 0.41E 1.64E 1.74E

Previous 0.63E 0.41E 0.39E 0.48E 1.90E na

Source: Company Reports and dataCentral, Citi Research. FC Cons: Firs! Call Consensus
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Company Focus TransCanada Corp (TRP.TO)
Maintain Neutral

■ Earnings — We estimate 3Q EPS of $0.57 (consensus of $0.59).

■ Rate Increase — In 3Q, Great Lakes Transmission reached a settlement with its
fl Estimate Change customers to increase transportation rates by roughly 21 %, effective November

1,2013. TRP expects FERC approval by year end. The deal included a 
moratorium on rate case filings or challenges for the 18 months following Nov. 1.

Neutral 2

Price (25 Oct 13} C$46.96

Target price CS51.00

Expected share price return 8.6%

Expected dividend yield 4.1%

Expected total return 12.7%

Market Cap C$33,206M 

US$31,781M

price Performance 

(RIC: TRP.TO, BB: TRP CN)

CAD
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■ Line Rupture — We expect a status update on the call regarding repairs to the 
NOVA Gas Transmission system in northern Alberta after a break on its 36-inch 
North Central Corridor pipe on Oct. 17. The following day, management indicated 
gas deliveries had resumed to all but two of its north Alberta customers that were 
impacted by the break. The time and effort to move the necessary personnel to 
the site of the rupture will be higher than normal given the remote location. No 
statement regarding the cause of the break has been given.

■ Keystone XL Litigation — TRP was the beneficiary of a federal appeals court 
decision on Oct. 9 to uphold a lower court's order to refuse a request to halt 
construction of a 485-mile section of XL in OK and TX. The Sierra Club, Clean 
Energy Future Oklahoma, and East Texas Sub Regional Planning Commission 
were on the other side of the case.

b Keystone Southern Leg — We look forward to reaffirmation from TRP on the 
call that the southern portion of XL will be in service by Ihe end of 2013, in line 
with public statements. As of Oct. 2 the construction of this segment of line was 
95% complete. We are optimistic that the remaining steps to put the line in 
operation will go forward on schedule.

a Solar — Earlier this month, TRP announced its acquisition of 2 more Ontario 
power plants, Brockville 2 and Burritts Rapids, part of a previously announced 
deal in 2011 to acquire 9 solar power facilities from Canadian Solar Solutions. 
The 2 plants combine for 16.0 MW AC at a reported value of C$95mn. The 9 
facilities have a combined capacity of 86 MW at a cost of C$470mn, with Ontario 
Power Authority having agreed to 20-year power purchase agreements.

EPS Q1 Q2 03 04 FY FC Cons

2012A 0.29A 0.37A 0.51A 0.41A 1.57A 1.89A

2013E 0.58A 0.51A 0.57E 0.65E 2.31 E 2.25E

Previous 0.52A 0.48E 0.59E 0.68E 2.26E na

2014E 0.60E 0.55E 0.70E 0.75E 2.61E 2.52E

Previous 0.60E 0.55E 0.70E 0.77E 2.62E na

2015E 0.53E 0.42E 0.88E 0.97 E 2.80E 2.63E

Previous 0.52E 0.41E 0.86E 0.95E 2.75E na

Source: Company Reports and daiaCensral. Ciii Research FC Cons: First Call Consensus.
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Company Focus UGI Corp (UGI)
Increase Target Price to $42

h Estimate Change 
■ Target Price Change

■ Earnings — Our estimate for 4Q13 EPS is a seasonal loss of $0.06. UGl’s 2013 
EPS guidance is $2.40-2.50.

■ FY 2014 — Looking ahead to next year, we project 2014 EPS of $2.72, implying 
9.7% growth y-o-y. Consensus is $2.80. We assume 3% annual growth in 
AmeriGas retail volumes and 1% customer growth in the utility segment. Our 
growth forecast for utilities is conservative given 2012 realized net customer 
growth of 2%. We look for additional color on the call

Neutral 2

Price (25 Oct 13) US$42.04

Target price US$42.00

from US$40.00

Expected share price return -0.1%

Expected dividend yield 2.8%

Expected total return 2.7%

Market Cap US$4,797M

Price Performance 

(RIC: UGI.N, BB: UGI US)

USD

LPG Acquisition — We look for additional colors from UGI about the financial 
ramifications of its recent acquisition of BP's liquefied petroleum gas (LPG) 
distribution business in Poland. The acquisition adds 150mm gallons of LPG (for 
2012) with a presence in the residential, commercial, autogas, and wholesale 
segments, which represents a quarter of the 600mm gallons UGl's international 
operation distributed over the year.

Restructuring — Effective Oct. 1, UGI Energy Services merged with and into 
UGI Newco. The new unit assumed the name of UGI Energy Services, with the 
the go-forward segment assuming the terms of the defunct unit’s credit 
agreement and other outstanding obligations. Although we expect management 
to mention the issue on the call, we do not see the change having a material 
effect on go-forward operational results.

Recommendation — We raise our target price to $42 per share based on our 
revised rate base forecasts and maintain our Neutral rating.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 0.78A 1.20A -0.03A -Q.09A I.86A 1.90A

2013E 0.90A 1.49A 0.13A -0.06E 2.44E 2.46E

Previous 0.91A 1.38E 0.12E 0.10E 2.50E na

2014E 0.93E 1.43E 0.39E -0.05E 2.71E 2.80E

Previous 1.06E 1.46E 0.16E 0.15E 2.82E na

Source: Company Reports and dataCentral, Citi Research. FC Cons: First Call Consensus
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Company Focus Vectren Corp (WC)
Maintain Neutral Rating

H Estimate Change 

n Target Price Change

Neutral 2

Price (25 Oct 13) USS35.13

Target price US$38.00

from US$36.00

Expected share price return 8.2%

Expected dividend yield 4.1%

Expected total return 12.3%

Market Cap US$2,892M

Price Performance

(RIC: WC.N, B8: VVC US)

USD
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Earnings — We expect Vectren to report 3Q13 EPS of $0.46 (compared to 
$0.48 in 3Q12 and $0.49 consensus). Management guidance is $1.65*1.75 per 
share for utility group and $0.20-0.40 for nonutility ($1.90-2.10 per share for 
FY13), excluding the ProLiance results. Our estimated FY13 EPS is $1.95.

FY 2014 — Our estimated earnings for FY14 is $2.10 per share. We estimate 
earnings growth will be driven higher utility earnings, growth in the pipeline 
construction business with upside from the coal business.

Utility — Recent legislation in Ohio and Indiana such as S.B. 560 allows the 
company to accelerate the recovery of infrastructure investment while 
implementing interim rate increases.

Non-regulated — Infrastructure services continues to show momentum in 
growth, both q-o-q and y-o-y. As of June 30, 2013, the energy services backlog 
was $62mn, compared to $77mn at the end of last year. We expect the backlog 
to be lower this quarter, due to customers' budgetary constraints. Coal mining 
and energy marketing are still a net loss. However, we believe the results will 
improve as the Oaktown mines start producing at lower costs.

Valuation — We maintain our Neutral rating, and revise our target price to $38 
on our updated earnings outlook.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A 0.83A D.32A 0.47A 0.51A 1.92A 1.94A

2013E 0.61A -0.07A 0.46E 0.56E 1.95E 2.02E

Previous 0.8SE 0.20E 0.51E 0.62E 2.02E na

2014 E 0.73E 0.31E 0.48E 0.58E 2.10E 2.18E

Previous Q.70E 0.17E 0.52E 0.59E 1.9&E na

2015E 0.76E 0.28E 0.46E 0.62E 2.11E 2.21E

Previous 0.71E 0.17E 0.53E 0.61E 2.03E na

Source: Company Reports and dataCentral, Cili Research. FCCons First Call Consensus
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AGL Resources Inc

Valuation

Risks

Company description

AGL Resources (AGL) is a natural gas distribution company serving over 4.5 million 
customers in seven eastern U.S. states through its regulated gas delivery 
businesses. AGL also operates three subsidiaries, Sequent Energy Management, 
Southstar Energy Services and Pivotal Energy Development, which provide 
merchant energy services, retail energy supply and storage capacity

Investment strategy

We rate the shares of AGL (GAS) Neutral (2). AGL has created shareholder value 
through a focus on operational efficiency at its legacy operations and by capital 
discipline through investments in under-managed assets. AGL will be able to grow 
earnings through a combination of rate relief and capital growth at its utilities and 
construction of storage fields at its Energy Services segment. Earnings at the 
wholesale gas business could be volatile as margins are highly dependent on 
seasonal price differentials and basis spreads; however, this is now a relatively 
small part of earnings.

On Dec 2011, AGL completed the acquisition of NiCor for $2.4 billion. While the deal 
appears expensive, we believe the deal can be accretive through a combination of 
balance sheet optimization and synergies at the wholesale business. On Jan 2013, 
AGL announced to acquire NiSource retail service business with 500,000 existing 
customer plans. We believe the deal will not be accretive earnings sooner than 
2014, given the current natural gas markets and weaker retail consumption trend

Valuation

We apply four valuation methods to derive a $47 target.

(1) NAV yields a value of $53. We value regulated assets at a multiple of rate base 
(1,6x for utilities, 1,6x for pipelines /storage). We value the Energy Investments unit, 
which includes storage assets and a propane facility, at 8x 2014E EBITDA (in line 
with the pipeline/storage multiple), given stable cash flows. AGL's wholesale and 
retail segments are at slightly lower multiples, since they have less stable earnings 
and cash flows. The segments are valued at 6x and 7x 2014E EBITDA, 
respectively, in line with midstream & marketing multiples. These values are partially 
offset by AGL's net debt. Atlanta Gas Light includes regulatory assets associated 
with the pipeline replacement program, which we treat as rate base as the 
program’s costs earns a return on capital invested. Environmental recovery costs 
are not included in rate base (no return is associated with program).

(2) Our DDM values the company at $43. We calculate a hypothetical dividend, 
based on AGL's regulated capital growth, authorized returns and cost of equity to 
arrive at our DDM valuation.

(3) Our P/E multiples are based on our proprietary analyses, which utilizes current 
ERPs, current betas & projected risk-free yields. Our analysis indicates the 
company value is around $46. with hard assets and retail multiples of 16x, while 
wholesale lOx.
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(4) For our EV/EBITDA analysis, we use multiples of 16x for the company's 
regulated & retail marketing assets and 10x for the wholesale assets. For our 
EV/EBITDA analysis, we use multiples of 8.5x for the company's regulated and 
retail marketing assets and 6.5x for the wholesale business. We come at the value 
of $45.

Risks

The key risks to our thesis on AGL are

(1) Regulatory: AGL has a constructive relationship with its regulators in Georgia, 
Virginia, Illinois and New Jersey. We believe these states have generally been 
constructive when it comes to rate setting for gas utilities.

(2) Market and counterparty risk: AGL's wholesale segment is exposed to 
counterparty risk since it deals with over 270 counterparties and re-contracting risk 
related to its asset management activities and adverse movements in commodity 
prices. However, as earnings from the utilities have grown over time, wholesale is 
now only 5% of the business.

(3) Customer growth: An unexpected increase or decrease in population couid 
affect earnings and cash flows (favorably or unfavorably).

(4) Capital markets: AGL is a relatively small utility in terms of market cap and 
trading volumes, impacting AGL's ability to access capital markets while this type of 
liquidity may make it difficult for institutional. We believe the merger with NiCor will 
alleviate some of this risk.

(5) Integration risk: AGL has a history of M&A. The integration of the NiCor deal 
could face challenges given AGL’s entrance into a new regional territory and 
scrutiny from regulators in arriving at cost cuts to generate value from the deal. So 
far, the company is retail performance from NiSource is not performing in line as 
expected.

If the impact on the company from any of these factors proves to be less or more 
than we anticipate, the stock could materially outperform or underperform our 
target.

Atmos Energy Corp

Company description

Atmos Energy is an integrated natural gas company headquartered in Dallas.
Texas. The company's business consists of both regulated and unregulated 
businesses. On the regulated side, Atmos engages in natural gas distribution, which 
also entails a related sales operation. Covering eight states, the distribution division 
delivers gas to roughly three million customers. The regulated side of the business 
also includes pipeline and storage operations. On the non-regulated side, Atmos 
operates through various wholly-owned subsidies of Atmos Energy Holdings, 1nc. 
This unit provides natural gas management and transportation services.

Investment strategy

We rate Atmos Energy (ATO) Neutral (2). Our Neutral rating on ATO is premised on 
the company’s limited growth profile and lack of near-term catalysts. Atmos
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generates stable earnings from a mostly regulated utility asset base with low-to-mid 
single-digit EPS growth and a stable dividend over the next five years.

Valuation

We average multiple valuation methodologies to derive our $47 target. Our NAV 
yields a value of $50. We value regulated assets at a multiple of rate base (1.6x for 
utilities). We value the pipeline assets at 9x '14E EBITDA and the marketing 
business at 6.5x '14E EBITDA. These values are partially offset by the company's 
net debt. Our DDM values the company at $47. We calculate a hypothetical 
dividend, based on ATO's regulated capital growth, authorized returns and cost of 
equity to arrive at our DDM valuation. Our P/E and EV/EBITDA multiples are based 
on our proprietary analyses, which utilizes current ERPs, current betas and 
projected risk-free yields. For our P/E analysis, we use multiples of 16x, 16x and 
10x for the company's utility, pipeline/storage and marketing assets. For our 
EV/EBITDA analysis, we use multiples of 9x, 9x and 6.5x for the company's utility, 
pipeline/storage and marketing assets. Our P/E and EV/EBITDA analyses (2014E 
earnings) yield values of $44 and $46.

Risks

The key risks to our investment thesis on ATO are (1) Capital Investment Recovery: 
ATO, relying on future rates, spends capital to maintain and expand pipeline and 
utility systems. A politicized commission could delay or put at risk this recovery. (2) 
Customer Growth: An unexpected increase or decrease in population could affect 
earnings substantially, either favorably or unfavorably. (3) Capital Markets: ATO is a 
relatively small utility in terms of market cap and trading volumes, impacting ATO's 
ability to access capital markets while this type of liquidity may make it difficult for 
institutional investors to trade in and out of the stock. (4) Derivatives Markets: ATO 
operates a gas marketing business. Our research shows that ATO hedges their 
physical delivery of gas using its access to storage and pipeline transportation 
capacity. If the financial hedges and local markets become dislocated, ATO could 
incur a liability. If the impact on the company from any of the following factors 
proves to be greater or less than we anticipate, the company could fail to 
achieve/exceed our target price.

Brookfield Infrastructure Partners

Company description

Brookfield Infrastructure Partners is dual-listed on both the Toronto & New York 
Stock Exchanges under the ticker BIP. BIP is a Bermuda based infrastructure 
holding company with operational headquarters in Toronto, Canada. BIP's asset 
portfolio encompasses operations around the globe, with its primary business lines 
divided into 2 major segments: Utilities and Transport & Energy. BIP recently 
divested the rest of its Timber business.

Investment strategy

We rate Brookfield Infrastructure Partners (BIP) Neutral. BIP's risk-averse (long
term contracts) and diversified business model (across industries & geographic 
locations) offers a predictable cash flow stream with distribution growth. Despite our 
view on the stability and growth of BIP's cash flow stream, the shares appear 
appropriately valued.
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Valuation

Our target price is based on four valuation scenarios. Our yield analysis takes into 
account BIP’s dividend yield versus the ten-year treasury which results in $34 per 
share. This scenario is based on a 2014 estimated distribution of $1.92 per unit and 
a 5.67% implied target yield. Our target yield is derived from BIP's historical 
average spread to the US 10-year Treasury. We estimate an average 10-year yield 
of 3% in 2014, up from 2% earlier this year.

Our net asset value takes into account BIP's regulated asset base, which yields 
$42. We estimate BIP has a regulated or contracted asset base of $9Bn. We 
currently estimate a conservative RAB multiple of 1,6x which we believe is a 
rationale multiple in a liquidation scenario.

We used relative EV/EBITDA multiples based on similar assets in other parts of the 
world to reach a valuation of $38. For some of the Latin American and Australian 
assets, we employed a 14.Ox EV/EBITDA multiple. For other assets, we used 
multiples of 9.0x to 10.x EV/EBITDA.

Our discounted cash flow results in a valuation of $31 using 7% cost of capital. We 
assume a long-term inflation rate of 3.5%.

Our target price of $39 per share takes the average of the four scenarios above 
($36) and then uses BIP's cost of equity to get to $39 per share.

Risks

The primary upside risks to our target price are: 1) Accretive asset acquisitions; 2) 
Organic growth project announcements; and 3) Higher than expected distribution 
payout (over the historical 60-70% range). On the downside, we identify: 1) 
Continued economic weakness could lead to some re-contracting risk; 2) Project 
execution around the company's $1bn growth project backlog; 3) Potential changes 
on the regulatory front with respect to partnership tax treatment in the US; and 4) 
long-term currency risk.

CenterPoint Energy Inc

Company description

CenterPoint Energy Inc (CNP) is a public utility holding company, which owns and 
operates electric transmission and distribution facilities and natural gas distribution 
facilities. It has six segments: Electric transmission and distribution, natural gas 
distribution, interstate pipelines, field services, natural gas sales and services, and 
other operations. CenterPoint also operates two interstate natural gas pipelines and 
a field services business. The company holds a 50% interest in Enable Midstream 
Partners LP. In May 2013, the FERC-regulated gas pipelines and storage segment, 
as well as the primarily fee-based field services segment, became a part of Enable. 
The company is headquartered in Houston, Texas.

Investment strategy

We rate the shares of CNP Buy (1). Our rating takes into account stable cash flows 
on CNP's gas and electric utility system, complemented by growth on the pipeline 
and gathering system, through re-contracting of pipeline capacity, expansion of 
pipeline capacity, regulated growth and gas well connections.

31 citivelocity.com



GAS-ROR-010

Pipelines & Gas Utilities Attachment C
29 October 2013 pa0ttORfe\£arch

Valuation

We average multiple valuation methodologies to derive our $29 target.

Our NAV yields a value of $35. We value regulated assets at a multiple of rate base 
(1,6x for utilities, 1.6x for pipelines). The company’s marketing and midstream 
segments are valued at 5x and 10x 2014 EBITDA, respectively. These values are 
partially offset by the company's net debt. Our DDM values the company at $26.
Our P/E and EV/EBITDA multiples are based on our proprietary analyses, which 
utilize current equity risk premiums, current betas and projected risk-free yields. For 
our P/E analysis, we use multiples of 16x and 18x on 2014E earnings for the 
company's utility and pipeline/gathering assets, respectively, while applying 18x and 
8x multiples to the company's gathering and marketing assets. For our EV/EBITDA 
analysis, we use multiples of 9x and lOx on 2014E EBITDA for the company's utility 
and pipeline assets, while applying 10x and 5x multiples to the company’s gathering 
and marketing assets, respectively. Our P/E and EV/EBITDA analyses yield values 
of $22 and $32.

Risks

The key risks to our investment thesis are (1) TX Regulatory Environment: The 
PUCT could reduce delivery rates below what we consider to be a reasonable rate 
of return. (2) Capital Investment Recovery: CNP, relying on future rates, spends 
capital to maintain and expand pipeline and utility systems. A politicized commission 
could delay or put at risk this recovery. (3) Customer Growth: An unexpected 
increase or decrease in population could affect earnings substantially, either 
favorably or unfavorably. (4) Commodity Prices: Earnings at the field services 
segments are highly sensitive to changes in NGL and natural gas prices. (5) 
Gathering Projects: Our estimates are dependent on the future build-out of 
gathering facilities. Any decision to limit the build-out or difficulties encountered 
during build-out projects could impact our estimates.

If the impact on the company from any of the following factors proves to be greater 
or less than we anticipate, the company could fail to achieve/exceed our target 
price.

Enbridge Inc.

Company description

Enbridge is one of Canada's largest energy companies by market capitalization, 
and is headquartered in Calgary, Alberta. The company operates in the following 
business segments: 1) Crude Oil Pipelines & Storage. 2) Natural Gas Pipelines, 
Processing & Energy Services, 3) Natural Gas Distribution; and 4) Sponsored 
Investments & Corporate. Enbridge also has an ownership interest in Enbridge 
Energy Partners (NYSE: EEP), whose assets include pipeline, gas gathering, and 
processing infrastructure. EEP is accounted for under the Sponsored Investments 
segment. Enbridge also owns a stake in Enbridge Income Fund (EIF). a publicly 
traded yield-oriented investment vehicle listed on the Toronto stock exchange. EIF 
is also accounted for under the Sponsored Investments segment.

Investment strategy

We rate shares of Enbridge as Neutral (2). Our enthusiasm over the company's risk- 
averse business model and earnings growth projections are tempered by what we 
believe is a full valuation. Enbridge's performance since the beginning of the
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decade is highlighted by industry-leading returns on equity and an increase in 
enterprise value from $12.3bn to $65bn.

Valuation

We use four methodologies to derive our C$46 target price. We value ENB at C$37 
per share on a NAV basis; C$48 on a DCF model, where we estimate long-term 
growth (beyond 2015) at 3% per annum; C$43p/s on an EV/EBITDA basis where 
we use 2015E EBITDA discounted two years at the company's cost of capital and a 
13.5x forward trading multiple; and C$43p/s on a long-term P/E multiple using 
2015E earnings discounted by two years at the company’s cost of capital and a 
19.5x historical forward trading multiple.

Risks

The primary upside risk to our thesis is that ENB is able to secure a larger amount 
of growth projects than we have estimated in our numbers. In addition, higher than 
expected volumes on ENB's mainline system tied to higher than expected oil sands 
growth could lead to better than expected results. The primary downside risk to our 
thesis is that ENB is unable to execute on its growth backlog in an efficient manner, 
reducing returns on capital. In addition, lower than expected crude oil demand in the 
United States could have an adverse effect on volumes on ENB's mainline system.

Energen Corp

Company description

Energen Corp is an integrated natural gas company with operations in the 
exploration and production and natural gas delivery businesses. The company 
operates two primary segments: 1) a natural gas and oil production business with 
over 330 million barrels of oil equivalent (MMBoe) of proved reserves located 
primarily in the Permian and San Juan Basins; 2) a regulated gas delivery business 
providing sen/ice to roughly 425,000 customers in northern Alabama (Alagasco).

Investment strategy

We rate Energen Buy. We believe that the company's strong asset base in the 
Permian, relatively low internal decline rate and exposure to crude oil will bode well 
over the longer term with respect to cash flow generation and earnings growth.

Valuation

Our target price is $100. based on the average of the following valuation 
methodologies:

Our NAV calculation results in a valuation of $99. We value EGN's E&P business at 
-$8.2bn, which includes proved reserves of 330MMBoe, and provides risked benefit 
for 2P and 3P reserves. We value natural gas reserves at $1,15/Mcf and crude oil 
reserves at $18/bbl. We then subtract -$2.1 billion of net debt to derive an equity 
value of $8Bn. We estimate that Alagasco is worth ~$1.2bn based on 2014E 
EBITDA of $141 mm and an 8.5x EBITDA multiple.

Our DCF analysis results in $120p/s at Citi Research’s oil and gas price deck. We 
use a weighted average cost of capital of 7.4% for EGN. Our WACC is based on an 
equity risk premium of 4.92%. a 10-year Treasury Yield of 2.51%, a bond spread of 
280 bps and a 2-year raw beta of 1.3 (source Bloomberg).
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Our long-term P/E analysis results in a value of $85p/s. We base our analysis on a 
blended 20x multiple on 2014E earnings of $4.26p/s.

Our EV/EBITDA analysis values Energen at $96 a share applying an 8x multiple to 
2014 EBITDA estimates.

Risks

Commodity Prices and Interest Rate: EGN's exploration and production business 
represents a majority of projected operating income. Fluctuation in the price of oil 
and natural gas will cause volatility in our estimates and could affect the share price 
positively and negatively.

Accounting and Financial Risk: On the financial front, Energen frequently enters into 
derivative transactions for the purpose of hedging its oil and gas production. While 
limiting downside risk, these arrangements could limit upside in a rising commodity 
price environment.

If the impact on the company from any of these factors proves to be greater or less 
than we anticipate, (he stock would likely have difficulty achieving our target price or 
could exceed our target price.

Integrys Energy Group, Inc.

Company description

Integrys Energy Group (TEG) operates as a natural gas and electric utility with 
almost 2 million customers in Minnesota, Wisconsin. Michigan, and Illinois. Integrys 
also offers retail and wholesale energy services. Wisconsin Public Service 
Corporation (WPSC) merged with People’s Energy Corporation (PEC) in February 
2007 to form Integrys Energy Group. The company operates in five segments: gas 
utility, electric utility, electric transmission. Integrys Energy Services and other. TEG 
has a 34% equity interest in ATC (an electric transmission company operating in 
Wisconsin. Michigan, Minnesota, and Illinois). On April 2013, TEG acquired Fox 
Energy from GE and Tyr Energy.

Investment strategy

We rate TEG Neutral (2). Our rating on Integrys Energy Group (TEG) takes into 
account the company's recent outperformance, related to a move by investor's 
towards higher yielding stocks. The company has undergone tremendous change 
over the last couple years through multiple acquisitions and divestitures. As TEG 
exits its energy services business and provides better visibility on its earnings 
growth platform based on its remaining businesses, we feel the stock could justify a 
premium, but at its current level, the premium is too high.

Valuation

This company has a Neutral rating. We have not assigned a target price and 
therefore no valuation methodology is applicable.

Risks

(1) Capital investment - TEG spends capital in excess of depreciation to maintain 
and expand its utility, relying on adequate base rates to earn its cost of capital. We 
assume regular, fair rate relief.
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(2) Concentration in the Midwest - Changes in the economy in TEG's service areas 
could increase or decrease the need for gas and power.

(3) Weather fluctuations - Without weather normalization or decoupling rate 
mechanisms at all its gas and electric utilities, TEG is exposed to fluctuations in 
temperatures and conservation

(4) Higher gas and purchased power costs - TEG may encounter energy costs, 
which are generally passed on to customers, but lead to near term working capital 
requirements

(5) Marketing business - TEG's energy marketing business continually enters into 
fonvards and options which may create unanticipated gains and losses depending 
on any changes in contract values. Uncertainty surrounding the future of this 
business and collateral requirements may also impact the value of the stock.

(6) Short interest - A significant short interest in the stock could lead to near-term 
volatility.

If the impact on the company from any of these factors is more or less than we 
expect, the stock could outperform or underperform our target.

MDU Resources Group Inc

Company description

MDU Resources Group, Inc. is a diversified natural resources company. It has five 
business segments: 1) Electric and Natural Gas Utilities, 2) Construction Services,
3) Pipeline and Energy Services, 4) Exploration and Production, and 5)
Construction Materials and Contracting. The company is headquartered in 
Bismarck, North Dakota.

Investment strategy

We rate MDU Neutral. While we believe the company has executed its strategy 
well, we believe that the current market valuation largely incorporates MDU's future 
earnings for the time being. Going forward, we look for additional upside 
possibilities in the company's liquids-focused exploration and production portfolio as 
a potential catalyst for medium term price gains.

Valuation

Our target price is $30 per share, based on the average of the following valuation 
methodologies. Our NAV calculation results in a valuation of $34 per share. We 
value MDU's E&P business at -$1.0bn, which includes proved reserves of 40.6mn 
bbl of oil and natural gas liquids and 239.3 Bcf of natural gas. We value natural gas 
reserves at $1.25/Mcf and crude oil reserves at $18/bbl. We see $8.8bn for the total 
value of hard assets and subtract -$2.0 billion of net debt to derive and $965mn for 
the cost of expansion projects to arrive at an equity value of $5.9bn. Our DCF 
analysis results in $30 per share at Citi Research’s oil and gas price deck. We use a 
weighted average cost of capital of 6.85% for MDU. Our long-term P/E analysis 
results in a value of $26 per share. We base our analysis on a blended 16.4x 
multiple on 2014E earnings of $1.59. Our EV/EBITDA analysis values MDU at $28 a 
share applying an 8x multiple to 2014 EBITDA estimates.
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Risks

Although the firm has E&P exposure, it is balanced to some degree by the regulated 
utility & pipeline assets. MDU is subject to at least the following risks: 1) Commodity 
Price Risk: Commodity prices remain volatile. Stockholders' expectations of future 
hydrocarbon prices will have an impact on MDU stock; 2) Execution Risk: MDU 
operates in capital intensive industries in which project cost overruns can put strain 
on the company's balance sheet; 3) Regulation Risk: Decisions made by public 
utility commissions and other government bodies have a material impact on the 
company's profitability and viability. If the negative impact on the company from any 
of these factors proves to be greater than we anticipate, the stock could have 
difficulty achieving our target price. On the other hand, we may have overestimated 
these risk factors and the stock could increase more than we expect.

National Fuel Gas Co

Company description

National Fuel Gas (NFG) is an integrated natural gas company that produces, 
transports, distributes and markets natural gas and oil. It operates through four 
business segments: Utility, Pipeline and Storage, Exploration and Production, and 
Energy Marketing. Seneca Resources Corp., the company’s upstream subsidiary, 
produces crude oil and natural gas from about 1.55 billion cubic feet (Bcfe) of 
proved reserves out of the Appalachian Region and the West Coast. NFG's 
distribution business provides natural gas and transportation service to roughly 
732,000 customers in western New York and northwestern Pennsylvania through its 
utility, National Fuel Gas Distribution. NFG'ss interstate natural gas pipelines and 
storage assets provide service to customers in the surrounding utility territories.

Investment strategy

We rate NFG Buy. We estimate that the firm's Marcellus acreage could significantly 
boost long-term production levels. The company's regulated business lines (Pipes & 
Distribution) bear no direct commodity price exposure and serve as a balancing 
point with respect to overall risk exposure.

Valuation

Our target price is $83, based on the average of the following valuation 
methodologies. Our NAV calculation results in a target price of $76 per share 
valuing NFG's hard assets at $7.9bn and then backing out -$1,6bn of net debt for 
an equity value of $6.4bn. Our DCF valuation results in a target price of $95 per 
share. We use the company's cost of capital as our discount rate. Our EV/EBITDA 
methodology results in $83 per share using 2014E EBITDA and a blended multiple 
of 8.8x, while our long-term earnings calculation is $79 per share using 2014E EPS.

Risks

The future price of National Fuel Gas shares are subject to various risks, including 
but not limited to the following: Commodity Price Risk: Fluctuation in the price of oil 
and natural gas will cause volatility in our estimates. If the commodity prices go up 
from the current level, it could affect NFG's share price positively. Reserve 
replacement: NFG's ability to find reserves in its undeveloped acreage and to 
sustain production is key to our valuation framework. To the extent that NFG is not 
able to find more reserves, replace reserves it uses in production, and sustain 
production through its current inventory of developed reserves, our valuation model
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would become impaired. Conversely, to the extent that NFG can find more reserves 
cheaply and increase its production, this would increase its valuation. NFG's 
commodity exposed business lines are offset through regulated (i.e. minimal direct 
commodity price risk) segments. If the impact from the above risks turns out to be 
greater/less than we anticipate, the stock could fail to achieve/exceed our target 
price

NiSource Inc

Company description

NiSource Inc (Nl) is, primarily, a regulated utility with an integrated network of gas 
distribution, transportation, and storage assets in the Northeast. Mid-Atlantic, and 
Midwest. NiSource also operates an electric utility in Northern Indiana. The 
company operates four business units, including: 1) Gas Distribution, which delivers 
natural gas in several states; 2) Gas Transmission and Storage Operations, which 
provide interstate natural gas transmission and storage services from the Gulf of 
Mexico to the Northeast; 3) Electric Operations, which consist of NiSource’s 
regulated electric utility. Northern Indiana Public Service Company (NIPSCo); and 
4) Other Operations, which include energy-related services and a co-generation 
facility.

Investment strategy

We rate the shares of NiSource (Nl) Neutral (2). Nl provides long-term earnings 
power of $1.60+ per share, including growth from expected rate increases at 
NiSource's utilities. Our estimates do not include I) substantial industrial load growth 
at the utility or ii) the potential for a build out of NTs pipeline and storage assets, 
which have a favorable footprint in the Marcellus Shale, and iii) better than expected 
production results across Nl's mineral right holdings.

Valuation

We average multiple valuation methodologies to derive our $35 target. Our NAV 
yields a value of $40. We value regulated assets at a multiple of rate base. These 
values are partially offset by the company’s net debt. Our DDM, which incorporates 
our rate base growth assumptions, values the company at $40. Our P/E and 
EV/EBITDA multiples (2014 estimates) are based on our proprietary analyses, 
which utilize current equity risk premiums, current betas and projected risk-free 
yields.Our P/E and EV/EBITDA analyses yield values of $30 and $33.

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, tariffs 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 earnings (5) Uplift 
from an MLP - Currently, we do not include any uplift from NiSource pursuing an 
MLP strategy. However, significant upside may exist if the Company is able to 
successfully implement this strategy.
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Questar Corp

Company description

Questar Corp (STR) is a regional, integrated natural gas utility company with 
operations in the Rocky Mountains. The company has three operating segments, 
including 1) a regulated gas delivery business in Utah, Questar Gas; 2) an interstate 
pipeline and underground storage business. Questar Pipeline; and 3) a regulated 
natural gas and oil E&P buisness (Wexpro).

investment strategy

We rate the shares of Questar Corp Buy. We believe that STR will benefit from a 
relatively strong rate of return on an increasing capital base (i.e., Wexpro), the 
recent approval of Wexpro II by regulators, and incremental upside tied to the 
company's Southern Trails pipeline conversion project are likely to support long
term gains in cash flow generation and earnings growth

Valuation

Our target price is $25, based on the average of the following valuation 
methodologies: Our NAV calculation results in a target price of $28 per share. We 
estimate that the distribution business is worth $1,3bn based on 2014E EBITDA and 
an 9x mid-cycle EBITDA multiple. We value STR's Pipeline & Storage business at 
$1,9bn, which is based on 2014E EBITDA and an lOx mid-cycle multiple. We value 
the regulated E&P business, Wexpro. at $2.8bn. This is based on a DDM (dividend 
discount model) and net income (for Wexpro II). We then subtract ~$1.5 billion of 
net debt to derive an equity value. Our DCF analysis results in $24p/s. We derive a 
NPV of cash flows over the next 10 years discounted at the firm's WACC of 5.23%. 
Our long-term P/E analysis results in a value of $22 per share. We base our 
analysis on 2015 estimated earnings discounted to 2014. Our EV/EBITDA multiple 
analysis values Questar at $25p/s. We use a weighted average 2015E EBITDA 
multiple of 10.2x on projected EBITDA of $578mm (discounted to 2013). We 
subtract -$1,5bn of net debt to reach our $25p/s target. We then average these four 
values together for a target price of $25.

Risks

The primary risks to achieving our target price are; 1) Lack of drilling success at the 
regulated E&P segment would result in a lower investment base and therefore a 
lower return and a potentially lower share price. 2) Regulatory pushback or a failure 
to sign up adequate capacity on the Southern Trails conversion is a key downside 
risk. If the impact on the company from any of these factors proves to be 
greater/less than we anticipate, it may prevent the stock from achieving our target 
price or could cause the stock price to materially outperform our target.

Sempra Energy

Company description

Sempra Energy (SRE) is an integrated natural gas and electric company. The 
company's operations include Sempra Utilities, which consists of 6.2 million gas and 
1.3 million electric meters in Southern California; Sempra Generation, which owns 
about 2,600 megawatts (MW) of net, active generation; Sempra Pipeline & Storage, 
which operates natural gas pipeline, storage, and owns interests in utility assets in
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South America; and Sempra LNG. which is currently developing and operating LNG 
re-gasification plants to import natural gas into the U.S.

Investment strategy

We rate the shares of Sempra Energy Buy (1). Sempra's diversified portfolio of 
assets in the gas and power sector gives the company sustained earnings power 
through consistent and growing returns from its utility operations, and a power 
generation portfolio that is 80% contracted. We believe Sempra is well positioned to 
take advantage of the current volatility in commodity prices, power demand in 
California, and future expected demand for liquefied natural gas (LNG).

Valuation

We average multiple valuation methodologies to derive our $91 target.

Our NAV yields a value of $89. We value regulated assets at a multiple of rate base 
(1,6X for utilities. 1.6X for pipelines, transmission and storage assets). The 
company's trading business is valued at the expected sale price. We value SRE's 
electric generation at replacement value ($800-$1,000/KW for CCGT assets).
These values are partially offset by the company's net debt.

Our DDM values the company at $95. Our P/E and EV/EBITDA multiples are based 
on our proprietary analyses, which utilize current equity risk premiums, current 
betas and projected risk-free yields. For our P/E analysis, we apply multiples of 
16.5X, 16.5X and 14X to 2014 earnings at the utility, pipeline and generation 
segments. Our P/E analysis yields a value of $90.

For our EV/EBITDA analysis, we apply multiples of 9X,9X and 8.5X to 2014 utility, 
pipeline and generation EBITDA. Our EV/EBITDA analysis yields a value of $89.

Risks

The key risks to our investment thesis are (1) The utilities are subject to regulation 
from federal, state and local authorities which may impose rulings adverse to 
Sempra's interests. (2) California’s Department of Water Resources power contract 
with Sempra Generation expired in 2011. Earnings may be materially impacted as a 
result of volatile merchant power prices. (3) Uncertainty in the contracting of 
capacity on expansions at the company's LNG facilities may negatively impact 
earnings in the coming years, along with changes in the regulatory outlook towards 
exporting gas. (4) Sempra is exposed to currency issues in Mexico and earnings 
could be impacted with significant volatility in the value of the Mexican Peso. (5) 
Ability to access debt or equity markets at a reasonable cost in the future could 
materially impact growth in the future. (6) The opportunity for further upside exists if 
Sempra can take advantage of the growing need for renewable generation in the 
desert SW. (7) SRE is successful in obtaining regulatory approval to export natural 
and close financing. If the impact on the company from any of these factors proves 
to be greater/less than we anticipate, it may prevent the stock from achieving our 
target price and our rating.

Southwest Gas Corp

Company description

Southwest Gas operates its business in two segments: Natural Gas Operations and 
Construction Services. The company provides regulated gas distribution services
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for 1.9 million customers in Arizona, Nevada and California. SWX also operates two 
FERC-regulated pipelines and an unregulated pipeline construction business.

Investment strategy

We rate SWX Neutral (2). Our Neutral rating is premised on the company obtaining 
a reasonable rate of return on its regulated asset base. Although the utility segment 
benefited from decoupling in Arizona, we believe that regulatory change has been 
fully valued. SWX's regulated customer base has been driven by population growth 
in Arizona and Nevada. We estimate that rate relief and slowing capital growth 
should help to mitigate the impact of regulatory lag in the coming years and improve 
return metrics for the utility segment. The construction business has potential to 
grow, yet competition from larger pipeline service companies could limit the growth 
potential of the division. We remain constructive on the firm’s growth prospects but 
feel current valuations have somewhat limited upside for the time being.

Valuation

We average multiple valuation methodologies to derive our $57 target. Our NAV 
yields a value of $65. We value regulated assets at a multiple of rate base (1.6x for 
utilities, 1.6x for pipelines). We value the Construction Services segment at 5x 
EBITDA, based on a midstream asset multiple. These values are partially offset by 
the company's net debt. Our DDM values the company at $57. We calculate a 
hypothetical dividend, based on We average multiple valuation methodologies to 
derive our $57 target. Our NAV yields a value of $65. We value regulated assets at 
a multiple of rate base (1,6x for utilities, 1.6x for pipelines). We value the 
Construction Services segment at 5x EBITDA, based on a midstream asset 
multiple. These values are partially offset by the company's net debt. Our DDM 
values the company at $57. We calculate a hypothetical dividend, based on SWX's 
regulated capital growth, authorized returns and cost of equity to arrive at our DDM 
valuation. Our P/E and EV/EBITDA multiples are based on our proprietary analyses, 
which utilize current equity risk premiums, current betas and projected risk-free 
yields. For our P/E analysis, we use multiples of 16x, 16x and lOx for the 
company’s utility, pipeline and pipeline construction assets. For our EV/EBITDA 
analysis, we use multiples of 9x, 9x and 5x for the company’s utility, pipeline and 
pipeline construction assets. Our P/E and EV/EBITDA analyses yield values of $50 
and $54.

Risks

The key risks to our investment thesis include: 1) Population growth: Housing 
demand and tepid economic growth within the Southwest region of the U.S. could 
slow to a rate below estimates or increase above our estimates, causing us to 
revise our estimates and valuation; 2) Capital investment recovery: SWX spends 
capital to maintain and expand its operations. The company will continue to rely on 
state regulatory commissions to recover costs in excess of depreciation; 3)
Weather: The company's earnings vary seasonally according to demand for heating 
and cooling across its geographic footprint. Weather patterns out of the norm or 
expectation can significantly affect utility revenue; 4) Capital markets: SWX is a 
relatively small utility in terms of market capitalization and daily volumes. This may 
impact its ability to access the capital markets. If the impact on the company from 
any of these factors proves to be greater/less than we anticipate, it may prevent the 
stock from achieving our target price or could cause our target price to be materially 
outperformed.
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Spectra Energy Corp

Company description

Spectra Energy is an integrated natural gas company that operates in the United 
States and Canada. The company maintains four distinct operating segments with 
over $30 billion in assets: 1) natural gas transmission and storage in the US; 2) 
natural gas distribution in Canada; 3) natural gas gathering, processing and 
transmission in Canada; and 4) gathering & processing in the US through a 50% 
joint venture with ConocoPhillips.

Investment strategy

We rate Spectra (SE) at Neutral (2). We expect SE will grow regulated earnings by 
expanding its North American pipeline and storage network; however, fluctuations to 
commodity prices and USD-CAD exchange rates may add volatility to midstream 
earnings. Although SE has a solid slate of projects underway, we see limited upside 
potential beyond market expectations in the near term without an additional 
earnings catalyst.

Valuation

We apply multiple valuation methodologies to derive our $35 target. Our NAV yields 
a value of $33. We value the regulated assets at a multiple of rate base (1,6x for 
utilities. 1.6x for pipelines). We value the Field Services segment at 10.Ox 2015E 
EBITDA, based on our midstream multiple. These values are partially offset by the 
company’s net debt. Our 10-year DCF yields a value of $36. by utilizing a 5.3% 
WACC. Our P/E and EV/EBITDA multiples are based on our proprietary analyses, 
which utilize current equity risk premiums, current betas and projected risk-free 
yields. For our P/E analysis, we use a 18.5x blended multiple for SE's mix of assets. 
Our P/E and EV/EBITDA analyses yield values of $30 and $32. We then average 
our valuation scenarios and increase the average by the company’s cost of equity to 
reach our target of $35.

Risks

The key risks to our investment thesis include'. 1) Commodity price and exchange 
rate exposure: Significant capital requirements over the medium term and the 
earnings sensitivity to volatile commodity prices and the Canadian dollar; 2) Capital 
Investment Recovery: SE spends capital to maintain and expand its pipeline and 
distribution operations. SE relies on the OEB and the FERC to recover costs or 
approve projects; 3) Processing Contract Volatility: SE is exposed to commodity 
price volatility through its POP and keep-whole processing contracts. An increase in 
commodity prices could allow SE to outperform our expectations; 4) Production 
from Gas Producing Regions: SE is dependent on volumes from producing fields 
throughout North America. Significant production declines could require SE to 
charge producers higher fees to compensate for lower volume on its systems, 
potentially degrading its competitive position. Conversely, production increases 
could enhance its competitive position; 5) Demand from Refineries and 
Petrochemical Producers: Nat gas liquids produced by SE are primarily marketed to 
refineries and petrochemical producers. Lower demand could lead to margin 
compression. If the impact on the company from any of these factors proves to be 
greater/less than we anticipate, it may prevent the stock from achieving our target 
price or could cause our target price to be materially outperformed.
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TransCanada Corp

Company description

TransCanada Corp. is a North American energy infrastructure company, which has 
one of the country’s largest natural gas pipeline networks and storage operations. It 
operates through three segments: Natural Gas Pipelines, Oil Pipelines, and Energy. 
The Natural Gas Pipelines segment owns and operates infrastructure that includes 
gas pipelines and storage facilities, while the Oil Pipelines segments transports 
crude oil. The company’s pipeline network transports 14 Bcf/d of natural gas and 
extends over 42.000 miles, while its storage capacity is 406 Bcf. Additionally, 
TransCanada owns or has an interest in 11,800 MW of generation throughout 
Canada and the northeast United States.

Investment strategy

We rate TRP Neutral (2). TRP's asset mix of both pipeline (70%) and power (30%) 
assets offers attractive organic growth with incremental returns on new capital of 
13% excluding acquisitions over the next five years. Despite attractive returns on 
organic and new build projects, we believe this growth comes with the risk of capital 
cost overruns at new projects, namely, the restart of two units at TRP's operated 
nuclear power plant (Bruce Power) and a C$12.2 billion oil export pipeline from 
Alberta into the Midwest (Keystone Pipeline).

Valuation

We apply average multiple valuation methodologies to derive our $51 target. Our 
NAV yields a value of $48 per share. We value regulated assets at a multiple of rate 
base (1.6x for pipelines and storage assets). We apply a 10% haircut to Canadian 
assets as they earn lower authorized returns. We value TRP’s power generation 
assets at replacement value. These values are partially offset by the company's net 
debt. Our 10-year DCF yields a value of $61 per share, using a 4.1% WACC. Our 
P/E and EV/EBITDA multiples for the pipelines are based on our proprietary 
analyses, which utilize current equity risk premiums, current betas and projected 
risk-free yields. This analysis yields a multiple of 17x 2015E earnings and 10x 
2015E EBITDA. We apply a merchant power multiple of 14.5x and 8x to power 
generation 2015E earnings and EBITDA. Our P/E and EV/EBITDA analyses yield 
values of $46 per share and $45 per share.

Risks

The key risks to our investment thesis include: 1) Exchange Rates: TRP has energy 
assets in the US and Canada. Significant changes in exchange rates could 
materially increase or decrease earnings; 2) Regulatory Risk: TRP spends capital in 
excess of depreciation to maintain and expand its pipeline infrastructure and relies 
on fair regulated returns. Changes in the regulatory environment could adversely 
impact returns; 3) Nuclear Risk; Because of the high safety risks of operating a 
nuclear power plant, regulatory impediments may arise. Unplanned outages from 
sensitive technology, cost overruns or even terrorist attacks could also cause 
damage and create outages, impacting earnings; 4) Capital Risk: We expect about 
half of TRP capex program will be funded through debt. Difficulties getting the 
appropriate debt funding could reduce the likelihood of projects being built timely; 5) 
Energy Prices: TRP sells to the merchant market. Changes in power prices and/or 
cost of fuel could materially impact our estimates or WC requirements; 6) Execution 
Risk; Expansion projects should add incremental earnings, but overspending could 
lead to lower returns. There is also a risk that projects will not be completed on-time
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or at all. If the impact on the company from any of these factors proves to be 
greater/less than we anticipate, it may prevent the stock from achieving our target 
price or could cause our target price to be materially outperformed.

UGI Corp

Company description

UGI Corp operates as a diversified gas utility, electric utility and global propane 
distribution company. The company's utility and power assets are located in 
Pennsylvania. The company's propane business is composed of a 46% equity 
interest in AmeriGas Partners and an international propane distribution unit with 
principal operations in Europe, where the company controls about a quarter of the 
market. UGI also operates an energy services business with generation and storage 
assets.

Investment strategy

We rate UGI a Neutral (2). The company provides stable cash flows through a 
combination of an electric and gas utility. In addition, the company has one of the 
largest propane businesses in the US and has an International Propane division 
that serves customers in Europe. Historically UG) has generated strong free cash 
flows from its domestic propane and utilities businesses enabling the company to 
make bolt-on acquisitions and increase its dividend over time. However, the 
propane business in the US looks challenged as commodity prices move higher, 
and customers migrate to alternative fuels.

Valuation

Our average multiple valuation methodologies derives a $42 target price. Our NAV 
yields a value of $49. We value regulated assets at a multiple of rate base (1,6x for 
gas utilities). The company’s gas marketing segment is valued at 6x EBITDA, in-line 
with multiples for other marketers. These values are partially offset by the UGl's net 
debt. We value UGl’s interest in APU using our MLP team's target price ($38.50).
We value UGl’s coal-fired power plants at their estimated replacement cost, which 
includes a discount applicable to Central App coal plants, of $981/KW. International 
propane operations are valued at a 15% discount to our gas utility EV/EBITDA 
multiple of 6.8x, due to significant exposure to weather and exchange rates. Our 
DDM values the company at $39. We calculate a hypothetical dividend, based on 
UGl's regulated capital growth, authorized returns and cost of equity to arrive at our 
DDM valuation. Our P/E and EV/EBITDA multiples are based on our proprietary 
analyses, which utilize current corporate spreads, betas and projected risk-free 
yields. For our P/E analysis, we use multiples of 16x, 13.6x, 16x and 10.5x for the 
company's Gas Utility, Propane. Electric Utility and Marketing/Energy Services 
assets. For our EV/EBITDA analysis, we use multiples of 8x and 6.8x for the 
company's Gas & Electric Utility/Propane businesses and Marketing/Energy 
Services assets. International propane operations are valued at a 15% discount to 
our gas utilities, due to exposure to weather and exchange rates. Our P/E and 
EV/EBITDA analyses yield values of $39 and $42.

Risks

The key risks to our investment thesis are: 1) Weather and exchange rates: Slightly 
affecting UGl's stable cash flows are sensitivities to weather and exchange rates. 
Flaga and Antargaz's earnings remain exposed to foreign currency fluctuations: 2)
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Demand fluctuation and industry evolution: Propane distributors compete in an 
unregulated market. While the barriers to entry are high. UGI competes with a 
number of propane distributors in the U.S. and Europe. Economics for other fuel 
types is also making it more economical for customers to switch into other fuels: 3) 
Regulation: Our earnings estimates assume normal weather and recovery of capital 
spent in excess of depreciation through higher customer rates. These rates depend 
on orders from Pennsylvania Public Utility Commission; 4) Commodity prices: Our 
margin assumptions at UGl's power plants are based on market prices and the 
capacity market in PJM. Higher fuel costs or regulatory impediments within the PJM 
market could adversely affect our earnings estimates. If the impact on the company 
from any of these factors proves to be greater/less than we anticipate, it may 
prevent the stock from achieving our target price or could cause our target price to 
be materially outperformed.

Vectren Corp

Company description

Vectren operates regulated electric and gas utilities in Indiana and Ohio, distributing 
natural gas to about 1 million customers and serving about 140,000 electric 
customers through its wholly owned subsidiary. Vectren Utility Holdings. The utilities 
represent over 80% of VVC’s earnings. Vectren also operates non-regulated 
businesses, including coal mining, pipeline construction, and gas marketing.

Investment strategy

We rate Vectren shares Neutral. We believe the stock is fairly valued as a 
constructive regulatory environment is offset by concerns over the impact of flat 
basis spreads on the gas marketing operations and light demand for the coal mining 
unit. Over 80% of earnings at WC are derived from operations at the gas and 
electric utilities. We expect growth at the utility will be arise from infrastructure 
riders, which allow timely returns on capital spending and customer growth. The 
non-regulated operations include coal mining, gas marketing, pipeline construction 
and energy services. Coal mining and gas marketing operations have been 
hampered as of late due to reduced coal demand and thinning basis spreads.

Valuation

We average multiple valuation methodologies to derive our $38 target. We reiterate 
Neutral rating on WC.

(1) Our NAV yields a value of $44. We value regulated assets at a 1.6x multiple of 
rate base. The company's coal mining and energy services segments are valued at 
6x 2014E earnings and 6x 2014E EBITDA, based on midstream and marketing 
multiples. These values are partially offset by the company's net debt. Our DDM 
values the company at $38. We calculate hypothetical dividends, based on WC's 
regulated capital growth, authorized returns and cost of equity to arrive at our DDM 
valuation.

(2) Our P/E and EV/EBITDA multiples are based on our proprietary analyses, which 
utilize current equity risk premiums, current betas and projected risk-free yields. For 
our P/E analysis, we use 2014E multiples of 16x for the gas and electric utilities and 
lOx for the company's unregulated assets. For our EV/EBITDA analysis, we use 
multiples of 8x and 6x for the company's utility and unregulated assets. Our P/E and 
EV/EBITDA analyses yield values of $33 and $37, respectively.
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Risks

The key risks to our investment thesis include:

(1) Capital investment growth - VVC spends capital to maintain and expand its 
utility systems. WC relies on adequate base rates to earn its cost of capital.

(2) Concentration in the Midwest - Changes in the service area’s economy could 
reduce demand for power.

(3) Gas and purchased power costs - Higher costs can lead to higher working 
capital requirements and interest expense.

(4) Coal margins - Key drivers behind the performance of the coal mining unit 
include coal prices, volumes and costs, which are all volatile.

(5) Non-regulated business - WC's unregulated business continually enters into 
forwards and options that may create unanticipated losses.

(6) Capital markets - WC is a relatively small utility in terms of market cap and 
volume compared with other utilities. This may affect its ability to access the capital 
markets.

(7) Customer growth - An unexpected increase or decrease in population could 
affect earnings substantially.

Events that would present upside risk to our target price include: 1) an improving 
economy in Vectren's service areas; 2) increased natural gas price volatility, 
including wider summer/winter differentials; and 3) improvements in coal production 
volumes and per unit margins.

If the impact on the company from any of these factors proves to be greater/less 
than we anticipate, it may prevent the stock from achieving our target price or could 
cause our target price to be materially outperformed.
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Relative Call (3 Month)

Analyst. False! Khan, CFA
45

40

35

Covered 
Not covered

PaQifiSRfe&arch

GAS-ROR-010
Attachment C

Data Rating Target Prtca Closing Prtta
Q] 1 ^Apr-11 "ADO LP - 39.83

[2] 28-8^-11 *REM IP - 42.29

'Indkates ctianga

Sempra Energy (SRE) 
Ratings and Target Price History 

Fundamental Research

Analyst: False! Khan, CFA

Data
B] 8-Oet-ll 
[2) 8-OcH1

■h&ated'ang#

Rating TegatPrlca Closing Price 
Stock rating system changed

M 60.00 50.93

N D J F M A M J 
2011

JASONDJFMAWJJASONDJFMAMJJASO 
2012 2013

Oslo Rating
[H 7-Ort-H 'AOOLP

g] 11-JuM2 -REMLP

Target Price Ctotlng Price , Date Rating Target Prtca Closing Price
41.52 ! [S) 16-Jul-12 *ADO LP 43.35

[6] 4-Jun-13 ’REM IP 47.4043.16

RalingAaget price changes above reflect Eastern Standard Time

Data Rating
[3] 27-Mar-12 1

SI 4-Oct12 1

Target Price Closing Price 
*65.00 ».05

‘60.00 66.39

Oats
[5] l-May-13

Rating Target Price Closing Pries 
1 *91.00 62.10

Rating/targel price changes drove reflect Eastern Stantari Time

Sempra Energy (SRE)
USD

Ratings and Target Price History 90

Best Ideas Research 80

Relative Call (3 Month)

Analyst Parse) Khan, CFA
70

60

50

*0

30

Covered 
Not covered

Oats Rating Target Pflta Closing Price 
[Tj 2-Dec-11 'AODMP - 52.92

’ Indicates charge

N □ J F M A M J 
2011

Date RsBng
[2| H-Jul-12 ‘REMMP

JASONDJFMAWJJASONDJFMAMJJASO 
2012 2013

TargatPrice Closing Price 
68.46

RaOrgflarget price changes drove reflect Eastern Standard Tme
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UGICorp(UGI)
Ratings and Target Price History 

Fundamental Research

Analyst False! Khan, CFA

Data
Q] 31JW-11 
(2| 2-May-1t 

(3] 21-Jul-ll 
gj SOd-11

Rating Taiget Prtc* Cloalng Priet
*2M
2M
2M

*1M

33.00

*36.00

*34.00

*31.00

* Irrfeaes change

UGICorp(UGI)
Ratings and Target Price History 

Best Ideas Research 

Relative Call (3 Month)

Analyst False! Khan, CFA

31.35

32.74

32.29

26.40

Data
ID 8-Oet-11 

ID 8-oct-n

0 1Wtov-11 

a 23-Ap-12

Rating Targat Pdca Ctotlng Price 
Slock rating system changed

31.00

*33.00

*31.00

26.27

29.41

26.62

USD

45

40

35

30

25

20

Covered 
Not covered

Dale Rating Target Price Cloalng Price 
[9j 25-JUM2 1 *34.00 29.92

[10| SJan-13 *2 *37.00 34.56

Ej 1-May-13 2 MO.OO 40.46

Rating/targel price changes atwve refled Eastern Stvdani Time

i's l
f i-'

\l

' InAcales [hangs

KDJFMAMJJASONDJFMAUJJASONDJFMAMJJASO 
2011 2012 2013

Rstinglarget price changes above reflect Eastern Standard Time

Vectren Corp (WC)
Ratings and Target Price History 

Fundamental Research

Analyst Farsel Khan, CFA

Date
Q] 8-Oct-11 

(2] SOct-11 

ID 3-FeH2

* Indicates change

Rating Targat Price Cloeing Price 
Stock rating system changed

26.00

*28.00

26.77

29.06

2011

Date
0 23-Apr-12 

[5) 25-AiM 2 

[D 25-Jan-13

2012

Rsting Target Price Closing Price
*29.00

*31.00

*30.00

28.46

29.41

31.05

Date
|7j 1-May-13

Rsting Target Price Cloeing Price 
2 *36.00 36.96

RatingAarget price changes above reflect Eastern Standard Time
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Vectren Corp (WC)
Ratings and Target Price History 

Best Ideas Research 

Relative Call (3 Month)

Analyst: Faisel Khan, CFA

USD

Not covered

35

30

.’•v1

25 Vf' ’ r

* Indicate change

N D J F M 
2011

AMJJASON D J F 
2012

MAMJJASON 0 J F 
2013

M A M j J A S O

Rating/target price changes above reflect Eastern Standard Time

Atmos Energy Corp (ATO) 
Ratings and Target Price History 

Fundamental Research

Analyst: Faisel Khan. CFA

2011 2012 2013

(Mb Rating Target Prtc* Ckning Price 
[1] 31-Jan-ll 2M *32.00 32.60
(| 2-May-ll *2L *35.00 34.61

Date Rating Target Pric* Closing Prica Data
I?) 6-Oet-11 Slock rating system changed [5| 25-JuH2

l4l SOcMI *2 35.00 31.84 (6l 1-May-13

Rating Tvget Pric* Closing Price 
2 *39.00 35.53

2 *43.00 43.62

’ Indicates change Rathgtarget price changes above reflect Eastern StandanJ Time

Atmos Energy Corp (ATO) 
Ratings and Target Price History 

Best Ideas Research 

Relative Call (3 Month)

Analyst: Faisel Khan, CFA

USD
Covered 

Not covered

<5

40

35

t*1
30

’ indicates chenge

N 0 J F 
2011

MAMJJASONDJFMA

2012
SONDJ FMAMJJ ASO 

2013

Ratinglarget price changes above reflect Eastern Standard Time
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Brookfield Infrastructure Partners 
(BIP)

Ratings and Target Price History 

Fundamental Research

Analyst Faisel Khan, CFA 
Covered since March 22 2013

USD

40

Covered 
Not covered

3S

30

25

20

Date Rating Target Price Closing Price 
! Q] 8-Oct-11 Stock rating system changed

1 ca 21-JUIV12 *2 *34.00 32.1B

•Indicates change

Brookfield Infrastructure Partners 
(BIP)
Ratings and Target Price History 

Best Ideas Research 

Relative Call (3 Month)

Analyst Faisel Khan, CFA 
Covered since March 22 2013

15.....................................................................................................................................................................................................
ND JFMAMJ JASONDJ FMAM J J A S O N D J FMAM J J ASO 

2011 2012 2013

Date Rating Target Price Closing Price 
g] 25-Jarv13 2 *36.00 37.25

[4] 8-Seo-13 2 *39.00 35.67

Radng/taget price changes above reflect Eastern Standard Time

USD
Covered ----------

Not covered...........

Date Rating Target Price Closing Price
0 10-Oec-12 ‘ADD IP - 34.27

’ Indicates change

NDJFMAMJJASONOJfMAMJJASONDJFMAMJJASO 
2011 2012 2013

Date RaSng Target Price Closing Price 
[2] 22-Mar-13 •REMLP - 37.62

RaSngAarget price changes abra reflect Eastern Standard Time

NiSource Inc (Nl)
Ratings and Target Price History 

Fundamental Research

Analyst Faisel Khan, CFA

Date Rating Tergal Price Closing Price Date Rating Target Price Cloetng Price Date Retlng Target Price Cloelng Price
0 l-Nov-10 2M *16.00 17.17 IS 6-Od-ll *2 2100 21.55 [9] 2S-Oct-l2 2 *27.00 25.54
[2l 31-Jan-ll 2M *20.00 18.62 g) 1-Nov-11 2 *22.00 21.32 Qo] i-May-13 2 *30.00 30.61
(3j 2-May-11 34 *21.00 19.52 0 23-Apr-12 2 *24.00 24.30
0 801-11 Stock rating system changed ® 25-JUH2 2 *26.00 25.12

’ Indicates change Rathglarget price changes above reflect Eastern Standard Time
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NiSource Inc (Nl)
Ratings and Target Price History 

Best Ideas Research 

Relative Call (3 Month)

Analyst Faisal Khan, CFA

Covered 
Not covered

S' ;\’Y

15

^NbjFMAMjjASONDJFMAMJJASONDjFMAMjjASO

2011 2012 2013
* Indicates change Rating/target price changes above leflad Eastern Standard Time

MDU Resources Group Inc (MDU) 
Ratings and Target Price History 

Fundamental Research

Analyst Faisel Khan, CFA 
Covered since Mart* 22 2013

Dsts RsQng Target Price Closing Price Date Rating Target Price Closing Price Data Raring Target Price dosing Price
|T] 20-Jan-ll 1M •23.50 21.32 |4] B-Oct-11 Stock rating system changed [7] 25JuH2 2 •23.00 22.04
[2] 13-Jii-11 *2M •24.00 22.2S [5] 8-Oct-11 •2 21.50 19.34 |i] B-Od-12 2 •22.00 21.90
[51 7-Oet-ll 2M •21.50 19.34 [6] 2-Feb-12 2 *21 00 21.31 ® 10-Dec-12 •1 *29.00 21.38

' IndicsKs change Ratngflarget price changes above reflect Eastern Stedanj Tme

MDU Resources Group Inc (MDU) us° ..^covered
r 1 ' Not covered

Ratings and Target Price History

Best Ideas Research 30

Relative Call (3 Month)

Analyst Faisel Khan, CFA 25
Covered since March 22 2013

15.......................................
N 0 J F M A M J 

2011

Date Rating Tergal Price Closing Price Date Rating
Qj 9-Oct-12 ‘ADD LP 21.82 [2] 10-Dec-12 ‘REMLP

’ Indicates change

ASONDJ FMAMJ j A S 0 N D J F M A M J J A S 0 

2012 2013

Target Price Closing Price 
21.38

Rabngtegel price changes above lefted Eastern Standard Tme
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Questar Corp (SIR)
Ratings and Target Price History 

Fundamental Research

Analyst Faiset Khan, CFA 
Covered since March 22 2013

2011 2012

Data Rating Target Price Cloalng Price Date Rating Target Price Closing Price
1 0 20-Jarvll ML *19.00 17.92 10 B-Oct-11 Stock rating system changed
; [2] 13>M-11 1L *19.25 17.99 H] a-oct-n *1 20.50 18.55

D 7-Oct-11 1L *20.50 16.55 IS 17-Oct-12 *2 *21.75 20 91

2013

DM Rating Target Plica Ctoting Price 
|7j 22*Jarv13 *1 *25.00 22.37

'Irdketesthange

Questar Corp (SIR)
Ratings and Target Price History 

Best ideas Research 

Relative Call (3 Month)

Analyst Faisal Khan, CFA 
Covered since March 22 2013

Covered 
Not covered

, .vK-y v-'. y-

Rathgflaryt price changes atone reflect Eastern StandsC Tine

,VVv

'•I

' Indicates change

NDJFMAMJJASONDJfUAMJJASONDJFMAMJJASO 
2011 2012 2013

Rating/target price changes above reflect Eastern Stand an] Time

USD
Covered 

Not covered

30............................................................... ....
NDJFMAMJ JASONDJFMA 

2011 2012

Energen Corp (EGN)
Ratings and Target Price History 

Fundamental Research

Analyst Faisel Khan, CFA 
Covered since March 22 2013

Data Rating Target Price Closing Price
0 20-Jar>-11 2M *60.00 53.84
0 26-Apr-H 2M *64.00 6282
0 13-JuM1 MM *69.00 57.12
0 60ct-11 1M *61.00 43.74

Date Rating Target Price Closing Price
m 8-oa-ii Stick rating system changed
1 8-00-11 *1 61.00 4292
(7] 27-Jan-12 1 *63.00 49.29
E 23-Apr-12 1 *60.00 46.01

J J A S O N D J F 
2013

M A M J J A S O

Date RsQng Tergal Price Closing Price
[9] 26Apr-12 1 *65.00 51.30

(TO] 25skiH2 1 *63.00 46.41
QT] 2-00-12 1 *65.00 51.82

18-Oec-12 1 *61.00 45.30

' Indicates change RaUngflaget price changes above reflect Eastern Standard Time
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Energen Corp (EGN)
Ratings and Target Price History 

Best Ideas Research 

Relative Call (3 Month)

Analyst Faisel Khan, CFA 
Covered since March 22 2013

pat*
0 27-APM2

Rating Targat Prlca Closing Prtco 
'ADD MP 51.72

'^NDjFUAMjiASOHDjFMiiujjASONDiFMAMJJASO 

_2011 2012 2013

Data Rating Targat Prtca Clotlng Prtc*
[2] 22-Mar-U *REM MP • 51.26

' Mcataa change Rating/larget price changes drove relied Eastern Standar! Tne

AGL Resources Inc (GAS) 
Ratings and Target Price History 

Fundamental Research

Analyst Faisel Khan, CFA

30

pate Rating Target Price Closing Price

N O J F M 
2011

Date

A M J J A S O N

Rating Target Price

D J F M A M 
2012

Closing Price

J J A S O N O J F 
2013

Date Rating

M A M J J

Tirget Price

A S O

Closing Price
0 30-Jan-ll •1M *41.00 36.09 0 8-Od-ll •2 44.00 40.44 [7] 23-Apr-12 2 •41.00 37.95
[2] 2-May-'1 ML ■44.00 41.45 [5] 2-Nov-ll 2 •42.00 39.99 [6] 2WuM2 2 •43.00 39.70
gj tOct-11 Stock rating system changed [6] 3-Feb-12 2 ’43.00 41.55 [?] 30-Apr-13 2 *44.00 43.85

•Indicates change

AGL Resources Inc (GAS)
Ratings and Target Price History

USD
Cove rad 

Not covered

Best Ideas Research

Relative Call (3 Month)

45

Analyst: Faisel Khan, CFA
40

,s. >

35 *

RntngAargei price changes above refled Eastern Sender! Time

I

* Indicates change

N D J F M 
2011

A M J J A S O N D J F 
2012

M A M J J A S O N 0 J F 
2013

MAMJJASO

Ratng/target price changes above re fed Eastern Standard Time
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Spectra Energy Corp (SE) 
Ratings and Target Price History 

Fundamental Research

Analyst False! Khan, CFA

Oils
(U 31-Jan-11 

(2) 2-May-11 

g) SOcl-11 
[ij B-Od-11

Rating
*2M
2M
2M

Target Price
*25.00
*28.00
•28.00

Clotlng Price 
26 23 
28.71 
25.51

Stodi rating system changed

Date
[g 8-Od-H
[6] 3-Feb-l2
[7] 25-JuM2 
1 2SJan-13

Rattng
*2
2
2

2

Target Price Cloeing Price
26.00

*32.00
*29.00
*27.00

25.33
30.56
29.69
27.09

Date
K 1-May-13 

Ijo) 7-Aug-13

Rating
2

2

Target Price 
*30.00 
*36.00

Cloeing Price 
30.81 
35.15

* Indicates change

Spectra Energy Corp (SE) 
Ratings and Target Price History 

Best Ideas Research 

Relative Call (3 Month)

Analyst; Fatsef Khan, CFA

USD
Covered --------------

Not covered -----

Ratfngrtarget price changes above reded Easlem Standard Time

*
35

30
•A « *

%44%?\
rW V

- 1 *8 
..V* * >*'.4 ■

ji V ‘"V
*,sxl

' Indicates change

NO J FMAMJ JA SONDJ FMAM 
2011 2012

JJASONDJFMAMJJ
2013

RatingAarget price changes above reflect Eastern Standard Time

Enbridge tnc. (ENB.TO) 
Ratings and Target Price History 

Fundamental Research

Analyst Faisal Khan, CFA 
Covered since March 22 2013

Data Rating Target Price Closing Price 
(Tj 6-Oct-11 Stock rating system changed 
(2) 16-Dec-11 *2 *37.37 35.65
!D 23-Apr-12 2 *35.58 39.50

CAD

50
Covered 

Not covered

45

40

35

30

25

20
if D J F M 

2011
A M J JASON D J F M A M 

2012
JJASONDJFMAMJJ

2013
A S O

Date
IS-May-12

Rating
2

Target Price 
*41.50

Closing Price
40.03

Date Rating Target Price
[Tj l-May-13 2 *46.00

Closing Price 
47.11

25-JuM2 2 *44.00 41.59
25sJarv13 2 *45.00 4418

' Indicates change Ratngtarget price changes above reflect Eastern Standard Time
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Enbridge inc. (ENB.TO) 
Ratings and Target Price History 

Best ideas Research 

Relative Call (3 Month)

Analyst: Fated Khan, CFA 
Covered since March 22 2013

CW)
Covered 

Not covered

4$

40

35

»

25

’ Indicates drangs

N D J F 
2011

M A M J J A S O N D J F 
2012

M A M J J A S O N 0 J F 
2013

MAMJJ ASO

Raangtoiget price changes above leflect Eastern Standard Tine

National Fuel Gas Co (NFG) 
Ratings and Target Price History 

Fundamental Research

Analyst Fatsel Khan, CFA 
Covered since March 22 2013

Date
0 20-Jan-H 

(H 26-Apr-11 

[3] 13-JJ-11 

0 7-Oct-11

* Indicates change

•3S

3S
*2H
•1H

•67.00

•70.00

70.00

*64.00

56.61

73.45

70.82

51.92

Rating Target Price Closing Price

2011

Date
[5] 8-Oet-ll

[6] 8-Oct-11

[7] 29-Jar>-12 

1 23-Aff-12

Rating Target Price Clotlng Price 
Stock rating system changed

64.00

•63.00

*57.00

51.92

50.56
44.60

2013

Data Rating Target Price Closing Price 
25-JUM2 1 *55.50 48.25 

3-Aug-12 1 ‘57.00 49.38

RaUng/largel price changes abac reflect Eastern Standard Tme

National Fuel Gas Co (NFG)
USD

Covered — 
Not covered *

Ratings and Target Price History 80
Best Ideas Research

*i e •
Relative Call (3 Month) 70 V V
Analyst Faisal Khan. CFA

60
Covered since March 22 2013

SO

40

,-hu.

,iV

NDJFMAMJJASONDJFMAMJJASONOJFMAMJJASO 
2011 2012 2013

' Indicates change RaSng/taigel price changes above relied Eastern Standard Tina
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Southwest Gas Corp (SWX) 
Ratings and Target Price History 

Fundamental Research

Analyst: Faisal Khan, CFA

fiats
HI 31-Jan-ll 
[2] 2-May.11 
® 28-JuMI

’Indlcsteschanga

Rating Targat Prica Closing Prtca
*2M
2M

•1M

•41,00
*43.00
*45.00

37.24
39.59
37.09

Southwest Gas Corp (SWX) 
Ratings and Target Price History 

Best ideas Research 

Relative Call (3 Month)

Analyst: False! Khan, CFA

Data
[4] 6-OcS-ll 
HI 8-0(3-11 
Ht 3^eb-12

Rating Targat Prtca Closing Prtca 
Sttdt rating system changed

•1 45.00 36.78
1 *47.00 42.68

Data
El) 25-JuH2 
® 25-Jan-13 
g] l-May-13

Rafing Targat Prtca Closing Prtca 
•2 •50.00 44.12
2 '48.00 44.37
2 ■51.00 49.70

Rating/target price changes above reflect Eastern Standard Tme

USD

55 

50

45

40

35 -V‘ 

30 

2$

Covered 
Not covered

•K

V*

* Indicates change

NDJFMAMJJASONDJFMAMJJASONOJFMAMJJASO 
2011 2012 2013

Ratlngrtarget price changes above reflect Eastern Standard Time

Integrys Energy Group, Inc. (TEG) 
Ratings and Target Price History 

Fundamental Research

Analyst Farsel Khai. CFA

Date
fi] 31-Jan-il 
[2] 2-May-11 
(| 8-0(3-11

•Indicates change

Rating Target Price Closing Price
•2H ‘46.00
*2M *51.00

Stock rathg system changed

47.59
5248

Date
[4] 80c1-11
[5] ifeb-12
[6] 2-Mar-12

Riting Target Price Closing Price
51.00 

•56 00 
*55.00

46.42
52.72
52.07

Date
[7] 2503-12

Rating Target Pries Closing Price 
2 53.65

RaCngtoryet price changes above reflect Eastern Standard Tine
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Integrys Energy Group, Inc. (TEG) 
Ratings and Target Price History 

Best Ideas Research 

Relative Call (3 Month)

Analyst False! Khar, CFA

Data Rating Target Rrtct Doting Prtc* 
0 20-Jan-11 ’ADD IP - 48.32

Covered 
Not covered

NDJFMAMJJASONOJFMAMJJASONDJFMAMJJASO
2011 2012 2013

bat* Rating Target Price Closing Prtca 
[2] 19-Apr-11 'REMLP - 49.68

’ IndicslBt change RatingTargat price changes above reflea Easlam Standard Time

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of CenterPoint Energy Inc. Citigroup Global Markels Inc. acted 
as an advisor to CenterPoint Energy Inc. in the formation of the joint venture with OGE Energy and ArcUght Capital.

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of Sempra Energy

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of UGI Corp

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of NiSource Inc

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of Energen Corp

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of Spectra Energy Corp

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of Enbridge Inc

Citigroup Global Markets Inc. owns a position oi 1 million USD or more in the debt securities of National Fuel Gas Co

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of TransCanada
Corp, Sempra Energy, Brookfield Infrastructure Partners, NiSource Inc, Spectra Energy Corp, Enbridge Inc..

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from 
CenterPoint Energy Inc, TransCanada Corp, Sempra Energy, UGI Corp, Brookfield Infrastructure Partners, NiSource Inc, Spectra Energy Corp. Enbridge 
Inc., Integrys Energy Group, Inc..

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking 
services from Sempra Energy, Brookfield Infrastructure Partners, NiSource Inc, Spectra Energy Corp, Enbridge Inc..

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from CenterPoint 
Energy Inc, TransCanada Corp, Sempra Energy, UGI Corp, Atmos Energy Corp, Brookfield Infrastructure Partners, NiSource Inc, AGL Resources Inc, 
Spectra Energy Corp, Enbridge Inc., Southwesl Gas Corp, Integrys Energy Group, Inc. in the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): CenterPoint Energy Inc, 
TransCanada Corp, Sempra Energy, UGI Corp, Brookfield Infrastructure Partners, NiSource Inc, Spectra Energy Corp, Enbridge Inc., integrys Energy 
Group. Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment
banking, securities-related: CenterPoint Energy Inc, TransCanada Corp, Sempra Energy, UGI Corp, Vectren Corp, Atmos Energy Corp, Brookfield 
Infrastructure Partners, NiSource Inc, MDU Resources Group Inc, Questar Corp, Energen Corp, AGL Resources Inc, Spectra Energy Corp, Enbridge Inc., 
National Fuel Gas Co, Southwest Gas Corp, Integrys Energy Group, Inc..

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment
banking, non-securities-reiated: CenterPoint Energy Inc, TransCanada Corp, Sempra Energy, UGI Corp, Brookfield Infrastructure Partners, NiSource Inc, 
Spectra Energy Corp, Enbridge Inc., Integrys Energy Group, Inc..

Analysts1 compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its 
affiliates (“the Firm’). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking 

revenues.

The Firm is a market maker in the publicly traded equity securities of National Fuel Gas Co, Integrys Energy Group, Inc.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product ("the 
Producl"), please contact Citi Research, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance [E6WYB6412478). In 
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's 
disclosure website at https://www.citivelocity.com/cvr/eppublic/citijesearch_disctosures. Valuation and Risk assessments can be found in the text of the 
most recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.
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Citi Research Equity Ratings Distribution
12 Month Rating

Data current as of 30 Sep 2013 Buy Hold Sell
Citi Research Global Fundamental Coverage 48% 40% 12%

% of companies in each rating category that are investment banking clients________________________55% 50% 43%

Guide to Citi Research Fundamental Research Investment Ratings:
Citi Research stock recommendations include an investment 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, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return 
('ETR') and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The 
Investment 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 Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment 
catalysts 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, 
thus, not derive an ETR. Analysts may place covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the 
analyst's thesis) affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will 
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our 
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation. 
Relative three-month ratings: Citi Research may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific 
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the 
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration, 
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which 
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to 
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is 
considered non-reiative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings 
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.

Relative Rating 
Buy Hold Sell

6% 87% 6%
64% 51% 48%

Prior to October8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both 
price volatility and fundamental criteria, were: Low (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 response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) 
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by 
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets 
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-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) (0%-10% for Low-Risk stocks, 0%-15% 
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging 
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for 
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for 
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low- 
Risk stocks, 10% or less for Medium-Risk stocks. 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading 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 below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may no! be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

Citigroup Global Markets Inc _ _ _ Faisel Khan, CFA; Blake Clayton; Sioban G Hickie; Trieu Huynhtan; Mohit Bhardwaj
OTHER DISCLOSURES " ““

The subject company's share price set out on the front page of this Product is quoted as at 25 October 2013 04:00 PM on the issuer's primary market.

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to CenterPoint Energy Inc, TransCanada Corp, Sempra Energy, 
Spectra Energy Corp, Enbridge Inc., Integrys Energy Group, Inc.. (For an explanation of the determination of significant financial interest, please refer to the 

policy for managing conflicts of interest which can be found at www.citiVeloci1y.com.)

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(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.
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Securities recommended, offered, or sold by the Firm; (i) are not insured by the 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 of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The 
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

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 corresponding 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 Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the 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 Globa! Markets Inc.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed 
by. The Product is made available in Australia through Citi Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of 
the ASX Group and regulated by the Australian Securities & Investments 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 to Australian Private Banking wholesale clients through bankers and relationship managers. If there is any 
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup 
companies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in Braiil by 
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissao de Valores Mobiliarios, BACEN - Brazilian Central Bank, APIMEC - 
Associapao dos Analistas e Profissionais de Investimento do Mercado de Capitals and ANB1D - Associate Nacional dos Bancos de Investimento. Av. 
Paulistd, 1111 -11° andar - CEP. 01311920 - Sao Paulo - SP. If the Product is being made available in certain provinces of Canada by Citigroup Global 
Markets (Canada) tnc. ("CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 
2M3. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets 

Limited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul Cezanne, 8eme, Paris, France. The Product is distributed in 
Germany by Citigroup Global Markets Deutschland AG CCGMO"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 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 its content. Citigroup 
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong 
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank 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. Bakhfawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any 
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred 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 regulations, 
and may not be offered or sold within the territory of the 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 available in Israel through Citibank NA, 
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel. The Product is made 
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. Via dei Mercanti, 12, Milan, 20121, 
Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities 
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under 
license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website. If 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 by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association 
(KOFiA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea. KOFiA makes 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 Citigroup Global Markets Korea
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Securities Ltd. http://dis.kofia.or.kr/fs/dis2/fundMQr/DlSFundMQrAnalvstPoD.isp?companvCd2=A0303Q&paQeDiv=02. The Product is made available in 
Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Citibank Building, 
39 Da-dong, Jung-gu, Seoul 100-180, Korea. The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 
460819-D) ("CGMM") to its clients and CGMM takes responsibility tor 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 byAcciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero 
Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. 
Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available to'wholesale clients' only as defined by s5C(1) of the Financial Advisers Act 
2008 ('FAA) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as defined by 
the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 
2000. The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities 
Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200. The Product is made available in the Philippines 
through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange Commission. 
20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De 
Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by The Bangko Sentral 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 
Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa. The Product is made available in the Russian Federation through ZAO Citibank, which is licensed 
to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Centra! Bank of the Russian 
Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets. Neither 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 
1998 No. 135-FZ(as amended) On Appraisal Activities in the Russian Federation. 8-10 Gasheka Street, 125047 Moscow. The Product is made available in 
Singapore through Citigroup Globa! Markets Singapore Pte. Ltd. fCGMSPL"), a capital markets services license holder, and regulated by Monetary 
Authority of Singapore. Please contact CGMSPLat 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising 
from, or in connection with, the analysis of 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). The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., 
Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore. Please contact your Private Banker in Citibank N.A., 
Singapore Branch 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 of the substance or in preparation of 
this report. Please contact your CitigoidZ/Citigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from 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 office is at 145 West Street, Sandton. 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South 
Africa, South African Reserve Bank and the Financial Services Board. The investments and services contained herein are not available to private customers 
in South Africa. The Product is made available in Spain by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services 
Authority. 29 Jose Ortega Y Gasset, 4th Floor, Madrid, 28006, Spain. The Product is made available in the Republic of China through Citigroup Global 
Markets Taiwan Securities Company Ltd. ('CGMTS'). 14 and 15F. No. 1, Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) 
Company Limited fCSTL'), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the respective license scope of each entity and the applicable 
laws and regulations in the Republic of China. CGMTS and CSTL are both regulated by the Securities and Futures Bureau of the Financial Supervisory 
Commission of Taiwan, the Republic of China. No portion of the Product may be reproduced or quoted in the Republic of China by the press or any third 
parlies [without the written authorization of CGMTS and CSTL]. if the Product covers securities which are not allowed to be offered or traded in the Republic 
of China, neither the Product nor any information contained in the Product shall be considered as advertising the securities 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 products or any registered prospectus. The Product is made available in Thailand through Citicorp Securities 
(Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand. 18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, 
Bangkok 10500, Thailand. The Product is made available in Turkey through Citibank AS which is regulated by Capital Markets Board. Tekfen Tower. Eski 
Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. In the U.A.E, these materials (the ’Materiais-) are communicated by Citigroup Global 
Markets Limited, DIFC branch fCCML’). an entity registered in the Dubai International Financial Center (’DIFC) and licensed and regulated by the Dubai 
Financial Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clients. A 
distribution of the different Citi Research ratings distribution, in percentage terms for Investments in each sector covered is made available on 
request. Financial products 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 and regulated by Financial Services Authority. This 
material may relate to investments or sen/ices of a person outside of the UK or to other matters which are not regulated by the FSA and further details as to 
where this may be the case are available upon request in respect of this material. Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB. The 
Product is made available in United States by Citigroup Global Markets Inc, which is a member of FINRA and registered with the US Securities and 
Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to the contrary, within EU Member States, the Product is made 
available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.
Pursuant to Comissao de Valores Mobiliarios Rule 483. Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to Citi Research's Products can be found at
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https://www.citivelocity.com/cvr/eppublic/citLresearch_disciosures.
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 may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers. The Product is not to 
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments 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. If in doubt, investors should seek advice from a tax adviser The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction. Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs) and other product that is made available through other 
distribution channels only to certain categories of clients to satisfy legal or regulatory requirements, Citi Research concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual Citi Research analysts may also opt to circulate research posted on 
such platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the 
aforementioned distribution channels. Citi Research simultaneously distributes product that is limited to QIBs only through email distribution.
The level and types of services provided by Citi Research analysts to clients may vary depending on various factors such as the client's individual 
preferences as to the frequency and manner of receiving communications from analysts, the client's risk profile and investment focus and perspective (e.g. 
market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints.
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from 
company reports and feeds from Reuters and Datastream.

©2013 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service 
marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, duplication, 

redistribution or disclosure of this report (the "Product1'), including, but not limited to, redistribution of the Product by electronic mail, posting of the 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 
information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any 
other 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 affiliates 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 third 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 warranties 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.
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32.32 - 23.40 
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Q3 Slight Beat; Maintaining Neutral, TP to $33 
on MLR Possibility

<• Maintaining Rating at Neutral. Our TP increases by $1, to $33, after roiling 
our estimates forward one period. We are electing to maintain our Neutral 
rating as Nl deserves a premium in our view given the possibility of 
formulating an MLR in the future.

e Valuation to $33. Our $33 TP is based on a projected price to earnings 
multiple of~17x-20x 2015E EPS. Together with NTM dividend of $1.02, this 
translates to a total return of approximately (2)-15% with a mid-point of ~7%, 
which is below our median total return expectations for midstream MLPs. 
While we have a slightly negative bias, we acknowledge continuing robust 
demand for low risk, yield-oriented investments such as that offered by Nl 
which has a broader investor base than MLPs and utilities with MLP 
possibilities tend to trade at premiums to other utilities.

Risks. NTs low risk business model of regulated assets operating in a 
relatively benign regulatory environment, highly visible investmenti 
opportunities in each of Nl's segments together with a 3.2% dividend has 
appeal to defensive, yield-oriented investors. However, we would expect that 
flare-ups in the macro political, economic, or financial environment could 
result in a pull-back in the valuation of the shares given that N! is trading at 
over 5 turns above its forward P/E average and its peers are trading at 
approximately 6.5 turns above their forward P/E average.

Share price performance

Daly Oci 31.2012 • Del 31,2013.10/31/12 = US$2:, 47

31 
29 
27 
25 
23

Od-12 Jan-13 Apt',3 JuH3 Oel-13

Ptice --------- traJevtxl S&P 500 INDEX

On 10/31/13 the S&P 500 INDEX dosed at I756M

Financial and valuation metrics

Year 12/12A 12/13E 12/14E 12/15E
EPS (CS adj.) (USS) 1.43 1.58 1.67 1.76
Prev. EPS (USS) — 1.55 1.65 1.75
P/E (x) 22.1 19.9 18.8 17.9
P/E rel. (%) 132.3 126.6 132.5 138.4
Revenue (USS m) 5.070.0 5.578.6 5,843.6 6,227.5
EBITDA (USS m) 1.633.3 1.725.7 1.911.8 2,071.5
OCFPS (USS) 4,26 5.04 4.46 4.81
P/OCF (x) 5.8 6.2 7.1 6.6
EV/EBITDA (current) 10.9 10.4 9.3 8.6
Net debt (USS m) 8.067 8.513 9.154 9,390
ROIC {%) 5.13 5.25 542 5.55

Quarterly EPS Q1 Q2 Q3 Q4
2012A 0.73 023 -0.10 0.44
2013E 0.69 023 0.18 0.48
2014E 0.73 0.26 0.20 0.49

Number of shares (m) 312.58
BV/share (Next Qtr., USS) 18.6
Net debt (Next Qtr., USS m) 8.436.2
Net debt/tot cap (Next Qtr,, %)148.0

IC (current, USS m) 13.621.20
EV/IC (x) 1.3
Dividend (current. USS) 0.99
Dividend yield (%)0,79

Source: Company data. Credit Suisse estimates

DISCLOSURE APPENDIX CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS, INFORMATION ON 
TRADE ALERTS, ANALYST MODEL PORTFOLIOS AND THE STATUS OF NON-U.S 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 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 
distribution, gas transmission and storage, and electric operations. Rate regulated 
operations account for the majority of NTs operating earnings. NTs gas distribution 
operations serve 3.3 million customers across seven states. Nil's gas transmission and 
storage operations comprise 15,000 miles of pipe and 639 billion cubic feet of storage 
capacity. The electric operations consist of its Northern Indiana utility. Northern Indiana 
Public Service Company (NIPSCO), which serves approximately 458,000 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 holds substantial acreage.

Nl also has an inventory of project opportunities of ~$10 billion in its regulated Gas 
Distribution segment, $6-$8 billion in its regulated electric segment and $8-$10B in its Gas 
Transmission and Storage Segment. Importantly, we believe Nl has the liquidity ($1.4B as 
of 3Q), balance sheet, and opportunity set in place to maintain an annual cap ex program 
of $1.5-18B (closer to ~$2B this year).

Outlook: Holding Our Forecast

■ 3Q13 Results: Beat against our estimates, but mixed against Street: Nl reported 
3Q EPU of $0.18 and EBITDA of $328 million, exceeding our $0.15 and $320 million 
estimates respectively but mixed against the Street at $0.17 and $346 million 
respectively. The largest differential to our model was a positive benefit to Columbia 
Pipeline Group vs. the same period a year ago due to a modernization settlement 
charge that impacted the 3Q12 period by ~$50 million.

" Modeling 4% Dividend Growth: Our forecasted 4% growth rate is consistent with 
management growth guidance of 3-5% dividend/share and 60-70% payout.

■ Liquidity: Nl had a net available liquidity from its revolving credit facility and stand-by 
letters of credit of ~$1.48 at the end of 2Q13.

a Cap Ex Forecast of $25-$30b over the long term: Nl has a total inventory of 25- 
$30b (equivalent to $1.5-SI .8B/year) in .infrastructure focused investment 
opportunities over the next 15-20 years. With the earnings report, Nl raised their 2013 
capex forecast to $2B, with a significant driver being increased investment in tracked 
infrastructure replacement and modernization programs.

■ MLP option entered discussion again: From the tone of the 3Q call, management 
still views an MLP as a viable option to help finance growth of its midstream business.
At the same time, we believe that any MLP opportunity will come in 2H15 or beyond, 
when Nl is likelly to get more proactive with capital market transaction due to capital 
growth needs.
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Largely Maintaining Forecasts

We slightly raised our outlook for the Columbian Pipeline segment due to the 3Q beat vs. 
our numbers. We continue to expect that Nl will be able to grow earnings at -5-7% per 
year over the next several year with 3-5% dividend growth.

Credit Suissr.

Exhibit 1: Estimate Comparison
iEamings Variance

Old estimates New estimates
3Q13E 4Q13E 2013E 2014E 2015E 3Q13A 4Q13E 2013E 2014E 2015E

Segment EBITDA

Gas Distribution 71 187 642 688 745 51 186 621 684 741
NIPSCO Electric 147 127 521 535 567 151 127 525 533 565
Gas Transmission & Storage 107 175 556 687 757 125 175 575 696 767
Other (5) (1) C) 1 1 1 1 5 (1> d)

Total EBITDA (recurring) 320 488 1,718 1,911 2,070 328 489 1,725 1,912 2,072

Segment EBIT

Gas Distribution 20 135 440 466 504 (0) 134 418 462 500
NIPSCO Electric 82 61 263 265 286 91 61 268 263 284
Gas Transmission & Storage 78 145 445 556 606 99 145 464 564 615
Other (7) (4) (15) (11) (12) (5) (2) (6) 03) (13)

Total EBIT (recurring) 173 338 1,133 1,277 1,384 184 339 1,144 1,277 1,386

Interest Expense 103 107 410 468 518 104 108 412 461 514
Other Expenses 0 0 (17) 0 0 (5) 0 (22) 0 0
Taxes 25 81 257 287 312 28 81 259 290 314

Recurring Net Income 46 150 484 522 555 57 150 494 526 558

Diluted Wtd Avg shares outstanding 314 314 313 315 317 313 313 313 315
316 (

Recurring EPS • Diluted $0.15 $0.48 $1.55 $1.65 $1.75 $0.18 $0.48 $1.58 $1.67 $1.76

Dividend per share $0.25 $0.25 $0.99 $1.03 $1.07 $0.25 $0.25 $0.99 $1.03 $1.07

Financing & Credit Metrics

Total Debt/Total Cap 59.6% 59.8% 59.8% 60.6% 59.1% 59.7% 59.6% 59.6% 60.3% 58.8%
Net Debt/Total Cap 59.4% 59.7% 59.7% 60.4% 58.9% 59.7% 59.6% 59.6% 60.3% 58.7%
Net Debt / Equity 146.6% 148.2% 148.2% 152.8% 143.6% 148.0% 147.3% 147.3% 151.8% 142.2%
Book Value Per Share $18.10 $18.32 $18.39 $19.04 $20.70 $18.23 $18.45 $18.49 $19.18 $20.86
Net Debt/TTM EBITDA 4.9x 5.0x 5.0x 4.8x 4.6x 5.0x 4.9x 4.9x 4.8x 4.5x

Source: Company data, Credit Suisse estimates

NiSource Inc. (Nl) 3
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Exhibit 2: 3Q Results beat our expectations on higher CPG margin
Eaminqs Variance •

3Q13 3Q13CS Diff. 3Q12

Actual Estimate Diff. (%) Actual

Segment EBITDA

Gas Distribution 51 71 (21) -29% 64

NIPSCO Electric 151 147 5 3% 141

Gas Transmission & Storage 125 107 19 17% 47

Other 1 (5) 6 -124% (47)

Total EBITDA (recurring) 328 320 8 3% 205

Segment EBIT

Gas Distribution (0) 20 {21} -102% 16

NIPSCO Electric 91 82 9 11% 78

Gas Transmission & Storage 99 78 20 26% 39

Other (5) (7) 2 -32% (51)
Total EBIT {recurring) 184 173 11 6% 82

Interest Expense 104 103 1 1% 108

Other Expenses (5) 0 (5) NM (2)
Taxes 28 25 3 13% 6

Recurring Net Income 57 46 12 25% (30)

Diluted Wtd Avg shares outstanding 313 314 (1) 0% 300

Recurring EPS - Diluted $0.18 $0.15 $0.00 0% ($0.10)

Dividend per share $0.25 $0.25 $0.00 0% $0.24

Source: Company data. Credit Suisse estimates

NiSource Inc. (Nl) 4



Valuation

■ We are raising our target price by $1, to $33, based on a valuation range of $30-$33 
tied to a projected price to earnings multiple of ~17-19x 2015E EPS. The stock trades 
at price to earnings multiples of ~19x NTM and ~18x 2015E, respectively.

■ Applying ‘'normal" valuation multiples to NTs three segments results in a valuation 
range between $24 and $35, resulting in a value of $29 at the midpoint - below where 
Nl currently trades and a -”16x multiple on Nl's 2015E EPS of $1.76/share.
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Exhibit 3: Sum of the Parts Valuation (Normal) 
iNTMv Next Twelve Months Valuation ___' , .

■RTRT
EBfT

Eleclric Services 258.0

Natural Gas Utilities 450.9

Transmission and Storage 560.1

Total Enterprise / Equity Value 

Cash & Equivalents 

Short-term Debt 

Long-term Debt 

Less Net Debt 

Total Equity Value

Shares Outstanding 

Per Share

Current Share Price (Feb 19,2013}

Return

Dividend per share (Esl.)

Dividend Yield

Total Return

2015E EPS 

Implied P/E

Source: Credit Suisse estimates

D&A

NTM

EBITDA/Nl Metric

266.4 172.3 P/E

217.3 668.1 EV/EBITDA

126.7 686.8 EV/EBITDA

Multiple

Low Base High

17.5x 19.5* 21.5x

9.0x tO.Ox II.Ox

lO.Ox 11 Ox 12.0*

Implied P/E

Enterprise Value I Equity Value

Low Base High

3,016.1

6,013.2

6.867.7

3.360.8

6.681.4

7.554.4

3.705.5

7.349.5 

8,241.2

15,897.0

33.2

1,362.0

7,089.1

8,417.9

17,596.6

33.2

1,362.0

7,089.1

8,417.9

19,296.2

33.2

1,362.0

7,089.1

8,417.9

7,479.1 9,178.7 10,878.3

313 313 313

$23.88 $29.3T“1 $34.73

$31.52

(21%)

$31.52

(4%)

$31.52

13%

$0.99

3%

$0.99

3%

$0.99

3%

08%) 0%) 16%

$1.76

13.5*

$1.76
■"'lei*"

$1.76

19.7*

"" 523'M....

16.4x

However, when accounting for the possible MLP spinoff, our SOTP valuation yields a $35 
implied price at the midpoint, suggesting that the MLP concept could continue to support a
premium valuation over the coming months.

NiSource Inc. (Nl) 5
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Exhibit 4: SOTP Valuation Accounting for MLP Spinoff 
NTMMLP Valuation Multiple for Transmissjon and Storage ,lf

NTM NTM Multiple Enterprise Value I Equity Value

EBIT D&A EBITDA/Nl Metric Low Base High Low Base Hiqh

Electric Services 258.0 266.4 172.3 P/E 18.0x 19.0x 20.0x 3,102.3 3.274.6 3.447.0

Natural Gas Utilities 450.9 217.3 668.1 EV/EBITDA 9.0x lO.Ox 11.Ox 6,013.2 6,681.4 7,349.5

Transmission and Storage 560.1 126.7 686.8 EV/EBITDA 12.5x 13.5x 15.5x 1 8.584.6 9.271.4 10,644.9

Total Enterprise/ Equity Value 17,700.1 19,227.4 21,441.4

Cash & Equivalents 33.2 33.2 33.2

Short-term Debt 1,362.0 1,362.0 1,362.0

Long-term Debt 7,089.1 7.089.1 7,089.1

Less Net Debt 8.417.9 8.417.9 8,417.9

Total Equity Value 9,282.2 10,809.5 13,023.5

Shares Outstanding 313 313 313

Per Share $29.64 554.51 $41,58

Current Share Price (Feb 19.2012) $31.52 $31.52 $31.52

Return (3%) 13% 35%

Orvidend per share (Est.) $0.99 $0.99 $0.99

Dividend Yield 3% 3% 3%

Total Return 0% 16% 38%

2015E EPS $1.76 $1.76 $1.76

Implied P/E 16.8x “19.6X"* 23.6x

rr 994.00 i

Implied PIE 19.6x

Source: Credit Suisse estimates

NiSource Inc. (Nl) 6



Risks

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. It 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.

Of the -$2B in cap ex for 2013, $520mm is for age and condition and the remaining 
portion is for growth and tracker investments which effectively have support from Nl's from 
the state regulatory authorities in which it operates.

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 ~27% YTD with no meaningful change in earnings 
outlook. The shares yield 3.2% and the company is guiding to 3-5% dividend growth giving 
7% annual return potential all else being equal. The Federal Reserve has indicated 
intention to provide monetary policy support through 2015 in the form of continuing 
aggressive purchases of US government issues. 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.

Credit Suisse
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Exhibit 5: Financial Summary__________________________________________________________________________________
NiScutci tnc inyse: mi Credit Suisse • Master Limited Partnerships and Natural Gas
ApbteviatMl Fingncill StatemenU

Y^af enoaig December 31 
|S mflons eicepl per share OaU)

Apbreviated Inccene Statement 

Segment EBITDA
Gas Dslrtutan 
N1PSC0 Etaarc 
Gas Transmission & Storage 

Olhei
Tr)Ul ESm}A'(nicuntt^j

Segment EBIT 
Gas Distirbulion 

NIPSCO Electrc 
Gas Transmission & Storage 

Other
T<>ttl EHT {recurring) 

interest Expense

Other E*^nses
Eamings Before Taies

Uses
Recurring Netlncome 

Recurring EPS

; Muled ; r ‘I ____
YoYfi Change

Weighted Average Shares Outstanding
Base

Dlutcd

Divide ndfSfc»te_
P»rajl Pafro

2010 2011 2012A 1Q13A 2Q13A 3Q13A 4Q13E 2013E 1Q14E 2Q14E 3014E 4Q14E 2014E 2015E

582.1 608 6 6399 2818 101 9 50.6 1863 620 6 290 4 1069 82 5 202.3 684 2 740.5
4250 4145 487 3 128 1 1190 151 i 1269 525 l 123 1 121 0 153 4 1352 532 7 564 7
507.8 450 3 497 0 1590 1153 1254 1750 574 7 2035 163 I 1452 183 9 695 6 766 3

(5 7) (32 0) (38 3) 25 04 1.1 1.1 5 1 1 1 43 (7 3) 1 2 10.7) (06)
T5U.2 _ 1,585.9 5T1.4 $38.8 _ 328.2 .. 4W.3 . .1,725.5 V«.$. .3S7.i 3738 522.6 1,911.6 . 2.071.5;

342.8 4 35 4 449 1 733 3 518 (0 5) 1337 4183 236 6 54 0 265 145 1 462 3 500 l
217.9 1955 237 6 649 586 90.5 61 3 267 6 569 54 0 857 668 263 5 294 1
377 2 360 3 397.7 1333 see 987 1452 463 7 172 5 130 7 1116 149 l 563 9 615 1
(2U) (45 1) (13 0) (3 6) (5 7) (5.0) (1 8) (6 0) (1 6) 1 4 (102) (18) (125) (13.0)
818,8 ' 948.1 1.071.4- .427.9 ____ 1935 183.7. 338.5 1.143.6 4642 .___ 240.2 .213.6 350.1 1.277,1 1,386.3]

392 2 375.8 4183 986 102 0 103 7 107 8 412 1 1098 1133 1169 121 4 461 4 513 7
(3 0) 7.4 (2 4) (4.1) (133) 14 7) 00 (22.1) 00 OO 00 00 00 0.0

828 2 561.9 855.5 333 4 104 8 847 2308 753 7 35(4 126 9 96.7 237.7 815.7 872.5

1850 159 4 228 3 1181 32 7 27 6 934 2502 1258 451 313 64 ( 7696 314 1
339 2 382.5 427 2 2153 72.1 57.1 150.0 494 5 228 6 81.9 62 3 1533 526.1 5584

' $122“ ' :ti2a~ Ji'46 ' $0.69 " '$oi3 ":"so.«r__ •$0.48 $1.58 ~$0.73 ' $0.26' $0.20 '$143 " " $1.67 " ~'$t.76j
. .31.21. - *1,28.

U!% S9M 13 2%

$0.89
" 1.26

21 42

$0.18 tolt _ . $1,5*.

8 2%
$0.73. . .5026 ;

<65
-JO-W S0.49_ $1.67

57%

.$1.78] 

5 5%

277.8 2804 291 9 311.1 3122 3128 3133 3173 3138 3143 314 / 3152 3145 316 4
280 1 288 5 299 7 311 1 3132 312 8 3133 3126 3138 3143 314 7 3152 3145 316.4

____ ,{052 .
754%

.$0,92

71.1%

-$Msr

63.9%
_ $0.24____ $025 T»is 7 « 25 $0 99— ' 

619%

'7 $0.25 . . "{ms; $0.26 $026“ ’ $i’o»
' 61 5%

~ $107j

60.6%

APbrevieted Balance Sheet

Cash end Equrvatenls 92 11.5 363 101 4 445 149 149 149 14 9 14,9 149 149 U9 14 9
Reslrded Cash 202 9 160.6 46 8 23 1 293 183 18 3 183 183 18 3 18.3 18 3 183 183
Accounls Receivables 1.079 3 6548 907.3 1.070 3 7165 591 0 8862 886 2 1.034 8 751.1 6759 8135 8135 771 8
Inventories 298 2 427.6 326.6 703 2660 454 8 298.1 2981 45 4 >945 4190 1834 183 4 1633
Othei Current Assets 859 3 793 9 1,035 4 766 7 6513 6665 6476 647 6 6616 665 1 565 9 647.6 6476 64 7 6

Current Assets 2.448.9 2.248 4 2,352 4 2,031 8 1.707.5 1,745 5 1,865 1 1.665 1 1.775.0 1.653 9 1.794 0 1.877.7 1,677.7 1.616.0

Net PPSE 11.002.3 11.6676 12.655.9 12.834 7 13,176.3 13,511.1 14.0103 14.010 3 14,2989 14.584 3 14,866 5 15,1456 15.145.6 16.230 3
Other Assets 6.487 6 6.7925 6 836 4 C7699 6.737.7 6.727.5 6.727.5 6.727.5 6.727 5 6.727 5 6,727.5 6.727 5 6.727 5 6.727.5

Tcital Assets 19.938.8 20,708.5 21844.7 21.636.4 21.6216 22.084.1 22.602.9 22.602 9 22.801.4 22.965.7 23,388.1 23.550.8 23.550.8 24.573.8

Accounts Pelade 581 8 4348 538.9 527 4 3930 359 6 578 3 578 3 5099 417.5 422 7 614 1 614 1 737 5
Current Portion o? tT Oet! 34 2 327 3 507 2 89 3 70 7 541.2 541 ? 541 2 541 2 541.2 541 ? 541 2 541 2 541 2
Other Sftofl Term Bc^i^ivings 1.382.0 1,359 4 776 9 1.131 2 377 7 820 8 397.9 397 9 669 6 951.8 1 290 6 1 041 7 1,041.7 977 6
Other Cunem LatrliUes 1.650 9 1.524 9 1 478 6 1.226 5 1.226 8 1.274 0 1.478 5 1.428 5 1.261.0 1.222 9 1.300 1 1 448 1 1.448 1 1.541.9

Uabilbes 3.449 4 3,646 4 3.301 6 2,974 4 2.068 0 3.005.6 2,945.9 2.945 9 2.981 7 3.1334 3.562 7 3.645 1 3.845 1 3.798-2

tong Tern Cfcot 5.9361 6.267.1 6.819 1 6.803 9 7.616? 7.0891 7.589 1 7.5891 7.5891 7.589.1 7,589.1 7.585 6 7 585 G 7.885 6
Other LiaCnirres 5.430 1 5 797 7 6.169 7 6.1674 6.234 2 6.288 5 €.288.5 6.288 5 6,288 5 6.288 5 6.288 5 6 288 5 6 288 5 6 288 5

Total Liabilities 15.015.6 15.711.2 16,290.4 15,945 7 15,9189 16.383.2 16,823 5 16,823 5 16.859.3 17,011.0 17,440.3 17.5192 17.519.2 17.972 3

StorshokJejs Equity 4,923 2 4.S97 3 5 554 3 5.690 7 5.702 / 5.700.9 5.779.5 5.779 5 5.942.1 5.954 0 5.947 6 6 031 7 6 031.7 6601 5
Tntat Liabilities and Eauifv 19.938.6 20.708.5 21.844 7 21.636.4 21,6216 22.084 1 22.602 9 22.602 9 22.801 4 22,965.7 23.388.1 23,550 8 23.550.8 24.573.8

Total Capital Eapenditures 911.6 1.131.0 1.396 0 500 0 500 0 500.0 500.0 2,000 0 442.5 442.5 442 5 442.5 1.770 0 1.770 0

Financial Metrics

lolal L>eW / Total Cap 59 911. 61 4% 59 3% 58 5% 58 6% 59 ?% 59 6% 59.6% 59/% 60 4% 61 3% 60 3% 00 3% 58 8%
Net Deal r Total Cap 59 9% 61 4% 09 2% 58?% 58 4% 59 7% 59 6% 59 6% 59 7% 60 4% 61 3% 60 3% 60.3% 58 7%
Net DeU / Equrty 149.2% 158 9% 145 2% 139 2% 1406% 148 0% 147 3% 14/3% 147.8% 152 3% 158 3% 1518% 151 8% 1422%
Bool Value Per Sha'e $1758 $17.73 $18 53 $1829 $18 21 $1823 $18 45 $10 49 $18 94 $18 95 $18.90 $1913 $19 18 $20 36
l»et DeM 1 T7M EdltDA 4 9» 54. 4 9. 5 0. 51. 5 0. 4 9- 4 9> 50. 49. 5 0. 4 8. 4 8. 45i

Source: Credit Suisse estimates
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Disclosure Appendix

Important Global Disclosures

John Edwards, CFA and Bhavesh Lodaya, 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)

Nl.N Closing Price Targe! Price

Date (US$1 (US$) Rating 35

15-Dec-IO 17.09 18.00 N*

06-Feb-11 18.40 19.00 30

06-May-11 1944 20.00

16-Jufi-11 19.30 • 25

02-Aug-11 2040 21.00 N

28-OcMI 22.52 24.00 20

02-May-12 25.04 26.00 *

01-Aug-12 25.38 27.00 15

20-Feb-13 27.04 29.00

01-May-13 30.61 31.00
NEUTRAL

01-Aug-13 31.11 32.00

— TatgstPic* —Closing Rice Nl.N

w-Y—* ^i

'.y '■ft

Jan- I 1 I- in- 12 1- in- 13

' Asterisk signifies initiation or assumption of covet age

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 return is expected to be in line with the relevant benchmark* over the next 12 months.

Underperform (U): The stock's total return is expected to underperform the relevant benchmark* over the next 12 months.

'Relevant benchmark by region: As of 10th December 2012. Japanese ratings are based on a stock's total return /e/e rive to the analyst's coverage universe which 

consists ot alt companies covered by the analyst within the relevant sector, with Outpertorms representing the most attractive. Neutrals the less attractive, and 

Underperforms the least attractive investment opportunities. As o!2nd October 2012. U S. and Canadian as well as European ratings are based on a stock 's total 

return relative to the analyst's coverage universe which consists of ail companies covered by the analyst within the relevant sector, with Outperforms representing the 

most attraclive. Neutrals the less attractive, and Underperforms the least attractive investment opporturo/ies. For Latin American and non-Japan Asia stocks, ratings 

are based on a stock's total return relative to the average total return ol the lelevant country or regional benchmark: Aushalia, New Zealand are. and prior lo 2nd 

October 2012 U.S. and Canadian ratings were based on (1j a stock's absolute total return potential to its current share price and (2) the relative attractiveness of a 

stock's total return potential within an analyst's coverage universe. For Australian and New Zealand stocks. 12-month rolling yield is incorporated in the absolute total 

return calculation and a 15% and a 7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 

7.5% thresholds replace the *10-15% and -10-15% levels in the Neutral stock rating definition, respectively. Prior to Wlh December 2012. Japanese ratings wore 

based on a stock's total return relative to the average total return of the relevant country or regional benchmark.

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 course of Credit Suisse's engagement in an investment banking transaction and in certain other 

circumstances.

Volatility Indicator [V]: 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 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 sector* relative to the group's historic fundamentals and/or valuation:

Overweight: The analyst's expectation for the sector’s fundamentals 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.

Underweight: The analyst's expectation for the sector's fundamentals and/or valuation is cautious over the next 12 months.

'An analyst s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.

NiSource Inc. (Nl) 9
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Global Ratings Distribution

Rating Versus universe (%) Of which banking clients {%)

OutperfomVBuy' 42% (54% banking clients)

Neutral/Hold* 41% (49%banking clients)

Underperform/Sell' 15% (40% banking clients}

Restricted 3%

'For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Out perform, Neutral, and Underperform most closely 

correspond to Buy, Hold, and Sett, respectively: however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to 

definitions above ) An investor’s decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.

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.csfb.com/research and 
an3lytics/disclaimer/managing_conflicts_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. (NI.N)

Method: We derive our 12-month price target of S33 for NiSource via a forward P/E valuation. Our price is based on a P/E multiple of 17-19x 
2015E EPS estimate of $1.76, which is at the upper end of Nl's historic trading range but below its historic average relative to peers.

Risk: Main risks to our 12-month price target of $33 for NiSource would be mean reversion on multiples. Both N! and peers are trading well
above historical multiples both compared to themselves and the S&P 500. Consequently, should issues surface on the macro political, 

financial, economic, or other fronts, there is risk of pull back from current multiples, valuation.

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.

See the Companies Mentioned section for full company names

The subject company (NI.N) currently 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 (NI.N) within the past 12 months.

Credit Suisse has managed or co-managed a public offering of securities for the subject company (NI.N) within the past 12 months.

Credit Suisse has received investment banking related compensation from the subject company (NI.N) within the past 12 months

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (NI.N) within the next 3 

months.

As of the date of this report, Credit Suisse makes a market in the following subject companies (NI.N).

Important Regional Disclosures

Singapore recipients 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 (NI.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 (NI.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) 10
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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.com/disclosures or call +1 (877) 291-2683.
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References in ttiis repon lo Credit Suisse include all of the subsidiaries and affiliates of Credit Suisse operating under its investment banking division. For nvore information on our stnjclure, please use Ihe 

(bllo«inQlink,.httQS-'Vw«<rcreilt-suissscom'wtK) v/e are/en.This report may contain material that is not directed to, or intended for distribution to a use by, any person or entity who is a citizen or resident of 

or located in any locality, slate, country a other jurisdiction where such distribution, pubiicafon, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG or its affiliates 

fCS") to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless speafcally indicated otherwise, is under copyright to CS. None ot the material, nor its 

content, nor any copy ot it, may be altered in any way, transmitted to, coped or distributed to any other party, without the prior express wntten permission of CS All trademarks, serves marks and logos used 

in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. The information, tools and material presented in this report are provided to you for informaton 

purposes only and are not lo be used or considered as an offer or the solicitation of an olier to sell or lo buy or subsen be for securiles or other financial instruments. CS may not have taken any steps to 

ensure that the securities referred lo m this report are suitable for any particular investor. CS will not treat recipients ot this report as its customers by virtue of their receiving this report The investments and 

services contained or referred to in this report may not be salable for you and it is recommended that you consul an independent investment advisor if you are in ooubl about such investments or investment 

services. Nothing in this report constitutes investment, legal, accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate to your individual circumstances, or 

otherwise constitutes a personal recommendation to you CS does not advise on the tax consequences of investments and you we advised lo contact an independent lax adviser. Please note in particular 

that the bases and levels ot taxation may change, infonnabon and opinions presented in this report have been obtained cr derived from sources believed by CS to be reliable, but CS makes no representation 

as to their accuracy or completeness. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that such 

liability arises under specific statutes or regulations applicable to CS. This report is not lo be reted upon n substitution for the exercise of independent judgment CS may have issued, and may in the future 

issue, other communications tha are inconsistent with, and reach different condusons from, the informaton presented in this report Those communications reflect the different assumptons, view and 

analytical methods of the analysis who prepared them and CS is under no obligation lo ensure tha such other communications are brought lo the attention of any recipient of this report. CS may, lo the extent 

permitted by law, participate or invest in financing transactions with Ihe issuerfs) of the securities referred to in this report, perform services tor or solicit business from such issuers, and/or have a position or 

holding, or other material interest, or effect transactions, in such securities or cptfons thereon, or other investments related thereto. In addition, it may make markets in the securities mentioned in the material 

presented in this report CS may have, within the last three years, served as manager or co-manager of a pubfc offering of secunlies for, or currently may make a primary market in issues of, any or il of the 

entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services m relation lo the investment concerned or a related investment. 

Additional informaflon is. subject to duties of confidentiality, available on request Some investments referred loin this report will be offered solely by a single entity and m the case of some investments solely 

by CS, or an associate of CS or CS may be the only market maker in such investments. Past performance should not be taken as an indication or guarantee of future performance, and no representation or 

warranty, express or impfied, s made regarding future performance. Information, opinions and estimates contained in iris report reflect a judgment at its ongind date ot publication by CS and are subject to 

change without notice. The price, value of and income from any of foe securities or finandd instruments menticned m this report can fall as well as nse T he value of securities and financial instruments is 

subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income ot such securities or financial instruments Investors in securities such as ADR's, the values ot which are 

influenced by currency volatility, effectively assume this risk. Structured securiles are complex instruments, typically involve a high degree of risk and are intended for sate only lo sophisticated investors who 

are capable of understanding and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited lo, 

spot and forward interest and exchange rates), time to maturity, market conditions and vxkatfaty, and the credit quality ot any issuer or reference issuer. Any investor interested'm purchasing a structured 

product should conduct foeir own investigation and analysis ot the product and consult with their own professional advisers as to the nsks involved in making such a purchase. Some hvestments discussed in 

this report may have a high level of vdaliity. High volatility investments may experience sudden and large falls in their value causing losses when foal investment is realised. Those losses may equal your 

original investment. Indeed, in foe case of some investments the potential losses may exceed the amount of initial investment and, in such circumstances, you may be required to pay more money to support 

those losses Income yields from investments may fluctuate and, in consequence, initial capital pad to make Ihe investment may be used as part of that income yield. Some investments may not be readily 

reafeafcteardt may te difficult to sell ot realise those investments, similsfy it may prove difficult for you to ottanreiabte informaton about the value, or nsks, to which such an itwesfimert is exposed. This 

report may provide the addresses of, cr contan hyperlinks to, websites Except to the extent to which the report refers to website malenai of CS, CS has not reviewed any such site and takes no responsibility 

for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS's own website material) is provided solely for your convenience and information and the content of any 

such website does not in any way form part of this document Accessing such websrte a follcwng such link Ihrough this report or CS s website shall be at your own risk This report is issued and distritwted In 

Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cato! Square, London £14 4QJ, England, which is authorised Py the Prudential Regulation Aultorily CPRA") and regulated by 

the Financial CorAuct Authority (TCA-) and the PRA. This report s being distributed in Germany by Credit Suisse Seortes (Europe) limited Nedertassung Frankfurt am Man regulated by the 

Bundesanslatt fuer Finaizdenslfeistungsaufsctit (’BaFin"). This report s being distributed in the United States and Canada by Credit Suisse Securities (USA) LLC; in Switzerland by Credit Suisse AG; in 

Brazil by Banco de Investimentos Credit Suisse (Brasil) SA or its affiliates; in Mexico by Banco Credit Suisse (Mexico), S A (transactions related to the secunties mentioned in fos report will only be effected 

in compliance with appfcabte regulation); in Japan by Credit Suisse Secunties (Japan) Limited, Financial Instruments Firm, Director-General of Karto Local Finance Bureau (K/nsho) No. 66, a member of 

Japan Secunties Dealers Association, The Financial Futures Association of Japan, Japan Investment Advisers Association, Type It Financial Instruments Firms Association; elsewhere in Asia/ Pacific by 

whichever of the following is Ihe appropriately authorised entity in the relevant jurisdiction; Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited, Credit Suisse Secunties (Thailand) 

Limited, having registered address at 990 Abduirahim Race, 27 Floor, Unit 2701, Rama IV Road, Silom, Bangrak, Bangkok 10500, Thailand, Tel.-*662614 6000, Credit Suisse Secunlies (Malaysia) Sdn Bhd, 

Credit Suisse AG, Singapore Branch. Credit Suisse Securities (India) Private Limited regulated by the Secunties and Exchange Board of India (registration Nos. INB230970637; INF230970637; 

INB010970631; INF010970631), having registered address at 9th Floor, Ceejay House, Dr.A.B Road, Worti, Mumbai - 18. India, 7- +91-22 6777 3777, Credit Suisse Secunties (Europe) Limited, Seoul 

Branch, Credit Suisse AG, Taipei Secunties Branch, PT Credit Suisse Securities Indonesia, Credit Suisse Securities (Philippines) Inc., and elsewhere in tie world by the relevant authorised affiliate of the 

above Research on Taiwarese securities produced by Credit Suisse AG, Taipei Securities Branch fas been prepared by a registered Senior Business Person Research provided to residents ot Malaysia is 

authorised by the Headof Research for Credit Suisse Secunties (Malaysia) Sdn Bhd, to whom they should direct any queries on +603 2723 2020. This report has been prepared and issued for distnbution in 

Singapore to institutional investors, accredited investors and expert investors (each as defined under the Financial Advisers Regulations) only, and is also dslnbuted by Credit Suisse AG, Singapore branch lo 

overseas investors (as defined under foe Financial Advisers Regulations). By virtue of your status as an institutional investor, accredited investor, expert investor or overseas investor, Credit Suisse AG, 

Singapore branch is exempted from complying with certan compliance requirements under the Financial Advisers Act, Chapter 110 of Singapore (the TAA"), foe Financial Advisers Regulations and foe 

relevant Notices and Guidelines issued thereunder, in respect of any financial advisory service which Credit Suisse AG, Singapore branch may provide to you. This research may not conform lo Canadian 

disclosure requirements. In jurisdictions where CS is not already registered or licensed lo trade in securities, transadons will only be effected in accordance with appfcaUe secunties legislation, which will vary 

from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U S. customers wishing to effect a transaction 

should contact a CS entity in foeir local jurisdiction unless governing law permits otherwise U S. customers wishing to effect a transaction should do so only by contacting a representative at Credit Suisse 

Secunties (USA) LL.C in the U.S Please note that this research was originally prepared and issued by CS for distnbution to their market professional and institutional investor customers Recipients who are 

not market professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this reporter for any necessary 

explanation ol its contents This research may retale lo investments or services ot a person outside ot the UK or to other matters which are not aifoorised by the PRA and regulated by foe FCA and foe PRA 

or in respect of which the protections of foe PRA and FCA for private customers and for foe UK compensation scheme may not be avalabte, and further detaJs as to where this may be the case are avaflabte 

upon request in respect of this report. CS may provide various services to US municipal entities or obligated persons f municipalities"), including suggesting individual transactions or trades and entering into 

such transactions. Any services CS provides lo munidpalilies are not viewed as 'advice' within the moaning of Sedon 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. CS is 

providing any such services and related information solely on an ann's length basis and not as an advisor or fiduciary to foe munidpaSty. In connection with the provision of the any such services, there is no 

agreemert, direct or indirect, between any murndpaMy (including ihe officials, management, emperyees or agents foereol) and CS for CS » provide advice lo the rouniopatoy. Munopafiitos shoufo consuS 

with their financial, accounting and legal advisors regarding any such services provided by CS. In addition. CS is not acting tor direct or indirect compensation to soticrl the munidpafity on behalf of an 

unaffitiated broker, dealer, municipal secunties dealer, muniopaf advisor, or investment adviser for the purpose ot obtaining or retaining an engagement by the municipality for or in connection with Municipal 

Financial Products, the issuance of municipal securities, or ol an investment adviser to provide investment advisory services to or on behalf of the municipality. If this report is being distributed by a financial 

institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible for distnbution Clients of that institution should contact that institution to effect a iransadon in foe securities 

nkMoned in fote repto ct require further intormatorv This report ctees not constitute mvastmeri advice by Creifi Siisse lo foe cfenls ot the disfofcutovg toancai insWutor,, and neTher Credi Sutsste AG. its 

affiliates, and their respective officers, directors and employees accept any iabiity whatsoever for any direct Of consequential loss arising from their use of this recoil or its content Princrpa! is not guaranteed 

Commission is foe commission rate O' the amount agreed with a customer when setting up an axount or at any time after that.

Copyright©2013CREDlT SUISSE AG and/or its affiliates Ail rights reserved.

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 eroded due to changes in redemption amounts. Care is required when investing in such instruments.

When ycu purchase non-frsled Japanese fixed income securities (Japanese government tonds. Japanese municipal bonds. Japanese government guaranteed bonds, Japanese corporate bonds) from CS 

as a setter, you will be requested to pay foe purchase price only.

NiSource Inc. (Nl)
Ni 3013 Resulis aoc



GAS-ROR-OIO
Attachment C

Page 102 of 127

HILLIARD LYONS

COMPANY UPDATE

Key Metrics
NI - NYSE (Price as of 10/30/13) $31.70

Price Target NA

52-Week Range $32.52-$23.14

Shares Outetandrg(mm) 312.8

Market Cap. (Smm) $9,915

3-Mo. Averaae Dailv Volume 1,953,000

Institutional Ownership 81.0%

Debt/Total Capital (9/30) 59.7%

ROE (ttm) 7.9%

Book Value/Share $18.03

Price/Book Value 1,76x

Indicated Dividend / Yield $1.00 3.2%

Dividend Cycle Feb., May, Aug., Nov.

EPS FY 12/31
Prior Prior Curr.

2012 2013E 2013E 2014E 2014E
IQ - -

2Q - -

3Q - -

4Q - -

Year $1.46 $1.55 $1.67

P/E 21.7x 20.4x 19.0x

Payout 66% 65% 60%

Note: Figures excludenon-recurnng items

Revenue ($mm)
Prior Prior Curr.

2012 2013E 2013E 2014E 2014E
IQ - -

2Q - -

3Q - -

4Q - -

Year $5,070 $5,300 - $5,750

Company Description: Based in Merrillville, hid.. 
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 energy to 3.7 
million customers healed within the high-demand energy 
corridor stretching from the Gulf Coast through the 
Midwest to New England. Generation sources: Coal 77%. 
Natural Gas 22%, Hydro l%>.

NiSource Inc.
N! - NYSE - Neutral

m

vid^PKS
Electric U1

Davie
J.J.B. Hilliard. W.L. Lyons. LLC

502.588.8648 / DBurks@hilliard.com 
October 31. 2013

2

Company reports higher third quarter earnings 
and reaffirms 2013 earnings guidance

Investment Highlights

• NiSource reported third quarter net operating 

earnings of $0.18 per share versus $0.04 per share 

earned in the third quarter of 2012 and slightly 

above expectations. These results include the impact 
of a 24 million share $340 million equity issuance done 

last September. The company's Columbia pipeline 
group operations and electric operations segments saw 

their earnings contributions rise in the third quarter. 

NTs gas distribution operations division saw its 
eamings contribution deline in the period. In sum, it 

was yet another favorable quarter for NI, in our view.

Management reaffirmed 2013 earnings guidance of 
$1.50 to $1.60 per share. The outlook is expected to 
be driven by the ongoing execution of its infrastructure- 

investment programs and a modest and gu^^l 
economic recovery. We are maintaining our 20ll^^B 

estimate of $1.55. In addition, we are maintaining our 

2014 EPS estimate of $ 1.67 per share.

• The company continues to expect 2013 capita! 
expenditures of $2.0 billion. Virtually all of these 
additional capital investments are allocated to track 
infrastructure replacement and modernization 

programs. This is part of the company's large ongoing 
capital investment program, and approximately 75% of 

these investments remain focused in accretive growth. 

We also expect significant ongoing capital expenditures 
going forward which should drive future eamings 

growth.

• We believe NiSource is fairly valued. However, we 
think NI has a positive fundamental outlook. 

Management is continuing to target annual eamings 
growth of 5% to 7% and growing the dividend by 3% 

to 5% annually. We would maintain positions in NI 

and regard it as a well positioned core holding.

Note Important Disclosures on Pages 2 and 3. 
Note Analyst Certification on Page 2.

J.J.B. Hilliard. W.L. Lyons, LLC | Member NYSE. FINRA & SIPC Equity Research
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Additional information is available upon request.

Analyst Certification

I, David B. Burks, hereby certify that the views expressed in this research report accurately reflect my 
personal views about the subject company(ics) 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 return potential in the coining 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.

Suitability Ratings
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 proiitability, erratic revenue, volatility, low trading volume 
or a narrow customer or product base

Hilliard Lyons ratings fa Nl (NISOURCE INC) 
Closing Price Oct 30,2013: $31.7

07/31/12
N:$25.63
T:N/A
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N=Neutral, T=Price Target 

^Reiterated Neutral
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Hilliard Lyons Investment Banking

Recommended Issues Provided in Past 12 Mo.

#of %of

Ratina Stocks Covered Stocks Covered Bank! no No Bank in a
Buy 53 37% 21% 79%

Hold/Neutral 81 57% 12% 88%
Sell g

/As of 7 October 2013

6% 0% 100%

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.

'Hie 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 3 Electric Utilities
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ENERGY: Multi- Utilities
Quick Alert -
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KeyBanc
Capita! Markets
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NiSource, Inc. (BUY)

Nl- Quick Alert: 3Q13 Results

KeyBanc Capital Markeis Inc. Paul T. Ridzon: (216) 669-0270 — Dridzon@key.com

Member NYSE/FINRA/SIPC

KEY INVESTMENT POINTS
OctoDer 30, 2013 Close: $31.70

3Q13 KBCM EPS Estimate: $0.18 (Consensus: $0.17)

2013 KBCM EPS Estimate: $1.55 (Consensus: $1.55)

2014 KBCM EPS Estimate: $1.65 (Consensus: $1.67)

3Q13 Actual Results (vs. 3Q12):

• Ongoing EPS $0.18. vs. $0.05; GAAP EPS $0.16 vs. $0.06.

• Nl excludes the impact weather variations from normal in its ongoing earnings. Results reported include roughly a half cent of 

weather benefit.

• Results were in line with our estimate of $0.18 and consensus of $0.17 per share.

Guidance • Nl maintained 2013 guidance of $1.50 to $1.60 per share.

3Q Highlights:
• Growth projects remain on track in all segments.

• NlPSCo filed with the Indiana commission a $700 million natural gas infrastructure modernization program, complementing the $1 

billion+ electric filing earlier this year. Recent Indiana legislation allows for timely recovery of these investments.

• Columbia Pipeline Group improved (operating earnings of $ 98.7 million vs. $38.8 million) as Nl booked the full $50 million 

2012- 2013 refund in 3Q12 as agreed under its infrastructure modernization settlement. Revenue enhancements were partly offset 
by higher expenses, driven by higher depreciation. Lower outside service costs and the sale of base gas offset some of the higher 

costs.
• Electric operations earnings were $90.5 million vs. $77.8 million as revenues rose on recovery of environmental spending and 

improved industrial results. The roll- off of a gain related to a customer true- up and lower residential margins partially offset higher 

revenues. Expenses fell modestly due to lower storm activity, partly offset by higher employee costs. Cooling degree days fell 21 % 

to 7% below normal.

• Gas Distribution operating earnings were a loss of S0.5 million vs. earnings of $9.7 million as new rates in Ohio and Pennsylvania 

were offset by higher costs.

• Corporate losses rose approximately $3 million primarily due to higher outside services.

Initial Take: We expect a neutral to positive response to results modestly ahead of consensus and the Indiana natural gas filing

9:00 AM ET Conference Call #: (866) 318- 8617; ID#: 31410581
We will be focused on:
• Color on pace of development activity in the Utica/Marcellus.
• Drilling updates on adjacent acreage.

• Management thoughts around MLP structures.

for important disclosures and certifications, please refer TO PAGES 2 • 3 of this note.
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KeyBanc Capital Markets Inc. 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..

We have managed or co- managed a public offering of securities for NiSource, Inc. within the past 12 months.

Rea 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.

Three- Year Rating and Price Target History

2011 2012 2013 2014

Created by BlueMattia

Rating Disclosures

Distribution of Ratings/IB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

IB Serv/Past 12 Mos. IB Serv/Past 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY (BUY) 225 43.35 53 23.56 BUY [BUY] 33 47.14 21 63.64

HOLD [HOLD] 282 54.34 67 23.76 HOLD [HOLD) 37 52.86 17 45.95

SELL [UND] 12 2.31 4 33.33 SELL[UNO] 0 0.00 0 0.00
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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 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.
Solid Execution in 3Q13

Nl reported solid 3Q13 results that underscored it is 
on track to deliver 5 - 7% EPS and 3 - 5% div growth 
through 2015. We maintain our Equal-weight rating 
and we are raising our price target to $32 from $30 
(Bull Case including MLR formation is $38).

3Q13 results: Nl reported operating earnings of 
$0.18 in-line with MS / Consensus estimates of 
$0.18/$0.17. Nl continues to capitalize on its 
well-positioned midstream asset base (northeast) and 
much improved utility profile. We believe Nl is an 
attractive lower risk stock with modest upside (MSe 
7.1% EPS growth in 2014e and 6.2% in 2015e; with 
4.2% dividend growth each year). While Nl shares could 
continue to see support given its low-risk profile and 
attractive utility and midstream growth attributes, the 
stock trades near our Sum of the Parts value of $32 and 
at 19.1 x P/E for 2014e, thus we think near-term upside is 
somewhat limited. Upcoming drivers will be execution of 
midstream and infrastructure growth opportunities along 
with its upstream Utica JV initiatives. Nl continues to 
'carefully consider" forming an MLP, weighing tax, credit 
metrics and projected Nl equity needs in 2H15 as 
considerations. We ultimately believe that Nl will get this 
MLP formation over the goal line at some point (a 
change in our thinking from before).

Segment results. Electric EBIT increased to $90.5mm 
vs. $77.8mm y/y due to the increase in environmental 
investment cost recovery and higher industrial and 
commercial margins. Gas Distribution EBIT decreased 
to a loss of $0.5mm from a gain of $9.7mm last year. 
While net revenues increased $12mm, opex increased 
by $22mm due to higher environmental costs, 
depreciation and g&a. Columbia Pipeline Group EBIT 
increased to $98.7mm from $38.8mm y/y due to impact 
from the 2012 customer settlement.

What’s next: over $20b in long-term opportunities 
driven by system modernization and Marcellus 
midstream. Pipeline modernization ($300m / year), 
Marcellus/Utica infrastructure ($3 - 5b currently), and a 
self-funded Utica minerals arrangement are just some 
examples of the fuel that should drive steady growth.

Morgan Stanley & Co. llc Stephen jrMaresca, CFA
Stephen.Maresca@morganstanley.com 
*1 212 761 6343

Robert S Kad
Robert. Kadgjrnorgahstanleycom 
♦ 1 212'761,6365 , “ .

Brian Lasky
Bnan.Lasky@morganstanley.com

Shaan Sheikh, CFA
Shaan.Sh6ikh@morganslanl9y.com

1 Matthew Giacobbe
. Matthew.GiacobbeiSimoraanslahlev.com

Key Ratios and Statistics

Reuters: NI.N Bloomberg: Nl US 
Diversified Natural Gas I United States of America

$32.00
$31.70 

$9,958 

$32.51-23.1552-Week Ranqe

Fiscal Year ending 12/12 12/13e 12/14e 12/15e

ModeiWare EPS ($) 1.44 1.55 1.66 1.76
Prior ModeiWare EPS ($) - 1.55 1.64 1.74
P/E 17,3 20.5 19.1 18.0
Consensus EPS ($)§ 1.45 1.56 1.68 1.80
Div yld {%) 3.8 3.1 3.3 3.4

Div per shr ($) 0.95 0.99 1.03 Mk

EBITDA ($mm) 1.645 1,670 1,804
m

EV/EBITDA 10.3 12,0 11,6

Shrs out, diluted, avg (mm) 300 314 314 314

Unless otherwise noted, all melrics are based on Morgan Stanley ModeiWare 
Iramework (please see enplanation later in this note).
§ = Consensus data is provided by Thomson Reuters Estimates, 
e = Morgan Stanley Research estimates

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. Investors 
should consider Morgan Stanley Research as only 
single factor in making their investment decision.
For analyst certification and other importa' 
disclosures, refer to the Disclosure Section, 
located at the end of this report.
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NiSource (Nl, Equal-weight)

Risk-Reward View: Strong Marcellus + Utica Midstream Potential

S38 00 (•20%)

$32.00 |«1%) ♦

$24 001-24%)

Apf-14

CunenT Stock Price

Source IhomsonOne; Morgan Stanley Research

Price Target $32 Derived from our Sum of the Parts asset valuation.

Bull Case 
$38

12x GT&S 

'14e

EBITDA, 9x

Electric

EBITDA

Increasing Marcellus/Utica market share and utilities 
outperform; more projects, MLR 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 10x GT&S 

$32 '14e

EBITDA, 

9.0x Electric 

EBITDA

Executing on Marcellus opportunities with a steady recovery 
and execution in utility segments. Nl places Marcellus growth 

projects on budget and on time. Industrial electric generation 

deliveries continue to stabilize/slightly recover.

Bear Case 9x GT&S 

$24 '14e
EBITDA, 8x

Electric

EBITDA

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 to re-rate lower given weaker growth 

profile.

Sum-of-the-Parts (SOTP) Breakdown

I wisource]!r»cMWB^^B^B^^B^^^HM^MKVaiueT($gn)lK$/Shar5i

Gas Distribution $ 5,958 $ 18.99

Gas Transmission & Storage 6.047 19.27

Electric Utility 4,836 15.41

Utica 1,375 4.38

(Value per Share $ 18,217 $ 58.05 .

Net Debt (8,228) (26.22)
[Net Equity Value $ 9,988 $ 31.83 ’

Shares Outstanding (in mm) 313.8
Source*. Morgan Stanley Research

Why Equal-weight?
• Restored earnings power at 

regulated utilities segments.

• Numerous midstream opportunities 

surrounding its existing pipeline 

systems in the Marcellus + Utica 

provide exceptional long-term value, 

but also come with it increased capex 

and possibly heated competition.

• Stock trades closer to fair value on 

multiples and a sum of the parts 

(SOTP) basis.

Key Value Drivers
• Executing Marcellus + Utica 

midstream projects on time and below 

budget.

• Execution on its regulatory agenda 

(e.g., infrastructure modernization 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 Catalysts
• Updates related to rate case 

settlements approval by regulatory 

bodies.

• Announcement of additional 

Marcellus or Utica project or acquisition 

beyond those included in guidance.

• MLP formation adds to value of Nl 

and offers further upside on projects 

and acquisitions.

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.
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Exhibit 1

Nl: Earnings Results and Preview
(amounls in 000s, except per unit)

Actual Actual A/A MS A/E MS
3Q12 3Q13 % chg 3Q13E % chg 4Q13E

Operating Revenues
Gas Distribution 225.800 255.300 13.1% 483.101 -47.2% 820,492

Gas Transportation and Storage 278,200 350,100 25.8% 214,398 63.3% 296,566

Electric 412.100 416.400 1.0% 423,792 -1.7% 359,835

Other 45,800 61,200 - -

Total operating revenues 961,900 1,083,000 12.6% 1,121,291 -3.4% 1,476,892

Operating Expenses
Cost of Sales 229.300 243,200 6.1% 324,591 -25.1% 493.841

Operation and maintenance 422,400 468,900 11.0% 431,492 8.7% 477,273

Depreciation and amortization 125,900 144,500 14.8% 137,685 4.9% 139,092

Other taxes 62,200 64.300 3.4% 64,298 0.0% 72,194

Total operating expenses 839,800 920,900 9.7% 958,065 -3.9% 1,182.400

Equity Earnings (Loss) in Uncon. Affiliates 8,000 10,500 31.3% 10,000 5.0% 10,000

EBIT 130,100 172,600 32.7% 173,226 -0.4% 304,492

EBITDA 256,000 317.100 23.9% 310,911 2.0% 443,584

Interest expense, net (107.900) (103.700) -3.9% (100.559) 3.1% (103.700)

Other income 2,200 15.800 13,300 15.800

Total other income and expenses (105,700) (87,900) -16.8% (87,259) 0.7% (87,900)

Earnings From Cent Oper. Bef. Inc. Taxes 24,400 84,700 247.1% 85,966 -1.5% 216,592
Income tax (provision) 8.600 27,600 220.9% 28,431 -2.9% 75.916

Net Income (Operating) 15,800 57,100 261.4% 57,536 -0.8% 140,676
Average # of Shares Outstanding 300,000 313,800 4.6% 313,200 0.2% 313,800

Net Income per Share (Operating) $ 0.05 S 0.18 $ 0.18 $ 0.45
Net Income per Share (GAAP) $ 0,07 $ 0.16 $ 0.18 $ 0.45

Segment Data

Residential 15.4 15.2 -1.3% 15.4 -1.3% 83.9

Commercial 19.7 16.2 -17.8% 19.7 -17.8% 50.1

Industrial 119.2 120.7 1.3% 121.6 -0.7% 115.9

Off System 16.0 15.6 -2.5% 16.8 -7.1% 14.8

Other - 0.2

Nl confirmed 2013 EPS 

guidance of $1.50- 

$1.60

Gas Transmission & Storage (MMDth)
Columbia T ransmission 189.1

Columbia Gulf 205.9

Crossroads Gas Pipeline 3,3

Intrasegment eliminations (36.1)

Electric Operations (Gigawatt Hours)
Residential 1,118.7

Commercial 1,071.1

Industrial 2,247.9

Wholesale 157.9

Other 26.7

158.4 -16.2% 198.6 -20.2% 276.2

134.0 -34.9% 160.6 -16.6% 138.8

4.1 24.2% 2.7 54.4% 4.3

(36.5) -57.6% (99.1) -63.2% (99.1;

1.000.5 -10.6% 1.118.7 -10.6% 763.2

1.066.1 -0.5% 1,087.2 -1.9% 921.4

2,337.2 4.0% 2,247.9 4.0% 2.286.1

108.6 -31.2% 161.1 -32.6% 18.2

31.3 17.2% 27.2 14.9% 34.7
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Nl Income Statement 
Income Statement
(amounts in thousands, except per unit data) 2012 2013E 2014E 2015E 2016E

Net Revenues

Gas Distribution 2.006,400 2,362,292 3.097,177 3.262,165 3,452.762

Gas Transportation and Storage 1.462.400 1,481.666 1,255,582 1,385.881 1.502.406

Electric 1.497,500 1,536,835 1.634,858 1.692,568 1,752,316

Other 133.600 162.800 - - -

Total Net Revenues 5,099,900 5,543,592 5,987,617 6,340,614 6,707,483

Operating Costs

Cost of Sales 1,525,200 1.762,241 1,950,320 2,046,272 2.155,827

Operation and maintenance 1,674,600 1,852,873 1,963,554 2,096.490 2,227,928

Depreciation and amortization 563,900 570.492 600,015 613.364 628.333

Other taxes 287,800 293,894 301.884 318,677 333,721

Total Operating Costs 4,051,500 4,479,500 4,815,773 5,074,803 5,345,809

Equity Earnings (Loss) in Uncon. Affiliates 32,200 35,600 32.241 33,054 33,888

EBIT 1.080.600 1,099,692 1,204,085 1,298,865 1,395,563

EBITDA 1,644,500 1,670,184 1,804,099 1,912,229 2,023,895

Other income

Interest expense, net (418,300) (408.000) (470,519) (517.087) (553,893)

Other income 2,400 49.000 63,200 63.200 63,200

Inc. from continuing operations bef inc. taxes 664,700 740,692 796,766 844,978 904,870

Income lax (provision) 231,800 254,816 276,481 292,325 313,374

Operating Net income (Loss) 432,900 485,876 520,284 552.653 591,496

Net Income per Share (Operating) $1.44 $1.55 $1.66 $1.76 $1.88

Net Income per Share (GAAP) $1.38 $1.52 $1.66 $1.76 $1.88

Weighted Avg Diluted Units Outstanding 300.400 313,800 313,800 313,800 313,800

Dividends per share
Source: Company data. Morgan Stanley Research

0.95 0.99 1.03 1.07 1.12
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Nl Operating Data
Operating Data

GAS DISTRIBUTION
Sales and Transportation (MMDth):

2012 2013E 2014E 2015E 2016E

Residential 226.5 265.9 271.2 279.3 287.7

Commercial 156.2 168.6 172.0 175.4 178.9

Industrial 478.2 483.3 497.8 512.7 528.1
Off System 61.5 70.5 71.9 73.3 74 8
Other 0.3 0.4 - - -

Total Sates and Transports 922.7 9BB.7 1.012.9 1,040.B 1,069.5
Weather Adjustment 58.8 0.4 (0.4) (0.4) (0.4)

Sales and Transport Vols — Excluding Weather 981.5 989.1 1.012.5 1,040.4 1,069.1
y/y change 7.6% 0.8% 2.4% 2.8% 2.8%

Sales Price (S / Dth) $2.79 $2.98 £3.06 $3.14 $3.23

y/y change -27.5% 7.1% 2.5% 2.5% 3.0%

COGS Price ($/ Dth) $1.19 $1.35 $1.38 $1.42 $1.46

y/y change -43.2% 13.0% 2.2% 2.6% 2.9%

Gross Margin ($ / Dth) $1.59 $1.64 £1.68 $1.72 $1.77

y/y change -8.6% 2.6% 2.7% 2.4% 3 1%

COLUMBIA PIPELINE GROUP 
Throughput (MMDth):
Columbia Transmission 1,107.7 1,067.0 1,131.0 1,187.6 1,223.2

Columbia Gulf 883.0 632.8 670.7 700.9 721.9

Crossroads Gas Pipeline 15.8 16.7 17.2 17.7 18.3

Total throughput 2,006.5 1.716.4 1,818.9 1.906.2 1.963.4
Intrasegment eliminalions (422.6) (310.9) (393.3) (384.6) (392.1)

Total third-party throughput 1,583.9 1,405.5 1,425,6 1,521.6 1.571.3
y/y change -3.2% -11.3% 1.4% 6.7% 3.3%

Tariff ($ / Dth) $0.46 $0.53 $0.55 $0.57 $0.59

y/y change -4.0% 16. 7% 3 8% 3.0% 3.0%

ELECTRIC OPERATIONS
Sales (Gigawatt Hours):
Residential 3,524.3

Commercial 3.863.1

industrial 9.251.0

Wholesale 250.7

Other 119.1

Total sales 17.008,2
Weather Adjustment (146.0)

Total sales volumes — Adj. for weather impacts 16,862.2
y/y change -3.0%

Revenue ($ / Gigawatt hour) $89.18

y/y change 8.5%

COGS ($ / Gigawatt hour) $29.58
y/y change -6.3%

Gross Margin ($ / Gigawatt hour) $59.60

y/y change
Source Company data. Morgan Stanley Research

17.7%

3.396.9 3.498.8 3,568.8 3.640.2

3.851.3 3,928.3 4,006.9 4,087.0

9,199.2 9.245.2 9,430.1 9.618.7

682.8 696.4 710.3 724.5

126.2 128.7 131.3 133.9

17,256.4 17,497.5 17,847.4 18,204.4
26.5 - - -

17.282.9 17,497.5 17,847.4 18,204.4
2.5% 1.2% 20% 2.0%

$88.99 $93.43 $94.84 $96.26
-0.2% 5.0% 1.5% 1.5%

$30.84 $31.68 $32.16 $32.88

4.3% 2.7% 1.5% 2 2%

$58.15 $61.75 $62.67 $63.37

-2.4% 6.2% 1.5% 1.1%
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(amounts in thousands, except per unit data) 2012 2013E 2014E 2015E 2016E

ASSETS
Cash and cash equivalents 36,300 20,000 20,000 20,000 20,000
Restricted cash 46,800 18,300 18,300 18,300 18,300
Accounts receivable 907,300 805,950 896,547 876,015 962,856
Income tax receivable 130,900 6,400 6,400 6,400 6.400
Gas inventory 326,600 923,515 963,762 1,009,675 1.068.249
Regulatory assets 162,800 152,500 152.500 152,500 152,500
Other 383,900 246,100 246.100 246,100 246,100
Total Current Assets 2,352,400 2.434,265 2,565,109 2,590,489 2,735,906

Net Property, Plant and Equipment 12,915,900 14,476,008 15,575,993 16,562,629 17,534,296

Unconsolidated affiliates 243,300 327.800 327,800 327.800 327.800
Other investments 194.400 201.600 201.600 201,600 201.600
Price risK management assets 56,000 - - - -

Regulatory assets 2,024,400 1,863,200 1,863.200 1,863,200 1,863.200
Goodwill 3,677,300 3,666,200 3,666,200 3,666.200 3,666,200
Intangible assets 286,600 278,400 278,400 278,400 278,400
Deferred charges, Postretiremen, other 94,400 89,000 89,000 89,000 89,000
TOTAL ASSETS 21,844,700 23,336,473 24.567.302 25,579,318 26,696,402

LIABILITIES AND STOCKHOLDERS' EQUITY
Current portion of long-term debt 507.200 541,200 541,200 541,200 541,200
Short-term borrowings 776.900 1,630,038 2,631.483 3,390,624 4,219,746
Accounts payable 538.900 750,509 783,215 820,527 868,129
Dividends payable - 78,300 78,300 78,300 78.300
Customer deposits and credits 269,600 249,200 249,200 249,200 249,200
Taxes accrued 235,500 181,300 181,300 181.300 181.300
Interest accrued 133,700 71,600 71,600 71,600 71.600
Price risk management liabilities 95,200 8,800 8.800 8,800 8.800
Exchange gas payable 146,200 207,300 207,300 207.300 207,300
Deferred revenue 42.800 21,300 21.300 21.300 21,300
Regulatory liabilities 171.600 75,500 75,500 75,500 75.500
Acc Nab for post-retirement / -employment benefits 6,100 6,100 6,100 6,100 6.100
Other accruals 309,700 308,700 308,700 308,700 308.700
Total Current Liabilities 3,301,600 4,195.747 5,229,898 6,026,351 6,903,074

Long-term debt, excl amounts due within one year 6,819,100 7,089,100 7,089,100 7.089,100 7,089.100
Price risk management liabilities 20,300 1,500 1.500 1,500 1,500
Deferred income taxes 2,953,300 3,133,500 3,133,500 3,133,500 3,133,500
Deferred inc. taxes, credits, other 108.900 139,900 139,900 139,900 139,900
Acc liability for post-retirement/-employment benefits 1,107,300 1,003,100 1,003,100 1,003,100 1,003.100
Regulatory liabilities and other removal costs 1,593,300 1,615.900 1,615,900 1,615,900 1,615.900
Asset retirement obligations 160.400 175.500 175,500 175,500 175.500
Other noncurrent liabilities 226,200 219,100 219,100 219,100 219.100

Total Other Liabilities and Deferred Credits 12,988,800 13,377.600 13,377,600 13,377,600 13,377,600

Common stock 3,100 3,200 3,200 3,200 3,200

Additional paid-in capital 4,597,600 4,672,900 4.672,900 4,672,900 4,672,900

Retained earnings 1,059,600 1,196,026 1,392,704 1.608,267 1,848,628
Treasury slock (65,500) (48,600) (48,600) (48.600) (48,600)

Accumulated other comprehensive loss (40,500) (60,400) (60,400) (60.400) (60.400)

Total Common Stockholders' Equity 5,554,300 5.763,126 5,959,804 6,175,367 6,415,728

TOTAL CAPITALIZATION & LIABILITIES
Source: Company dala. Morgan Stanley Research

21.844,700 23,336.473 24,567,302 25,579,318 26,696.402
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Nl Cash Flow Statement 
Cash Flow Statement
(amounts in thousands, except per unit data) 2012 2013E 2014E 2015E 2016E

Cash from Operating Activities

Net Income 416,100 520,976 520.284 552,653 591,496

Debt: Gain Early Extinguishment / Amort Disc.+Premium 9,700 7.000 - -

Depreciation and Amortization 561,900 570,492 600,015 613,364 628,333

Net Changes in Price Risk Mgmt A / L (18.500) 1.900 - - -

Deferred: Inc. Tax/Credits', Revenues 301.200 200.700 - - -

Slock Compensation Expense 45,000 39,700 - - -
loss/(Gain) on Asset Sales / Impairments / Disc Opts (3,800) (10,200) - - -

Income from Unconsolidated Affiliates (30,900) (25.500) - - -

Disc. Operations: Loss/(Gain) on Disposition 5,700 (42,400) - - -

AFUDC Equity (10.600) (12.700) - - -
Dist. of Earnings Received from Equity Investee 34,900 19,000 - - -

Other - 10,900 - - -

Changes in Assets and Liabilities: (35,200) (224.256) (98,137) 11,932 (97,815)

Net cash from operating activities 1,275,500 1,055,612 1,022,162 1,177,949 1,122,013

Cash from Investing Activities

Capital Expenditures (1,498,800) (2,000,000) (1,700.000) (1,600.000) (1,600,000)

Insurance Recoveries 6,500 6.400 - - -
Proceeds from Disposition of Assets 25,600 17.900 - - -

Restricted Cash Deposits (Borrowings) 114,200 28,500 - - -

Contributions to Equity Investments (20,400) (77,100) - - -

Other Investing Activities (52,300) 70,300 - -

Net cash from investing activities (1,425,200) (1,954,000) (1,700.000) (1,600,000)
(1.600,004

Cash from Financing Activities

Issuance of Long-Term Debt 991.400 815,300 - - -
Retirement/Repurchase of Long-Term Debt (331,600) (505,200) - - -
Change in Short-Term Borrowings, Net (582,200) 853,138 1,001,445 759,141 829.122

Issuance of Common Stock 383,500 36,100 - - -

Acquisition of Treasury Stock (10,000) (8,000) - - -
Dividends Paid - Common Stock (273.200) (306.050) (323,606) (337.090) (351.135)

Other (3.400) (3.200) - - -
Net cash from financing activities 174,500 682,088 677,838 422,051 477,987

Net change in cash 24,800 (16,300) . . .

Cash at beginning of period 11,500 36,300 20,000 20,000 20,000

Cash at end of period 36,300 20,000 20,000 20,000 20,000
Source: Company data. Morgan Stanley Research
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Exhibit 6

Nl Sum of the Parts Valuation
NiSource Inc. Value ($m) S/Share

Gas Distribution S 5,958 $ 18.99

Gas Transmission & Storage 6,047 19.27

Electric Utility 4,836 15.41

Utica 1,375 4.38

Value $ 18,217 $ 58.05

Net Debt (8,228) (26.22)

Net Equity Value $ 9,988 $ 31.83
Shares Outstanding (in m) 313.8

GAS DISTRIBUTION
Forward EBITDA (2014E) s 662

Forward multiple 9.0x

Enterprise value s 5,958

GAS TRANSMISSION & STORAGE 

Forward EBITDA (2014E) $ 605

Forward multiple lO.Ox

Enterprise value $ 6,047

ELECTRIC UTILITY

Forward EBITDA (2014E) s 537

Forward multiple 9.0x

Enterprise value s 4,836

Estimated Utica Value' Credit

Acres 125,000

S/acre s 11,000

Enterprise value $ 1,375

Source: Company data, Morgan Stanley Research.
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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 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 + stock price appreciation). We find a statistically 

insignificant correlation between bond and MLP prices. Several 

periods of rate increases (1994, 1999, 2004) are correlated with 

poor performance, but there is little day-to-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 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 growth in 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 li), combined with 

approximately 1.5-2.0% 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.

Investment 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 

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 MLR 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 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. It 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 (IDRs): 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),

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.g., 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 rale.

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 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 (RIC) or real estate 

investment trust (REIT).
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UU ModelWare
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 earnings.
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Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count
%of
Total Count

% of% of Rating 
Total IBC Category

Overweight/Buy 1002 34% 410 38% 41%
Equal-weight/Hold 1278 44% 493 46% 39%
Not-Rated/Hotd 114 4% 28 3% 25%
Underweight/Sell 526 18% 140 13% 27%
Total 2,920 1071

Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual 
circumstances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan 
Stanley received investment banking compensation in the last 12 months.

Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, 
on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the 
analyst's industry (or industry team s) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). The stock's total return is expected to be below the average total return of the analyst’s industry (or industry team’s) coverage 
universe, on a nsk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan 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 attractive vs. the 
relevant broad market benchmark, as indicated below.
In-Line (I): 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): 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 region are as follows’. North America - S&P 500; Latin America - relevant MSCI country index or MSCt Latin America Index; 
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index.

Stock Price, Price Target and Rating History (See Rating Definitions)

NiSource, Inc. (NI.N) - As of 10/30/13 in USD 
Industry : Diversified Natural Gas

Stoch Rating History: 10/1/10 : Nft/fi; 1/S/ll : E/fl

Price Target History! 8/16/01 ! Nfl; 1/6/11 l 18? 2/1/11 ! 20? S/3/11 ! 21; 8/2/11 : 23? 10/28/11 : 25?

4/18/12 5 26? 7/31/12 : 28? 2/19/13 ! 29? 4/10/13 ! 30

Source! Morgan Stanley Research Date Formal : MM/OD/YY Price Target —• No Price Target ftssigned <Nfi)

Price (Not Cowered by Current Analyst > Stock Price (Cowered by Current Analyst >

Stock and Industry Rating* ( abbrewiations below! appear as ♦ Stock Rating/Industry View

Stock Sating*! Oucrweight (CO Egual-weigM. IE5 Underweight (U> Not-Rated (NR) More Volatile (V> No Rating Available <NA) 

Industry View! Attractive (A) In-line >P Cautious <C> No Rating ’NR>
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arising from, or in connection with, Morgan Stanley Research); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley 
Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepis responsibility for its contents; in Australia to "wholesale 
clients" and "retail clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder 
of Australian financial services license No. 240813, which accepts responsibility for itscontenls; in Korea by Morgan Stanleys Co International pic, 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 Limited, which has approved 
of and takes responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited. 
Niedertassung Deutschland, regulated by Bundesanstalt fuer Fmanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan 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 the rules of conduct applicable to financial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC, which accepts 
responsibility for its contents. Morgan Stanley & Co. International pic, authorized by the Prudential Regulatory Authonty and regulated by the Financial Conduct Authority 
and the Prudential Regulatory Authonty. disseminates in the UK research that it has prepared, and approves solely for the purposes of section 21 of the Financial Services 
and Markets Act 2000. research which has been prepared by any of its affiliates. Morgan Stanley Private Weallh Management Limited, authorized and regulated by the 
Financial Conduct Authority, also disseminates Morgan Stanley Research in the UK. Private UK investors should obtain the advice of Iheir Morgan Stanley & Co.
International pic or Morgan Stanley Private Wealth Management representative about the investments concerned. RMB Morgan Stanley (Proprietary) Limited is a membe^^^^
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of the JSE Limited and regulated by the Financial Services Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by Morgan 
Stanley International Holdings Ine- and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International pic (DIFC Branch), regulated by Ihe Dubai Financial Services 
Authority (the DFSA), and is directed at Professional Clients only, as denned by the DFSA. The financial products or financial services 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 & Co. International pic (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 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 service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio 
management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing these 
comments and recommendations- These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying 
solely to this information stated here may not bring about outcomes that fit your expectations.
The trademarks and service marks contained in Morgan Stanley Research are the properly of their respective owners. Third-party data providers make no warranties or 
representations relating to the accuracy, completeness, or timeliness of the data they provide 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. Morgan Stanley bases projections, opinions, forecasts and 
trading strategies regarding the MSCI Country Index Series solely on public information. MSCI has not reviewed, approved or endorsed these projections, opinions, 
forecasts and trading strategies. Morgan Stanley has no influence on or control over MSCI's index compilation decisions. Morgan Stanley Research or portions of it may not 
be reprinted, sold or redistributed without the written conseni of Morgan Stanley. Morgan Stanley research is disseminated and available primarily electronically, and. in 
some cases, in printed form. Additional information on recommended securities/instruments is available on request.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form.

Additional information on recommended securities/instruments is available on request.
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The Americas Europe 1 Japan Asia/PacHic

1585 Broadway 20 Bank Street. Canary Wharf 4-20-3 Ebisu, Shibuya-ku 1 Austin Road West

New York, NY 10036-8293 London Eld dAD ] Tokyo 150-6008 Kowloon

United States United Kingdom
^ Japan

• Hong Kong •

Tel: +1 (1)212 701 -1000 Tei:+44 (0)20 7 425 8000 Tel: +81 (0) 3 5424 5000 Tel: +852 2848 5200

Industry Coverage:Diversified Natural Gas

Company (Ticker) Rating (as of) Price* (10/30/2013)

Stephen J. Maresca, CFA

CenterPoint Energy, Inc (CNP.N) E (11/15/2011) $24.48

MDU Resources Group, Inc. E (01/06/2011) $29.83

(MDU.N)

National Fuel Gas Co (NFG.N) E (01/10/2012) $71.99

NiSource. Inc. (NI.N) E (01/06/2011) $31.7

Oneok Inc. (OKE.N) O (07/25/2013) $56.83

Queslar Corp. (STR.N) E (02/11/2013) $23.75

SemGroup Corp (SEMG.N) O (04/10/2013) $61.24

Spectra Energy Corp. (SE.N) O (06/12/2013) $35.55

Williams Companies. Inc (WMB.N) O (11/10/2009) $36.95

Stock Ratings are subject to change. Please see latest research for each company. 
' Historical prices are not split adjusted.

©2013 Morgan Stanley
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last Price Fair Value Consider Buy

31.52 USD 27.00 usd 18.90 uso

Consider Sell

36.45 usd

Uncertainty Economic Moat'“

Medium Narrow

Moat Trend™ Stewardship

Stable Standard

Momingstar Credit Rating

BBB

Industry Group

Utilities - Regulated

NiSource Reports Solid 3Q Results; Indiana Modernization 
Plan on Track

owii* Fishman, cfa Analyst Note 01 Nov ?f)13

Stock Analyst

r.iiaiies.iishmanstemintjstaicom NiSource reported third-quarter operalinq earninqs per
317-B9fi-C5?3 r s 3 r

share of $0.18 versus $0.04 in the same period last year.

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 modernization program. NiSource reiterated

its 2013 operating earnings guidance of $1.50-SI .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.

I he pt unary aralysl covering this company 
tines not own ns slock,

Hesejich as til O' Nov 7013 
fcsiimaits as of I5.160 7013 
Piicing itaia itiroiigh3i Del 7013 
Raiinguncaiisfos of 31 On 7013

Cuiiency amouniS e»piessod with ■$' aifi m 
U.S. delta's IUSO! unless otherwise denoted

Analyst Note 1

MoirnnjMdi Al’dlysl Fuitcasls 2

In line with Indiana legislation passed earlier this year, in 

early October NIPSCO filed its natural gas infrastructure 

modernization and expansion plan with the Indiana 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 IURC. 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 equity 

issuance.

Vital Statistics

MaiketCop (USD Mil]

52-Week High (USD)

52-Week Low (USD)

52-Week Total Return %

YTO Total Return %

Last fiscal Year End 

5-Yr Fofward Revenue CAGR % 

5-Yr Fofward EPS CAGR % 

Price/Fair Value

9.853 

32.52 

23.1-1 

27.6 

30 6 

31 Dec 2012 

6.8 

66 

1.17

Valuation Summary and Forecasts

ftscaiYeu/ 7011 2012 Mij/n ?om

Price/Earnings 176 17.0 ?0.3 19.2

EV/EBITDA 101 10.0 W.4 9.4

EV/EBIT 161 15.7 160 14 4

Free Cash Flow Yield % •3.1 •3.0 ■3 6 ■2.4

Dividend Yield % 38 3.5 32 34

Financial Summary and Forecasts (USD Mil)

livai Year 20ii 2012 20W) TOW)

Revenue 6,019 5,061 5.536 6.246

Revenue YoY % -6.3 •15.9 94 12.8

EBIT 907 1.007 1.117 1.243

EBIT YoY % -0.1 11.0 11.0 113

Net Income. Adjusted 389 437 498 531

Net Income YoY % 14.1 17.4 14 0 6.5

Diluted EPS 1.35 1.46 1.55 1.64

Diluted EPS YoY % 108 7.9 6.4 60

Free Cash Flow 16 71 -140 20

Free Cash Flow YoY % •88.9 339.3 ■298 1 -1146

ilisirirical/Kirfioisl dais sfnucns arc Myininiuidr Cstimjlsi <md m.yy mlliici .iiliuslmenls

Profile

NiSource distributes natural gas to more than 3.3 million customers with 

more than 58.000 miles ol pipelines in Indiana, Kenlucky. Maryland. 

Massachusetts. Ohio. Pennsylvania, and Virginia. NiSource also owns 

15.000 miles of natural gas transmission pipeline, operates one ol the 

nation's largest underground natural gas storage systems, and provides 

unregulated midstream services in the growing Marcellos and Utica shale 

produclion area. NiSource's electric utility generates, transmits, and 

distributes electricity in northern Indiana

© Morning’,!v 2013 A*1 6rsfnvJ MoinrqM u * Cnitt Kji mrp A rfi * podur *3 ofby Mortwguji ** . *vf'* h n noi i wiOi i»r U S Sea* i*tes arvq i icnangc Ccmrww « i N-JJ ly Si i vi RJl • « O^hCAtiori Pay 1 ol S
C^fiSRO ). Urtest you rruf Ihr, rr^xn orty Itr conwy ri wtwh iHa^V«AianSu)0) HMVfl The ^ornution. (bu mlyves opu^Onv p^ncnied hrerrvi do not trvrsihW tfMCC.aip [BOtxM
seti^fy for rrfcirMliortaf *v3ihc*oloic <»<c iuJ»hrflcr toLvyoi vHIa wl A«r not wanantM 12becorfixr. coffYilfTro ACCujie TncCfwtAof incrlitr ate ujOjitl foch^vage *iincim>3irr. T«r<-p« js

i c^trecf e * Saw MonW'TJ J' SluB m (r rr^xxivblo f or Any n *>< r.Kvn Craior, v<*rn MttV*i rewt rq ft or, & rri.Vi -0 to ir*' tf)fonn,ii >9% dal j 3vu*yv*J. or apntm Thee u*>e ' fx mfcyTTwi <71 cctJacitc ro I'd ", 1T»> popr if fry 7 nqcr*> ol
A^amrQkj% mey r«X be rrprnjucrt m wfw o« d (*>i oi usnj n A-ty mmrv' woriati mm* pi» wiint-i comrm of Mvjo-rv;sjaj So m'Ih kpinii 4js .1 312 5% i 100 To f«(msp jtr resoA/rt». «U -131? 69f> 6869
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31.52 uso 27.00 usd 18.90 usd 36.45 usd Medium Narrow Stable Standard BBB Utilities - Regulated

Morningstar Analyst Forecasts

Financial Summary and Forecasts

Fiscal Ycai FmJs in ncremtii’i

Giowlti (% YnY)

Revenue 

EBIT 

EBITDA 

Net Income 

Diluted EPS

Earnings Before Interest, after Tax 

free Cash Flow

forecast

3 Ycai 

lisl.CAOR

■8 7 

7.7 

4.0 

U.O 

10.8 
6.4 

■63.8

2(110

-3.4

12.8
7.9

15.6

13.8

4.7

•902

ftnfiutaiily

Operating Margin % 

EBITDA Margin %

Net Margin %

Free Cash Flow Margin % 

ROIC %

Adjusted ROIC %

Return on Assets % 

Return on Equity %

3 Year 

Hm A^g
16.4 

26.2

6.8
1.3

7.4

10.4 

1.6 

6.6

201(1

14.1

23.4

5.3

2.3 

7.2

10.3

1
6.0

Leverage Hist Avg

Debt7Capilal 0.60

Total Debt/EBITDA S. 18

EBITDA/Inlerest Expense 3.81

Valuation Summary and Forecasts

2011 2012 xmi

Piice/fau Value 1.40 1.00 — —

Pnce/Earnings 17.6 17.0 20 3 19.7

EV/EBITDA 10.1 100 10 4 94

EV/EBfT 16 1 157 16 0 14.4

Free Casti Flow Yield % -3.1 -3 0 ■3 6 -2 4

Dividend Yield % 3.8 3.5 32 34

Key Valuation Drivers

Cost of Equity % 100

Pre-Tax Cost of Debt % 5.0

Weighted Aveiage Cost ol Capital % 6.7

2010 

0.60 

4 

3.84

s-w

) 2011 2012 ?Q13 20 M Piui CACR

1 -6.3 •15.9 9.4 12.8 8.8

t -0.1 11.0 11.0 11.3 87

) -4.0 8.5 99 10.2 7.9

i 14.1 12.4 14.0 6.5 83

1 10.8 7.9 6.4 6.0 6.6

' 10.4 4.1 0.0 2.7 3.8

! -889 339.3 ■299 1 ■114.6 38.5

5 ■ Yea/

1 21111 21)12 XI3 2014 Pro) A/g

1 15.1 19.9 20.2 19.9 199

1 24.0 31.0 31.1 30.4 30.3

1 6.5 8.6 90 8.5 8.7

1 0.3 1.4 ■2.5 0.3 1.5

! 7.6 7.5 7.0 6.8 6.9

1 10.6 10.2 9.3 8.9
4|

. 1.5 2.0 2.2 2.2
W

) 60 7.9 8.8 80 9.2

i-Yeat
) 2011 2012 2017 2014 Ptnj Aw?

) 0.61 0.59 0.61 0.61 0.60

1 5.50 5.17 5.16 5.00 4.84

1 3 84 3.75 4.26 4.13 4.29

Discounted Cash Flow Valuation

USD Mil
turn Value 

1%I
Per Shaie 

Value

Present Value Stage 1 414 2.6 1.28

Present Value Stage II 1.129 7.0 3.50

Present Value Staqe 111 14.614 90 5 45.37

Total Firm Value 1S.1SS 1M.0 $0.16

Cash and Equivalents 118 _ 0 37

Debt •8.103 — -2516

Preferred Stock — — —

Other Adjustments 35 — 0.11

Equity Value WOS — 2S.4S

Long-Run lai Rate %

Stage IIEBI Growth Rate % 

Stage II Investment Rate % 

Perpetuity Year

34 9 

70 

87.5 

15

ArMiliOidl eslrnuie* and scerwinos available lor download ai blip //stlect rrormnqsiai com

Projected Diluted Shares 322

Fair Value per Share (USD) —

I he daid n ihe table above reercsem bave case lorecas'.s m ihe cumoany s reponmg 
cu'rcncy as oi ihe beginning ol the onreni year. Our lair value esomaie may tliilu from lie 
CQuiiv value par share shown above due 10 our ntne value ol money adjiisimer.t and in cases 
where probab'lrlv werghicd scenario analysis is perloimcd

C MomingujiiCU AO lliyvs Rescww Morr»igsi,< iO«M RauajsS Rpseaicn is tvooucco and nilfrw rry KonwfifOai. me. wrwms nor ir»sinw««MMrp bS SPnni-esanoticmnqpCanmisvcnas aAoiorviir* RariyxM Sr.utumai Ran^ ftbanuaiiai 
fMrSBO I Unrmsmnerwisi'OinidcamaseiBrareajftmcft. ycuruyusi-misifpcnonry mimamminivtitnilsw^Miaisiiieigioi r.tavM Inc rrYtmuujn. mu jnjiyvsai«loiw«vistii!sai:nl imcmuonoi nmsnur wusnrwa 
\orefyr« mfonrLjimirai orW-n one Cv-v'cve arc imr an or In in Buy or srOa scoiay: anoarc rw rvanaraed to tretemesv ionmicTrcr accuraic Tncfp.nmitt ciprcssca mr as ol tncanrwnncnaruarr s^r-on locrvjn^r wirhnur mnee ticcpr as orhcrwrsc 
reraaico Cryla* Murnnyaai snail nor be lespcrsrbir lor any uaihr^ necrsions. amuges or aher losses icSLaimg Irons or roLsrcdlo tre uVormaiKiv rura. analyses or usariMrs cv ira-ir use Ira., mitmrrsihcruoriavmrvseir is inn prccvvnaryrroornyol 
Wymn^iar am rr^y na be I'-praOrcro. m nmorea mpan or ismo m any mams wnreut rrm prior corrsan oa Vorrariysiar lo cr j, loonrnu sao - I 312 09S hlOO lo irensc ltv researen can •! 312 SS6 C-sttr
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Last Price Fair Value Consider Buy

31.52 usd 27.00 uso 18.90 usd

Consider Sell

3G.45USO

Uncenainty

Medium

Economic Moat”* Moat Trend™ Stewardship

Narrow Stable Standard

Momingstar Credit Rating

BBB

Industry Group

Utilities - Regulated

Momingstar Analyst Forecasts

Income Statement (USD Mil)

Fiscal Year Fads in DprfimbRr fore.07.tr

2htr> 2011 2012 . 2013 2014
Revenue 6,422 6,019 5,061 5,536 6J46

Cost of Goods Sold 2.974 2.556 1.542 1773 2.166

Gross Profit 3.446 3,463 3,520 3,762 4,080

Selling. General S Administrative Expenses 1.656 1,723 1.663 1.753 1.885

Other Operating Expense (Income) 287 295 288 281 289

Other Operating Expense (Income) — — — 5 5

Depreciation & Amortization (it reported separately) 596 538 562 607 657

Operating Income (ex charges) 908 907 1,007 1,117 1,243

Restructuring & Other Cash Charges 2 17 •4 — __

Impairment Charges (if reported separately) — — — — —

Other Non-Cash (Incomel/Charqes -15 -15 •32 -32 ■33

Operating Income (incl charges) 921 90S 1,043 1,149 1J76

Interest Expense 392 377 418 405 460

Interest Income •93 •61 2 15 __

Pre-Tax Income 436 467 626 759 816

Income Tax Expense 142 163 216 261 286

Other After-lax Cash Gains (Losses) -3 -5 6 __ __

Other After-Tax Non-Cash Gains (Losses) 0 — — — —

(Minority Interest) — — — — —

(Preferred Dividends) — — — — —

Net Income 292 299 416 498 531

Weighted Average Diluted Shares Outstanding 280 289 300 322 323

Diluted Eamings Per Share 1.04 1.03 1.39 1.55 1.64

Adjusted Net Income 341 389 437 498 531

Diluted Eamings Per Share (Adjusted) 1.22 US 1.46 1.55 1.64

Dividends Per Common Share 0.92 0.92 0.94 0.98 102

EBITDA 1,518 1,443 1,605 1,756 1,933

Adjusted EBITDA 1,505 1,446 1,569 1,724 1,900

C Monwqsur ?OD 4/i RpvrvM *5 Ort* Rjrmgs & ftrsfijtc  ̂h (104*14 and of)e<«i bj Wffrwigsuf. bnr, «wfa:h ^ no( resided vron I’r 11S Skc* rt>c\ xaj i «c tarqr CdmrwvTi as a Katcnally tocooructi S^l mol ^ 119 P^go 3 ol b
fKlf$SOl Unlrs^ oificrvnc (iotiUci) <na vnuote a^dirrm yaj nv«Y wirus "p(*i (*<> <rirc cosvr^ r Asueurc? is based rnr rtramjr«n data jna'run art opinions pesenied netctfi donor carmnut* rwsimcni adncc: er pov^Jed
sok’lf fo r.ldmanwi purport ant rfwtrtnrf a/r rpi an olid in buy01 '> H a scCfiy dMQ a<<* <ul warranted 10 be cotrcci cor^lclc a actuatr li< cpinivrs CQuessrd die as i* tht tUH' wr.nnn «tf air s*i3jCfi id (hanje W'Uiout nctc? I icepr n afxsvnv
icqmiod By law. Uormra^ai shift nr* bf 'i*V0Rsitilci Ij any leading doc mun Oanagn or tftwr tosses letting from or related 10 IN' <rWyrmal<7i dJta. arsUrvmc ffonicrPi or rr«,M use I hr mlorrruiionconlarriL'O heiOMt is irmpepneurypcccflycd
W<anrqujf and may na Km rrpolkir rt *1 p *1 (svi «■> usi<in<vi> manrrf >w«reM; itn' pdv wtimiKcnvA d biamf.'.Ai Tn tjOr< rrpfiras t.iii. 1 J1^ f,® ^UX) lo Uom iln M-seanfi call <1 J1? W bflt.9
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31.52 USD 27.00 USD 18.90 usd 36.45USD Medium Narrow Stable Standard BBB Utilities • Regulated

Momingstar Analyst Forecasts

Balance Sheet (USD Mil)

Fiscal Yeai Fnds m December _______ Hitucnst
2010 2011 2012 ?ou

Cash and Equivalents 212 172 83 W8 220

Investments — — — — —

Accounts Receivable 1.079 855 907 834 941

Inventory 428 566 496 437 534

Deferred Tax Assets (Current) — — — — —

Other Short Term Assets 730 655 866 575 900

Current Assets 2,449 2,248 2,352 1345 2,596

Net Property Plant, and Equipment 11.097 11.800 12.916 14,296 15.331

Goodwill 3.677 3.677 3.677 3.677 3.677

Other Intangibles 309 298 287 287 287

Deferred Tax Assets (Long-Term) — — — — —

Other Long-Term Operating Assets 2.407 2.685 2,613 2,700 2,800

Long-Term Non-Operating Assets — — — 32 65

Total Assets 19,939 20,708 21,845 21337 24,756

Accouits Payable 582 435 539 620
A

Short-Term Debt 1.417 1.687 1.284 1. too
w

Deferred Tax Liabilities (Current) — — — — —

Other Short-lerm Liabilities 1.651 1.525 1,479 1,500 1.600

Current Liabilities 3,649 3,646 3,302 3,220 3,657

Long-Term Debt 5.936 6,267 6.819 7.800 8.000

Deferred Tax Liabilities (Long-Term) 2.210 2.542 2.953 3,250 3.500

Other Long-Term Operating Liabilities 3,220 3,256 3.216 3.300 3.400

Long-Term Non-Operating Liabilities — — — — —

Total Liabilities 15,016 15,711 16,290 17,570 18,757

Preferred Stock _ __ __ __ _
Common Stock 4.923 3 3 .7 3

Additional Paid-in Capital — 4.168 4,598 4,633 4.668

Retained Earnings (Deficit) — 917 l.060 1.243 1,444

(Treasury Stock) — •31 -41 ■41 ■41

Other Equity — -60 •66 ■71 ■76

Shareholder's Equity 4,923 4,997 5,554 5,767 5,998

Minority Interest __ __ __ __ —

Total Equity 4,923 4,997 5,554 5,767 5,998

C Mofrungslar ?0I3 AN K-^nis kcwiHtl Moruf^yar s Deoif felrngsS r$ ptoOuc>xl iW3^lcj«xJ Dy Mammal. Vm. . nrfncFi 5 nca ir^sirred winolic 0$ Seoirn^and « a NjlioruJiy Sidirsloi HMirajOtgdnUdtKn
f KRSffO*} Unless wnpriwsp proviOrt n d . you ma j jy* t tvs viy m itr cc»rtfy r wiw h \is \ Oisiiidulor r fta wU I he t* orrrot ion. ftata anjfysw and opinions pi UHTttcd ha pm do r<n < c*r.i limp investment rtrJvicc, * e pr twded
sefcij la mfornutcndi apposes ana thavtae not an of fa id buy a se<i a set a fly jnj arc w.vrantpd u bt coned contMcfe o> jaualc 1 fv opmtons eipmsea as a rtc d»te wnnen ant) i/p subjee io (itarvyc witnoui wkp I Kept as vti«iwt)e 
iM*aied hy law. Uatur^sUr shall na OP tv&ne* la any trading decisions. damAgtR a tatri (osha icsoiff^ lioi\ qi related to. (he rrformaliai. data vulysn » cpmon u ifou use. Tl* mlanution cailairrO fMom ts mr jH^ariary pntrfiy o' 
Mommgsuv a<a3 may na be icaoired. m whole o> m pad. a used m any rtbincr 1 Mihcwi ite pi ci wn urn £ a^nt a Mamn^yji lo actti rqs tnr. car. 1 3) 2 696 6100 To lictmu? the r ese^iUi c.t 11 • U17 6% hftnd
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Cash Flow (USD Mil]

Fiscal Yrar FniK m neremDei _______ forecast

MU) 2011 2012 MU pou

Net Income 283 299 416 498 531

Depreciation 597 538 562 607 657

Amortiration — — — — —

Stock-Based Compensation 31 39 45 35 38

Impairment of Goodwill — — — — —

Impairment of Other Intangibles — - — - —

Deferred Taxes 194 178 305 P97 250

Other Non-Cash Adjustments 72 217 25 ■32 -33

(Increase) Decrease in Accounts Receivable -244 220 -51 73 -107

(Increase) Decrease in Inventory 103 -142 62 58 -97

Change in Other Snort-Term Assets •291 -274 -157 -9 ■25

Increase (Decrease) in Accounts Payable 38 -155 57 81 137

Change in Other Short-Term Liabilities — — — 21 m

Cash From Operations 783 920 1,284 1,630 1,450

(Capital Expenditures) -804 -1.125 •1.499 -1.987 ■1.691

Net (Acquisitions). Asset Sales, and Disposals 1 9 26 — —

Net Sales (Purchases) of Investments — — — — —

Other Investing Cash Flows -140 •34 51 -4 —

Cash From Investing •944 -1,149 -1,422 • 1,991 •1,691

Common Stock Issuance (or Repurchase) 13 21 374 35 35

Common Stock (Dividends) -256 -258 -273 -316 ■330

Short-Term Debt Issuance (or Retirement) 1.280 -23 -582 -184 400

Long-Term Debt Issuance (or Retirement) •826 541 656 981 200

Other Fmancing Cash Flows — — — ■35 ■38

Cash From Financing 211 281 175 4S1 26S

Exchange Rates. Discontinued Ops, etc. (net) -57 •50 8 -5 ■5

Net Change in Cash •8 2 25 >75 22
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Daniel Ford, +1 212 526 0836 d3nieI.x.ford@barclays.com BCI, New

CFA York

NI: Columbia Gas of Pennsylvania Settlement Reached

Stock Rating/Industry View: Overweight / Positive 

Price Target: $29 

Price (18-Mar-2013): $28.10 

Potential Upside/Downside: 3%

Ticker: NI

On March 15, NI's Columbia Gas of Pennsylvania utility entered into a settlement with the 

Pennsylvania PUC and consumer advocates for its rate case filed in September 2012. The agreement 

allows for a $55.25 million revenue increase, compared to an ask of $77.3 million. The black box 

settlement was silent on ROE and other traditional rate case parameters. Importantly, however, the 

settlement allows for a forecasted rate base, to be based on a projection through June 30, 2014, and 

a quarterly tracker for infrastructure capex not included in base rates.

The constructive result was consistent with our expectations, as the new recovery mechanisms were 
enabled by Act 11, a state law enacted in 2012 allowing utilities to 1) recover modernization costs via 
a quarterly-adjusted distribution system improvement charge (DSIC) based on costs incurred in the 
previous quarter, and 2) use fully forecasted test years in rate case filings. With this settlement, we 
note that nearly all 7 of the states in which NTs gas utilities operate now have expedited rate 
treatment. We estimate Columbia Gas of Pennsylvania represents around 20% of total rate base for 
NTs Gas Distribution segment.
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Daniel Ford, +1212 526 0836 danie(.x.ford(a;b BCI,
CFA aiclays.com New

York

NI: FERC Approves Columbia Gas Transmission Customer 
Settlement

Stock Rating/Industry View: Overweight / Positive 

Price Target: $27 

Price (24-Jan-2013): $26.50 

Potential Upside/Downside: 2%

Ticker: NI

Earlier today the FERC approved Columbia Gas Transmission’s settlement with customers, laying out a 

multi-year plan for pipeline infrastructure investment. The settlement was approved in its original 

form. We believe this result was positive but largely in line with expectations, given the broad support 

among pipeline customers for the settlement prior to its approval.

The settlement provides for $300 million per year in growth capex and $100 million per year in 

maintenance capex over an initial 5-year period from 2013 to 2017. It also provides for an annual 

tracker for recovery of returns, taxes, and depreciation. Investments include replacing 1,000 miles of 

aging interstate pipeline, upgrading compressors along the pipeline system, and increasing system 

reliability and maintenance capabilities. As previously announced, the settlement would come with a 

$25 million annual refund to customers starting in 2014. A $50 million refund was recorded as a 

charge in 3Q12 towards the 2012 and 2013 years. The settlement should be earnings-accretive in 

2014, and cash-accretive in 2015.

Over the longer term, there are opportunities to expand the settlement plan beyond the initial 5-year 

period to include a total of around $4 billion in capex over a 10-15 year period.
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NI: Divestiture of Non-Core Gas Retail Services 
Announced

Stock Rating/Industry View: Overweight / Positive 

Price Target: $27 

Price (31-Jan-2013): $27.03 

Potential Upside/Downside: 0%

Ticker. Nl

On January 31, NI announced the sale of a portion of its non-core Natural Gas Distribution retail 

services business for around $120 million to AGL Resources. The sale encompasses the ESP and 

Columbia Retail Services businesses, which provide appliance repair services and line protection 

insurance for residential and small-business gas utility customers. We believe the divestiture of the 

non-core assets for NI would allow the company to further invest in its core utility and infrastructure 

businesses.

We expect no significant earnings impact for NI in 2012 and 2013. However, the proceeds from the 
sale could potentially offset the size of the equity offering expected in 2015. In our view, Nl could 
apply the proceeds towards its $1.5-1.8 billion annual infrastructure investment plan.
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NiSource, Inc.

NIPSCO Files 7-Year Electric Plan
Stock Rating/Industry View: Overweight / Positive 

Price Target: $32 

Price (24-Jul-2013): $30.59 

Potential Upside/Downside: +5%

Ticker: NI

Proposal provides capex visibility through 2020 with tracker recovery

Last Friday, NIPSCO Electric filed a 7-year electric infrastructure development plan for approval 

in Indiana. The filing details the company's electric transmission and distribution spending 

program through 2020 which it expects to recover via the state's newly enacted utility 

infrastructure tracker law (S.B. 560). Under the legislation, NIPSCO would be able to recover on 

80% of approved TDSIC expenditures via a periodic tracker. The filing states that the annual 

revenue increase from the TDSIC program is below 2% each year.

The remaining 20% of capex under the spending program would need to be recovered under a 

general rate case proceeding, which NIPSCO is required to file before the expiration of the 7- 

year plan. We expect the rate case will be filed in the latter part of the 7-year timeframe (2017- 

2020). NIPSCO will be allowed to use a forward-looking test year in the general rate case, under 

S.B. 560. In the meantime, NIPSCO will continue to earn based on its authorized ROE of 10.2%.

NIPSCO's 7-year spending proposal is as follows:

NIPSCO 7-Year Capex Proposal in Filing ($ in miiiions)

Source: Company filings
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We still expect NIPSCO annual capex of $400-450 million

While the initial take from the chart would be that the program is heavily back-weighted with 

spending iighter in the front end, we expect overall capex at NIPSCO to remain at a steady 

$400-450 million run rate over the 7-year period. This is because the filing excludes a number of 

items, including:

Environmental: The lighter capex numbers in the program in 2014-2015 are made up by 

capital investments on Scrubbers at the Schahfer and Michigan City generating stations in those 

years which are not included in the filing, as they are already covered under the Environmental 

Cost Recovery Mechanism (ECRM), a separate tracker in Indiana.

MISO transmission: The filing also does not include two larger, FERC-approved transmission 

projects which are planned to fall within the 7-year timeframe. The 345Kv Reynolds-Topeka line 

represents $250-300 million in capex and the $765 Kv Reynolds to Greentown line represents 

$150-200 million in capex for NIPSCO.

Maintenance capital: NIPSCO expects maintenance capital to continue at around a $150 

million annual run rate.

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 objectivity of this report.

Investors should consider this communication as only a single factor in making their investment 

decision.

For analyst certifications and important disclosures including, where applicable, foreign affiliate 
disclosures, please click here.
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Natural Gas IQ: Recapping AGA Conf Take-Aways

Hie Natural Gas 10 is aimed a! dc\ elopments in the natural gas infrastructure 
space, and importantly, the implications for our pipeline equities.

Not to be lost in the final throes of the quarterly earnings season was our 
attendance at last week's American Gas Association's (AGA) annual Financial 

Forum. Over the course of the conference we had one-on-one or dinner meetings 

with the mostly US half of our sector coverage, including AGL Resources (GAS), 

Center-Point (CNP), National Fuel (NFG), NiSource (Nl), ONEOK (OKE), 

Questar (STR), Spectra (SE), TransCanada (TRP), and UGI Corp (UGI). We 

highlight our primary takeaways for each name on the following pages, but note 

three in particular relating to our three Outperform-rated names we met with:

• ONEOK (OKE, Outperform, $60 Target). On the heels of its recent IQ miss and 
stock slide, management was clear that at the time of its revised annual guidance in 

February that it fully knew how challenging 1Q13 would be (albeit made more 

complicated in that it doesn't give quarterly guidance), and that in effect it was on plan 
with annual guidance to maintain at least l.Ox cash coverage of its MLP distribution. 

The further implication is that the implied y/y ramp in midstream, volumes will itself 

see a strengthening through the year as assets recently placed in service April begin to 
ramp, and new assets come online 2H13 (e.g., Sterling 3).

• National Fuel (NFG, Outperform, $70 Target). Confirming that the pilot 
development (nine wells) in the WDA Rich Valley will happen this summer, but 

WITH flexibility is the full development program in 2014 or delineation of other areas 
(depending on results of pilot). Management is not looking to add a fourth rig in the 

Marcellus, but notes that come late 2014 it should have enough production and cash 

flow to support an additional rig at that time without extending its balance sheet.

• TransCanada (TRP, Outperform C$55 Target). TRP reaflinned its intent to work 
within the framework of the recent National Energy Board decision on the gas 

mainline rather than undo it (details of its recently filed Review and Variance are on 

page 7). We also got a better understanding of how Energy East, if a successful open 
season happens, would impact the mainline, as well as gained more confidence of 

TRP’s ability to use rolled-in rates in BC to support its $1 OB in ENG initiatives.

Gas Industry Snapshot

NYMEXNatural Gas 12-Mo.Strip($/mmbtu): $4.17

Weekly Change l.?%

YTD Change 14 1%

NYMEXCrude Oil 12-Mo. Strip (Stobl): $93 31

Weekly Change ■1.0%

YTD Change 0 1%

Natural Gas Liquids (>10% etnane. $/gal): $0.83

Current S Correlation to Spot Crude Oil 37%
Weekly Change •18%

YTD Change ■ 11.?%

Processing Frac-Spread (Gulf Coast. $/gal). $0.50

Weekly Change -?•»%
YTD C'erige •22.?%

LNG U S. Imports (monthlyavg, Bdfd): 0.12J
Monthly Change

5 6%™

Y-o-Y Change -63 5%

Natural Gas in Storage (Bcf); ♦88 to 1.865

Vs this vmeK last year ♦30 to 2.602

Vs. tills yieek S-yr ovg ♦69 to 1.964

Natural Gas Directed Rig Count -4 10 354

Weekly Change ■1.1%

Y-o-Y Change -•11.7%

Stock Performance: Weekly

US Gas Dversifieds 0 1%

US Gas Udities ■1.2%

Canadian Pcelnes ■1.1%

Canadian tncorre 2.6%

UTY (Rntadeiphia Utility tide*) ■2.0%

XOP(SSP E&PSFCR) 0.2%

OSX (CM Serv ce Index) 0 6%

S4P500(SFX) 1.0%

10-Year US Treasury Yeld 6 7%

Stock Performance: YID

IS Gas Oversrfieds 17.6%

US Gas Utilities 14.6%

Canadian Rpehnes 6 7%

Canadian tneevre 4.9%

UTY (Rifodetprna UUily Index) 12.6%

XOPfSAPEiPSPCR) 9.6%

OSX (Oil Service index) 17.7%

SSP 500 (SFX) 14.6%

10-Ycar US Treasury Yield 7.9%

At data priced as of close May 14. 2013 in US$
Source Btoorrtterg. BA, Waterborne. Baker Hughes. Ratts. Corrpany data

Refer to pages 28 to 29 for Important Disclosures, including Analyst's Certification.
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AGL Resource (GAS, Underperform, $43 Price Target)
Mgmt: John Somerhalder (CEO), Drew Evans (CFO), Steve Cave (Treasurer), Bryan
Seas (CAO)

• Looking for catalysts to a return the stock to outperfomiance. we note a regulatory filing at 

Nicer would occur by January 2014. Given an 11-month statutory process, this would put 

new rates into effect for 2015, aligning with the acquisition stipulation of a three-year stay- 

out (ending 2014). That said, GAS is closely watching potential depreciation legislation 

that could potentially reduce DD&A expense (NICOR has a 4.1% DD&A rate, or -25 year 

asset life, versus 2.5% for AGL’s broader system average), boosting in turn the Illinois 

utility’s ROE and making a rate case filing moot for return purposes (although rate 

structure, such as weather normalization, could still be pursued). We would note that while 

lower depreciation expense would help EPS, it would not affect EBITDA, and thus has a 

tempered impact on our valuation (which is based on a mix of relative P/E and sum-of-the- 

parts EV/EBTIDA).

• The SE-led $1 billion Renaissance Pipeline project remains in discussion with potential 

shippers in addition to AGL as the anchor, which may also own an equity share. We should 

hear a final investment decision in 3-6 months in order to meet the targeted 2017 in service.

• The storage market remains weak with current rates ranging S0.04-$0.08/mcf per month 

(dependent on location) and management does not expect a more balanced market until 

2015/2016 (a view wc share). In the interim, the company is evaluating the potential to 

repurpose some of its gas storage for other products, ranging from propane to crude, 

although the likelihood is less repurposing (due to costs) and more possible the addition of 

new adjacent caverns that would leverage surface infrastructure already in place.

• We don't see the company aggressively in the M&A market at this point given both sector 

valuation and NICOR digestion, although we would note that, given its larger scale, 

regional barriers are not overly critical: a lot can be accomplished with the right density, 

meaning any utility with a customer count greater than 0.5 million would likely be 

intriguing, whether or not GAS already operates in the region.

CenterPoint (CNP, Market Perform, $25 Price Target)
Mgmt: Gary Whitlock (CFO), Scott Prochazka (COO), Mark Kilbride (Treasurer)

• CNP reiterated that its new NewCo MLP joint venture will be dilutive to 2013 EPS by 

$0.05, but with the expectation that such impact should taper in 2014 with the early 

realization of up to $50 million in cost and revenue synergies, inflecting into EPS accretion 

in 2015 as full synergies are achieved. We had calculated S0.05 of dilution with the 

modeled synergies, which implies that our 2015 EPS estimate of SI.33 could be 

conservative by a nickel (but in line with consensus of SI.40).

• The NewCo MLP IPO will likely raise some $300-S500 million of new proceeds (typically 

15% of targeted market cap), with the range dependent on the partnership’s needs for cash 

with respect to timing of growth projects. Notably, CNP’s proceeds from the public 

offering will be prioritized into: 1) regulated investments, where CEHE expects to grow 

rate base by 5% and the LDC by 7% over the next several years: and 2) dividend growth.

• Management was clear that, with the MLP, its capital allocation calculus has changed, and 

while that no decisions have been made, the company now has greater flexibility with 

respect to its dividend and dividend payout ratio, raising our confidence that the rate of 

dividend growth will increase from the most recent 2% rate to a level closer to 5%.

Page 2 May 14. 2013
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• The managements of both CNP and OGE are currently evaluating leadership positions^ 

the NewCo MLP from both internal and external candidates, with announcements wr 

expect in the next 30 days or so.

National Fuel Gas (NFG, Outperform, $70 Price Target)
Mgmt: Ron Tanski (CEO), Dave Bauer (CFO), Matt Cabell (VP, Seneca), Anna Marie
Cellino (President, LDC)

• We confirmed the recent increase in FY2013 production guidance is driven entirely by 

better performance at Tract 100. This was also accompanied by an increase in capex 

guidance to $525-$585 million, up about $35 million at the midpoint, to accelerate 

completion of Tract 595 wells, which were previously uneconomic (meaning below NFG's 

double-digit hurdle rate) owing to lower natural gas prices. These wells, in turn, are 

expected to flow mostly in FY2014, thus driving the 4% improvement in production 

guidance of 132-142 Bcfe for the year.

• Recent well results at Rich Valley in the western Marcellus (WDA) of 7 Bcf EUR have 

now improved EUR expectations in this specific region to 5-8 Bcfe. Seneca expects to 

advance its pilot development program in Rich Valley with two wells currently drilled, 

with an additional seven wells planned for FY2014. The acceleration of this pilot program 

is currently limited by gathering capacity and the maintenance of a three-rig drilling plan, 

but production upside could be had with favorable test well results and improving gas 

prices. Importantly, as these wells commence generating cash flow, Seneca could support 

the addition of a fourth rig as early as mid-FY2014.

• Delineation of the WDA is also under way with two drilled wet gas wells at Owl’s Nest and 

a dry gas well at Ridgeway; well tests results should be available this summer. Furt 

delineation of the Utica is also in Seneca’s near-tenn plans with a well result from 

Mount Jewett area expected by late fall/early winter (early FY2014).

• Despite rates being unchanged since 2007. the New York Public Service Commission 

(NYPSC) is currently evaluating retroactive review of the Utility’s returns as the last three 

years of the NY utility has averaged 11% ROE versus its allowed 9.1% ROE (although 

such claw-back is limited to 12 months). Of note, the NYPSC has struck customer sharing 

mechanisms with other state utilities, and management is hopeful such a settlement can be 

achieved here as well. While it remains too early to determine the impact, NFG estimates 

$0.03-$0.05 annual earnings impact for 100 basis points of ROE, in effect putting $0.05- 

$0.10 of EPS risk into our FY2014 estimate of $2.87.

NiSource (Nl, Market Perform, $31 Price Target)
Mgmt: Bob Skaggs (CEO), Steve Smith (CFO), Glen Kettering (VP, Corp Affairs),
Jimmy Staton (Pipes CEO), Joe Hamrock (LDC CEO), Jim Stanley (Electric CEO)

• The Indiana governor recently signed the respective legislation approving a tracking 

mechanism for electric T&D modernization (e.g., transformers, poles, lines). As such, NI 

plans to file its seven-year plan by mid-year, with the expectation to have it in place by 

year-end 2013. While our general expectations was that this wouldn’t kick in until late 

decade, early investment dollars could start flowing in 2014, although it should start 

relatively small and ramp over time for a reaffirmed total investment of $3-$4 billion. 

Overall, the Electric business is expected to maintain its annual $500 million capex 

spending over the next decade (more than double its $225 million depreciation), and this 

modernization program effectively confirms an extended life and growth rate. Moreover

Page 3 May 14. 2013
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the tracker, which correlates to NI’s allowed 10.2% ROE, gives 80% recovery, with 20% 

deicrred to presumably be pursued under a general rate case once the first seven-year 

period concludes.

• Although management’s view of an MLP remains the same (meaning highly unlikely with 

respect to legacy assets), it did acknowledge that the opportunity remains open with respect 

to its growing midstream business. On that front, new midstream-related EBITDA in the 

$70 million range was identified as the fulcrum where such discussion becomes more 

relevant, but at present not "front of mind.”

• Currently, there are no ethane rejection concerns with respect to btu content on any of NTs 

pipes; management estimates it sees about 12-24 months of running room. Over that time, 

there should be additional infrastructure built in order for capacity to remain well matched 

with production growth, keeping concerns at bay should ethane reject persist.

• Management is evaluating an opportunity on Columbia Gulf, where open capacity exists, to 

isolate one of the lines and effectively turn it into a high-btu rich gas transporter, helping to 

move dissolved NGLs from the infrastructure-constrained Marcellus to the Gulf Coast 

region. Early stages, but such a debottlenecking could potentially be done at relatively 

minimal investment cost in the $200 million range.

• Regarding its Utica E&P joint venture interest, Hilcorp has advanced from the 'science' 

stage, with seven wells now drilled. Additionally, Hilcorp has expanded its acreage position 

by 30%-40% since the project’s original announcement. As such, NI continues to anticipate 

additional lateral needs in the Utica, leveraging off of the Pennant JV, above the 

$300 million gross investment for phase 1. Each lateral opportunity should total about $10- 

15 million of investment at consistent mid-teens returns.

ONEOK (OKE, Outperform, $60 Price Target)
Mgmt: Pierce Norton (VP, Commercial)

• On the heels of its recent quarterly weakness and stock reaction, management was clear that 

at the time of its revised guidance in February that it knew how challenging 1Q13 would 

be, and that, in effect, it was on plan. The implication is that the implied ramp in volumes 

will see a much stronger year-end (4Q13 over 4QI2) growth rate relative to IQ or the 

average growth through the year as assets just placed in service April begin to ramp, and 

new assets come in 2H13 (c.g.. Sterling 3).

• The NGL optimization business was effectively zero in IQ13, tracking the $0.01/gal ethane 

price spread between Conway and Mont Belvieu (as a physical day-to-day business it is 

highly unlikely for its margin to go negative), implying the NGL marketing business was 

effectively zero in 1QI3. creating a hard baseline in which to grow from. Although the 

optimization business is expected to decline over time as capacity is transferred to fee- 

based business, we do anticipate a sequential uptick as the ethane spread has averaged 

$0.07/gal 2QTD, and believe more opportunities could arise in 4Q13 with the in-service of 

the Sterling 3 pipeline.

• OKE continues to see ethane rejection on its systems, as expected through the year. While 

its Rockies assets used to receive ethane volumes, OKE's Bakken assets have never 

recovered ethane (nor do growth projects assume as such to gain board approval). If the 

geographic spread widens as it has in 2Q, then ethane rejection can be tempered, as it 

creates empty pipeline space that the company can then remarket for its own account.

Page 4 May 14. 2013
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• OKE currently has acreage dedications from 3 million out of the 5 million total developa^B 

land in the Bakken for its gas midstream operations. With an additional 1 million handlea 

by the respective E&P producers (mainly Continental), 1 million remains up for grabs with 

prime competitors being Targa and the new CNP/OGE MLP joint venture. Notably, OKE 

sees most of its growth as organic in the Bakken.

Questar (SIR, Market Perform, $25 Price Target)
Mgmt: Ron Jibson (CEO), Kevin Hadlock (CFO), Allen Bradley (CEO Pipes), Craig
Wagstaff (COO Questar Gas)

• STR remains highly focused on maximizing shareholder value through the strategic review 

of repurposing the Southern Trails natural gas pipeline to crude oil. The company is 

currently in the second phase of the bidding process, which includes detailed due diligence 

(i.e., data room access). Final binding bids are due by late June, with a review in July 

followed by the board’s decision. While this places the time frame closer to 2Q results, any 

decision would be material enough to press release on its own. Management was clear that 

all options remain on the table, although we continue to believe that if the price is right, an 

outright sale of the project could occur. Importantly, use of proceeds in such a scenario 

would first go to support growth investments (e.g., acquisition of properties under Wexpro 

II), followed by dividend growth and share buybacks. Given break-even EBITDA and book 

value of only $100 million, any incremental project is expected to be value accretive, of 

which we currently ascribe after-tax equity value of ~$350 million (~$500 million gross) in 

our $25 price target.

• Given the recent approval of Wexpro II, STR is seeking ways to replicate the success of the 

Wexpro framework in other jurisdictions beyond its Utah and Wyoming footprinta| 
Management stated the key to getting regulatory buy-in in different states would bcV 

illustrate the long-term benefit to customers of having a portion of natural gas supplies 

coming from a cost-of-service vehicle like Wexpro II, which would benefit not only LDCs, 

but also small scale regulated power generators. In effect, it becomes a long-term hedge on 

market prices. Such opportunities could be more conducive in the West, in our opinion, 

given other similar utility arrangements, and overall regulatory culture. Importantly, 

management sees this opportunity as accretive to its long-term 4%-6% EPS growth rate.

• STR continues to advance its Questar Fueling initiative and the company now owns the 

largest compressed natural gas (CNG) fueling facility in the United Texas, located in 

Houston, Texas. The market for CNG has advanced rapidly over the last few years and the 

competitive landscape will likely change with new formidable entrants such as Chevron 

and Shell. That said, STR still expects Questar Fueling to add a few cents in annual EPS. 

but doesn’t see Questar Fueling as an emerging business that will ultimately have the scale 

to be a fourth business segment.

Spectra Energy (SE, Market Perform, $31 Price Target)
Mgmt: Pat Reddy (CFO)

SE’s 2013 annualized EBITDA for the Express-Platte system has moved to the 

$145 million level a year earlier than expected, effectively shaving over a multiple point 

from the December purchase price. The increase is in part driven by higher utilization of 

the Express pipeline to 80% from 70% as higher refinery runs of Bakken crude has sought 

higher netback markets via rail. As well, the increase stems from early contract maturities 

moving to spot tolls, which have moved to a premium versus initial estimates. Over t0^^
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next two years even more contracts expire (with the bulk in 2015), and if such dynamics 

persist then the aforementioned EBITDA effectively becomes the new baseline.

• The gas utility remains in constructive discussions with customers and Ontario Energy 

Board over entering into a new multi-year rate framework. Management believes it will 

have more clarity in the coming months, and if a settlement can’t be reached the company 

will simply revert to the traditional single-year, serial rate case Tiler with the primary goal 

of raising the utility's equity layer to 40%, from 36% currently.

• Empress remains in a state of strategic review, and management reaffirmed a decision is 

still expected mid-year in the June/July time frame. We continue to believe any resolution 

that gets Empress off the books—even though now fully expected—to be a positive one.

• Details on the bidding process for a Florida pipeline and the AIM expansion could 

potentially be known mid-summer (July/August), while the SI billion-plus Renaissance 

pipeline could be firmed up in 3Q13. All throe projects represent upside option value to our 

$31 valuation.

TransCanada {TRP, Outperform, C$55 Price Target)
Mgmt: Steve Clark (VP, Gas Pipes)

• 1 RP reaffirmed its intent to work within the framework of the recent National Energy 

Board (NEB) decision on the natural gas mainline rather than undo it. Most of our focus 

was spent on better understanding the recently filed Review and Variance (R&V) of the 

NEB decision. There has been no early reaction at this point from the NEB (it’s not 

uncommon for it to go dark after a major decision), but TRP believes its requests do not 

amount to “a big stretch.” Of note, the R&V has the following elements:

1. Higher toll to avoid deferrals. Given that the calculus behind the decision's C$1,42/gj 

long haul toll was not clearly spelled out, TRP is asking for a slightly higher toll of 

CS1.52/gj. which it still sees as being in the competitive spectrum (even if at the upper 

end). The delta is meant to combat a C$95 million annual shortfall, which extends 

through 2017, and is recouped through a Tong Term Adjustment Account (LTAA), 

which works like a second rate base that collects its cost of capital but grows like non 

cash AFUDC (and which management effectively sees as imprudent). Alternatively, 

TRP has suggested keeping short-haul rates unchanged (normally they would move 

down in lockstep with long-haul rates), in which case the LTAA deferrals could be 

eliminated with a lower long-haul rate in the C$1,50/gj range. Timing??

2. Improved flexibility. TRP is asking for the elimination of certain diversion processes, 

which would eliminate gaming of the system (e.g., shippers not indicating their future 

intent to hold or release capacity) and in turn allow TRP to provide new shippers 

incremental service via long-term firm commitments.

3. Delayed timing. TRP is asking for delayed implementation of the new tolls, to 

November 1.2013 from July 1,2013 both due to the vast number of tolls that still need 

to be recalculated, but more in our opinion due to the better alignment of market-based 

short-haul rates with the relevant winter season demand period.

4. Cost abandonment TRP is asking for mechanisms to implement a surcharge to 

recover unplanned costs (i.e. abandonment costs), a regulatory decision that came out 

after the filing of the mainline rate case.
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• Should the Energy East open season prove successful, TRP expects that it would reopeiM 

new regulatory framework by the NEB. The asset base from the gas line would come out m 

stages, with the last section being the North Bay shortcut likely in the spring of 2016. At 

this point the timing of such a new mainline review is highly uncertain, and largely depends 

on how successful TRP would be in simplifying its contracts with its shippers, but it has the 

potential to take as long as the two-year regulatory review of Energy East itself.

UGI Corp. (UGI, Market Perform, $42 Price Target)
Mgmt: John Walsh (CEO), Kirk Oliver (CFO)

• UGI reiterated its target long-term EPS growth rate of 6-10%. With respect to EY2014 

earnings, 3-4% of the growth is coming from organic growth projects, with the balance 

coming from the collective of APU growth, the Poland LPG acquisition and Auburn IE

• Management reaffirmed the return of earnings power in FY2013 owing to normal weather. 

While lower cost of wholesale propane helped results during the quarter, the company 

underscored that the bulk of the rebounding earnings also came from continuing margin 

management rather than a parachute effect from declining wholesale propane prices during 

the heating season. Importantly, UGI also reiterated that its internal forecasts are done 

independently from a propane price outlook, and it pointed to its ability to expand margins 

over the last decade despite the volatility with wholesale propane. While the company does 

not explicitly hold a proprietary view on propane prices, management expects robust NGL 

supplies to continue to weigh on wholesale prices, which it sees as a positive for secular 

retail propane demand.

The Heritage integration remains on target and management now expects to achieve jj 

minimum of $60 million in synergies. While the company does not currently prov 

visibility on synergy upside, it believes that further cost management and network logisti? 

could add a meaningful incremental uplift. Importantly, after the integration is complete, 

AmcriGas (APU) expects to have the balance sheet to resume its 20 million gallons per 

year acquisition program.

e a_

• UGEs power marketing operations were a minor contributor to strong quarterly Midstream 

and Marketing results as margins were squeezed from higher costs. Management does not 

expect to grow this business to compete with larger players and would be amenable to 

selling Hunlock and even divesting its small electric utility for the right price.

• Auburn II remains in the field execution phase and the company expects to have a seamless 

regulatory process. Importantly, management noted that stronger gas prices have started to 

change the tone of Marccllus producers, which could present new opportunities including 

the possibility of an Auburn III project on the horizon.

• Management expects to initiate investments in a new gathering system sometime in 2014 as 

part of its upstream joint venture with Tenaska. UGI expects to spend approximately 

$25 million annually to build gathering systems over the next few years.
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Exhibit 1: North American Pipelines Coverage Universe

Comoanv Tickar FYE Retlno

Price

Target

Price

05/14/13

Shares

O/S
(mm)

Market

C.plmm)

Enterprise 

Value (mml

Indicated Dividend

2013E 
$ Payoul Yield

Nei Tot

Debt/ SAP

Cap Paling

Potential

Price

Indicated

Div

Pole nl nJ 
Total

Abe* Yield Return

BMO North American Pipeline •overage Universe

U S. Commoditv Sensitive last

Enoryen Corp ECU Oee MKT S54 61 34 n 1 $3,703 $5,659 $0.58 186% 1.1% 338% SBB 5 2% 1.1% 6 3%
National Fuel Cas Com party NFG Sep OP i/0 62 61 833 $5 233 $7,004 $1 46 47 9% 2 3% 384% BPS U 4% 2.3% 13 8%
Oneok Inc. OKE Oee OP $60 46 60 206 1 $9 966 $16,166 51.44 79 IS 3 0% 72 2% BBS 23 5% 3 0% 26 4%
Speoue E0*1 By SE Doc MKT $31 31.17 652 9 $20 350 $34 901 $1.22 78 1% 3 9% 56 4% B0B« -0 5% 3 9% 3 4%
WtAiems Cos WM8 Dec OP $41 36 6 3 626 5 $22 947 $38 023 $1 36 137 5% 3 7% 69 7% see. 11.9% 3 7% 15 6%

Avereoe $103,773 71.9S • 2.8% 64.1% 103% •2.8% ti.tU

II S Ret Mhlifiet

AGl Pesourttslnc GAS Dec UNO $43 43 61 117.5 $5 146 $9,687 St.66 71.1% 4 3% 53.6% A- • 1.8% 4 3% 24%
C«nae<Poira Eneiyy CNP Dec MKT $2$ 24 13 427 4 $10,313 $14 843 $0 S3 68 0% 34% 59 6% A. 3 6% 34% 7 0%
NiSouice Inc N1 Dec MKT S31 29 09 264 9 $8 288 $16 915 $0 96 61 4% 3 3% 60 3% B8B- 6 6% 3 3% 9 9%

Ovewer Coro STR Dec MKT $25 2S2S 176? S4 499 $6,010 $0.72 61.7S 2.9% 55 7% A • 1.0% ?9% T 9%

UGt Coro UGI MKT $4? 40 S? 1123 $4 558 $8 093 $106 44 2% 2 7% 58 4% A- 3 5% 2 7% 62%
Ay»nn» $32,696' 61.3% 3.3% $7.8% ' 2-2% 33% 6.5%

ranAHken Pir*#%*

Enbrriye inc ENB Dec OP $54 47 43 7996 $37,923 $66 557 $1 26 88 0% 2 7% 661% A- 13 9% 2 7% 1$ 5%
TfAnnreruirlA Cnrn TRP Dec OP $55 49 44 704 9 $34 887 $63449 ST 84 77 3% 3 7% 55 1% A- T1 2% 3 7% IS 0%

Av*l*D* $72.77$. . $130,007 72.6% 3.2%. 60.1% •• 12J‘A 3.2*/. 15-7%

Cenatfian Ineoma*

AJIbGas ALA Dec OP 140 36 96 104 5 $4,071 $7,41? $1.50 TOO 0% 3 9% 48 2% eea 2.7% 3 9% 6 5%
Enbriflye Income Fund ENF Dec; MKT $26 26 09 51 7 $1,349 $1,349 $! 34 83 3% 5 1% 0 0% • -0 3% 5 1% 4 8%
G'Oscw Eneryy GEt Dec MKT $?B 26 65 M69 $3,168 S3.746 $1.10 89 5% 4 1% 37 6% • 5 1% 4 1% 0 2%
Inlar Pipet»e Puna ipi Dec MKT $26 24 23 270 6 $6,556 $10,601 $1.11 103 9% 4 6% 05 5% Bee- 7 3% 46% 11 9%
Keyera KEY Dec MKT $60 61 90 77,1 $4,773 $5,808 $2 16 102 5% 3 5% 46 3% - •3 1% 3 5% 0 4%
Pembme Pipeline Corp PPL Dec MKT $34 34 36 288 7 $9,925 $12570 $1 62 223 8% 4 7% 35 6% 888 •1.1% 4 7% 36%

Vntener VNR MKT $i/ 16 21 37 b $809 $782 $1 00 119 0% 62% •1 9% B8B* 4 9% 6 2% 11 0%
veresen VSN Dec OP $14 13 40 T96 6 $2 635 94 ?X $1 oo 501 4% 7 5% 45 7% fiHM 4 5% 75% 11 9%

Avereoe $33,668 $46303 1864% 4.9% 34.6% 2.6% 4.9% 7.4%

Source: BMO Capital Markets estimates, company data.

Page 9 May 14, 2013



BMP Capital Markets

GAS-ROR-OIO
Attachment F

North Afi^feSfriPipelines

Exhibit 2: BMO North American Pipeline Comparative Valuation - Estimates

Ticker
Price Dividend Operating EPS Operating CFPS EBITDA

Corfipany 2012A 2012A ' 2015E 2012A 2013E 2014k 2015E
BMU Worth American Pipeline coverage Universe

U S. Commodity Sensitive
enargen v^ocp $11.30 S1T59 $12.76 $683 Vib-t M.un $1,013
National Fuel Gas Company NFG 62.81 2.3% $2.58 $3.05 $2.87 $2.68 $7.48 $8.53 $8 07 $8.23 $727 $835 $897 $912
Oneok Inc. OKE 48.60 3.0% $1.69 .$1.82 $2.12 $2.45 $6.55 $8.51 $9.97 $11.21 $1,583 $1,645 $2,008 $2,275
Spectra Energy SE 31.17 3.9% $1.43 $1.56 $1.60 $1.75 $2.72 $3.21 $3.19 $3 22 $3,087 $3,311 $3,407 $0
Williams Cos WMB 36.63 3.7% $1.11 $0.99 $1.44 $1.61 $2.99 $3.25 $3.94 $3 89 $2,556 $2,742 $3,528 $3,874

Average 2.6%

U,S. Utilities
AGL Resources Inc 43.81 C3% $2.72 $2.92 $7.89 $b.4S $6.67 $6.65T- $1,034 $17124 $1,148 $1,186
CenterPoim Energy CNP 24.13 3.4% $1.25 $1.22 $1.24 $1.33 $4.18 $3.92 $3.74 $3.85 $1,912 $1,901 $1,832 $1,895
NISourcc Inc Nl 29.09 3.3% $1.44 $1.56 $1 65 $1.76 $4.31 $4.20 $4.01 $4.17 $1,615 $1,785 $1,905 $2,053
Ouestar Corp STR 25.25 2.9% $1.19 $1.17 $1.21 $1.24 $2.96 $2.44 $2.39 $2.44 $568 $570 $582 $598
UGI Corp. UGI 40.57 2.7% $1.79 $2.44 $2.70 $2 82 $4 19 $4.84 $5.03 $5 16 $824 $1,172 $1,261 $1,303

Average 3.3%

Canadian Pipes*
tnDndge Inc. $4.50 $4.94 $2,390 $4,136 $5,211 $5,814
TransCanada Corp. TRP 49 44 3.7% $1.89 $2.38 $2.59 $2.75 $4.61 $522 $5.36 $6.01 $4,204 $5,081 $5,407 $5,922

Average 3.2%

Canadian Income*
AltaGdS ALA 38.56 X9% $1.55 $2.0 $2 67 $Xbl $196 $4.37 $330^ $535^------$590 Stag
Enbndge Income Fund ENF 26 09 5.1% $1.48 $1.60 $1.34 $1.07 $1.48 $1.60 $1.55 $1.35 $60 $90 $92 $93
Gipson Energy GEI 26 65 4.1% $0.97 $1.23 $1.26 $1.33 $2.26 $2.75 $2.83 $2.85 $318 $410 $426 $450
Inter Pipeline Fund IPL 24.23 4.6% $1.02 $1.07 $1.15 $1.33 $1.56 $1.59 $1.69 $1.97 $617 $651 $746 $862
Key era KEV 61.90 3 5% $1.95 $2.11 $2.34 $2.79 $3 48 $3.91 $4.53 $5.19 $308 $364 $406 $473
Pembina Pipeline Corp PPL 34.38 4.7% $0 84 $0.72 $0.94 $1.21 $1.81 $1.67 $1.97 $2.28 $539 $651 $792 $907
Velener VNR 16.21 6.2% $0.81 $0.84 $1.02 $1.08 $1.03 $0.95 $1.12 $1.18 $40 $56 $62 $65
Veres en VSN 13.40 7.5% $0.20 $0 20 $0.25 $0 29 $1.05 $1.11 $1.14 $1.15 $272 $294 $306 $313

Average 4.9%

Source: BMO Capital Markets estimates, company data.
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Exhibit 3: BMO North American Pipeline Comparative Valuation - Metrics

Company_______________________ Ticker ^oiza

BMO Nonh American Pipeline Coverage Universe

P/E 
~20T3E— •2BT3E------ 2I3T5E"----- 7DT25T

TEV/EBITOA
“2013E------ 2014E 2015E

P/CFPS CF Rel
“20T3E------ 20T3E------ 2DT5E" —2012A------20i3E

tnergen Uorp EGn TO* 14.9x 14.0k 19.4* s.yx mr b ox 4.5* 4.0k J. /X To* 13 2% 16.4%-------1
National Fuel Gas Company NFG 24.3k 20.6k 21.9k 23.4* 9.6* 8.4k 7.8k 7.7k 8 4* 7.4k 7.8* 7.0k 7 4% 6.5%
Oneok. Inc. OKE 28.7x 26 7k 23.0k 19.9* 11.5* 11.1k 9. lx 8.0x 7.4k 5.7x 4.9* 4.3* 1.4% 4.6%
Spectra Energy SE 21.8* 20.0k 19.5k 17.8k 11.3* 10.5* 10.2* NM 11.5* 9.7x 9.8x 9.7* 4.9% 5.9%
Williams Cos WMB 33.0x 37.2k 25.5* 22.7k 14.9* 13.9* 10.8k 9.8* 12.3* 11.3k 9.3* 9.4k 4.1% 6.5%

Average 24.8k 23.9k 20.8x 20.6x 10.7k 10.0x 8.6k 7.8k 8.6x 7.6x 7.1x 7.0* 6.2% 8.0%

U.S. utilities
Aui Resources ioc GSS 1 /.8k 1b.b* II?. IX rs.Ox 5 6* G.ox a.6x b.4x 9.9% b 4%
CenterPoint Energy CNP 19.3k 19.6k 19.6k 18.2x 7.8k 7.8k 8.1x 7.8k 5 8k 6.2* 6.4* 6.3* 10.5% 10.7% 1
NiSource Inc Nl 20.2» 18 6k 17.7k 16 6* IO.Sx 9.5* 89k 8.2* 6 8* 6.9* 7.2* 7.0* 8.8% 8.9%
Questar Corp STR 21.1k 21 ,6k 20.9* 20.3* 10.6* 10.5* 10.3k 10 0k 8.5* 10.3x 10.6* 10.4* 7.9% 5.8%
UGI Corp. UGi 22.7k 16.6k 15.0* 14.4* 9.8k 6.9k 6.4x 6.2k 97k 8.4* fi.1* 7.8* 7.1% 6.8%

Averaae 20 2x 18.6k 17.8k 16.9x 9.6k 8.7x 8.4x 8.1x 7.3x 7.7x 7.8x 7.6* 8.9% 7.7%

Canadian Pipes’
cnonage irtc. ENB 29.3k 19.9k 16. ix
TransCanada Corp. TRP 26.1k 20 8k 19.1k 17.9k 15.1* 12.5* 11.7* 10.7x 10.7* 9 5* 9.2* 8.2* 7.6% 8.8%

Average 27.7k 23.2x 20.6k 18.9x 19.1x 14.3x 12.3x 11.Ix 106k 10.5* 9.4* 8.7* 7.1% 7.4%

Canadian Income*
Atta^as ADV 33.9k 26.0x 21.0k 18.3k 22.5k 14.b* 12.6k TTTok 14.6* 10.8x 978k fTS* 6.5% 8.3%
Enbndge income Fund ENF 17.6k 16.3k 19.5k 24.5x 22.6k 14.9k 14.7k 14,6* 17.6* 16 3* 16.8* 19.3k 5.7% 6.1%
Gibson Energy GEI 27.4k 21.7k 21 2* 20. Ox 11.8k 9.1x 8.8k 8.3x 11.8* 9.7* 9.4k 9 4k 6.7% 8.4%
Inter Pipeline Fund IPL 23. 7k 22.7k 21.1k 18.2k 17.2k 16.3* 14.2k 12.3* 15 5* 15.2* 14.3k 12.3k 5.8% 6.0%
Key era KEY 31.fix 29.4k 26.5* 22.2x 18.8* 15.9x 14.3* 12.3* 17.8* 15.8* 13.7k 11.9k 4.5% 5.9%
Pembina Pipeline Corp PPL 41.1k 47.5* 36.7* 28.5k 21.3* 193* 15.9* 13 9* 19.0* 20 6* 17.5* 15.1* 5.1% 4.7%
Vaiener VNR 20.0k 19.3k 15 8* 14.9x 19.4* 14.0* 12.6x 12.0* 157* 17.1* 14 5* 13.7x 3 9% 6.5%
Veresen vSn 68.1x 67.2k 53.8* 46.6x 15.6* 14.4* 13.8k 13.5* 12.7k 12.1x 11 8x 11.7* 7.6% B.0%

Averaae 33.0k 31.3k 26.9k 24.2k 18.6x 14.8k 13.4x 12.3x 15.6k 14.7x 13.5x 12.8x 5.7% 6,7%
' AI Cota nCS unless other* se Mcated 
" operatevg cash flow loss iminlenance capHal. shareholder cash available for dvdend or growth imveslrrent

INDUSTRY COMPS'

ndustry Comps
U.S. Commodity Senative

Average 1605.951 •- 25.2x 20.7x 17.3x. 9.5* 8.3x 7.4X 12.Ox 9.7x: . . 7.4x 6.3x

U.S. Gas Utilities
Average' 18.6x • 18.3x 16.9x • 16.3x. 8,8x 8.4x:! 83*c 12.2x 16.7x 9.7x 8.8x

U.S. Master Limited Partnerships
Average 34.4* 26.3x 22.5x 21.2x 12.1x 10.4x 9.5x 12.7x 12.6k. >,11.4x 9.6x

U.S. Regulated Electric Utilities
Average 27.3x 16.7k 15. 7x 14.9x- 10.0k 8.4x 7.9x 7.6x 6,8x 7.9x. 7.6k 7.4x

Canadian Income’
Average O.Ox 10.3x 14.6x 11.5x 11.9x 11.9x 12.9x 12.4x 3,8* ll.lx 12.Ox 12.1x

Other Canadian Pipelines & Utility’
Average^ 29.6x: 33:3x 25.1x 26.4k • 11,9x 9.5x 8.6x 7.7x 12.Ox 8.6x . 7.9x 7.5x

Source: BMO Capital Markets estimates, company data.

*
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Exhibit 5: N. America Pipeline Days To Cover

Exhibit 9: 2-Week Relative Change in Days

Exhibit 7: 2-Week Absolute Change in Days

Source: BMO Capital Markets estimates, Bloomberg.

’ Last available update: May 2, 2013. Short interest is defined as absolute short volume divided by public float.
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Earnings i
Exhibit 10: BMO Capital Estimates vs . Consensus

2013E Year-Over-Year Growth

2012A 1QE 2QE 3QE 4QE 2013E 2014E 2015E "12 vi’13 •13 vs.-14 •14 vs'15
u.b. lommoO'tv sensove iJ IS jm $0.70 bU $1.00 53 45 $3.66 —5T55------------ 9.5% ~ 6.1% -27.7%'

Consensus $0 65 50.59 SO 92 S3 31 S3 96 S4.40 4 9» T9 7% 11.2%

NFG $2.58 $0 81 $1.02 SO 65 $0.57 $3 05 $2.87 $2 68 18.0% -6 0% -6.5%
Consensus SO 62 $0 56 $3 01 $3 13 S3 28 16 4% 3 9« 5 0%

OKE $1 69 $0.54 $0.35 SO 36 $0.57 $1 82 $2.12 S2 45 7.6% 16 3% 15.5%
Consensus $0.32 SO 33 $0 55 $1.76 $? 18 $2.62 3 8% 24 3% 19 8%

SE $1.43 $0.51 $0.35 $0 27 $0.42 $1.56 $1 60 $1.75 9.3% 2.2% 9 9%
Consensus SO 33 SO 30 SO 39 $1.53 $1.64 $1.76 6 8% 7 1% 7 6%

WMB $1.11 $0 22 $0.16 $0 19 $0.21 $0 78 $1.24 $1.61 -29.7% 56.0% 29.9%
Consensus SO 19 SO 21 SO. 26 $0.89 $1.32 $1.52 -20 6% 48 9« 16 2%

U-S. UtilitiesGAS *^.40 rm $0.35 $2 64 57T2 /,bYb
Consensus SO 28 SO 15 SO B9 $2.64 $2.76 $2.94 7.0% 4 8% 6 5%

CNP $1.25 $0.36 $0.26 $0.32 $0.28 $1.22 $1.24 $1.33 -2.2% 1.2% 7.3%
Consensus SO 28 SO 35 SO 27 $1.23 $1.31 $1.40 -1.8% 6 6% 6 9%

Nl $1.44 $0.69 $0.19 $0.19 $0 50 $1.56 $1.65 $1.76 8 5% 5 3% 6 7%
Consensus $0.25 $0 T5 $0.47 $1.55 $1.67 SI. 79 7.8% 7.5% 7 4%

STR $1.19 $0 41 $0.22 $0.17 $0.37 $1.17 $1.21 $1 24 -2.3% 3 6% 2.7%
Consensus SO 21 $0.17 SO. 36 $1.17 $1.26 SI.33 -2.0% 7 4% 5 7%

UGl $1.79 $0.90 $1.51 $0 05 -$0.02 $2.44 $2.70 $2.82 36 8% 10 6% 4 2%
Consensus SO. 07 SO 02 $2 47 S? 81 S3 16 38.1% 138% 12 6%

Canadian Pipes*
$1.62 $0.36 $1.85 S77T3 $2.39 14.6% 15 1% 1V9%

Consensus $0 39 S0.36 SO. 48 $1 83 $2.10 $2.48 13.0% 14 7% 18 4%

7RP $1.89 $0.52 $0.52 $0.59 $0.74 $2.38 $2.59 $2 75 26 0% 9 0% 6.2%
Consensus SO 50 $0.58 $0.60 $2.21 $2.52 $2 66 16 8% 13 9% 5 8%

Canadian Income*
rot 5T7S5 $2.13 50.6% 23.6% 15 0%
Consensus SO 15 $0.15 SO. 52 $1.33 $1.63 $2 02 15.9% 22 8% 23 6%

tNh n.4rt SU.4U »U 4u IU 4U SU.4U SVJ4 *1.0' a 2'To •it> •2U.47e
consensus >0 JD $0 JS >1 45 it.41 *7.47 -TO tf% •Z. 0% »0 )%

GEI $0 97 $0.39 $0.23 $0.34 $0.34 $1.30 $1.31 $1.35 34.0% 0 3% 3 2%
Consensus SO 22 SO 32 SO 27 $1.24 Sr. 10 SI.37 27.8% -11 7% 25 1%

IPL $1.02 $0 26 SO 27 $0.28 $0.23 $1.03 $1.15 $1.33 0.7% 12.0% 15.1% —

Consensus SO 24 S0.26 SO 26 $1.02 $1 11 $1.37 •0.1% 6 6% 23 5%

KEY $1.95 $0.30 $0.41 $0 46 $0.69 $1.86 $2.40 $2.85 -4.4% 28.7% 19.1%
Consensus SO 48 SO 61 SO 75 $2 11 $2 38 $2 76 8.4% 12.6% 15 9%

PPL $0 84 $0 29 $0.25 $0 25 $0.26 $1.05 $1.10 $1 40 25.1% 4 9% 27.6%
Consensus SO 23 SO 25 SO 27 Si 11 $1.19 $1.29 32.7% 7 5% 83%

VNR $0.81 $0.38 $0.64 $0 03 -$0 18 SO 87 $1.02 $1.08 7.5% 16 8% 6 4%
Consensus SO 03 ■SO 16 SO 85 SO 96 $1.06 4.5% 13 7% 9 7%

VSN $0.20 $0 01 $0.04 $0 04 $0 08 SO 17 $0 25 $0.29 -16.1% 48.7% 19 6%
Consensus JO 05 SO 06 SO 08 SO 27 SO 32 $0 30 36 6% 20 4% -6 8%

(i) E* (males are Bloorroefg Consensus

* AM CkJttf a\ CS unless otherw ee indicated

Source: BMO Capital Markets estimates, company data, Bloomberg.

Exhibit 11: EPS Commodity Sensitivity
ALA EGN IPL KEY NFG OKE PPL SE TRP VSN WUB

B4M Cam 20n EPS h*dg*d S1 SO S3 45 St.03 St.66 $3.05 $1 9? Si.05 51.SS *2.30 SO 17 iO. 78

NATURAL GAS

•Si gav (SJMMBtvl tQ 0?) •1 3% |0!8) 4 9% D 25 9 2% 10 o.'l •/ t% 0 14 13 4% •S 9%
utif^OijOO (0 14) -5 1% to SO) 24 i% 0 03 2 0% |0«5| • r? r% (0 «) 7S% 0 15 rp/*% (0 03) -l 8% (0 13) • t ? ;\ 0 0? t? 1% 009 9 *%

•St (S/MMBlw) C 02 1 3% 0 IS 4 9% 0 25 9 ?% 0 02 • 1% tO 14} • U 4% 0 14 5 P\
untKulynil C 14 9 rt» c so 74 5% (0 03) -7 9% 0*5 ip f* 0 05 25% 10 IS) • 19 7% 0 03 t 6% 0 25 1? 2% (0 OTl ■12 •% •SO 09 •9 S%

NATURAL GAS LIQUIDS

i OS NGl is-gaij bed port (0 04) ■2 7% tow) • > ?% 10 0?) •1 T% (0 04} O 8%
(COO) -J S% 10 06) 2 4% (001) .1 0% 10 071 -0 (0 04) •9 3% (C 03) -t 6% 10 01| 9 iS HIM) •3 6%

•S OS NGl MrffllW 0 04 2 7% 0 0* f 2% CI 02 M* 0 04 3 9%
Iffiftf*tt0<»r/ 0 06 3 5% G 00 7 4% Cl 01 1 OS 0 02 0 7% 0 04 5 3% 0 03 1 C% 0 01 (I IS 004 3 8%

CRUDE OIL“

-S to Oft iS/Bbl) (0 TO) ? 0% (0 10) •5 4% (0 08| ■2 0% 10 01) •0 S%
•intioftQitet (0») -35 r% (0 15| 6 i% (0 18| • 7 9% (0 07) •1 0%

• 510O1 Aetfywif 0 10 70% 0 10 £ 4% 006 20% OOT 0 5%
urtieiXj&d 0 66 JS i% 0 15 6 5% 0 14 5 0% 0 0? T 0%

'AB unheageo SA0«wi *ASume flAtO 2013 commoOtty tc*t>C4Sl ot 94 00 *a/gua 59 r n 4na SO 07nrGL«
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Exhibit 12: Consensus EPS Revisions - Trailing 4 Weeks
2013E 2014E

Exhibit 13: Consensus EPS Revisions - Trailing 3 Months
2013E 2014E

Source (all Exhibits): BMO Capital Markets estimates, company data, Bloomberg.
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Exhibit 14: 5-Day Performance (May 8 thru May 14)

-5% 0% S\

^ Cdn Income

Exhibit 15: Year-to-Date Performance

-30% -Z0% -10%

Source (all Exhibits): BMO Capital Markets estimates. Bloomberg.
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Exhibit 16: Price Performance United States

Price Performance'

Ticker Ratmq Price 1 o»* 5 Day 1 Month QTD

Three

Months YTD 1 Year

% from 52 Wk 

Hlqh

Date of 

H>qh

% from 52

Wk Low

Date of

Low

BMO North American Pipeline Coverage Universe

U S. Commodity Senative

Energon Corp EGN MKT SI.34 2 4% 3 0% 4 4% • t.3% 4 g% 13 0% 13 7% •7.6% B/17/201? ?7.9% 6/25/2012
NatiOnol FjoI Gas Company NKG OP Q2.S' 1.0S 09% 4 ?% 24% 6 1% 23 9% 38 9% -0.7% 6/^2013 51.1% IV 4/2012
Onook Inc. OKE OP 46 60 1.7% 1.5% •1 6% 2 0% 2.1% 13 Y% 14 9% •7 4% 5/15/?013 23 0% 6/4/2012
Spectra Energy SE MKT 3T 17 0 2% 0 1% 2.1% 1.4% 5 4% 13 6% 5 4% -1.1% 4/30/2013 17.4% 12/28/2012
WiUrnmn Coe WMB OP 36 63 0 4% -0 0% 2.9% •2 2% 3 3% 11.9% 15 7% •5 0% 4/2VJ013 34.4% &2 5/2012

Av*r«M 1.1% 1.0% 1.2% 0.4% 4.8% 15.4% 17.7% -4 4% 30.8%

U.S. Utilities

AGL Resources Inc GAS UNO 43 61 1 4% •0 0% 0 7% 4 4% 10 2% 0 6% 14 4% -1 2% 5/2/2013 to 7% b/21i20t?
CenterPoInt Energy CNP MKT ?4.13 i.i% -1 0% 0.5% 0 7% 16 1% 25 4% ?0 2% -2 4% 5/1/2013 78 4% 12/31/2012
NiSourc© inc Nl MKT ?w oo 11% •3 6% •5 0% -0 9% 8 1% 16 9% 15.6% •7 3% 4/24/2013 25.7% 11/15/2012

Ouesiar Corp STR MKT ?s ?s 0 i% 0 0% 1 0% 3.6% 0 4% 27.8% 2ti 9% -1.3% 6/15/2013 46 8% 11/0/7012

UGI Corp UGI MKT 40 &7 0 9% *2.0% 1 2% 5 7% 13 4% 24 0% 39 0% -2.2% 5/6/7013 46 0% 6/27/2012

Avers ae 0.9% •1.4% •0.3% 2.8% 11.2% 20 7% 23.8% •2.8% 3X3%

InduOry Comp&

U S. Commodity Sgnativ

E quite We Resources EOT OP 70 53 7 2% 1 0% ii.i% 13 0% 26 5% 29 8% 57 0% •0 5% 4/2&/2013 75 2% 5/4/2012

Sempm Enerqy** SRE MKT 82.30 0 9% •1.2% -0 2% 3 0% B2% 160% 27.1% •2.8% 5/2/2013 30 6% 5/23/2012

Avereqe 1.5% <.i% S.5% 80% 17.9% 22.9% 42.0% • t.7% 52.9%

U.S. SasUtilitiss

Atmos Energy ATO NR 44.4? 0 9% -0 6% 2 6% 4.1% 17 4% 26 5% 36 0% • 1.0% 5/a’2013 36 0% 5/23/2012
Integrys Energy Group TEG NR 00 29 1 1% -1 9% •0 3% 3 7% 7.7% 15 S% 11.9% •3 9% 5/3/2013 17.9% 11/15/2012
The Laclede Group LG NR 45.03 1 1% •0 9% 3 1% 7 6% 13 9% 19 0% 16 /% -2.5% 4/30/2013 25 7% a/i/?oi?
New Jersey Respuces NJR NR 4 5.96 1 0% •1 3% -0 5% 2.5% 5.3% 1C 0% 0 9% •3 3% 9/25/2012 19 3% 11/16/2012
Northwest Natural Gas Company NWN NR 45 08 1 2% 0 1% 0 2% 2 9% -0 9% 2 0% •i 1% •11.3% 10/0/7012 9 9% 11/16^2012
Piedmont Natural Gas PNY NR 34 48 1 3% 0 3% 0 3% 4 9% 7,9% 10 1% 10 8% •1.3% 4/24/2013 20 9% 11/16/2012
Soiih Jersey Irdustnes SJI NR 59 1? 0 4% •1 6% 1 4% 6.4% 89% 17 5% 25 0% -< 2% 4/30/2013 29 1% H/16/2012
Vecfren WC NR 35 63 1 0% •3 3% -2.6% 1 2% 11.2% 21.9% 24 ?% -4 e% 4/30/2013 30.5% 11/15/2012
Washmqlon Gas liqhl WGi. NR 44 66 1 1% -l 0% 0 6% 1 6% 6 6% 14 5% 16 0% -2 9% 4/30/2013 24 8% 11/16/2012

Aver too 0 9% -VOS 05% XS% 7.8% 14 3% IS 4% • 3.S% 2*1

U.S. Master Limited Partnen4vipe

Amengas Partners APU NR 46 36 15% -1.4% 6.1% 3 2% 8.1% 10 7% 20 6% •2.3% 5/10/2013 25 3% 6/412012
Enbndge Energy Partners EEP NH 78 OS -0 2% 3 8% 0 6% •0 5% 4 4% 7 5% ' 6% -3 7% 7/2/2012 1 T.5% 12/1372012

Enbridge Energy Management EEO NR 30 15 4)7% 4 8% 3 0% 1 6% 4 4% 62% 4.1% •9 1% 7/»&’2012 14.9% 2/26/2013
Cl Paso Pipeline Partners EPB NR 42.96 -0 6% 0 8% 0 5% -2.1% 1.1% 16 2% 31.2% -4 0% 4/2/2013 40.2% 5/1&T20I2
Cheruere E nergy Partners COP NR 78 20 1 4% 34% S 0% 3 0% 20 3% 3? 6% 126% 0 0% 5/15/2013 60.3% 11/14/2012

Targe Resource Partners NGIS NR 46 n 0 0% 3 2% 2.6% 4 5% 14.9% 29 /% 15.0% • 2.3% 4/22/2013 4/ 2% 6/25/2012
W interns Partners WP2 NR 51.61 •0 9% 0 4% •2.3% -0 4% -3 4% 6 1% •5 0% -8 1% 5/29/2012 14 7% 12/13/2012

Spectra Energy Partners SEP NR 37.00 -1 0% 2 5% -1.1% •6 0% 2 2% 18 5% 21.5% • / 8% 4/1/2013 30.3% 11/15/701?

DCP Midstream Partners DI’M NR 49 07 •1 3% 0 9% 5 9% 7 0% 7.5% 19 4% 17 5% -1 8% 5/10/2013 30.7% &4r?Q12
Oneok Partners OKS NR 5? 95 0 0% 4 3% -3 6% -7.8% -126% -1 B% -5 e% •13 7% 2/20/2013 6 6% 5/2/2013
Kinder Morgan E nergy Partners KMP NR 68 54 0 4% 1 8% -1.9% -1.4% 1.1% 11.0% 10.7% *4 8% 4/24/2013 194% 6/5/2012

Enterprise Product Partners EPO NR 01.39 •0 7% 11% 1.3% 1 8% 7.3% 22 C% 22.4% -1.7% 4/25/2013 34 4% 6/4/2012
Boardwalk Pipeline Partners OWP NR 30 61 0 5% 3 4% 2 3% 5.1% 14.7% 23 7% 13.5% •0 9% 4/24/2013 30 8% 11/15/2017

Average •0.1% 2.3% 0.0% •0 5% 3.5% 14.6% 12.0% •5.4% 26.6%

U S. Re quieted Electric Util ill e 6

American Electnc Power** AEP MKT 46 8/ 0 4% -4 3% -2 2% 0 5% 92% 14.5% 27,7% •5 3% 5/1/2013 30 0% 5/17/2012
Dominion Resources** D MKT 00 46 1.3% •0 8% 0 6% 3 9% 1 1 0% 16 7% 16 7% '? 2% 5/1/2013 23 5% 11/13/2012

Duka Energy** PUK MKT 7? 06 04% -7.2% -1.2% • 0 7% 6 0% 13 0% 10 8% •4.5% 5/1/20U 20.9% 11/15/2012
Ameren AGE NR 35 67 0 0% -0 6% 1.1% 2 4% 82% 16 0% 10.0% -2 4% 5/3/2013 26 2% 11/23/2012
Consolidated Edison** ED MKT CO 47 00% -4 1% •2 3% -0 9% 7 3% 6 9% 2 5% •84% 6/1/2017 12.0% 11/21/2012
P‘54E Corp." PCG MKT 46 90 0 8% •1 4% -0 7% 5 3% 10 5% 16 7% 64% *3 3% 4/30/2013 19 T% 12/31/2012

S out ham Company** SO MKT 46 ?tl o y% •2.1% •3 4% •1 4% 5 4% 8 )% 1 ft% ■b 1% 4/23/2013 10 6% 11/73/2012
Xcei Enerqy** TEL MKl 30 03 0 0% *3 7% •2 9% 1.1% 7.7% 1? 4% 9 ?% -5 5% 4/30/2013 10 2% 11/23/2012

Averaoe 0.6% •2 4% -1 4% 1.3% 62% 1X4% 10.5% •4.8% 20.0%

IrxJiceiTTrwa&jrv

Spot Henry Hub Natural Gas NOUSHHUB 3 66 -O 6% • 1 0% -7 C% -5 4% 1/9% 12 8% 64 4% NA NA NA NA

Spot WT1 USCRWTIC 04 ?1 •1 0% • 1.5% 3 ?% -3 l% • 32% 2 6% -O 8% NA NA NA NA
OH SERVICE HOLDRS TRUST OlH US 44 47 0 3% 0 1% 4 9% 3 6% -0 9% 15 1% • 1 4% 2/14/7013 36 7% 6/76/2012

OH. SERVJCg SECTOR V4DEX osx reo to 04% 0 2% 4 3% 5 9% 1 6% 16 1% 23 1% O 4% 5/»?0l3 NA NA
AMEX NATURAL GAS INDEX XNG 76? 79 1 4% 2 4% 2 7% 3 2% 9 1% 17 3% 23 9% 0 0% 5/15/2013 25 0% *29/2012
spdr s*p on. a cas ew’lorah XOP US 60 53 2 1% ' 0% 3 T% 0.1% 1.5% 11 9% 20 1% 3 4% 3/15/2013 36 9% *4/?0i2
phiia uthitv index UTY 519 54 0 0% 2 4% -1.6% 1 4% e i% 13 3% 89% 4 4% 4/30/2013 NA NA
S8P 500 WDEX spx 1.650 34 1 0% 1 5% 39% 5 2% 6 5% 15 7% 23 3% 0 0% 5/15/2013 NA NA
US CunerK GoV 10 rear r«ld USGGlDYR 1.97 2.9% n 1% 14 6% 6 6% • i i% 124% 12 0% NA NA NA NA
S8P/TSX COMPOSITE INDEX SPTSX i?,S7? 05 0 4% 0 9% 1 9% •1 4% -i r% 1 2% 06% •2 5% J/12/2013 NA NA
Canadian Govt Doods 10 Veer No GCAN10VR 1 06 2 5% 7 3% 12 5% 4 5% -2.2% 6 0% 0 9%

* Al Ob(0 *> ca untess othrr''
** Covered Mchtaet VWv'tc 

*** Crtv««i*e ty it

****vCtoT»5'D»r' t-hboJM/

ne«a*«d
BMO CaoneJ Bee me LtlMS and >»deparent Poiw v «n*»i

h. B»-0 Caonof Mrkaa' Ena'Oy C.<pbr«liQn and fTMuctn* ■oatyti 
->ea» rrfaau'ee nv^toned perm parrorrr*r<« f<pw5 M 04

KM* KtirVi OP® O^tperiorm ind* U’iJr*perfp<fTi Frs^5B«cteic*

Source: BMO Capital Markets estimates, Bloomberg,
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Exhibit 17: Price Performance Canada

Pric* Performance**

Ticker Ratinci Pricm 1 Dev 5 Dev 1 Monin OTO
Three
Months no 1 Year

%from S2 Wk 

High

Date ol 

High

%(rom 62 

Wk Low

Date of

Low

BMO North American Pipeline Coverage Unit■sns

Canadian Pipes*

Enbodge Inc END OP 47.43 0.9% 43.3% 2e% 0 3% 7 b% 10 3% 196 4% -1.4% 5/1/2013 25 /% 11/15/2012
TreniCanada Cor? TRP OP 49 44 1 0% 0 0% 1 0% 1.0% 5 0% 5.1% 15.9% - T.6% 4/24/2013 19 2% 0/77/7012

Av*raa« 0.9% •0.1% 2.3% 1.1% 6.2% 7.7% 106.2% •1.5% 22.6%

Canadian Income*

AllaGas ALA OP 36 06 -0.1% 1 8% 10.4% 11.0% 12.6% 16.1% 20.5% •0 6% 5/15/2013 4 10% 6/4/201?
Erbndge Income Fund KNf MKT 76.00 T.1% 4.3% B 1% 2.0% 4.0% 6 1% 13.3% 0 4% 2/12/2013 21.1% 9/4/201?

Gibson Energy GEI MKT 26 65 0 2% 2.7% 4 8% t 4% 2 5% I0 6% 24.0% *2.7% 5/8/2013 34.5% tt/4/?0l2
Inter Pipeline Fund iP\ MKI 24 23 0.4% 1.1% 2 0% 1.7% 7 e% 3 1% 21.1% -1 0% 4/17/2013 39 3% ft/1/7012
Key eta KEY MKT 61.90 0 4% 0.1% 3 6% 8.4% 17.7% 25.7% 44 0% •3 3% 5/1/2013 56 8% B/ia/201?

Pembtna Pipeline Income Fund PPL MKT 34.38 0 6% 5 ?% 8 3% 7.1% 18 8% 20 6% 13 1% -0 8% 5/10/2013 38 3% 6/25/2012
Veltmer VNR MKT 16 71 0 2% 1.3% 0 2% 0 7% 0 3% 1.0% 7.0% -1 6% 9/7/2012 11.0% 6/1/7012

Veres on VSN OP 13 40 0 3% -3.0% 3.5% 3 4% 3 6% 13.3% •4 6% -4.9% 5/14/2012 19 <% 12/12/2012

Average 0.4% 1.7% 5.1% 4.6% 8.5% 12 4% 18.4% -1.9% 32 8%

Industry Comps

Canadian tncoma*
AHentic Power Corp ATP MKT 5 23 -0 9% 11.3% 2.1% 48% •56 1% •53 8% -62.5% -65 4% 11/2/201? 14 4% 5/7/2013

Average •0.9% 11.3% 2.1% 4.8% -56.1% •53.8% •62.5% •65.4% 14.4%

Other Canadian Pipelines & Utility*

Algonquin Power** AQN OP B 03 -i.i% 1.8% 6 8% 7.9% 9 7% 17.4% 30 8% -3 6% 5/10/2013 35 4% 11/15/2012

Canadian Lh ill ties" CU MKT 79 75 •0 8% •1.8% •0 3% •1.0% 0 5% 10 2% 11.6% -4 9% 5/1/2013 25 0% 11/15/2012

£ mere Incorporated** EMA MKI 36 30 -1.3% -1.0% > 5% 3 4% 4 8% 4 5% 7.8% -2 8% 4/25/2013 12.5% 6/4/2012

Forti* Inc.** FTS MKT 33 97 •0 7% •2 9% 0 7% •0 5% 7.7% -0 7% 0 7% •3.4% b/6/7013 6 1% 6/7 B/7017

Innerge* Renewable Energy tne.** IVE OP 10 24 -0 1% 1.9% 3 9% 6.2% *1 7% -1 1% • 1.0% •9 2% U/6/2012 9 8% 4/4'20t3

Trans Alla Corporal ion'* TA MKT 15 32 1.3% 2.3% 5 8% 3 2% •5.2% 1.3% •a o% -14 ?% 7/4/2012 13.9% 4/23/2013

Averaoe •0.4% 0.1% 3.1% 3.1% 3 1% 5.3% 69% -63% 17.2%

IndicesTTraasury________________________

Spot Henry Hub Nalural Gas 

Spot wn
OIL SERVICE HOLDRS TRUST 

OH SERVICE SECTOR INDEX 

AMEX NATURAL GAS INDEX 

SPOR S&P OIL & GAS EXPlORATT 

PHILA UTILITY INDEX 

S&P 600 INDEX 

US Gorenc Go* )0 Year Yield 

S&P/TSX COMPOSITE INDEX 

CanaiJian Gov Bonds 10 Year No 

* An Dots rv C9 w/uau etn»  ̂ae

NGUSHHUB

USCRWTTC

OIM US

CSX

)^4G
XQP US

UTY

SPX

USCG10YR

SPTSX

GCAN10YR

w Cov«ir4 t»» Sen «t cu* At’eafc. 6M3 Nn&e Bhrns he

3 B6 -0 8%
B421 *1.0%
44 47 0.3%

200 10 0 4%

762.79 1 4%

6053 2.1%

519 S4 0 6%

1.660 34 1 0%

1.97 2.9%

12.677 05 0 4%

1.« 2 5%

-1.0% -7 6%

• 1.5% 3 2%

0.1% 4.9%

0 2% 4.3%

2.4% 2.7%

10% 31%

*2.4% -16%

I. 5% 3 9%

II. 1% 146%

0 0% 19%

7.3% T2 5%

5 4% 17.9%

-3.1% •3.7%

3.6% 0 9%

5 9% 1.6%

3 2% 9 1%

0.1% 1.6%
1.4% 9 1%

5 2% 9 6%

$6% -1.1%
• 14% .1.1%

4 6% -2 2%

12 A% 64.4%

7 6% -0 6%
15 1%

IB 1% 73.1%

17.3% 23 9%

11.9% 20 1%

13.3% 6 9%

16 7% 23 3%

12 4% 12.0%

1.2% 95%

8 9% 0 9%

NA N4
1JA NA

-1 4% 2/14/2013

•0 4% 6/9/2013

0.0% 5MS/2013

0 4% 3/157200

-4 4% 4/3072013

0 0% 5/15/2013
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Source: BMO Capital Markets estimates. Bloomberg.
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Commodity Review

Exhibit 18: Commodity Outlook
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Exhibit 19: BMO Crude Oil Forecast Exhibit 20: BMO Natural Gas Forecast
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Source (ail Exhibits): BMO Capital Markets estimates. Bloomberg.
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Exhibit 21: BMO EIA Natural Gas Supply-Demand Data
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Exhibit 22: US Natural Gas Storage Exhibit 23: Canadian Natural Gas Storage

Au( >(» 0(1 Mp* Ok A^ I hJ Aut W Oct riO« T'K

Exhibit 24: U.S. Onshore Production
(9 Mo F»d Avg. W«1, field)

Exhibit 25: Alberta Gathering Receipts
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Exhibit 26: Degree Day Variance
t>*>»

•0^» A«r Opw 1 '01 M ... • *01? roxtini Vav*n

Source (all Exhibits): BMO Capital Markets estimates, Bloomberg, EIA.

Exhibit 27: U.S. Electricity Output
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Midstream/Natural Gas Liquids

Exhibit 28: Historic NGL Prices Exhibit 29: Average NGL Barrel % WTI Crude

Exhibit 30: Keep-Whole “Frac” Spreads
(Vgal)
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Exhibit 31: Oil - Gas Ratio

Exhibit 32: Ethane % Henry Hub Natural Gas Exhibit 33: U.S. Monthly Ethane Production
Brfe(d (Ethane, Gas Eqmvalenl Basis) KO/O (Elhaoe. Liquids Volume)

Source (all Exhibits): BMO Capital Markets estimates, Bloomberg.
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Exhibit 34: Mt. Belvieu Premium to Conway Exhibit 35: NGL Storage
Mbbls
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Exhibit 36: Chemical Rail Car Loadings Exhibit 37: Ethane vs. Naphtha (Gulf Coast)

Exhibit 38: Petrochemical Price Trends

Source (all Exhibits): BMO Capital Markets estimates, Bloomberg.

Exhibit 39: NGL/Petchem Price Correlation
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LNG Update

Exhibit 40: US LNG Imports
Bcfd

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

EEJ 2013 Bra 2012 ^—2011 —2010 ---------- 2009

Exhibit 41: 2012 US LNG Imports by Terminal
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Exhibit 42: European Natural Gas Storage Exhibit 43: UK vs. US Natural Gas Price

USS/MMCU

Exhibit 44: Global LNG Price Comparison
Alla Argen- Cana- Cove

mira tins Spain port Point India China

Market*' $17.20 $16.21 $10.05 $5.25 $3.90 $13.65 $13.70

Algeria $15.61 1 $14.37 $9.80 $4.21 $2.64 $11.86 $10.75

Australia $13.23 $13.41 $7.33 $1.51 $0.11 $12.44 $12.73

Egypt $15.13 $13.86 $9.46 $3.71 $2.15 $12.35 $11.26

Malaysia $12.82 $13.31 $7.30 $1.47 ($0.09) $12.48 $12.98

Nigeria $15.25 $14.73 $8.82 $3.69 $2.24 $11.44 $10.67

Norway $15.55 $13.78 $9.04 $4.21 $2,55 $11.00 $9.84

Peru $14.08 $15.07 $7.26 $2.29 $0,95 $10.04 $10.53

Qatar $13.87 $13.49 $8.28 $2.50 $0.94 $13.16 $11.96

Russia $12.07 $12.91 $6.60 $0.74 ($0.83) $11.76 $13.05

Trinidad $16.42 $14.77 $8.76 $4.50 $3.24 $10.71 $9.73

Yemen $14.39 $13.80 $8.76 £3.00 $1.45 $13.05 $11.96

Lake

Korea UK Taiwan Charles France Braril Japan Belgium

$14.10 $9.49 $13.60 $3.56 $10.08 $15.16 $14.10 $9.77

$10.91 $8.97 $10.69 $1.97 $9.60 $13.87 $10.81 $9.19
$12.94 $6.33 $12.69 ($0.41) $6.97 $12.45 $12.91 $6.54
$11.43 $8.50 $11.21 $1.49 $9.13 $13.42 $11.34 $8.72
$13.29 $6.30 $13.00 ($0.82) $6.94 $12.10 $13.27 $6.51
$10.83 $8.17 $10.62 $1.61 $8.81 $14.15 $10.74 $8.39

$9.99 $8.93 $9.79 $1.91 $9.43 $13.38 $9.89 $9.25
$11.20 $6.40 $10.56 $0.44 $6.97 $13.42 $11.44 $6.68
$12.17 $7.30 $11.91 $0.23 $7.93 $12.56 $12.06 $7.52
$13.60 $5.58 $12.97 ($1.57) $6.22 $11.20 |$13.71 | $5.79

$9.88 $8.29 $9.68 $2.78 $8.87 $14.33 $9.78 $8.48
$12.17 $7.79 $11.91 $0.75 $8.42 $12.72 $12.06 $8.01

" Estimated June 2013 landed price

Source (all Exhibits): Bloomberg, Waterborne, LNG Unlimited, EIA, IEA, Gas Infrastructure Europe, BMO Capital Markets estimates.
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Basis and Transportation Update

Exhibit 45: US Gas Prices and Basis Differentials to Henry Hub ($/Mmbtu) - May 14, 2013
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Exhibit 46: US Gas Prices and Basis Differentials to Henry Hub ($/Mmbtu) - 2nd Quarter to date
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Source (all Exhibits): BMO Capital Markets estimates. Bloomberg.
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Exhibit 47: NY Transco Zone 6 Basis Exhibit 48: Appalachia Basis

Exhibit 49: Mid Continent Basis Exhibit 50: AECO Basis

Exhibit 51: Rockies Basis Exhibit 52: Waha Basis

Source (all Exhibits): BMO Capital Markets estimates, Bloomberg.
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Relative Coal / Natural Gas Thermal Comparisons

Exhibit 53: Weighted Avg. Coal vs. Natural Gas Exhibit 54: NAPP Coal vs. Natural Gas
S/MMMu S/MMblu

Exhibit 55: CAPP Coal vs. Natural Gas
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Exhibit 56: Interior Coal vs. Natural Gas
S'MMlvu

Exhibit 57: Southwest Coal vs. Natural Gas
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Exhibit 58: PRB Coal vs. Natural Gas

Source (all Exhibits): BMO Capital Markets estimates, Bloomberg.
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Exhibit 59: BMO Natural Gas-Coal Switching Parity
industry Assumptions:

NAPP CAPP Interior ' Southwest' Efifi

Heat Content (Btu/lb) 13,000 12,500 11,800 11,500 8,800
Heat Content (MMBtu/ton) 26.0 25.0 23.6 23.0 17.6

SO? Content (Ib/Mmbtu) 3.0 1.2 5.0 1.0 0.8

SOj Content (54 coal) 3.9% 1.6% 6.5% 1.3% 1.0%

NOj Content (Ib/Mmbtu) 0.37 0.37 0.37 0.37 0.37

N03 Content {% coal) 0.5% 0.5% 0.5% 0.5% 0.5%

CO; Content (Ib/Mmbtu) 210 210 210 210 205

Coal Plant Heat Rate (btu/kwh) 10.000 10,000 10,000 10,000 10,000
CC6T Heat Rate (btu/kwh) 7,500 7,500 7,500 7,500 7,500

Pricing Assumptions:

NAPP CAPP Interior Southwest EES

Minehead Coal Spot Price (S/ton) $65.00 $67.27 $45.15 $35.85 $10.55
Transportation Expense S20.00 $20.00 $17 on 525.00 576.00
Delivered Coal ($/ton) $85.00 $87.27 $58.15 560.85 $35.55

S02 Price (S/ton) $0.73 $0.73 $0.73 $0.73 $0.73

S02 Cost (S/coal ton) $0.03 $0.01 $0.04 $0.01 $0.01

SO’ Cost (S/MMbtu) $0.00 $0.00 $0.00 $0.00 $0.00

NOj Price (S/ton) $400.00 $400.00 $400.00 $400.00 $400.00

NO; Cost (S/coal ton) $1.92 $1.85 $1.75 $1.70 $1.30

NOj Cost ($/MMbtu) $0.07 $0.07 $0.07 $0.07 $0.07

C02 Price (S/ton) $0.00 $0.00 $0.00 $0.00 $0.00

COj Cost ($/coal ton) $0.00 $0.00 $0.00 $0.00 $0.00

C02 Cost (S/MMbtu) $0.00 $0.00 $0.00 $0.00 $0.00

Total Coal Cost (S/ton) $86.95 $89.13 $59.94 $62.56 $36 86
Total Coal Cost (S/MMbtu) $3.34 $3.57 $2.54 $2.72 $2.09

Coal Plant Fuel Cost (S/Mwh) $33.44 $35.65 $25.40 $27.20 $20.94
Plus: Variable O&M (S/Mwh) $3.00 S3.00 53.00 $3.00 54.00

Total Variable Coal Cost (S/Mwh) $36.44 $38.65 $28.40 $30.20 $24.94

Gas Equivalence

CCGT Total Variable Fuel Cost (S/Mwh) $36.44 $38.65 $28.40 $30.20 $24.94
less: Variable OSM (S/Mwh) ($1 00) ($1.00) tSl-00) (S100) ($100)

CCGT Fuel Cost (S/Mwh) $35.44 $37.65 $27.40 $29.20 $23.94

Equivalent Gas Price ($/Mmbtu, at the CCGT) $4.73 $5.02 $3.65 $3.89 $3.19

Coal Weightings Across United States 1454 2354 10% 8% 45%
Iweighted Average $3.93 |

Marginal Coal Capacity MW (11.000-*- heat rate) 7,765
Total US Coal Capacity (MW) 336,291

% Marginal Coal Capacity 2.3%

Normal Capacity Factor 65%

Annual Power Volumes Generated (MW) 44,213,910

Coal Displaced (Mmbtu) 442,139,100

Wtd Avg Coal Heat Content (Mm btu/ton) 21.5

Coal Tons Displaced Anually 20.555.049

"Normalized' Natural Gas Switchable Demand Potential (MMcf/d) 908.5 1

Source: BMO Capital Markets estimates, SNL, EIA.
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Utilities: Updating Price Targets

KeyBanc Capital Markets Inc. Paul T. Ridzon: (216) 689- 0270 — pridzon@kevcom
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Rtg -Target- ’-Target •

.Current EPS - 1 Previous EPS

-» ! 2013. . 2014,’’ 2012' > \2Q13- ?

AEP BUY BUY $49.50 $47.00 $3.16 $331 53.09 $3.10 -- $3.09 $3.10 --

ALE BUY BUY $50.00 $48.00 $2.74 $3.01 52.58 $2.70 -- $2.58 $2.70 --

CMS BUY BUY $28.50 $27.00 $1.65 $1.74 SI.55 $1.65 -- $1.55 $1.65 --

CNL BUY BUY $46.50 $45.00 $2.52 $2.83 $2.46 $2.55 -- $2.40 $2.55 --

IDA BUY BUY $49.50 $48.00 $3.26 $3.37 S3.37 $3.25 $3.35 $3.25 --

Nl BUY BUY $30.50 $28.50 S1.56 $1.68 $1.46 $1.55 -- $1.45 S1.55 --

action statement
We are revisiting price targets on some of our BUY-rated names after the strength in the markets has lifted the overall valuation of 
the utility group. On a relative basis, we still find value in these names despite the fact that several of them have traded through our 
prior price targets. We are raising our price targets on American Electric Power Company. Inc. (AEP-NYSE), ALLETE, Inc. (ALE- 
NYSE), CMS Energy Corporation (CMS-NYSE), Cleco Corporation (CNL-NYSE). IDACORP, Inc. (IDA-NYSE) and NiSource, Inc. {Nl- 
NYSE). Given the nature of how the utility sector historically trades as a group, we use essentially the same valuation methodology, 

grounded against a higher group multiple. Since we last revisited our price targets in mid-February, the Philadelphia Utility index has 
risen by over 5%.

KEY INVESTMENT POINTS
Given recent market strength, including in the utilities sector, we are revisiting several price targets for our BUY- rated names. Since 

the end of 2012, the S&P 500 is up 8.8%, while the Philadelphia Utility Index (UTY) has also risen by 8.9%.

We are raising price targets on BUY- rated AER ALE, CMS, CNL, IDA and Nl to reflect a higher group multiple. Some of these names 

have traded through our previous price targets given a strong overall market. Our coverage universe currently trades at a P/E multiple 

of 16.lx 2013 earnings. We continue to view these names favorably based on relative valuation.

Below we discuss the characteristics that attract us to these companies:

American Electric Power Company, Inc. (AEP- NYSE; BUY; $49.50 price target; $3.10 EPS 2013E) - We continue to view AEP 

as a core large cap holding. At its recent Analyst Day. AEP issued 2013 and 2014 guidance ranges of $3.05- $3.25 and $3.15- $3.45 

per share, respectively. The dividend policy was raised from a 50-60% payout ratio to 60-70%, supported by regulated earnings. 

The Company’s 4- 6% growth rate was reaffirmed. We believe AEP offers investment opportunity on generally reasonable regulatory 
environments and offers upside in a tightening commodity market. We have increased our price target to $49.50 from $47.00 per 

share. Our valuation is based upon a modest discount to large cap regulated peers.

ALLETE, Inc. {ALE- NYSE; BUY; $50.00 price target; $2.70 EPS 2013E) - We believe ALE offers above- average growth prospects 

through investment in renewables, environmental, transmission and potentially new generation, all in a constructive regulatory 

environment. Potential near- to medium- term catalysts include incremental wind capacity and possible monetization of Florida real 
estate assets. We have increased our price target to $50.00 from $48.00 per share. We add back the Florida real estate losses 

and apply a premium valuation, and then add back 70% of the real estate book value in our valuation.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGE 3 OF THIS NOTE.
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Note

CMS Energy Corporation (CMS-NYSE; BUY; $28.50 price target; $1.65 EPS 2013E) - In our view, CMS offers solid capit 
opportunities in a constructive regulatory environment. CMS has potential investment in renewables and baseload natural ga' 

generation. NOLs (net operating loss carry forwards) allow investment without meaningful equity needs. We have increased our price 

objective to $28.50 from $27.00 per share. We use a valuation premium of 6% to a peer group of larger regulated names.

Cleco Corporation (CNL* NYSE; BUY; $46.50 price target; $2.55 EPS 2013E) - CNL has successfully completed its large capital 

program and represents a free cash flow story. We estimate CNL can generate roughly $90 million of free cash annually. Management 

has indicated it would utilize this free cash to seek investment opportunities with utility- like risk and returns and/or return cash to 

shareholders through higher dividend payments or share repurchases. Our new $46.50 price target (prior $45.00) is derived from 

the value of a premium utility, including earnings from rate- basing the Coughlin plant, and adding the cash generated by levering the 

plant to the utility’s capital structure.

IDACORP, Inc. (IDA- NYSE; BUY; $49.50 price target; $3.25 EPS 2013E) - IDA has investment opportunities around large 

transmission projects and potential generation to fill the needs caused by expiring power contracts. We believe Idaho regulation 

continues to improve as evidenced by recent constructive settlements that act to put a 9.5% floor on IDA’s earned ROE. We have 
raised our price target to $49.50 from $48.00 per share, based upon our view that shares should trade at a 5% discount to the 

group given lingering risk that improvement in Idaho regulation stalls.

NiSource, Inc. (Nl- NYSE; BUY; $30.50 price target; $1.55 EPS 2013E) - We view Nl as a portfolio of attractive assets in the gas 

distribution, electric utility and gas midstream businesses, coupled with a meaningful (100,000- 200,000 acres) position in the Utica/ 

Marcellus. Our valuation is based on a sum- of- the- parts of companies in respective peer groups. We have raised our price objective 

to $30.50 from $28.50 per share.

VALUATION TABLE FOR COMPANIES WITH PRICE TARGET CHANGES
Pricing: March 25, 2013 Close Pricing

Company TKR Rating
2013E
EPS

2013
P/E

Price Tgt

P/E
Price

Target

Allete, Inc. ALE Buy $2.70 16.Ox 17.8x $50.00

American Electric Power, Inc. AEP Buy $3.10 14.4x 15.2x $49.50

CMS Energy Corp. CMS Buy $1.65 15.6x 16.4x $28.50

Cleco Corp. CNL Buy $2.55 16.2x 17.6x $46.50

IDACORP, Inc. IDA Buy $3.25 14.1x 14.8x $49.50

NiSource, Inc. Nl Buy
$1.55“^

16.9x 18.4x $30.50

KBCM Utility Peer Group Average Multiple = 16.1x

i 1 ! I | 1

Source: KeyBanc Capital Markets Inc.
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Note

KevBanc Capital Markets Inc. Disclosures and Certifications

important disclosures tor the companies mentioned in this report can be found at https://key2.bfuematrix.com/sellside/ 
Disdosures.action.

Please refer to the analysts’ recently published reports for company- specific valuation and risks.

Rea 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.

Rating Disclosures

Distribution of Ratings/IB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

IB Serv/Past 12 Mos. IB Serv/Past 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY (BUYJ 224 44.98 46 20.54 BUY [BUY] 28 44.44 15 53 57

HOLD [HOLD] 263 52.81 64 24.33 HOLD [HOLD] 35 55 56 18 51 43

SELL [UNO] 11 2.21 1 9.09 SELL [UNO] 0 0.00 0 0 00

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.

HOL-D - 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.

3



GAS-ROR-OIO
Attachment G

^■Nortli-'Aniei’icaii.Pipeliiies. BMO Capiral iVhn*k(Hs

February 19, 2014

Carl Kirst, CFA 713-546-9756
(NI-NYSE) BMO Capital Markets Corp.

carLkirst@bmo.com

Stock Rating: Market Perform
Industry Rating: Market Perform Danilo Juvane, CFA / Leah Jordan, CFA

BMO Capital Markets Corp.
713-546-9741 / 713-546-9707 
danilo.juvane@bmo.com / leah.jordan@bmo.com

4Q on Track; Methodically Moving Toward an MLP

Event
NiSouvce reported clean 4Q EPS of $0.47, square on target with our estimate 

and a penny above consensus. Likewise, 2014 EPS guidance was also initiated 

right in tine with our expectations at a range of $1.61-$1.71, placing the $1.66 

midpoint on lop of our estimate and consensus, +5% y/y. NI also reaffirmed its 

methodical approach toward the possible creation of a pipeline/midstream MLP 

as an alternative to raising equity in mid-2015 (per its planned budget), with 

such a decision likely in 3Q14—not surprisingly, 9-12 mos prior to any possible 

issuance. That said, given more open discussions the past three months 

(beginning with 3Q13 results) of this as a possibility, we think the market has 

come to see this action as highly likely, if not inevitable (accounting in part for 

the stock's 12% rise since then vs. the utility index up only 2%). As a result, we 

think the value creation of an MLP, while certainly positive, is already largely 

reflected in the stock's valuation (creating asymmetric risk if for some reason an 

MLP is not pursued). Fundamentally. Nl is humming along, with a much 

cleaner regulatory structure (no overhangs, and growth via low risk trackers), 

stronger balance sheet and very transparent 5-7% sustainable EPS growth (4-6% 

dividend growth). Upcoming catalysts, which could raise our valuation further, 

are the proposed Rayne and Leach Express expansions on Columbia Gulf and 

Gas, respectively, which could take 800-1.000 MMcfd out of the Marcellas by 

2018; while management believes this could be a material project (presumably 

$1B+), it is only in a very nascent stage, and we may not know more until 21114.

Impact & Analysis
With 4Q hi line and 2014 guidance as expected, our 2014 and 2015 EPS 

estimates of $1.66 and $1.77, respectively, remain unchanged.

Valuation & Recommendation
Maintain Market Perform in the context of a fiat total return expectation. Our

Price (18-Feb) 

Target Price

$35.30 

$34.00 f

52-Week High 

52-Week Low

$35.30

$26.81

1 .

■ 1
■ IJO1

(FY-Dec.) 2012A 2013A 2014E 2015E

EPS $1.44 $1.57 $1.66 $1.77

P/E 21.3x 19.9x

CFPS $4.31 $4.37 $3,941 $4.13

P/CFPS 9.Ox 8.5x

Rev. ($mm) $5,091 $5,657 $5,792 S5.975

EV ($mm) $14,955 $16,838 $16,838 516.838

EBITDA (Smm) $1,615 $1,745 SI.884 $2,041

EV/EBITDA 9,3x 9,6x 8,9x 8.2x

Quarterly EPS Q1 Q2 Q3 Q4

2012A $0.73 $0.23 $0.05 $0.44

2013A $0.69 $0.23 $0.18 SO.47

2014E $0.74f $0.25l $0.17 $0.50[

Dividend $1.00 Yield 2.8%

Book Value $18.21 Price/Book 1.9x

Shares O/S (mm) 313.3 Mkt. Cap (mm) $11,059

Float O/S (mm) 310.8 Float Cap (mm) $10,972

Wkly Vol (000s) 9,844 Wkly $ Vol (mm) $299,592

Net Debt (Smm) $6,740 Next Rep. Date na

Notes: All values in US$

Major Shareholders:
First Call Mean Estimates: NISOURCE INC<US$) 2013E:$1.56: 

2014E: $1.66; 2015E: $1.78

SOTP price target rises to $34 (Exhibit 1), which now explicitly assumes the 

creation of an MLP in 2015 in a methodical phased-in manner (starting with 

$100 mn EBITDA, growing in time both organically and through parent drops).

Changes Annual CFPS Quarterly EPS Target
2014E $3.93 to $3.94 Q1/14E $0.73 to $0.74 

Q2/14E $0.24 to $0.25

Q4/14E $0.51 to $0.50 $33.00 to $34.00

Please refer to pages 8 to 11 for Important Disclosures, including the Analyst's Certification.
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4Q13 at a Glance

Nl reported 4Q13 adjusted EPS of S0.47, in line with our estimate and a penny above consensus. 

Primary deltas to our estimate along with business segment summaries are detailed below:

•$0.05 Pipes. EBIT of $120 million was lower than our $143 million estimate primarily due to a 

combination of a lower tariff and higher operating expenses. Of note, total throughput of 460 

MMDth increased 5% y/y, mainly due to colder weather increasing natural gas demand.

NI also announced it is going forward with the $300 million-plus Cameron Access Project, which 

will provide new pipeline facilities (up to 800 MDth/d of capacity) along Columbia Gulf Pipeline 

to the Cameron LNG export facility. Notably, the Cameron LNG export facility recently received 

its DOE approval to export to non-FTA countries. With in-service slated for YE 17, this pipeline 

project should provide -SO.SO/sh of NPV. In the longer term, LNG exports continue to present 

additional opportunities.

+$0.05 LDC. Adjusted EBIT of $164 million (net of weather) was higher than our $139 million 

estimate primarily owing to a higher tariff. Of note, total volumes of 287 MMDth increased 11% 

y/y, mainly owing to colder weather.

Of note, one rate case remains outstanding that primarily aims to recapture the infrastructure 

modernization spending to which we already give credit. Specifically, Columbia Gas of 

Massachusetts is requesting a $30 million annual revenue increase; a decision is expected with 

rates in effect by March 2014. Additionally, regulatory approval and implementation of the 

~$700 million seven-year modernization program at NIPSCO Gas (filed in October) is 

expected by mid-2014.

-$0.02 Electric. Adjusted EBIT of $51 million (net of weather) was lower than our $62 million 

estimate primarily due to a lower tariff. Of note, total volumes of 4,235 GW hours decreased by 

6% y/y, mainly owing to colder weather.

Recently, the Indiana regulator approved the ~$1 billion, seven-year modernization program at 

N1SPCO Electric; investments under this program should begin mid-2014 and are focused on 

replacing poles, transformers, and other related equipment.

+$0.02Corp/Other. EBIT of $6 million was higher than our -C$5 million estimate, primarily 

owing to lower operating expenses.

Valuation

We are raising our sum-of-the-parts price target to $34 from $33, as we rework our valuation 

model to explicitly assume the execution of an MLP in 2015. While our framework is detailed in 

Exhibit 1—and recognizing there are many details in such a scenario that still need to come to 

light—our key assumptions follow:

We've assumed the pipeline MLP will be created with -$100 million in EBITDA. This 

reconciles with previous conversations we’ve had with management (most recently at our 

December utility conference), and reflects a methodical controlled growth type of 

scenario, versus a hypothetical 100% pipeline drop. While in the past management has

Capital MarPage 2 • February 19,2014 BMO
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NiSource

noted the challenges of negative credit impact and tax leakage, it was specifically 

mentioned that increasing comfort was being found on both fronts. That said, we find 

that, for most corporate-owned MLPs, the true long-term value is in the growth of the 

high-multiple GP cash flow, and that doing a 100% asset drop at once at the start of an 

MLP’s lift would inherently limit the long-term GP cash flow. We also assume zero tax 

leakage, and no credit impact.

• We assumed the newly created MLP would buy from NI the associated assets (likely the 

higher basis midstream assets to start) at a lOx multiple, and NI in turn would take the 

$1 billion in proceeds to reduce parent level debt.

• By 2015, we assume the pipeline segment will be generating nearly $700 million in 

hBlTDA requiring $200 million in maintenance capital (excluding the growth based 

modernization spend). We assumed a pro rated amount of maintenance for the 

$100 million of EBITDA dropped, although recognize that if it's newer assets at play, the 

maintenance capital could be far lower, making our conclusion conservative.

• Assuming a 1.1 Ox distributable cash coverage ratio, and based on a high-singlc-digit to 

10% distribution growth rate (to be driven in the future by both organic spending and 

continuing drops from the parent), we conservatively see an MLP target yield of 5.0%. 

(We see an IPO discount to its closest competitor. Spectra Energy Partners (SEP), which 

is currently yielding 4.6%.) In our model, this translates to $1.00/unit distribution. $20 

potential IPO unit price, and 35 million total units at inception. This gives the MLP total 

market cap of $700 million, $1.2 billion in enterprise value, and effectively 12x 

EV/EBITDA (the largest wildcard of which we suspect will be the level of maintenance 

capital, per above).

• While GP multiples can seemingly range from 15x-40x, we use 3Ox given the GP being on 

the early phase of its growth curve, although even so the impact to total NI valuation 

remains muted over the near term given our modeled cash generation. Over the medium 

term, we could sec ~$l/sh of GP value in NI stock by 2017, and nearly $2/sh of GP value 

by 2018, assuming $1 billion in asset sales per year driving a 10% unit CAGR at the MLP.

• Lastly, we note that the other multiples we utilize outside of the hypothetical MLP 

remain unchanged: a lOx 2015 EBITDA multiple on the gas distribution, 9x on the 

electric, and 1 lx for the Pipelines. We note this reflects a nice 1-2 point premium relative 

to the 2014 group average—we apply current 2014 multiples to 2015 EBITDA to derive 

a 12-mo target—of pure LDCs (8.lx) and electric utility (7.8x), respectively, supported 

by the visible long-term growth of the tracker-based modernization programs. While 

there are no pure pipeline c-corp comps, we assume a base lOx EBITDA multiple for 

pipes outside of MLP structures, and have added one point for its own $1.5 billion 

modernization program (out of $4 billion potential the next 15 years) under way.

Page 3 • February 19. 2014
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Exhibit 1: NiSource Valuation

NiSource Inc.

Sum-o(-the-Par<s Valuation Analysis

HYPOTHETICAL Nl MLP

Valuation
201SE Multiple Notes:

Assumes Nl files Mth SEC in 3014 for pioelme MLP, pulling IPO possibly 2015

General Partner Interest / GP Distribulion 
Multiple (unlevered, pre-iai free cash)

GP Enterprise Value

Nl MLP units (million units)
Nl MLP Share Price 
Nl MLP MarVet Value 
Capital Gains Potential on IP units 

Nl MLP Enterprise Value net to Nl

Total Nl MLP Enterprise Value

Nl Parent Level

EBITDA by Segment 
Gas DstriDution

Gas Pipelines
Excluding MLP consolidated EBITDA 

Net Gas Pipelines

Electnc

Other

Enterprise Value of Parent Level Assets

Enterprise Value of Nl

Nel Nl Debt (YE 2014)

Preferred S Minority interests 
Pension/OPEB Underfunded Obligation

$1 

30 0* 
S21

10 

J20 00 
5200

$200

5221

$762 lO.Ox

$682
($1001

$582 II.Ox

$579 9.0x

$79' 5 Ox

$2,584 7.fix

($1,088) 25%

$7,621 - lx turn highei given $7Q0mm 7-yr pipe modernization prgm

Consolidated Pipeline EBITDA 
Adiusts out $lO0mm ebilda for MLP

$6,400 lx turn higher given $48 10-yr pipe modernization prgm (see tab):

$5,215 • 1x turn higher given $3-4B L-T t&d modernization prgm (see tab)

$395

$19,631

$19,852

($9,970)
$1,000 Assumes SIB from MLP capital proceeds (debt/equity) go to pay down Nl parent level debt 

($272) - est underfunded at YE12; nsk adjusted at 25% (res! assumes recovery in rates)

Utica Acreage - Central/West
Gross Risked Net Value

175.000 0% 0 $5,000 - Management indicates 150-200K potentially prospective 
wlh geotechnical vanabdrty on Size of oil window (full acreage position is 300k)

Net Equity Value 
Dluied Shares Outstanding
tlsh

$10,611
315

$33.71

lAveraoe Target Price (rounded): $34.00 |

Valuation Summary:

Current Price $35 30
Current Diudend $1.00

Appreciation Potential -3 7%

Current Yield 2.8%
ITolal Return Potential 5n%i

Source: BMO Capital Markets estimates, company data.
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Exhibit 2: NiSource Income Statement

ConaolidaUd Earning*

IS Million* Exceol Per Share Data) 2009A 2010A 2011A 2012A Q1 02 Q3 04 2013E 01 OJ Q3 04 2014E 2015E

Operating Revenue*

Gas Dslnbuton S5 303 S3.096 S2.918 $1,960 $892 $393 $255 $686 $2,226 $1,181 $606 $409 $901 $3,097 $3,178

Pipelines & Storage !.2«1 t.261 1.355 1.462 469 367 347 461 1.643 317 284 294 334 1.229 1.325

Elocinc 1.213 1.375 1.428 1.508 377 385 413 388 1.563 390 397 426 400 1.613 1.621

Ollier 5A2 603 319 161 56 68 61 39 224 130) Hi) 130) 167) (146) (149)

Rovenuos 6.299 0.335 6.019 5.091 1.794 1,212 1.077 1,574 5,657 1,857 1.267 1.100 1,569 5.792 5.975

Operating Expenses:

Cost ol Sales 2.978 2.898 2.556 1.549 688 360 243 525 1.816 702 374 224 473 1.773 1.731

Operation & Maintenance 1.650 1.654’ 1.723 1,674 455 453 469 497 1.874 457 454 470 509 1,890 1.960

D04A 589 596 538 564 144 143 145 146 577 152 151 152 153 608 644

Loss (gam) on asset sales 16 1 17 (4) (0) (0) (10) (7) (18) 0 0 0 0 0 0

Tax os and Other 283 287 295 289 87 71 04 79 301 91 69 65 84 309 317

Total Opeinting Expenses 5.516 6,436 5,^29 4.072 1,373 1.027 911 1,239 4.S50 1,403 V047 911 1.219 4.579 4,662

Operating Income 783 899 890 1.020 421 186 166 335 1.108 454 220 189 350 1.213 1.322

Otnor

Eqinty in Earnings 16 15 15 32 7 8 11 10 36 10 16 16 16 63 75

Minomy Interests 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

OHM ill a £1) m 4 13 5 2 24 0 0 0 0 0 0

Tolal Olher Income 10 19 (47) 31 1“ 21 IS 12 60 16 16 16 16 63

Reported EBIT STS 3 $918 $844 $1,051 $432 $207 $181 $348 $1,168 $470 $236 $205 $365 $1,276 $1,397

EBITDA $1,383 $1,514 $1,382 $1,615 $576 S350 $326 $493 $1,745 $622 $386 $357 $518 $1,884 $2,041

EBJT Composition

Go* D3 Ir(button 328 324 394 409 234 SO (4) 169 449 243 G7 U 179 502 535

Pi poll ness & Slomgn 389 377 360 398 133 89 99 120 441 155 103 98 126 481 548

Elocinc 117 234 210 252 65 60 86 53 265 74 68 95 61 298 320

Co'po'ato & Olher MO) uz? (120) ID 12) 9 ID 6 12 ii) til LU 0) 16) ID

Total EBIT S793 $916 $844 $1,051 $432 $207 $181 $348 $1,168 $470 $236 $205 $365 $1,276 $1,397

Intoresl Expense 399 392 37?' 416 99 102 104 111 415 112 114 121 122 468 52G

Pretor'od Dislnbutions of Subsidiaries 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

FmonciiXj Expense 399 392 377 416 99 102 104 111 415 112 114 121 122 468 526

Income Before Taxes 394 526 467 635 334 105 77 237 753 358 122 84 243 807 871

Incomo Taxes

Cimcni (214) 118 (15) (86) 2 <18) (4) (5) (26) 63 21 15 43 141 152

Ootnood 378 55 178 305’ 117 51 32 88 287’ 63 21 15 43 141’ 15?

Total Income Taxes 165 173 163 219 118 33 28 83 262 125 43 29 85 283 305

Effective Inc Tax Rate (%) 42% 33% 35%’ 34% 35% 31%’ 36% 35% 35%’ 35% 35% 35% 35% 35% 35%

Ket Income From Cortimuing Operations 229 353 304 416 215 72 50 154 491 233 79 55 158 525 566

Otacofftmueti Opefat»o»>8. n*rt (12) (0) (5) 0 9 (0) tl) n) 6 0 0 0 0 0 0

Change in Accounting fta m 0 0 36 0 0 12) 35 0 0 0 0 0 0

GAAP Net Income to Common $218 $294 $299 $416 $261 $72 $48 $152 $532 $233 $79 $55 $158 $525 $566

Adjustfvenls to Core

Asset Impairment 0 0 0 0 0 0 0 0 0 0 0 0 0

Gain (Loss) From Dsposal (8) 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Other Non-Recurnng Gams (Loss) (40) 11 174) QZi 0 0 12? 5 12) 0 0 0 0 g

Total Adjustments (49) 11 (74) (17) 6 0 18) 5 (3) 0 0 0 0
6

Non-GAAP Core Earning* S278 $342 $378 $433 $215 $72 $57 $149 $494 $233 $79 $55 $158 $525 $566

Share*Outstanding (mm)

Avg Diluted Sharers Qul 276 280 289 300 312 313 314 315 314 315 315 315 316 315

Avg Basic Shares Out 275 278 200 292 311 312 313 313 312 314 314 314 315 314 320

Po<iod*«nd basic Shefoe Out 276 279 282 311 31? 313 313 314 314 314 314 315 315 315 327

Faminas Per Share (Diluted)

GAAP EPS $0.79 $1.05 $1.04 $1.39 $0.83 $0.23 50.16 $0.48 $1.70 $0.74 $0 25 $0.17 $0 50

Core EPS $1.01' $1.22’ $1.31’ $1.44’ $0.69 $0.23 $0.18 $0.47 $1.57’ $0.74 SO.25 $0.17 $0.50 $1.66’ $1.77’

EPS Growth (core) -194% 21 0% 7 4% 100% •5 7% 2 2% 245 5% 6 6% 9 3% 7.3% 9 0% -4.8% 5 5% 5 7% 6 1%

Hi Y» Hand*

Cash pc« share SO 92 SO 92 $0 92 $0 95 SO 24 $0 25 $0 25 $0 25 $0 99’ SC' 25 $0 26 SO 26 $0 26 $1 03’ $1 07’

Div Growth

Payout Rato (%)

0 0% 

1166%’

00%

87.5%

0 0%

08 7%

3 3%
68 6%’

4 3% 4 2% 4 2% 4 2% 4 2%
58 3%’

4 2% 4 0% 4 0% 4 0% 4 0% 
61.9%’

39% 
60 0%'

Source: BMO Capital Markets estimates, company data.

BMO (fcd§ Capitcil Markets
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Exhibit 3: NiSource Cash Flow Statement

Cash Flow Statement ___________ __________  __________  _____________________________________________________

(t Millions Eacapt Par Share Data)2009A 2010A 2011A 2012A Q1 02 Q3 Q4 2013E

Operating Actlvitias

GAAP Net Income from Coni Ops 21B 292 299 416 261 72 48 152 532 233 79 55 158 525 566

0D4A 589 596 538 562 144 143 145 146 577 152 151 152 153 608 644

Deterred income tax benefit 378 200 178 305 117 51 32 88 287 63 21 15 43 141 152

Deferred Revenues <t (20) 3 18) (0) 0 2 (9) (7) 0 0 0 0 0 0

Amortization of premium on debt 13 10 9 10 2 2 2 2 9 0 0 0 0 0 0

Less Gain o' Loss nn assets |4) (0) 0 (4) (0) 10) (10) (7) (18) 0 0 0 0 0 0

Less Equity Earnings plus Cash Distributions 115] 7 16 4 (0) (3) (4) 3 (4) (8) (8) (8) (8) (31) (37)

Othe> non-cash income Hems 36 112 139 11 137) 11 12 7 1§) 0 0 0 0 0 0

OOP (pre-working capital) 11,219 11,197' 1M83' 11.295 1485 1276 1227 1382 11,372' 1440 1243 1214 1346 11.243 11,326

OCT par share 14 27 14.10 14.31 11.56 10 88 10.72 11.21 14.37 11.40 10.77 10.68 11.10 13.94 14.13

Working

Accounts and notes receivable 259 (244) 318 (181) (111) 430 124 (412) 31 0 0

inventory 129 103 (142) 62 255 (182) (177) 95 (9) 0 0

Less Change of Price Risk Management Activities 0 0 0 0 0 0 0 0 0 0 0

Accounts payable (192) 38 (155) 57 25 (145) (59) 246 68 0 0

Customer deposit, not 25 (25) (5) (44) (102) (31 85 14 (7) 0 0

Other assets S3 (206) (201) 144 190) 226 U88) 73 21 0 0

Other Liabilities 382 186) 178) 168) 126) Q57) 172 138) 149) 0 0

Changes in Wodung Capital 686’ (420) (262J (30f (48) 170 (43) (23) 55' 0 0 0 0 0 0

Discontinued Operations (255) 157) 150) 11 12 ID 12) ID 10 0 0 0 0 0 0

Cash Flow From Operations 1.651 720 870 1,276 449 445 104 358 1.437 440 243 214 346 1.243 1.326

Invasdno AntlvIUe*

Capital Spending (to PP&E) (777) (804) (1.12ST (1.499! (369) (432) (496) 1583) (1.880! (538) (538) (538) (538) (2.1S0J (1.675!

Purchases of equity mveslmenls 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Aequiatfions 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Proceeds from asset sales 6 1 9 26 r 0 17 0 18' 0 0 0 0 0 0

Other 109 11401 12D 51 1 140) 152) 158) (148) 0 0 0 0 0 0

Cash Used in Investing (662) (944) (1.149) (1.422) (368) (47?) (530) (640) (2,010) (538) 1538) (538) (530) (2.150) (1.675)

Discontinued Operations 8 0 0 a) 127 0 13) 0 119 0 0 0 0 0 0

Investing Cash Row (655) (943) (1.149) (1.425) (246) (472) (533) 1640) (1.891) (538) <50S) (538) (538) (2.150) (1.675)

Finanninn Artivilies

Sale of Common Stock 26 14 24 384’ 17 7 12 8 44* 12 12 12 12 48' 398'

Sale of Piotoired Stock 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Sale of L.T. Debt 1.460 250 890 988 0 815' O' 492' 1.308' 0 0 1.000 0 1,000 1.230

Redemption of Common Slock (3) (2) (3) (10) (8) (0) (0) (0) (8) 0 0 0 0 0 0

Redemption of Preferred Stock 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Redemption of L.T. Debl (T170) (1,071) (287! (332! (42?! (24) (54) (6) (511! 0 0 I500T 0 (500) (230)

Change at tolas Psyabte, LC, ST Debt P.061) 1.280 (23! (582) 354 (754) 443 (122) (78! 150 350 0 150 650

Payments lo Minority Interests 0 0 0 0 0 0 0 0 o' 0 0 0 0 0

Oiwtends (253) (256) (258! (273! (75) (751 (78) (78) (306! (73) (77) (77) (77) (304)

Other 0 0 162) 0 0 0 12) 0 12) 0 0 0 0 0

Cash From {For) Financing (1.000) 216 281 175 (138) (30) 320 294 445 89 285 435 85 894 426

Discontinued Operations 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Financing Cash Flow (1.000) 216 281 175 (138) (30) 320 294 445 89 285 435 85 894 426

Change in Cash (S4> (17) $2 $25 165 ($57) (130) 112 (19) ($9) (19) $112 ($106) (H3) S76

Cash & Temp kiv Beginning of Yi. 121 116 19 S12 136 1102 $45 115 136 127 $18 19 1120 127 114

Cash & Temp. Inv. End of Yr. 116 19 112 $37 $102 145 115 127 $27 S1B 19 1120 114 114 190

Source: BMO Capital Markets estimates, company data.

Capital MarPage 6 • February 19, 2014 BMO
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Exhibit 4: NiSource Balance Sheet

BalAtiC* She el
(S Million* Except Pei Share Data) 2009A 2010A 2011A 2012A 01 Q2 Q3 Q4 2013E 01 02 03 Q4 2014E 2015E

Aviate

Cash & Equtelenl 16 9 12 36 101 45 15 27 27 18 9 120 14 14 90

Rostirtted Cash 176 203 161 47 23 29 18 a a 8 8 8 8 8 8
Receivables 848 1.121 951 1,114 1.254 836 702 1.105 1.105 1.105 1.105 1,105 1,105 1.105 1.105

Allowance br Uncolleclable Acls (40) |41| (31) (24) (32) (32) (20) (24) (24) (24) (24) (24) (24) (24) (24)

Unbilled Revenues 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Undcv recovered grc & fuel costs 40 136 21 45 17 1 16 46 46 46 46 46 46 46 46

Invontone* 385 428 56$ 496 241 420 595 500 500 500 500 500 500 500 500

ST Assets Price Risk Management 173 160 137 92 58 40 21 23 23 23 23 23 23 23 23

Regulatory Assets 238 152 170 163 142 146 153 143 143 143 143 143 143 143 143

Olhor Current Assets 387 283 262 384 228 224 246 331 331 331 331 331 331 331 331

Tolal Cuironl Assets 2.224 2.449 2.248 2.352 2.032 1.708 1.746 2.159 2.159 2.150 2.141 2.253 2.146 2.146 2,223

Plant & Equipmenl (Gross) 19.038 19.590 20.470 21.902 22.194 22.644 23.171 23.622 23,622 24.159 24 697 25.234 25.772 25.772 27,447

Accumulated OO&A (8.354J (8 493) (8 6701 (8966) 19 075) 19.1701 19 259) (9,257) (9.257) 19 409) (9 5591 (9JHJ (9.865) 19 8651 (10 5091

Plant A Equipment. Net 10.684 11,097 11.600 12.916 13.119 13.474 13.912 14.365 14.365 14.7&1 15 137 15.523 15.907 15.907 16.938

Insesl rnonts 296 349 356 438 451 469 529 576 578 578 57ft 57 ft 578 578 578

IT Assets Price Risk Management 238 240 160 56 36 34 0 1 1 1 1 1 1 1 1
Regulatory Assets 1,644 1.650 1.978 2,024 1,954 1,902 1.863 1.522 1.522 1.522 1.522 1.522 1.522 1,522 1.522

Goodwill 3.67/ 3,677 3.677 3.677 3,666 3.666 3,666 3.666 3.666 3.666 3.666 3.666 3 666 3.666 3.666

Intangible Assets 320 309 298 267 284 281 278 276 276 276 276 276 276 276 276

Other Long Term Assets (& flywheel) 53 168 162 94 94 88 89 87 87 95 102 110 m 118 155

Total Ansels 19.134 19.939 20.708 21.845 21.636 21,622 22.064 22.654 22.654 23.038 23 423 23.928 24.214 24.214 25.358

LiabilHieflA Equity:
Short Term Debt BOO 1,417 1.687 1.284 1,221 448 1.362 1,240 1,240 1.390 1.740 1.740 1.890 1.890 1.240

Accounts Payables 502 582 435 539 527 471 448 805 805 805 805 805 805 805 605

ST Liabilities Pnco Risk Management 190 174 168 95 53 48 S 1 1 1 1 1 1 t 1
Regulatory liotxlilies 44 93 112 172 107 80 76 60 60 60 60 60 60 60 GO

Othw 1 575 1 304 1.245 1 212 1.067 1 021 1 Ml 1.071 1.071 1.071 1 071 l 071 1 071 1 071 1.Q71

Total Current Uah 3.111 3.649 3.646 3.302 2.974 2.068 3,006 3.178 3.178 3.328 3.678 3.678 3.828 3 828 3,178

Long Tenn Debt 5.988 5.936 6.267 6.619 6.804 7.617 7.089 7.593 7.593 7.593 7.593 8.093 8.093 8.093 9.093

LT Liabildies Pnco Risk Mauagcaneni 170 182 139 20 7 5 2 0 0 0 0 0 0 0 0
Accuinlaled Deferred Taxes 2.018 2.243 2.571 2.953 2.980 3063 3,134 3.278 3.278 3.341 3.362 3.377 3,419 3.419 3.572

Regulatory Liabilities 1,559 1.596 '.664 1.593 1.611 1.611 1.616 1.670 1.670 1.670 1.670 1.670 1.670 1.670 1.670

Other Liablities 1.572 1 409 1 474 1.603 1 569 1 556 1 538 1.048 1 048 1 048 1 048 1 048 1 048 1 048 1 048

Total Liabilities 14.418 15.016 15.711 16.290 15.946 15.919 16.383 16.767 16.767 16.979 17.351 17.865 18.058 18.058 18.560

Preferred Equity/Socunlies ot Consolidated Subsidianer 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Common Equity 4 717 4.923 4.997 5.554 5.691 5.703 5,701 5.887 5.887 6.058 6.073 6.062 6,156 6.156 6.798

Othoi 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Liab A EquUy 19,134 19.939 20.708 21.845 21.636 21.622 22.084 22.653 22,653 23.038 23.423 23.928 24.214 24.21A 25.358

Source: BMO Capital Markets estimates, company data.

Page 7 • February 19, 2014
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NiSource Inc. (Nl)

Quarterly Price (US$)
Target Price(USS)

800

600

400

200

50

1995 2000 2005 2010

Revenue / Share - (USS) 

Price I Revenue

30

15

10

800

600

400

200

2012 2013

1995 2000 2005 2010
1.5

BMO2014FYEPS( Jan 14 = 1.66 USS)
First Call 2014FY Cons EPS ( Jan 14 = 1 67 USS)

BMO2013FYEPS( Jan 14 = 1.57 USS)

First Call 2013FY Cons.EPS ( Jan 14 = 1.55 USS)

35

30

25

20

15

10

160

140

120

100

80

1.6

1.5

1.4

2012 2013

FYE
(Dec.)

EPS
USS Hi •

°IE
Lo

DPS
USS

Yield%
Hi Lo

Payout BV
USS Hi •

3IB
Lo

ROE
%

Nl - Rating as of 26-Jun-08 = Mkt

1992 1.00 13.5 11.3 0.62 5.5 4.6 62 7.9 1.7 1.4
1993 1.16 15.0 10.7 0.72 5.8 4.1 62 8.3 2.1 1.5 14
1994 1.24 133 10.5 0.78 60 4.7 63 8.7 1.9 1.5 15
1995 1.36 142 10.4 0.64 5.9 4 4 62 9.0 2.1 1.6 15
1996 1.43 14.1 12.3 0.90 5.1 4.5 63 9.2 2.2 1.9 16
1997 1.53 16.3 12.4 0.96 5.1 3.8 63 10.2 2.5 1.9 16
1998 1.59 21.2 14.4 1.02 4.5 3.0 64 98 35 2.3 16
1999 1.52 20.4 10.6 1.08 6.6 3.5 71 109 2.8 1.5 15
2000 1.89 16 7 6.7 1.08 8.5 3.4 57 16.6 1.9 0.8 14
2001 1.30 25.0 14.0 1.16 6.4 3.6 69 168 1.9 1.1 8
2002 200 12.5 7.3 1.16 6.0 4.6 58 20.1 1.2 0.7 11
2003 1.60 13.7 10.2 0.92 5.6 4.2 58 16.8 1.3 1.0 9
2004 1.61 14.2 12.2 0.92 4.7 4.0 57 17.7 1.3 1.1 9
2005 1.42 180 14.4 0.92 4.5 3.6 65 18.1 4 1.1 6
2006 1.43 19.6 13.6 0.92 4.7 3.3 64 18.3 1.5 1.1 8
2007 1 38 20.3 12.7 0.92 5.3 3.3 67 18.5 1.5 0.9 7
2008 1 27 156 8.1 0.92 8.9 4.6 72 17.2 1.1 0.6 7
2009 1.06 14.9 7.3 0.92 11.8 5.8 87 176 0.9 0.4 6
2010 1.22 14.7 11.6 0.92 6.5 5.1 75 17.7 1.0 0.8 7
2011 1.33 180 12.7 0.92 5.5 38 69 17.7 1.4 0.9 8
2012 1.44 182 15.0 0.96 4.4 3.7 67 17.9 5 1.2 8

Range": 25 0 6.7 11.8 30 3.5 0.4

Current" 1.54 21.4 1.00 3.0 65 182 1.8 6

Growth(%
5 Year: 3.9 1.7 1.1

10 Year: -0 4 0.8 08
20 Year: 1.4 1.7 40

' Current EPS is the 4 Quarter Trailing to Q3/2013.
• Valuation metrics are based on high and low for the fiscal year.
' Range indicaies the valuation range for the period presented above.

Last Price ( January 27. 2014) S33 67 
Sources: IHS Global Insight. Thomson Reuters. BMO Capital Markets.
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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 affiliate received compensation for products or services other than investment banking services within the 

past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO Nesbitt Bums Inc.. BMO Capita! Markets Coq')., BMO CM Ltd. or an affiliate within the 

past 12 months: Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology. Our target price for Nl is based on a sum-of-the parts valuation. We individually value each one of NTs business segments using a target 
FV/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/eontraclion. 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 12-month price target for Nl include: t) Conservation - conservation and bad debt expense from high commodity prices could 
impact earnings more than the base level wc 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 (December 31. 2013)

BMP Capital Markets______________________________________________________________________________________ NiSource

Rating

Category BMO Rating

BMOCM US 

Universe*

BMOCM US 

IB Clients**
BMOCM US 

IB Clients***

BMOCM

Universe****

BMOCM

IB Clients*****

Starmine

Universe

Buy Outperform 38.0% 20.4% 49.0% 38.8% 50.4% 52.5%

Hold Market Perforin 56.1% 13.8% 49.0% 54.0% 46.5% 41.8%

Sell Underperfomi 5.8% 5.6% 2.0% 7.2% 3.1 % 5.7%

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. bus received compensation for Investment Banking 

services as percentage of Investment 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 of April 5. 2013):
We use the following ratings system definitions:

OP = Outperform - Forecast to outperform the analyst's coverage universe on a total ret uni 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 return basis on a total return basis 

(S) = speculative investment:
NR = No rating at this time;

R = Restricted - Dissemination of research is currently restricted.
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BMO Capita! 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, 2010-April 4, 2013):
http://researchglobal.bmocanitalmarkels.com/documenLs/2013/nrior ratina svstem.rdf

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report. please go to 

httn://researchglobal.bmoeapitalmarkets.com/|>ublic/Companv_Disclosure_Public.asn\ or write to Editorial Department. 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 lmns:-'/rcsearch-
ea.binocanita]markets.conv'Public/Secure/Login.aspx?RetumUrl=/Member/Hoine/ResearchHome.aspx. Institutional clients may also receive our 

research via Thomson Reuters, Bloomberg, FaelSet, and Capital IQ. Research reports and other commentary are required to be simultaneously 
disseminated internally and externally 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 Nesbitt Bums 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 arc 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 bo used as the primary basis of investment decisions, and because of individual 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 se^ 

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 set out above. Any Canadian person wishing to effect transactions in any of the securities included in this report should do so through BMO 

Nesbitt Burns Inc.
The following applies if this research was prepared in whole or in part by Andrew Breichmanas, Tony Robson, or Edward Sterck: 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 (he issuer that is the subject of the research if it and its affiliates own I % 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 if such ownership exceeds 5% of the equity of the 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 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 arc 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 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the "Order”) or (II) high net worth entities falling within Article 49{2)(a) to (d) of the Order (all such persons together referred to as "relevant 

persons"). 'Hie contents hereof are not intended for the use of and 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.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and 
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and 
commercial banking dients are served by BMO Harris Bank N.A. (Member FDIC). Investment and corporate banking services are provided in Canada and the US 
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A. (Member 
FDIC), BMO Ireland Pic, and Bank of Montreal (China) Co. Ltd. and the 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 Protection 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 elsewhere.
TM Trademark Bank of Montreal

©COPYRIGHT 2014 BMO CAPITAL MARKETS CORP 

A member of BMO Financial Group
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NiSource Inc (Nl)
Results: Q4 Slight Beat; '14 Guidance; M&A, MLR Update

b Citi's Take — Nl reported 4Q13 EPS of $0.47, a penny better than consensus. Nl 

set 2014 EPS guidance at $1.61 - $1.71, in-line with our estimate of $1.67. Earnings 

growth visibility continues to remain clear through a potential capital spending 

backlog of nearly $30Bn over the long-run. An MLP of the company’s midstream 

assets appears achievable in the next 12 months. Management reiterated a 

dividend growth target of 3 - 5%.

b Gas Distribution — Reported operating income of $164.2mn vs. our estimate of 

$181.9mn on lower-than-expected contributions from OH and PA rate changes. Net 

revenues ex trackers increased by $37.9mn y-o-y primarily due to the rate 

settlement at Columbia Gas of PA and new rates under Columbia Gas of OH’s 

infrastructure replacement program. Usage was also higher across the board.

a Gas Transport & Storage — Reported operating income of $120.4mn vs. our 

estimate of $H2.8mn. Increased demand and commodity margin revenue from 

projects recently placed into service were partially offset by a decline in 

transportation services revenues.

b Electric — Reported operating income of $51.3mn vs. our estimate of $45.1mn. 

Higher environmental cost recoveries and industrial and commercial margins 

boosted revenues above expectations.

a M&A — While management did not comment directly on M&A speculation, it 

described its Dec. 2013 amendment to its change in control agreement as part of an 

annual process and not related to the speculation.

b MLP — Management specified 3Q14 as the time to expect a decision regarding an 

MLP. That would be 9-12 months before the company’s planned 2015 equity raise. 

The MLP would come in lieu of issuing equity. The company cited tax leakage as a 

point of concern in the past but that concern appears to have subsided.

o Implications —We maintain our Neutral rating and $35 target price.

Neutral 2

Price (18 Feb 14) US$35.30

Target price US$35.00

Expected share price return -0.8%

Expected dividend yield __________2.9%

Expected total return 2.0%

Market Cap US$11,059M

Price Performance 

(RIC: NI.N.BB: NIUS)

31 30 30 3)
Mar Jun Sep Dec

EPS Q1 Q2 Q3 G4 FY FC Cons

2012A 0.66A 0.23A 0.Q6A 0.44A 1.38A 1.42A ♦1-212-816-2825

2013E 0.69A 0.23A 0.17A 0.4SE 1.54E 1.58E faisel.kh3n@citi.c0m

Previous 0.69A 0.23A 0.17A 0.45E 1.54E na Blake Clayton, PhD

2014E 0 82E 0.28E 0.16E 0.42E 1.67E 1.66E blakeclayton@citi com

Previous 0.82E 0.28E 0.16E 0.42E 1.67E na

2015E o.esE 0.31E 0.19E 0.46E 1.80E 1.78E

Previous 0.85E 0.31E 0.19E 0.46E 1.80E na

Source: Company Reports and dataCentrat. Oil Research FC Cons' First Call Consensus

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.

Citi Research is a division of Citigroup Global Markets Inc. (the "Firm’), which does and seeks to do business with companies covered in its research reports. As a I 
result investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only 
a single factor in making their investment dedsion. Certain products (not inconsistent with the author's published research) are available only on Citi’s portals.
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NI Quarterly Comparison Table

Figure 1. NI Earnings Analysis

Actual
4Q13

Citl
Estimate Actual 

3213 Delta l%>
Actual 
3Q13

Gas Distribution

Actual
Change Q-o-Q 

Unit Delta l%l
Actual
3212

Actual
Chance Y-o-Y 

Unit Delta 1%)

Sales Revenues 924.6 896 6 3% 412 8 511 8 124% 782.7 141.9 18%
Cost of Gas Sold 465 0 378 7 38% 131.8 323 5 245% 356 2 98 8 28%

Net Revenues 469 6 567 9 • 17% 281.0 1886 67% 426 5 43 1 10%

Operating Income

Sales and Transportalion Volumes (MMDth)

164 2 181 9 •10% (05) 164 7 •32940% 1336 30 6 23%

Residential 903 152 75 1 494% 799 104 13%
Commercial 54 4 162 38 2 236% 501 4 3 9%
Industrial 127.1 120 7 64 5% 1136 135 12%
OH-Svatom and Other 14 7 156 10 9) • 6% 14 9 (0 2) • 1%

Total (Including Weather Adjust J 286 5 167.7 1188 71% 258 5 28 0 11%

% Warmer (Colder) than Normal

Customers

(4 0) 0 1 (0 0)

Residential 3079 6 3022 3 57 3 2% 3050 8 20 8 1%
Commercial 281 5 276 2 53 2% 280 8 07 0%
Industrial 7.7 75 02 3% 76 0 1 2%
Other 00 00 (0 0I 0% 00 10 0) -100%

Total Customers 3368 8 3306 0 62 6 2% 334 7 3 21 5 1%

Gas Transmission and Storage

Transportation Revenues 215 6 232 9 •7% 176 4 39 4 22% 2149 09 0%
Nel Revenues 321 6 299 6 7% 282.7 39 1 14% 297.0 24.8 8%

Operating income

Throughput (MMDth)

1204 1128 7% 988 21 6 22% 128 9 |8 5) •7%

Columbia Transmission 333 8 1584 175 4 111% 328 8 50 2%
Columbia Gulf 1490 134 0 150 11% 2132 (64 2) -30%
Crossroads Pipeline 4 5 4 1 04 10% 4 1 04 10%
Intersegment Fiimuvttions (27 6) (36 5) 89 •24% (108 0) 804 •74%

Total Throughput 459 7 260 0 1997 77% 438 1 21.6 5%

Electric Operations

Sales Revenues 3B6 6 356 4 8% 416 8 <30 2) •7% 361 6 250 7%
£ns) nf pales 134 7 113 R 18% 142 2 (6 0) -R% 1132 71 n 19%

Net Revenues 252 4 242 6 4% 274 6 (22 2) -8% 248 4 40 2%

Operating Income

Sales (GWh)

51 3 45 1 14% 90 5 (39 2) -43% 516 (0 3) -1%

Residential 811 0 767 0 6% 1000 5 (189 5) -19% 763 2 47 8 6%
Commercial 952.0 912 3 4% 1066 1 (114.1) •11% 907 8 44 2 5%
Industrial 2426 0 2297.5 6% 2337.2 88 8 4% 2286 1 139 9 6%
Wholesale 5.1 178 -71% 108 6 (103 5) -96% 17.8 (127) -71%
Other 40 5 34 n 19% 31 3 92 29% 34.0 66 19%

Total (Including Weather Adjustment) 4235 2 4028 7 5% 4543 7 (308 5) -7% 4008 9 226 3 6%

% Warmer (Colder) than Normal

Customers

0 0) 0 1 03

Residential 402 6 403 2 0% 401 2 1 4 0% 401 2 4 0%
Commercial 54 5 54 2 0% 54 3 02 0% 54 0 05 1%
industrial 24 5 -2% 24 00 1% 2 * (0 0) •2%
Wholesale 0 7 07 -4% 07 [0 0) -4% 00 7 11567%
Other 00 07 • 100% 00 (0 0) -100% 07 (0 7) -100%

Tolal 460 2 460 6 0% 458 5 7 0% 458 3 1.9 0%

Corporatc/Other

Operating Income 4 1 (5 8) • 171% (5 0) 9 1 •162% (12) 5 3 •457%

Consolidated Financial Results

Gross Revenues 1592 6 1552 6 3% 11123 460 3 43% 1445 0 1476 10%

Costs of Sales (e> D&A) 547 1 442 5 24% 278 1 269 0 97% 4695 77 6 17%

OSM 498 3 536 9 -7% 460 3 380 8% 477.1 21 2 4%
Q&A 1459 168 9 •14% 142.2 38 3% 141.1 8 3%
Non-lnrome Taxes 75 9 83 O -5% 61.3 17 R 29% 525 26 4 50%

Total Operating Expenses 7158 788 8 •9% 663 8 52 1 8% 670 7 45 1 7%

Operating Income 340 0 327 7 4% 181 0 159 1 88% 312 9 27 1 3%

income Taxes 82 9 776 7% 27 6 55 3 200% 69 4 135 19%

Net Income from Continuing Ops 148.T 137.9 8% 544 94.3 174% 136.0 12.7 9%

EPS $0.47 $0 45 4% $0.17 0.30 171% $0.44 003 7%

Source; Crtv Research, company filings

citivelocity.com
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Valuation

We average multiple valuation methodologies to derive our $35 target. Our NAV 

yields a value of $44. We value regulated assets at a multiple of rate base. These 

values are partially offset by the company’s net debt. Our DDM, which incorporates 

our rate base growth assumptions, values the company at $42. Our P/E and 

EV/EBITDA multiples (2014 estimates) are based on proprietary analyses, which 

utilize current equity risk premiums, current betas and projected risk-free yields. Our 

P/E and EV/EBITDA analyses yield values of $28 and $31.

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 — NI spends a 

substantial amount of capital to maintain and expand its distribution system. NI 

depends on rate increases from public utility commission to earn a fair return on this 

expansion. In addition, tariffs 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 earnings (5) Uplift 

from an MLP - Currently, we do not include any uplift from NiSource pursuing an 

MLP strategy. However, significant upside may exist if the Company is able to 

successfully implement this strategy.

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 of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst. 
Each of these analyst(s) certify, with respect to the section(s) of the report 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 part of the research analyst's 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

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of NiSource Inc.

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from NiSource 

Inc.

Citigroup Global Markets Inc. or an affiliate received compensation for products and sen/ices other than investment banking services from NiSource Inc in 

the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): NiSource Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment
banking, securities-related: NiSource Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment
banking, non-securities-related: NiSource Inc.

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its 
affiliates ("the Firm-). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking 

revenues.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product ("the 
Product"), please contact Citi Research, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance |E6WYB6412478]. In 
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's 
disclosure website at https://www.citivelocity.com/cvr/eppublic/citLresearch_disclosures. Valuation and Risk assessments can be found in the text of the 
most recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citi Research Equity Ratings Distribution

12 Month Rating Relative Rating
Data current as of 31 Dec 2013 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 49% 40% 12% 6% 88% 6%

% of companies in each rating category that are investment banking clients 55% 52% 44% 62% 52% 49%
Guide to Citi Research Fundamental Research Investment Ratings:
Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.
Risk rating takes into account both price volatility and fundamental criteria. Stxks will either have no risk rating or a High risk rating assigned.
Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return 
fETR') and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The 
Investment 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 Neutral (2), if an analyst believes that there ate insufficient valuation drivers and/or investment 
catalysts 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, 
thus, not derive an ETR. Analysts may place covered stocks 'Under Review" in response to exceptional circumstances (e g. lack of information critical to the 
analyst's thesis) affecting the company and / or trading in the company’s securities (e g. trading suspension). As soon as practically possible, the analyst will 
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our 
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation. 
Relative three-month ratings: Citi Research may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific 
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the 
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of slocks under consideration, 
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which 
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to 
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is
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considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold m our ratings 
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.

Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both 
price volatility and fundamental criteria, were: Low (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 response to exceptional circumstances {e.g. lack of information critical to the analyst's thesis) 
affecting the company and/or trading in the company’s securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by 
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets 
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy{1) (expected total return of 10% or more for Low-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) (0%-10% for Low-Risk stocks, 0%-15% 
for Medium-Risk slocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging 
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for 
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for 
Low-Risk stocks, I0%-20%for Medium-Risk stocks, 15%-30%for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low- 
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the lime of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading 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 below other than those identified 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 subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

Citigroup Global Markets Inc _ _ Faisel Khan, CFA; Blake Clayton, PhD _

OTHER DISCLOSURES

The subject company's share price set out on the front page of this Product is quoted as at 18 February 2014 04:00 PM on the issuer’s primary market.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers’ financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(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 the 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 of the disclosures made in the Important Disclosures section of the Product. The Firm’s research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capaaty constraints. The 
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

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 corresponding 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 Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the 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.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citi Global Markets Australia Ply Ltd. (ABN 64 003 114 832 andAFSL No. 240992), participant of
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the ASX Group and regulated by the Australian Securities & Investments Commission, Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is 
made available in Australia to Private Banking wholesale clients through Citigroup Ply Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty 
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers. If there is any 
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup 
companies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in Brazil by 
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissao de Vatores Mobiliarios, BACEN - Brazilian Central Bank, APIMEC - 
Associagao dos Analistas e Profissionais de Investimento do Mercado de Capitals and ANBID - Associagao Nacional dos Bancos de Investimento. Av. 
Paulista, 1111-11° andar - CEP. 01311920- S3o Paulo - SP. If the Product is being made available in certain provinces of Canada by Citigroup Global 
Markets (Canada) Inc. (“CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 
2M3. This product is available in Chile through Banchile Corredores de Bolsa SA, an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is distributed in Germany by Citigroup Global Markets 
Deutschland AG fCGMD"), which is regulated by BundesanstaitfuerFinanzdienstleistungsaufsicht(BaFin). CGMD, Reuterweg 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, o' on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup Global Markets Asia Ltd. is regulated 
by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong Kong Branch, for its clients in Citi Private 
Bank, it is made available by Citibank N.A., Citibank Tower, Citibank 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 dxument. The Product is made available in India by Citigroup Global Markets India Private Limited, which is regulated by Securities 
and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia through PT Citigroup Securities 
Indonesia. 5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any copy hereof may be distributed 
in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable capital market laws 
and regulations. This Product is not an offer of securities in Indonesia. The securities referred 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 regulations, and may not be offered or 
sold within the territory of the 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 available in Israel through Citibank NA, regulated by the Bank of Israel 
and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel. The Product is made available in Italy by Ciligroup 
Global Markets Limited, which is authorised by the PRA and regulated by the FCA and the PRA, Viadei Mercanti, 12, Milan, 20121, Italy. The Product is 
made available in Japan by Citigroup Global Markets Japan Inc. CCGMJ"), which is regulated by Financial Services Agency, Securities and Exchange 
Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi Building, 1-5-1 
Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan, If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under license. In the 
event that jn error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website. If 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 by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association (KOFIA). Citibank 
Building, 39 Da-dong, Jung-gu. Seoul 100-180, Korea. KOFIA makes 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 Citigroup Global Markets Korea Securities 
Ltd. http://dis.kofia.or.kr/fs/dis2/fundMqr/DISFundMqrAnalvstPoo.iSD?companvCd2=A03030&paoeDiv=02. The Product is made available in Korea by 
Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Citibank Building, 39 Da- 
dong, Jung-gu, Seoul 100-180, Korea. The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 460819-D) 
CCGMM’) 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 byAcciones y Valores Banamex, S.A. De C. V., Casade Bolsa, integrante del Grupo Financiero 
Banamex ('Accival') which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. 
Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available to 'wholesale clients' only as defined by s5C{1) of the Financial Advisers Act 
2008 (’FAA ) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as defined by 
the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre. 2 Park Street, Sydney, NSW 
2000. The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities 
Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road. P.O. Box 4889, Karachi-74200. The Product is made available in the Philippines 
through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange Commission. 
20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De 
Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by The Bangko Sentral 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 
Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa. The Product is made available in the Russian Federation ihrough ZAO Citibank, which is licensed 
to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Central Bank of the Russian 
Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets. Neither the Product nor any 
information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory ot 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 
1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10 Gasheka Street, 125047 Moscow. The Product is made available in 
Singapore through Citigroup Global Markets Singapore Re. Ltd. ("CGMSPL'), a capital markets services license holder, and regulated by Monetary 
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising 
from, or in connection with, the analysis of 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). The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., 
Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore. Please contact your Private Banker in Citibank NA. 
Singapore Branch 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
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Singapore Ltd (’CSL‘) to selected Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of 
this report. Please contact your Citigold/ZCitigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from 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 office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South 
Africa, South African Reserve Bank and the Financial Services Board. The investments and services contained herein are not available to private customers 
in South Africa. The Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ("CGMTS'), 14 
and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road, 
Taipei 110, Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in (he Republic of China. CGMTS and 
CSTL are both regulated by the Securities and Futures Bureau of the Financial Supen/isory Commission of Taiwan, the Republic of China. No portion of the 
Product may be reproduced or quoted in the Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If 
the Product covers securities which are not allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the 
Product shall be considered as advertising the securities 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 
products or any registered prospectus. The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the 
Securities and Exchange Commission of Thailand. 18/F, 22/F and29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is 
made available in Turkey through Citibank AS which is regulated by Capital Markets Board. Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 
Levent, Istanbul, Turkey. In the U.A.E, these materials (the ’Materials’) are communicated by Citigroup Global Markets Limited, DIFC branch (’CGML"), an 
entity registered in the Dubai International Financial Center (’DIFC’) and licensed and regulated by the Dubai Financial Services Authority (’DFSA") to 
Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clients. A distribution of the different Citi Research 
ratings distribution, in percentage terms for Investments in each sector covered is made available on request. Financial products 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 (‘PRA’) and regulated by the Financia! Conduct Authority 
(“FCA") and the PRA. This material may relate to investments 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 upon request in respect of this material. 
Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB. The Product is made available in United States by Citigroup Global Markets Inc, which 
is a member of FINRA and registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to 
the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Limited, which is authorised by the PRA and regulated by 
the FCA and the PRA.
Pursuant to Comissao de Valores Mobiliarios Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to Citi Research's Products can be found at 
https://www.citivelocity.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 construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments 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. If in doubt, investors should seek advice from a tax adviser. The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction. Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financia! situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
Citi Research generally disseminates its research to the Firm's global institutional and retail clients via both proprietary (e.g., 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 distribution is 
discretionary and is done only after the research has been disseminated.
The level and types of services provided by Citi Research analysts to clients may vary depending on various factors such as the client's individual 
preferences as to the frequency and manner of receiving communications from analysts, the client's risk profile and investment focus and perspective (e.g. 
market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints.
Citi Research product may source data from dataCentrai. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from 
company reports and feeds from Thomson Reuters.

© 2014 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service 
marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, duplication, 
redistribution or disclosure of this report (the ‘‘Product"), including, but not limited to, redistribution of the Product by electronic mail, posting of the 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 
information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI. this information and any
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other 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 affiliates 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 third 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 Prodxt refeis to website material of the Firm, the Firm takes no 
responsibility for, and makes no representations or warranties 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 pari 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 iSAVAILABLE UPON REQUEST

VISITrCITIVElOCIT.Y.COM fqr access to Citi's cross-asset research, commentary, data and analytics. Cjti VELOCITY^
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l£) HILLIARD LYONS

COMPANY UPDATE

Key Metrics
NI - NYSE (Price as of 2/14/14} $35.15

Price Target NA

52-Week Range $36.82-$26.81

Shares Outstanding (mm) 313.4

Market Cap. ($mm) $11,016

3-Mo. Averaoe Dailv Volume 2,201,000

Institutional Ownership 81.0%

Debt/Total Capital (12/31) 60.0%

ROE (Urn) 8.1%

Book VaUe/Share $18.42

Price/Book Value 1.90x

Indicated Dividend/ Yield $1.00 2.8%

Dividend Cycle Feb., May. Aug.. Nov.

EPS FY 12/31

Prior Prior Curr.

2012 2013E 2013 2014E 2014E

IQ - -

2Q - -

3Q - -

4Q - -

Year $1.46 $1.58 $1.67

P/E 24.1 x 22.3x 21.0x

Payout 66% 63% 60%

Note: Figures exclude non-recurring items

Revenue ($mm)

Prior Prior Curr.

2012 2013E 2013 2014E 2014E

IQ - -

2Q - -

3Q - -

4Q - -

Year $5,070 $5,659 - $5,875

Company Description: Based in Merrillville, hid., 
NiSotirce Inc. is a Fortune 500 company engaged in 
natural gas transmission, storage ami distribution, as well 
as electric generation, transmission and distribution. 
NiSource operating companies deliver energy to 3.7 
million customers located within the high-demand energy 
corridor stretching from the Gulf Coast through the 
Midwest to New England. Generation sources: Coal 77%, 
Natural Gas 22%. Hvdro }'%.

NiSource Inc.
Nl~ NYSE - Neutral

Electric Ul
Analyst: David^BPRs

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 

February 18. 2014

2
Company reports higher fourth quarter earnings 
and introduces 2014 earnings guidance

Investment Highlights

• NiSource reported fourth quarter net operating 

earnings of $0.47 per share versus $0.44 per share 

earned in the fourth quarter of 2012 and slightly 
above expectations. For the full year, NI earned $1.58 
per share compared to $1.46 per share in 2012, an 
increase of 8.2%. The company's Columbia pipeline 

group's earnings contribution rose in 2013, helped by a 

customer settlement and increased demand. Electric 
operations' earnings also increased, largely due to 

environmental cost recovery and higher margins. NI’s 
gas distribution business also posted higher earnings 

last year. Results were helped by new rates.

• Management introduced 2014 earnings guidanceof 
$1.61 to $1.71 per share. The outlook is expeej^^k 
be driven by $2 billion in capital investments this^Br. 

We are maintaining our 2014 EPS estimate of $1.67. 

NI also reaffinned its goal of growing camings by 5% 

to 7% annually. Dividends are expected to grow 
between 3% to 5% annually.

• The company is exploring the possibility of a master 

limited partnership (MLP) for its gas transmission 

and midstream assets. Management indicated during 
its earnings call that such a stragey remains a viable 

option. The company is expected to issue equity in 

2015 and the creation of an MLP could potentially 
eliminate the need to issue equity. NiSource anticipates 

being able to make a decision around the third quarter 
of this year. It appears the odds of an MLP are 
increasing.

• We believe NiSource is fairly valued, trading at 21x 
estimated 2014 earnings. However, we think NI has a 

positive fundamental outlook.

Note Important Disclosures on Pages 2 and 3. 
Note Analyst Certification on Page 2.

J.J.B. Hilliard. W.L. Lyons, LLC | Member NYSE, FINRA b SIPC
Equity Research
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Additional information is available upon request.

Analyst Certification

I, David B. Burks, hereby certify 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 1 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 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.

Suitability Ratings
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 narrow customer or product base

Hilliard Lyons ratings ter Ml (NISOURCE INC) 
Closing Price Feb 14, 2014: $35.17

□7/31/12 02/18/14
N$25.63 N:$35.17

T: N/A T :N/A

/\ A A 
f KtJ ^

fS f L'

*

/f!

" "A,,/

I /'--W

32

27

22

17Apr Jul Oct 2012 Apr Jul Oct 2013 Apr Jul Oct 2014

Leaend: ® Inverlarr.com
N=Neutial. T=Price Target 

Reiterated Neutral

2Hilliard Lyons Equity Research Electric Utilities
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Hilliard Lyons Investment Banking
Recommended Issues Provided in Past 12 Mo.
# of % of

Rating Stocks Covered Stocks Covered Bank! no No Bankina
Buy 46 33% 17% 83%
Hold/Neutral 83 60% 13% 87%
Sell 9 7% 0% 100%
As of 4 February 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 JJ.B. Hilliard, 

W.L. Lyons, LLC or its affiliates may, at times, release written or oral commentary, technical analysis or 

trading strategics 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 infonnation 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 3 Electric Utilities
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NiSource, Inc.
MLR Moves Closer to Reality

Nl introduced 2014 guidance ($1.61 - 1.71) in-line 
with prior MSe ($1.66) and reiterated its long-term 
guidance of 5 - 7% EPS growth and 3 - 5% div 
growth. We maintain our E/w rating, but have raised 
our PT to $36, from $34 (a higher multiple on pipes 
to give some ‘MLP credit’; Bull case is $42).

4Q13 results: Nl reported operating earnings of 
$0.47 slightly ahead of MS / Consensus estimates of 
$0.45/$0.46. Nl reported strong results across the 
board as they continue to capitalize on their 
well-positioned infrastructure asset base (Marcellus / 
Utica) and improved utility profile. During the 
conference call, management provided incremental 
color on the possibility of creating an MLP vehicle to help 
fund a strong backlog of organic capex. Nl believes that 
an MLP remains a “viable option" and they appear more 
comfortable with its impact on credit metrics and 
potential tax leakage and expect to make a decision in 
3Q14 (MS opinion is an MLP will get announced). We 
continue to believe Nl is an attractive lower risk stock 
with upside (MSe 6.6% EPS growth in 2014e and 5.9% 
in 2015e; 4.2% div growth each year), with the majority 
of further outperformance hinged upon MLP creation 
and future growth projects (Nl shares +8% YTD vs. 
S&P500 -0.5%). Nl shares should continue to see 
support given its profile and attractive utility and 
midstream growth attributes. Our current Sum of the 
Parts value is -$37 (see p. 8), but creation of an MLP 
could help finance a strong future slate of organic 
projects and provide upside to our Bull case.

Segment results. Electric EBIT came in at $51.3mm vs. 
$51.6mm y/y due to the increase in environmental 
investment cost recovery offset by higher MISO fees. 
Gas Distribution EBIT increased to $164.2mm from 
$133.5mm last year due to the rate settlement at 
Columbia Gas of Pennsylvania and the implementation 
of new rates under Columbia Gas of Ohio's 
infrastructure replacement program. Columbia Pipeline 
Group EBIT fell to $120.4mm from $128.8mm y/y.

MORGAN STANLEY RESEARCH 

NORTH AMERICA

Morgan Stanley & Co. llc Stephen J. Maresca, CFA
Stephen. Maresca@mor93nslaniey.com 

+1212 761 8343

Robert SKad
R0bert.K3d@rTxygansLaniey.com 

+ 1 212 761 6385

- . Brian Lasky
Bri3n.LasKy@morganslan1ey.com

Shaan Sheikh, CFA
Shaan.SheiKh@morgansLanley.com

Matthew Giacobbe
MaLihew.6racobbeiSimoroanslanLev.com
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Key Ratios and Statistics

Reuters: NI.N Bloomberg: Nl US

Diversified Natural Gas / United Stales of America

Price target $36.00

Shr price, close {Feb 14.2014) $35.17

Mkt cap, curr (mm) $11,114

52-Week Range $35.17-26.71

Fiscal Year ending 12/13 12/14e 12/15e 12/16e

ModelWare EPS {$) 1.57 1.68 1.78 1.91

Prior ModelWare EPS {$) 1.55 1.66 1.76 1.88

PIE 20.9 20.9 19.8 18.4

Consensus EPS ($)§ 1.55 1.66 1.77 -

Div ytd (%) 3.0 2.9 3.1 3.2

Div per shr ($) 0.99 1.03 . 1.07 1.12

EBITDA ($mm) 1.705 1,832 1.956 2.089

EV/EBITDA 11.4 11.8 11.6 11.4

Shrs out, diluted, avg (mm) 314 314 314 314

Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare 
framework (please see explanation later in this hole)
§ = Consensus data is provided by Thomson Reuters Estimates, 
e = Morgan Slanley Research estimates

Morgan Stanley does and seeks to do business with 
companies covefed 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. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their investment decision.

For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report.

lull'/juri-vr;1
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NiSource, Inc.

NiSource (Nl, Equal-weight)

Risk-Reward View: Strong Marcetlus + Utica Midstream Potential Why Equal-weight?

Source: ThomsonOr'e. Morgan Stanley Research

$42 00('153%) 

$36 00 (*2%) ♦

S27.00 (-23%)

Aug-'1! FetJ-'5

Current Slock Pnce

Price Target $36 Derived from our Sum of the Parts asset valuation.

Bull Case 
$42

14x GT&S 

•14e

EBITDA, 9x

Electric

EBITDA

Increasing Marcellus/Utica market share and utilities 
outperform; more projects, MLP creation. N) 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 12.5x GT&S 

$36 '14e

EBITDA. 

9.0x Electric 

EBITDA

Executing on Marcellus opportunities with a steady recovery 
and execution in utility segments. Nl places Marcellus growth 

projects on budget and on time. Industrial electric generation 

deliveries continue to stabilize/slightly recover.

Bear Case 9x GT&S 

$27 '14e

EBITDA, 8x

Electric

EBITDA

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 to re-rate lower given weaker growth 

profile.

• Restored earnings power at 

regulated utilities segments.

• Numerous midstream opportunities 

surrounding its existing pipeline 

systems in the Marcellus + Utica 

provide exceptional long-term value, 

but also come with it increased capex 

and possibly heated competition.

• Stock trades closer to fair value on 

multiples and a sum of the parts 

(SOTR) basis.

Key Value Drivers
• Executing Marcellus + Utica 

midstream projects on time and below 

budget.

• Execution on its regulatory agenda 

(e.g., infrastructure modernization plan, 

filing rate cases, implementing trackers 

I cost recovery mechanisms).

• Stable dividend with potential 4 - 

5% annual growth to go along with 5 - 

7% EPS growth potential over multiple 

years.

Potential Catalysts

• Updates related to rate case 

settlements approval by regulatory 

bodies.

• Announcement of additional 

Marcellus or Utica project or acquisition 

beyond those included in guidance.

• MLR formation adds to value of Nl 

and offers further upside on projects 

and acquisitions.

Sum-of-the-Parts (SOTP) Breakdown

NiSource 0B& yalue,($!m)^B$/Share

Where We Could Be Wrong
• Regulatory risks associated with

Gas Distribution $ 6,225 $ 19.85 hold on midstream project expansions.
Gas Transmission & Storage 7,597 24.22 • Economic recovery remains
Electric Utility 4,790 15.27 prolonged, negatively affecting electric
Utica

. _ ...
1,375 438 deliveries (especially to industrial

[Value per Share $ 19,986 $ 63.73 : customers).

Net Debt (8,437) (26.90) • Unfavorable outcomes in the
[Net Equity Value $ 11,549 $ 36.83 [ northeast due to legislation, slower

Shares Outstanding (in mm) 313.6 drilling, more competition.

Source. Morgan Slavey Research

r ",l
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Actual Actual A/A MS A/E MS

4Q12 4Q13 % chg 4Q13E % chg 1Q14E

Operating Revenues

Gas Distribution 582.200 683,500 17.4% 820,492 -16.7% 1,207,306

Gas Transportation and Storage 418,700 461,300 10.2% 296,566 55.5% 338,564

Electric 361.000 386.200 7.0% 359,835 7.3% 392,396

Other 37,800 61,600 - -

Total operating revenues 1,399,700 1,592,600 13.8% 1,476,892 7.8% 1,938,266

Operating Expenses

Cost of Sales 426,500 547,100 28.3% 493,841 10.8% 673,428

Operation and maintenance 452,000 498,300 10.2% 477,273 4.4% 536.396

Depreciation and amortization 143,900 145,900 1.4% 139.092 4.9% 151,206

Other taxes 72,400 78,900 9.0% 72,194 9.3% 97,700

Total operating expenses 1.094,800 1,270.200 16.0% 1,182,400 7.4% 1,458,731

Equity Earnings (Loss) in Uncon. Affiliates 8,000 10,300 28.8% 10,000 3.0% 8,000

EBIT 312,900 332,700 6.3% 304,492 9.3% 487,535

EBITDA 456,600 478,600 4.8% 443,584 7.9% 638,741

Interest expense, nel (103,900) (110,500) 6.4% (103,700) 6.6% (105,858)

Other income (3,600) 9,400 15.800 9,400

Total other income and expenses (107,500) (101,100) -6.0% (87,900) 15.0% (96,458)

Earnings From Cont. Open Bef- Inc. Taxes 205,400 231,600 12.8% 216,592 6.9% 391,078

income tax (provision) 69,400 82.900 19.5% 75,916 9.2% 138,925

Net Income (Operating) 136,000 148,700 9.3% 140,676 5.7% 252,153

Average # of Shares Outstanding 311,300 314.800 1.1% 313,800 0.3% 313,600

Net Income per Share (Operating) $ 0.44 $ 0.47 $ 0.45 $ 0.80

Net Income per Share (GAAP) S 0.42 $ 0.49 $ 0.45 $ 0.80

Segment Data

Ga$ Distribution (MMDth)

Residential 79.9 90.3 13.0% 83.9 7.6% 136.0

Commercial 50.1 54.4 8.6% 50.1 8.6% 77.6

Industrial 113,6 127.1 11.9% 115.9 9.7% 137.3

Off System 14.8 14.7 -0.7% 14.8 -0.7% 22.1

Other 0.1 -

Gas Transmission & Storage (MMDth)

Columbia Transmission 328.8 333.8 1.5% 276.2 20.9% 461.9

Columbia Gulf 213.2 149.0 -30.1% 138.8 7.4% 201.6

Crossroads Gas Pipeline 4.1 4.5 9.8% 4.3 4.5% 5.2

Intrc'segment eliminations (108.0) (27.6) -74.4% (99.1) -72.2% (122.1)

Electric Operations (Gigawatt Hours)

Residential 763.2 811.0 6.3% 763.2 6.3% 890.0

Commercial 907.8 952.0 4.9% 921.4 3.3% 939.6

Industrial 2,286.1 2.426.6 6.1% 2,286.1 6.1% 2.331.2

Wholesale 17.8 5.1 -71.3% 18.2 -71.9% 61.6

Other 34.0 40.5 19.1% 34.7 16 8% 33.9

Nl issued 2014 EPS 

guidance of $1.61- 

$1.71

Source: Company data, Morgan Stanley Research 

Exhibit 2
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Nl Income Statement 
Income Statement

MORGAN STANLEY RESEARCH

(amounts in thousands, except per unit data) 2013 2014E 2015E 2016E 2017E

Net Revenues

Gas Distribution 2,225,300 3,224.731 3,428,458 3,645,148 3,847,411

Gas Transportation and Storage 1,646,400 1,251.288 1,395,926 1,533,724 1,611,500

Electric 1,563,200 1,625.575 1,704,749 1,787,807 1,855,368

Other 224.400 - - - -

Total Net Revenues 5,659,300 6,101,595 6,529,133 6,966,679 7,314,279

Operating Costs

Cost of Sales 1.815,500 2,025,405 2.158,772 2,284,443 2,401,054

Operation and maintenance 1,873,900 1.973,919 2,127,142 2,289,272 2,388,403

Depreciation and amortization 577,300 609,172 621.986 634,546 646,235

Other taxes 300.600 302,923 320,761 337,538 359,307

Total Operating Costs 4,567,300 4,911,419 5,228,661 5,545,799 5,794,999

Equity Earnings (Loss) in Uncon. Affiliates 35,900 32,241 33,054 33,888 34,743

EBIT 1,127,900 1,222,416 1,333,527 1,454,768 1,554,022

EBITDA 1,705,200 1,831,588 1,955,513 2,089,313 2,200,257

Other income

Interest expense, net (414,800) (452,133) (515,450) (573,966) (621,778;

Other income 42.600 37,600 37,600 37,600 37,600

Inc. from continuing operations bef inc. taxes 755,700 807,884 855,677 918,402 969,844

Income tax (provision) 261,800 281,252 297,830 319,663 337,531

Operating Net income (Loss) 493,900 526,632 557,847 598,739 632,313

Net Income per Share (Operating) $1.57 $1.68 $1.78 $1.91 $2.02

Net Income per Share (GAAP) $1.56 $1.68 $1.78 $1.91 $2.02

Weighted Avg Diluted Units Outstanding 313,600 313.600 313.600 313.600 313.600

Dividends per share 0.99 1.03 1.07 1.12 1.15
Source: Company data. Morgan Stanley Research
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Exhibit 3

Ni Operating Data
Operating Data

GAS DISTRIBUTION

Sates and Transportation (MMDth):

2013 2014E 2015E 2016E 2017E

Residential 272.3 280.5 291.7 303.4 315.5

Comrnercial 172.9 178.1 183.4 188.9 194.6

Industrial 494.5 509.3 524.6 540.4 556.6

Off System 70.4 71.8 73.2 74.7 76.2

Other 0.4 - -

Total Sales and Transports 1,010.5 1,039.7 1,073.0 1,107.4 1,142.9

Weather Adjustment (3.4) (34) (3.4) (3.4) (3.4)

Sales and Transport Vols — Excluding Weather 1,007.1 1,036.3 1,069.6 1,104.0 1,139.5

y/y change 2.6% 2.9% 3.2% 3.2% 3.2%

Sales Price ($ / Dth) $3.03 $3.11 $3.21 $3.30 $3.38

y/y change 8.9% 2.5% 3.0% 3.0% 2.3%

COGS Price ($ / Dth) $1.41 $1.42 $1.48 $1.52 $1.55

y/y change 18.1% 0.9% 3.9% 2.6% 2.5%

Gross Margin ($ / Dth) $1.62 $1.69 $1.73 $1.79 $1.82

y/y change

COLUMBIA PIPELINE GROUP

Throughput (MMDth):

1.9% 4.0% 2.3% 3.4% 2.1%

Columbia Transmission 1,124.6 1.192.1 1,251.7 1,308.0 1,373.4

Columbia Gulf 643.0 681.6 715.7 747.9 785.3

Crossroads Gas Pipeline 16.9 17.4 17.9 18.5 19.0

Total throughput 1,784.5 1,891.1 1,985.3 2,074.3 2,177.7

Intrasegment eliminations (239.4) (379 0) (358.7) (356.3) (401.3)

Total third-party throughput 1,545.1 1,512.1 1,626.6 1,718.1 1,776.4

y/y change -2.4% -2.1% 7.6% 5.6% 3.4%

Tariff ($/Dth) $0.50 S0.52 $0.54 $0.56 $0.58

y/y change

ELECTRIC OPERATIONS

Sales (Gigawatt Hours):

10.0% 4.2% 4.0% 3.1% 2.9%

Residential 3.444.7 3.548.0 3,654.5 3,764.1 3,839.4

Commercial 3,881.9 3,959.5 4,058.5 4.160.0 4,201.6

Industrial 9.339.7 9.386.4 9,574.1 9,765,6 9.863.3

Wholesale 669.7 673.0 686.5 700.2 714.2

Other 132.0 134.6 137.3 140.1 142.9

Total sales 17,468.0 17,701.7 18,111.0 16,530.0 18,761.4

Weather Adjustment (2.4) - - -

Total sales volumes — Adj. for weather impacts 17,465.6 17,701.7 18,111.0 18,530.0 18,761.4

y/y change 3.6% 1.4% 2.3% 2.3% 1.2%

Revenue ($ / Gigawatt hour) $89.59 $91.83 $94.13 $96.48 $98.89

y/y change 0.5% 2.5% 2 5% 2.5% 2.5%

COGS ($ / Gigawatt hour) $31.07 531.13 $31.91 532.96 S33.61

y/y change 5.0% 0.2% 2.5% 3.3% 2.0%

Gross Margin (S / Gigawatt hour) $58.53 $60.70 $62.21 $63.52 $65.28

y/y change

Source: Company data Morgan Slanley Research

-1.8% 3.7% 2.5% 2.1% 2.8%
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Exhibit 4

Nl Balance Sheet
Balance Sheet
(amounts in thousands, except per unit data) 2013 2014E 2015E 2016E 2017E

ASSETS

Cash and cash equivalents 26,800 41.445 117.570 102,987 171,936

Restricted cash 8,000 8,000 8,000 8,000 8,000

Accounts receivable 1,005,800 978,986 968,296 1,132,820 1,148,525

Income tax receivable 5.100 5,100 5.100 5,100 5,100

Gas inventory 354,600 388.701 418.846 442,406 465,937

Regulatory assets 142,800 142,800 142,800 142,800 142,800

Other 330,600 330,600 330,600 330,600 330,600

Total Current Assets 2,159,200 2,181,131 2,276,713 2,450,212 2,558,398

Net Property, Plant and Equipment 14,365,100 15,905,928 17,283,942 18,449,396 19,303,161

Unconsolidated affiliates 373,700 373,700 373.700 373.700 373,700

Other investments 204,000 204,000 204.000 204.000 204.000

Price risk management assets 500 500 500 500 500

Regulatory assets 1,522,200 1,522,200 1.522.200 1.522.200 1.522,200

Goodwill 3,666,200 3.666,200 3.666,200 3.666.200 3,666,200

Intangible assets 275.700 275.700 275.700 275,700 275,700

Deferred charges. Postretiremen, other 87,300 87,300 87,300 87,300 87,300

TOTAL ASSETS 22,653,900 24,216,659 25,690,255 27,029,209 27.991,160

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current portion of long-term debt 542,100 542,100 542,100 542,100 542,100

Short-term borrowings 698,700 698,700 698,700 698.700 698,700

Accounts payable 619,000 678,527 731,150 772,276 813,354

Dividends payable -

Customer deposits and credits 262,600 262,600 262,600 262,600 262,600

Taxes accrued 254,800 254,800 254.800 254.800 254,800

Interest accrued 136,400 136,400 136,400 136.400 136.400

Price risk management liabilities 1,400 1,400 1,400 1,400 1,400

Exchange gas payable 186,400 186,400 186,400 186,400 186,400

Deferred revenue 18,500 18,500 18,500 18.500 18.500

Regulatory liabilities 60,200 60,200 60,200 60.200 60.200

Acc liab for post-retirement 1 -employment benefits 6.200 6,200 6,200 6,200 6,200

Other accruals 327,600 327,600 327,600 327,600 327,600

Total Current Liabilities 3,178,400 3,237,927 3.290,550 3,331,676 3,372.754

Long-term debt, excl amounts due within one year 7,593,200 8,893,200 10,093,200 11,143,200 11,793,200

Price risk management liabilities 300 300 300 300 300

Deferred income taxes 3,277,800 3.277,800 3,277,800 3,277,800 3,277,800

Deferred Inc. taxes, credits, other 129,900 129,900 129,900 129,900 129,900

Acc liability for post-retirement/-employment benefits 527,500 527,500 527,500 527,500 527.500

Regulatory liabilities and other removal costs 1,669,800 1,669,800 1,669.800 1,669,800 1,669.800

Asset retirement obligations 174,400 174,400 174,400 174,400 174,400

Other noncurrent liabilities 216,000 216,000 216,000 216,000 216,000

Total Other Liabilities and Deferred Credits 13,588,900 14,888,900 16,068,900 17,138,900 17,788,900

Common stock 3,200 3,200 3,200 3,200 3.200

Additional paid-in capital 4,690,100 4,690,100 4,690,100 4,690,100 4,690,100

Retained earnings 1.285,500 1,488,732 1,709,704 1,957,532 2,228,406

Treasury stock (43,600) (43,600) (43,600) (43,600) (43,600)

Accumulated other comprehensive loss (48,600) (48.600) (48,600) (48,600) (48,600)

Total Common Stockholders’ Equity 5,886,600 6.089.832 6,310,804 6,558,632 6,829,506

TOTAL CAPITALIZATION & LIABILITIES
Source' Company aaia, Morgan Stanley Research

22,653,900 24,216,659 25,690,255 27.029,209 27.991,160
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Exhibit 5
Nl Cash Flow Statement 
Cash Flow Statement
(amounts in thousands, except per unit data) 2013 2014E 2015E 2016E 2017E

Cash from Operating Activities

Net Income 532.100 526,632 557,847 598,739 632,313

Debt: Gain Early Extinguishment / Amort Disc.+Premium 9,400 • -

Depreciation and Amortization 577,300 609.172 621,986 634,546 646,235

Net Changes in Price Risk Mgmt A1L 2,600 - • -

Deferred: Inc. Tax/Credils: Revenues 280,200 - - - -

Stock Compensation Expense 50,700 - - -

Loss/(Gain) on Asset Sales / Impairments / Disc Opts (17.500) • -

Income from Unconsolidated Affiliates (35.700) - -

Disc. Operations: Loss/(Gain) on Disposition (41,200) • - -

AFUDC Equity (18,500) - -

Dist. of Earnings Received from Equity Investee 32,100 - -

Other 10.000 - - -

Changes in Assets and Liabilities: 55,300 52,241 33,167 (146,957) 1.840

Net cash from operating activities 1,436,800 1,188,045 1,213,000 1,086,328 1,280,388

Cash from Investing Activities

Capital Expenditures (1,879,900) (2,150,000) (2,000,000) (1,800,000) (1,500,000)

Insurance Recoveries 6,400 - - - -

Proceeds from Disposition of Assets 18,000 - -

Restricted Cash Deposits (Borrowings) 38,700 - -

Contributions to Equity Investments (125,400) - -

Other Investing Activities 50,800 - - -

Net cash from investing activities (1,891,400) (2,150.000) (2.000,000) (1,800,000) (1,500,000)

Cash from Financing Activities

Issuance of Long-Term Debt 1.307.600 1,300.000 1.200,000 1,050.000 650,000

Retirement/Repurchase of Long-Term Debt (510,900) - -

Change in Short-Term Borrowings, Net (78,100) - - -

Issuance of Common Stock 43,700 - -

Acquisition of Treasury Stock (8,100) -

Dividends Paid - Common Stock (305,900) (323.400) (336,875) (350,911) (361,439)

Other (3,200) - - -

Net cash from financing activities 445.100 976,600 863,125 699,089 288,561

Net change in cash (9,500) 14,645 76,125 (14.583) 68,949

Cash at beginning of period 36,300 26,800 41,445 117.570 102,987

Cash at end of period
Source: Company daia, Mo'gan Stanley Research

26,800 41,445 117,570 102,987 171,936
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Nl Sum of the Parts Valuation
NiSource Inc. Value ($m) S/Share

Gas Distribution S 6,225 $ 19.85

Gas Transmission & Storage

Electric Utility

Utica

Value

Net Debt

Net Equity Value

Shares Outstanding (in m)

7.597 24.22

4.790 15.27

1.375 4.38

19~986 $ 6373~'

(8,437) (26.90)

$ 11,549 $ 36.83

313.6

GAS DISTRIBUTION 
Forward EBITDA (2014E) 

Forward multiple 

Enterprise value

S 692

9.0x

$ 6,225

GAS TRANSMISSION & STORAGE

Forward EBITDA (2014E) $

Forward multiple

Enterprise value S

ELECTRIC UTILITY 

Forward EBITDA (2014E) S

Forward multiple

Enterprise value $

Estimated Utica Value' Credit 

Acres

$/acre S

Enterprise value $

Source: Company data, Morgan Stanley Research.

608

12.5X

7,597

532

9.0x

4,790

125,000

11,000

1,375
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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 cost of capital, which can facilitate a potentially faster 

growth r^te.

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 + stock price appreciation). We find a statistically 

insignificant correlation between bond and MLP prices. Several 

periods of rate increases (1994, 1999. 2004) are correlated with 

poor performance, but there is little day-to-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 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 growth 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 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 II), combined with 

approximately 1.5-2.0% 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.

Investment 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 

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.

9



GAS-ROR-OIO
Attachment G

32 of 86Morgan Stanley MORGAN STANLEY RESEARCH

February 18, 2014 

NiSource, Inc.

Glossary of MLR 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 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. It 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 (IDRs): 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).

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.g., 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 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 4 
production, processing, refining, transportation, or marketing o" 

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 (RIC) or real estate 
investment trust (REIT).
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UU ModelWare
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-lime 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.
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Coverage Universe Investment Banking Clients (IBC)

Slock Rating Category Count
%of
Total Count

% of% of Rating 
Total IBC Category

Overweight/Buy 1014 34% 311 38% 31%
Equal-weight/Hold 1315 44% 392 48% 30%
Not-Rated/Hold 101 3% 26 3% 26%
Underweight/Sell 543 18% 96 12% 18%
Total 2,973 825

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.

Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry {or industry team's) coverage universe, 
on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the 
analyst's industry (or industry team s) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). the stock's total return is expected to be below the average total return of the analyst’s industry (or industry team's) coverage 
universe, on a nsk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan 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 attractive vs. the 
relevant broad market benchmark, as indicated below.
In-Line (I): 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): 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 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) I
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NiSource, Inc. (NI.N) - As of 2/17/14 in USD

Stock Rating History! 2x1/11 ! E/fl

Price Target History! 1/6/11 : 19; 2x1x11 ! 20; 5x3x11 ! 21; 8x2x11 ! 23; 10x28x11 ! 25; 4x18x12 ! 26;

7x31x12 : 28; 2X19X13 : 29; 4X10X13 ; 30; 10/31/13 : 32; 1x8/14 : 34

Source: Morgan Stanley Research Date Format : MM/DD/YY Price Target -• No Price Target Assigned <NA>

Stock Price <Not Couered by Current Analyst) — Stock Price (Covered by Current Analyst > “

Stock and Industry Ratings ( abbreviations below) appear as ♦ Stock Rating/Industry Uiew

Stock Ratings! Oversight C0> Egual-weight <E> Underweight (U> Not*Rated <NR> No Rating Available (NA>

Industry View! Attractive (A) In-line (I> Cautious (C> No Rating <NR>

Effective January 13/ 2014/ the stocks covered by Morgan Stanley Asia Pacific will t-e rated relative to the analyst’s industry 

(or industry teafi’s* coverage.

Effective January 13/ 2014/ the industry view benchmarks for Morgan Stanley Asia Pacific are as follows! relevant MSCI country 

inde* or MSCI sub-rejional index or MSCI AC Asia Pacific ex Japan Index.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Important disclosures regarding ihe relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC or 
Morgan Stanley or any of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at 
www.morganstanleycom/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 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 conflict of interest.

Other Important Disclosures
Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of CenterPoint Energy, Inc NiSource, fnc.. Oneok Inc., 
SemGroup Corp, Williams Companies, 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, advice within the meaning of 
Section 975 of the podd-Frank Wall Street Reform and Consumer Protection Act.

Morgan Stanley produces an equity research product called a Tactical Idea." Views contained in a Tactical Idea" on a particular stock may be contrary to the 
recommendations O' views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For 
ail research available on a particular stock, please contact your sales representative or go to Matrix at hltp://www.morganstanley.com/matrix.

Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to clients. Certain, 
but not all. Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic means as 
a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix. 

Any access and/or use of Morgan Stanley Research are subject to Morgan Stanley's Terms of Use {http://www.morganstantey.com/terms.html). By accessing and/or using 
Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms ot Use (htlp://www.morganstanley.com/terms.html). In addition you 
consent to Morgan Stanley processing your personal dala and using cookies in accordance with our Privacy Policy and our Global Cookies Policy 
(http://www.morganslanley.com/privacy_pledge.html), including for the purposes of setting your preferences and to collect readership data so that we can deliver betlerand 
more personalised service 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://www.rnorganstanley.com/privacy_pledge.mml).

If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing of your personal data or using cookies please do not 
access our research.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and 
objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to 
seek the advice of $ financial adviser. The appropriateness of an investment or strategy will depend on an investor’s circumstances and objectives. The securities, 
instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in 
some or all of them. Morgan Stanley Research is not an offer to buy or sell any security/instrument or to participate in any trading strategy. The value of and income from 
your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, 
operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in secunties/instruments 
transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. It 
provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's secuniies/mstruments.

13



Morgan Stanley

GAS-ROR-OIO
Attachment G

36 of 86

MORGAN STANLEY RESEARCH

February 18, 2014 

NiSource, Ine.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based 
upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or 
revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists'or economists' compensation is not linked to Investment banking or capital 
markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. 
The ‘Important US Regulatory Disclosures on Subject Companies' section in Morgan 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, Morgan Stanley may have an investment 
of less than 1% in securities/instruments or derivatives of securitres/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley 
Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities/inslruments or derivatives of 
securities/instmments 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. Morgan Stanley makes every effort 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 information in Morgan Stanley 
Research change apart from when we intend to discontinue 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 personnel.

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 information is for your 
reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment 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 securities/instruments 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/instruments. MSTL may not 
execute transactions for clients in these securities/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 activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong 
Kong sales representatives.

Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research 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.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co.. Ltd. and. for Commodities related 
research reports only, Morgan Stanley Capital Group Japan Co.. Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents): in 
Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morqan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 
20000S434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility tor its contents and should be contacted with respect to any matters 
arising from, or in connection with, Morgan Stanley Research); in Australia to “wholesale clients' within the meaning of the Australian Corporations Act by Morgan Stanley 
Australia Limited A.B.N. 67 003 734 576. holder or Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale 
clients'and "retail clients' within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder 
of Australian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International pic. 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 Limited, which has approved 
of and lakes responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG. Frankfurt am Main and Morgan Stanley Private Wealth Management Limited 
Niederlassung Deutschland, regulated by Bundesanstalt fuer Finanzdienslleislungsaufsichl (BaFin); in Spain by Morgan Stanley. S.V., S.A., a Morgan Stanley group I
company, which is supervised by the Spanish Securities Markets Commission (CNMV) and stales lhal Morgan Stanley Research has been written and dislribuled in ™

accordance with the rules of conduct applicable to financial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC, which accepts 
responsibility for its contents. Morgan Stanley & Co. International pic, authorized by the Prudential Regulatory Authority and regulated by the Financial Conduct Authority 
and the Prudential Regulatory Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes of section 21 of the Financial Services 
and Markets Act 2000, research which has been prepared by any of its affiliates. Morgan Stanley Private Wealth Management Limited, authorized and regulated by the 
Financial Conduct Authority, also disseminates Morgan Stanley Research in the UK. Private UK investors should obtain the advice of their Morgan Stanley & Co. 
International pic or Morgan Stanley Private Wealth Management representative about the investments concerned. RMB Morgan Stanley (Proprietary) Limited is a member 
of the JSE Limited and regulated by Ihe Financial Services Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by Morgan 
Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International pic (DIFC Branch), regulated by the Dubai Financial Services 
Authority (the OFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services 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 & Co. International pic (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 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 service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio 
management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing these 
comments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying 
solely to this information stated here may not bring about outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or 
representations relating to the accuracy, completeness, or timeliness of the data they provide 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 properly of MSCl and S&P. Morgan Stanley bases projections, opinions, forecasts and 
trading strategies regarding the MSCl Country Index Series solely on public information. MSCl has not reviewed, approved or endorsed these projections, opinions, 
forecasts and trading strategies. Morgan Stanley has no influence on or control over MSCI's index compilation decisions. Morgan Stanley Research or portions of it may not 
be reprinted, sold or redistributed without the written consent of Morgan Stanley. Morgan Stanley research is disseminated and available primarily electronically, and, in 
some cases, in printed form. Additional information on recommended securities/instruments is available on request.

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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1585 Broadway 20 Bank Street. Canary Wharf 4-20-3 Ebisu, Shibuya-ku 1 Austin Road West

New York, NY 10036-8293 London E14 4AD Tokyo 150-6008 Kowloon

United States United Kingdom Japan Hong Kong

Tel: +1 (1)212 761 4000 Tel: +44 (0) 20 7 425 8000 Tel: +81 (0) 3 5424 5000 Tel: +852 2848 5200

Industry CoveragetDiversified Natural Gas

Company (Ticker) Rating (as of)Price‘ (02/14/2014)

Stephen J. Maresca, CFA 

CenterPoint Energy. Inc (CNP.N) E (11/15/2011) $24.05

Cheniere Energy Inc. (LNG.A) O (01/07(2014) S46.9

MDU Resources Group. Inc. E (01/06/2011) $33.98

(MDU.N)

National Fuel Gas Co (NFG.N) E (01/10/2012) $75.43

NiSource, Inc. (NI.N) £(01/06/2011) $35.17

Oneok Inc. (OKE.N) 0(07/25/2013) $59.96

QuestarCorp. (STR.N) E (02/11/2013) $23.96

SemGroup Corp (SEMG.N) 0(04/10/2013) $61.8

Spectra Energy Corp. (SE.N) E (01/08/2014) $37.05

Williams Companies. Inc (WMB.N) 0(11/10/2009) $40.83

Stock Ratings are subject to change. Please see latest reseaich tor each company. 
' Historical prices are not split adjusted.

©2014 Morgan Stanley
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NiSource Inc Nl ★★

unmiBui'

Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat,M Moat Trend™ Stewardship Morningstar Credit Rating Industry Group
35.17USD 27.00USO 18.90usd 36.45usu Medium Narrow Stable Standard BBB Utilities - Regulated

NiSource Posts Solid 2013 Results, Initiates In-Line 2014 

Guidance, Makes Positive MLP Comments

Chailes Fishman. CFA 
Stock Analyst
i:tiailes.listiman®fnoi ningsi ai.com 
317-596-6623

Ihe primary analysi covciing tins company 

clous not own its Stock.

itaeatch as nl 18 tuti XUH 
Fstinoies as of tt Sid2013 
Pricing daia throegh t? teb 201-1 
Haling upoaicd as ot M fet) 20M

rmifini'y nrnouris opmssr.-i with am in 
U.S. dollars [USUI unless mtietwise aenotafl.

Conlenls

Analysi Note 1

Momingslai Analysi Mvecosis 1

Analyst Note 18 Feb 2014

NiSource Nl reported 2013 operating earnings per share 

of $1.58 versus $1.46 in 2012. The strong results were $0.03 

higher than our estimate and $0.02 above the consensus 

estimateof $1.56. All three operating segments posted solid 

results. In addition, NiSource initiated 2014 operating 

earnings guidance of $1.61-$1.71 per share, in line with the 

consensus estimate.

Management talked more positively about the chances ot 

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 toforming an MLR The improving credit profile 

driven by recent regulatory decisions and legislation and 

management's comments that recent tax work may reduce 

the potential tax leakage increase the likelihood that an 

MLP could be announced before year-end. The formation of 

an MLP would probably eliminate the need for an equity 

issuance in 2015. Based on our increased confidence in the 

formation of an MLP, we are likely to modestly increase our 

fair value estimate. Our narrow moat and stable moat trend 

rating are unchanged.

Vital Statistics

Market Cap |USO Mil) 11,019

52-Week High (USD! 3517

52-Week lew IUSDI 26.71

52-Week total Return % 34.4

YTD Total Return % 7.7

Last Fiscal Year End 31 Dec 2012

5-Yi forward Revenue CAGR % R.8

5-Yi Forward EPS CAGR% 6.G

Price/Fair Value 1.30

Valuation Summary and Forecasts

H'.cal Year 2011 7012 /yi.W 7014111

Price/Eamings 17.6 17.0 22J 214

EV/EBlfDA 10.1 10.0 11.3 10.2

EV/EBIT 16.1 lb./ 17.4 15 G

Free Cash Flow Yield % •3.1 -3.0 -32 ■22

Dividend Yield % 3.B 3.5 2.9 3.0

Financial Summary and Forecasts (USD Mil)

fiscal Yea;. 7011 7017 M.W XMII

Revenue 6,019 5.061 5.536
m

Revenue YoY % -6.3 -15.9 9.4
w

EBIT 907 1.007 1.117 1.243

EBIT YoY % -0.1 11.0 110 11.3

Net Income. Adjusted 389 437 498 531

Net Income YoY % 14.1 17.4 14 0 G5

Diluted EPS 1.35 1.4G 155 164

Diluted EPS YuY % 10.8 7.9 6.4 80

Free Cash Flow 16 71 -140 20

Free Cash Flow YoY % -88.9 339 3 ■298.1 114 G

liisiwical/roirast data sourcniarn Mo-ningsia/ Estimates and may itlleci adiusirncnts

NiSource currently trades at a significant premium to our 

fair value estimate and its peers. We suspect the premium 

valuation is due in part to recent rumors that Dominion 

Resources D is looking to acquire NiSource. We think this 

acquisition is unlikely. In our opinion, mergers are heavily 

influenced by personal issues. Our takeaways from our 

November 2G13 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 

impress us as a person interested in retirement at this time. 

Thus, we believe investors should not pay a premium 

valuation that assumes NiSource is a potential acquisition 

target.

Profile

NiSource distributes natural gas to more than 3.3 million customers wilh 

more than 58,000 miles ol pipelines m Indiana, Kentucky, Maryland, 

Massachusetts, Ohio. Pennsylvania, and Virginia. NiSource also owns 

15.000 miles of natural gas transmission pipeline, operates one nl the 

nation's largest underground natural gas storage systems, and provides 

unregulated midstream services in the growing Marcellus and Ulica shale 

production area. NrSource's electric utility generates, transmits, and 

distributes electricity m northern Indiana.

£* V cni ng v W ?n H AJI Right \ Re y*r»f d Morn r»g> rat'% £ r t fla tmgi & flesi'd rc h Ol utful cO «nfl v* terefl Mo< Amo*1 a' IftC . <8 not 'tgi ji* i yj w-1' r-.c US S*. un t1 es a n J L ► v Convr\s sign u j N on J*lv HcMOn • M 5; J''s t COl R JTifig 0i atitpi
”Na$c*J*) Uofess aiheomiu prpvcec n a se&a«a:c igut“«m.ygu tot m rsport ortiy m ^ tewnrytr. wn.ch its o *“'^1 ^fibuior fN* dJTi. an3lyt»s j*o 05 A'Cn*: swcwittf h«<eiAL!ti ror Lo'".t»T.ire #3\uce. a»e
uitefy fun i»‘or~4Noftal PwoosesaAd ihs’erofe r? floi a* r»Hef rotuy w sell j sttvidy. anc a'f not wartaiuea 10 w '.cn'stt of auvjfi c^ons c»(jitrUiO vt 0' casew f:ec ardarp stb Kf »itt«ni '»ct>u E«cecf a cTierw-.s*
•McmC-J iry law sM fioi X fiSponsiU* Ceriscns CJfrvsg*!® othftr teWting irvn O'tplred to, t*« urto'.tvjlio* cn irpr'mrso'tfnesp Tr»j ir'prmjiiflfi tentiiiy-c h«'5iAiS in-OKifUitWvwn^'Ti of
Mg nfvjyjj arg rn,! bp eproCiXt-j n *tdt u* o trx ty rjr.n^r w itoil >Ae P'lW O' Vofnn^-.'w 'oo*iHt rrpirns rail *5 Ty l<ef‘se sfe •EU'd':'. CjU *1 ?5?
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Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship
35.17 USD 27.00uSD 18.90USD 3G.i15usn Medium Narrow Stable Standard

Morningstar Credit Rating
BBB

Industry Group
Uiilities - Regulated

Morningstar Analyst Forecasts

Financial Summary and Forecasts
fiscal Year Fnrls in fieiiemnni forocusi

3-Yeai 5 Yen

Growth |% YoYI Him. CAGR 7011) 7311 201? yon 20U I'wj CAGR
Revenue -8.7 -3.4 -6.3 -15.9 94 12.8 8.8

EBIT 7.7 17.8 -0.1 11.0 11.0 11.3 8.7

EBITDA 40 7.9 -4.0 8.5 9.9 10.2 7.9

Net Income UQ 15.6 14.1 12.4 14.0 6.5 93

Diluted EPS WB 13.8 10.8 7.9 64 60 6.6

Earnings Before Interest, after Tax 6.4 4.7 10.4 4.1 0.0 2.7 3.8

Free Cash Flow -638 •90.2 -88.3 339.3 ■298.1 -114.6 38.5

3-Year 5 Year
PiOfilshil :!y Hist Avg 701(1 7011 2017 2013 2014 i’roi 4<7

Operating Margin % 16.4 14.1 15.1 19.9 202 19.9 19.9

EBITDA Margin % 26.2 73.4 74.0 31.0 31.1 30.4 30.3

Net Margin % 68 5.3 6.5 8.6 90 85 8.7

Free Cash Flow Margin % 1.3 2.3 0 3 1.4 -2.5 03 1.5

ROIC % 7.4 7.7 7.6 7.5 7.0 6.8 69

Adjusted ROIC % 10.4 10.3 10.6 10.2 93 8.9 8.9

Return on Assets % 1.6 1.5 1.5 2.0 2.2 2.2 2.3

Return on Equity % 66 6.0 6.0 7.9 8.8 9.0 9.2

3-Yeai Shea/
ICwriJOC Hist Ayg 2.>iO 7011 71)12 ;vn ?ou fouj Avg

Uebl/Capilal 06U 0.60 0.61 0.59 0.61 061 060

loud Oebt/EBIIDA 5.18 4.88 5.50 5.17 5.16 5.00 4.84

EBITDA/Interest Expense 3.81 3.84 3.84 3.75 4.25 4 13 4 29

Valuation Summary and Forecasts Discounted Cash Flow Valuation
;;un 701? 7omi ?uutn 1 mu Value Per Shgrc

USQMil \%1 Value
Price/Fair Value t JO 1.00 _ _
Price/Farnings 17 6 17.0 22.7 71.4

Present Value Stage 1 414 2.G 1.78

EV/EBUDA 10,1 10.0 11.3 10 2
Present Value Stage tl 1.129 7.0 3.50

EV/EBIT 16.1 15.7 17.4 156
Present Value Stage III 14.614 90.5 45.37

16.156 100.0 50.16Free Cash Flow Yield % -3.1 -3 0 3.2 ■22

Dividend Yield % 3fi 35 29 30
Cash and Equivalents 118 — 0.37

Debt -8,103 — -25.16

Key Valuation Drivers Preferred Stock — — —

Cost ol Fquiiy % 10.0 Other Adjustments 35 — 0.11

Pre-Tax Cost ol Deb! % 5.0 Equity Value 8.206 — 25.48

Weighted Average Cost of Capital % 6.7

Long-Run lax Rale % 34.9 Projected Diluted Shares 322

Stage IIEBI Growth Rate % 7.0

Stage II Investment Rate % 87.5 Fair Value per Share (USDI —

Perpetuity Year 15
fht’ ilau hi Vie utilu above resrusont ha:;n-case (precasts m mo cninp.inyS reporting

uirrent.v ,jr ot Itiu hcqinning til the curtenl yeai Oui lax value estimate inay riillgi Irom ttirt
equity value per shaie shown above due lo our lime value ol money adiusirnwt eng m cases
whurecmlwbiliiy wi’itjhicd scenorio analvsi* is; perkxmed

(J W.wMiujvtJf All Kijnn Peseo^C McrniR3!iJ''s % Bwci';h ^ pt<x1ut ®C #rn1 cllP'ffl Ch Wiiri^'at iru; is not repivpretfw ir U 5 $ruK'« q/vj F*cf«a^c C»rtf^sy»n « J N’j’uyiA'fv StK-incal Flatly Orqani?jf»©o
!'NA5AC*I Ufif*ss u:h€fwi5' p'cviflej «a sewi:# isirte^nr. rfu'r«T y^e fhij ti»fior jnty mthe co«,'t>'hwf'ifh iH u rpod! jiiinfjuto'>i B^sea Th* irf^nritfi mu analyu^ 0f"<3 UD^''! r%e’(!iftC0 w toniiiftK r%est-cnt aicfrtovtCrt

fg1 o«fp(nei -me r'^rbiotg yg not >“■ tg Cut >x ^ »wcvf.tv a^O not AWivt*! ty t* co^^ct conokte o» Ik* opif-wts ►«p'«$aW ve ajo' v* mtp vv>renanj ve s ipjwt w.t^tgi.t no*i« EkCfO' 31 CT^er^y
f^iiif*tj rv !•«( Mofn^ira; yyil ntf be ftsponsihjc tor a-v. vse .•’Qt3fc*'*cn5 dgfr-^gev w otNM lwi« ipwi**iriq non-, o* fflateg to n'o*?nd:iof«. .*au vji^t c« of^ic^s v use ‘v rc-otjirmc ^»ein is tv ow^o'. o'coe^i o‘
Vo*rvr),',«^ ^crarrotoc corwj'.ed ■r.ftMlee.rpd’t t>' ,c^J •n an, "i^met wrnuuhf priorv.i.ttenco^^f trf Vv'm^stt.’ ’g<rJsr repru tail*! Tol^cWN'.ej«*xfi ftll.i .'l.'fi-fr^sr
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Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship Momingstar Credit Rating Industry Group
35.17uso 27.00usu 18.90uso 3645u$o Medium Narrow Stable Standard BBB Utilities - Regulated

Morningstar Analyst Forecasts

Income Statement (USD Mil)

Fiscal Year Ends rn December ______ Forecast

70 Ul ?01l 201Z 2013 20H

Revenue 6.422 6,019 5.061 5.536 6246

Cost of Goods Sold 2.974 2.556 1,542 1773 2.166

Gross Profit 3.448 3.463 3,520 3.762 4.080

Selling, General S Administrative Expenses 1.G5G 1.723 1,663 1753 1.885
Other Operating Expense (Income) 287 295 288 231 280

Other Operating Expense (Income) — — — 5 5

Depreciation & Amortization (if reported separately! 596 538 562 607 657

Operating Income (ex charges) 908 907 1.007 1.117 1.243

Resttuctuiing & Other Cash Charges 2 17 -4 — —

Impairment Charges (if reported separately! — — — — —

Other Non-Cash (Incomel/Charaes -15 -15 -32 -32 -33

Operating Income (incl charges) 921 905 1.043 1.149 1.276

Interest Expense 392 377 418 ■105
%

Interest income -93 •61 2 15

Pre-Tax Income 436 467 626 759 816

Income Tax Expense 142 163 216 261 286

Other After-Tax Cash Gains (Losses) -3 -5 6 — _
Other After-lax Non-Cash Gains (losses) 0 — — — —
(Minority Interest) - — — — —
(Preferred Dividends) — — — — —
Net Income 292 299 416 498 531

Weighted Average Diluted Shares Outstanding 280 289 300 322 323

Diluted Earnings Per Share 1.04 1.03 1.39 1.55 1.64

Adjusted Net Income 341 389 437 ■198 531

Diluted Earnings Per Share (Adjusted) 1.22 1.35 1.46 1.55 1.64

Dividends Per Common Shaie 0.92 0.92 0.94 098 1.02

EBITDA 1,518 1.443 1.605 1.756 1.933

Adjusted EBITDA 1,505 1.446 1.569 1.724 1.900

£• Voting;]11 ?DU All Rcf.Rrvf;d MorninJita‘'s C'fJti ftatt'iys A Acsedich 14 cmocu:cC 3«d nMered in Mivrnhgsui he, wti.c*, n noi rue J $ S«unJtPS ^"0 Mchanpe CtHnmistoa as 3 NjTicmailv S*a:i5hC3l RdNog
l*Ni* S3G"J UnJea «j pwiiififi .n a :^cufwfl1 vov may us* !ii s fecun c-r.h. tn 1 he coihi'y in wimich 0s origrtta 1 dsi<• bu'ut ^ 53\L*o I h*-1 nKirmj: 1 yi ijjij, 0ni: a'-d op ^on 1 Df9«n;m rtf*».n Co npt cwss 1 rvte 1 n»<*simef 1 a*nr. 31 p :'w<m^d
iLiiply for inlw^iional pgieoics arid ir.e'cio'e afC ^ 10 Duy or a security, arte J'E-noi wanatiieti id becwtW coiTicicrc or ai.ui au it., upirvu'is e»(*e$«d as o' ’he dare wMten and ate suCi«t n> :n»n^ v,»;ntjut pot»« £*:epi as cnpiv..*,*
•uCunEC 3vlM Munnr.gsiai sul| not heitsponsiCd* S’n liadiiitfil9CiS*cns. damages 0> oitiei Iwses resultingtiom 01 iClaif d 10 'ff Hilu-nany Cara aiatyj.04 of ppitiOT. C iVn iae 3nf inSyif^l.cn Cjnl&noo rye-nio .jm*. ptiysTl'y ptop-n, nf 
Vtf ftin^Sl ai iflQ rfay r«i W rejiodMCCtf m wtte or ^ BW1 rv ■. s Rfl 10 a ^ itix net. w : rn j- r.c fift Ck * 11 rpn cy :enl Ol W W ningsta* »o v 3‘.m E P> 1 r. 1 v l »l I »1 31J fi ft 6 KJO hi tCCfllC the <p;cai £h. Ldll -) 3 r 9fr-66 5?
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Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship Morningstar Credit Rating Industry Group
35.17usn 27.00 ust) 18.9Qusd 36.45 usd Medium Narrow Stable Standard BBB Utilities - Regulated

Morningstar Analyst Forecasts

Balance Sheet (USD Mil)

fiscal Year Ends in Oecemhci ______Forecast
?01D ?on 701? .’Or.'? 7014

Cash and Equivalents 71? 17? 83 198 220

Investments — _ — — —

Accounts Receivable 1.079 855 907 83-1 941

Inventory 428 566 496 437 534

Deterred Tax Assets (Current) — — — — —

Other Short Term Assets 730 655 866 875 900

Current Assets 2,449 2.243 2,352 Z348 2.596

Net Property Plant, and Equipment 11.097 11,800 12.916 14.2% 15.331

Goodwill 3.67/ 3,077 3.677 3.677 3.677

Other Intangibles 309 298 787 78/ 287

Deterred Tax Assets (Long-Term) — — — — —

Other Long-Term Operating Assets 7.407 2,685 2,613 2.700 2.800

Long-Term Non-Operating Assets — — — 32 65

Total Assets 19.939 20,708 21,845 23.337 24.756

Accounts Payable 582 435 539 620 757

Short-Term Debt 1.417 1,687 1,284 uoo 1.500

Deferred Tax Liabilities (Current) — — — — —

Other Short-Term Liabilities 1.651 1,525 1.479 1.500 1.600

Current Liabilities 3,649 3,646 3,302 3.220 3.857

Long-Term Debt 5.930 6.7G7 G.819 7800 8.000

Detuned Tax Liabilities ILomj-loiml 2,710 2,542 2,953 3,250 3.500

Other long-fern Operating Liabilities 3.270 3,256 3.716 3,300 3.400

l ong-Term Non-Operalmg Liabilities — — — — —

Total Liabilities 15,016 15.711 16,290 17,570 18.757

Preferred Stock _ __ _ _ _
Common Slock 4.973 3 3 3 3

Additional Paid-in Capital — 4,168 4,598 ■1.633 4.668

Retained Earnings (Deficit) — 917 1,060 1.243 1.444

(Tieasury Stock] — -31 -41 -41 -41

Other Equity — -60 •66 -71 -76

Shareholder's Equity 4,923 4,997 5,554 5.767 5.998

Minority Interest __ _ — — —

Total Equity 4.923 4.997 5,554 5.767 5,998

£ ?□;; All ft gvs Mtffufigi'ot's C f» Reso’tF's cwMucrt 4iiCnUej« t, Mo'h rij'ijt. lx, not iBgvrc<s3 w:r l*x u S VkijI'I ps Conmswi^ « a KM onjiir Rtf Su r.iitil Gtgtnranci- Pnqi! 1 ol b
i * s ?’l Llhiau Vfwrs* f*vr 0e3 n a •« we ag* ee~xp.t n»u me' v s t »oo»i ^ cotftt > * * i^tcr ivQ Ml crju f aut v > s in M * r* <rl ornj’r v. C31 j j s 3'«fl ot r*onj J3»p»‘t‘cfl t c/91 rtco w co«st«i ^ e 1 ovrti »> e c« evitfw

: itp r.'cp^itonJ putposn 5• f• c’e** 9's wi 3* otitt 10 h* c spH 3 W!tv^^ 9 ? rtCK tva* 1 snifd 1 d :f c5"w. wnflit O' u'3ie I opif^cij c«t**.sstc j■ fc 0"'* ds/e »vt.tu*n anG** iubr**'110 W3r,5? +'t001 it<; f *'fyf dL 111'rrwiL6
'P^gi'^C l«M MOfnr"CS43r Sftjdl nyt (W'ttSPOtS'lilfr lot 3<iy Ujdino 5r;rS*^S C30iap**S 0* OD^r I^SSfS ICVU* 1’^3 ftO'*< 0»'Hjlcfl It) l*x in\t nai<tfi Jdla 3' 3!y’ PS O' Up<^l^LS Ot Iht**’ j^n tf* (Moimal'O^ Ct>ni2iflW rtticr IS H>e 0»Cp!/1y 0*
h/tr'nrjMJt oocnay rot t* "J'ttluM-C 'fi w'/'C'tc o'* r3". 01 vSPJ .n dfiy m3nnpt * Ihtwllhr pnoi wf'/len uynicn* fjt VcvntngMir *ir rd';'ipprmii call *T jO-fiyvc’OO Tu Inpnie the f?;ta'Ch Coif'
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Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship Momingstar Credit Rating Industry Group
35.l7u$t) 27.O0USD 18.90 uso 36.45uso Medium Narrow Stable Standard BBB Utilities - Regulated

Momingstar Analyst Forecasts

Cash Flow (USD Mil)

Tiscal Veat fnds in Ofirnmwi forecast

?cno von 701? ?0’3 ?ou

Net Income 283 299 416 496 531

Depreciation 597 538 562 607 657

Amortization — — — — —

Stock-Based Compensation 31 39 45 35 38

Impairment ot Goodwill — - — — —

Impairment of Other Intangibles — — — — -

Defeired Taxes 194 178 305 297 250

Other Non-Cash Adjustments V 217 25 -32 -33

(Increase) Decrease in Accounts Receivable ■m 220 •51 73 ■107

(Increase) Decrease in Inventory 103 -142 62 58 -97

Change in Other Short-Term Assets -291 -274 -157 ■9 ■25

Increase (Decrease) in Accounts Payable 38 -155 57 81 137

Change in Other Short-Term liabilities - — - 21 100

Cash From Operations 783 920 1.264 1630 ML

(Capital Expendituies) -804 -1.125 -1.499
-1.987 ™m

Net (Acquisitions). Asset Sales, and Disposals 1 9 26 — —

Net Sales (Purchases) of Investments - — — — —

Other Investing Cash Flows -140 -34 51 -4 —

Cash From Investing -944 -1.149 •1.422 ■1991 1.691

Common Stock Issuance (or Repurchase) 13 21 3/4 35 35

Common Stock (Dividends! -256 -258 •2/3 -316 -330

Short-Term Debt Issuance lor Retirement) 1.280 •23 •582 ■184 400

Long-Term Debt Issuance (or Retirement) -826 541 656 981 200

Other Financing Cash Flows — _ — ■35 ■33

Cash From Financing 211 281 175 481 268

Exchange Rates. Discontinued Ops, etc. (net) -57 -50 8 -5 ■5

Net Change in Cash -8 2 25 115 22
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Equity Research

NiSource, inc.

Cettinq Closer to an MLR

Solid 2013 results: Nl reported 2013 full-year adjusted EPS of $1.58. vs. our and 

consensus estimates of $1.57. For 4Q, adjusted EPS was $0.47. Management provided 

2014 guidance of $1.61-1.71 per share and a capex estimate of $2.15 billion; consistent 

with our view that the company can achieve above the high end of its previous multi

year capex guidance of $1.5-1.8 billion per year. We believe this should in turn drive 

multi-year EPS growth towards the high end of the company's 5-7% guidance.

NIPSCO Electric 7-Year TDSIC tracker approved: On Feb. 17, the Indiana Utility 

Regulatory Commission (IURC) approved NIPSCO's 7-year electric T&D tracker filing, 

which would allow timely recovery of 80% of qualifying T&D capex under a tracker. A 

general rate case filing would be required to recover the remaining 20%. although we 

do not expect a filing until sometime in the latter half of the 7-year program.

Columbia Pipeline Group updates: Nl announced it had entered into binding, 

preceding agreements for the Cameron Access Project, a $300+ million project 

connecting Nl’s Columbia Gulf Transmission system to the Cameron LNG terminal 

which received DOE export approval last week. The company also recently completed 

open seasons for Leach XPress and Rayne XPress, projects which would further link 

shale production to Nl's Columbia Gas and Columbia Gulf pipeline systems.

MLP announcement is likely: During the call, management confirmed prior comments 

that the company may have potential workarounds to tax leakage and credit rating 

obstacles to the MLP. and that an MLP remains in consideration with a decision 

announcement expected in 3Q. While this is not new in and of itself, we believe the 

affirmation that the MLP appears on track was received positively by investors, with a 

view that an MLP announcement is incrementally likelier after the call.

Stock Rating OVERWEIGHT

Unchanged

Industry View NEUTRAL

Unchanged

Price Target USD 36.00

raised 6% from USD 34.00

Price (18-Feb-2014) USD 35.30

Potential Upside/Downside +2%

Tickers Nl

Market Cap (USD mn) 11059

Shares Outstanding (mn) 313.29

Free Float (%) 99.52

52 Wk Avg Daily Volume (mn) 2.1

Dividend Yield (%) 2.8

Return on Equity TTM (%) 8.46

Current BVPS(USD)

Source: Thmson Reuters

18.21

Price Performance Exchange-NYSE

52 Week range USD 36.82-26.81

Apr-001* JiM 20H UC! OOI3

Link to dordoys in* for interactive charting

Raising PT to $36: Our new PT reflects an MLP scenario for Nl, as we perceive an 

increasing likelihood that Nl will announce an MLP. Our previous $34 PT was a 

weighted average of an MLP and non-MLP scenario.

Nl: Quarterly and Annual EPS (USD)

North America Utilities 

Daniel Ford, CFA 

1.212.526.0836
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William Zhang

1.212.526.6203
Q1 0.69A N/A N/A 0.76E N/A N/A 0.74E N/A N/A

Q2 0.23A N/A N/A 0.25E N/A N/A 0.27E N/A N/A william.^hang@barclays.corn

Q3 0.18A N/A N/A 0.17E N/A N/A 0.22E N/A N/A BCI, New York

Q4 0.47A N/A N/A 0.49E N/A N/A 0.54E N/A N/A

Year 1.58A 1.66E 1.66E 1.66E N/A 1.83E 1.78E 5% 10%

P/E 22.3 21.2

Source: Barclays Research.

Consensus nurnbers are from Thomson Reuters

19.3

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 objectivity of this report.

Investors should consider this report as only a single factor in making their investment decision. 

PLEASE SEE ANALYST CERTIFICATION(S) AND IMPORTANT DISCLOSURES BEGINNING ON PAGE 4.
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NiSource, Inc (Nl)

Income statement ($mn) 2013A 2014E 2015E 2016E CACR

Revenue 5,657 6,092 6,277 6,458 4.5%

EBITDA {ad|) 1.701 1,925 2,084 2.242 9.6%

EBIT {adj) 1.143 1,306 1,427 1.546 10.6%

Pre-tax income (adj) 753 806 892 991 9.6%

Net income (adj) 494 524 580 644 9.3%

EPS (adj) ($) 1.58 1.66 1.83 2.03 8.7%

Diluted shares (mn) 313.6 315.0 316.4 317.6 0.4%

DPS ($) 1.00 1.08 1.12 1.16 5.1%

Margin and return data Average

EBITDA (adj) margin (%) 30.1 31.6 33.2 34.7 32.4

EBIT (adj) margin (%) 20.2 21.4 22.7 23.9 22.1

Pre-tax (adj) margin (%) 13.3 13.2 14.2 15.3 14.0

Net (adj) margin (%) 8.7 8.6 9.2 10.0 9.1

ROIC (%) 8.2 8.7 8.9 9.1 8.7

ROA {%) 2.2 2.2 2.3 2.4 2.2

ROE {%) 8.3 8.4 8.9 9.5 8.8

Balance sheet and cash flow ($mn) CACR

Net PP&E 14,047 15,827 17,239 18,613 9.8%

Totai net assets 22,654 24,294 25,692 27,064 6.1%

Capital employed 14,022 15,003 16,001 16,972 6.6%

Shareholders' equity 5,887 6,217 6.493 6,813 5.0%

Net debtZ(funds) 8,109 8,649 9,419 10,105 7.6%

Cash flow from operations 1.437 1,721 1,604 1.708 5.9%

Capital expenditure -1,880 -2,081 -2,070 -2,070 N/A

Free cash flow -679 -974 -872 -770 N/A

Pre-dividend FCF -374 -634 -518 -401 N/A

Valuation and leverage metrics Average

P/E (adj) (x) 22.3 21.2 19,3 17.4
20.6

EV/EB1TDA (adj) (x) 11.3 10.2 9.8 9.4 10.2

EV/EBIT (adj) (x) 16.8 15.1 14.4 13.7 15.0

P/BV (x) 1.9 1.8 1.7 1.6 1.8

Dividend yield (%) 2.8 3.1 3.2 3.3 3.1

Total debt/capital (%) 58.0 58.6 59.4 59.9 59.0

Net debt/EBITDA (adj) (x) 4.8 4.5 4.5 4.5 4.6

Selected operating metrics Average

Payout ratio (%) 63.3 65.0 61.1 57.2 61.6

Interest cover (x) 2.8 2.6 2.7 2.8 2.7

Regulated (%) N/A N/A N/A N/A N/A

Indus try.ViewTNEUTRAL*

Stock Rating: OVERWEIGHT

Price (18-Feb-2014) USD 35.30

Price Target USD 36.00

Why Overweight? We rate Nl as an Overweight 

because of the attractive risk/reward profile from Nl's 

well-defined rate base growth strategy which we see 

as relatively low-risk. Moreover, we believe additional 

value can be captured in Nt's potential for an MLP, a 

scenario to which we assign a 75% probability 

weighting in our valuation.

Upside case USD 39.00

Our upside case assumes the Columbia Pipeline 

Croup is converted to an MLP with a 3.2% target 

yield.

Downsjde case ^USD^O.OO

Our downside case assumes Nl does not execute a 

midstream MLP. and we instead assign a 9.5x 2015E 

EBITDA to 2015E midstream earnings in our 

valuation.

Upside/Downside scenarios

Price History Price Target

Prior 12 months Next 12 months

High Upside

39.00

36.82

Current
" Vie ^

Target

35.30
V?

35.00

30.00

26.SI

Low Downside

POINT® Quantitative Equity Scores 

Value

Quality

Sentiment

£^ggU:.High~

Source: POINT®. The scores are valid as of the date of this 

report and are independent of the fundamental analysts' 

views. To view the latest scores, please go to the equity 

company page on Barclays Live.

Source: Company data. Barclays Research 

Note: FY End Dec

19 February 2014 2
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MLP Scenario Valuation
We believe that an MLP scenario would be conservatively worth $36/share for Nl. in our 

view, the company is likely to include only around $70-75 million in EBITDA in the MLP 

initially and drop in the remaining assets over time. Our valuation assumes a 3.78% target 

yield (based on an average of comparable MLPs with high-teens distribution growth and 

similar assets) and a l.lx coverage ratio: and excludes $300 million in modernization 

spending from maintenance capex.

FIGURE 1

NiSource MLP Scenario Valuation

N IRSCOTEI e'ctri c^HH • • , S q UticaTlIeasesBflBflBB l
M *

2015E EBIT 303.6 Value per share $0.50 2015E EBITDA 690.3
Interest Expense 79.7 Interest Expense 313.0

Tax rate 35% litentHHtimS v.; Maintenance Capex 180.0

Net Income 145.5 2015E EBIT (20) Distributable Cash Flow 197.3
EPS $0.46 Tax rate 35% Coverage Ratio l.lx
Value per share $7.57 Net Income (13) Distribution 179.3

EPS ($0.04) Distribution per share $0.57

Value per share ($0.68) Target Yield 3.79%

2015E EBIT 527.9 Value per share (MLP) $15.02

Interest Expense 142.1 * *

Tax rate 35% Regulated Croup Multiple 14.9x

Net Income 250.8 Premium 10% (BteasiTy,/'. 'L
* -* V

EPS $0.80 Electric Utility Multiple 16.4x NIPSCO Electric $7.57
Value per share $14.00 Cas Distribution $14.00

agtmTMfiMraiflq' ’f ^ Utica Leases $0.50

Regulated Group Multiple 14.9x Parent ($0.68)
Premium 18% Pipeline Croup (MLP) $15.02

Cas Utility Multiple 17.6x Total $36.42
Source; Company filings, Barclays estimates.

Our previous PT of $34 was a probability-weighted average of MLP and non-MLP scenarios. 

We are also raising our 2015 EPS estimate to $1.83 from $1.77 since an MLP would replace 

what would otherwise be a roughly $400 million block equity issuance in 2H15. Our 

previous $1.77 estimate included dilution from this issuance.

19 February 2014 3
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ANALYST(S) CERTIFICATION(S):

I, Daniel Ford, CFA, hereby certify (1) that the views expressed in this research report accurately reflect my personal views about any or all of the 
subject 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 firm'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 firm'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 affiliates (collectively and each 
individually, "Barclays"). For current important disclosures regarding companies that are the subject of this research report, please send a written 

request to: Barclays Research Compliance, 745 Seventh Avenue, 14th Floor, New York, NY 10019 or refer to http://publicresearch.barclays.com 
or call 212-526-1072.

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 of their 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/disciaimer-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, Inc. (Nl, 18-Feb-2014. USD 35.30), 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 of a publicly disclosed offer of securities of the issuer in the 

previous 12 months.

B: An employee of Barclays Bank PLC and/or an affiliate is a director of this issuer.

C: Barclays Bank PLC and/or 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 and/or 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 1 % or more of a class of equity securities of the issuer as of the end of the month prior 
to the research report's issuance.

C: One of the analysts on the coverage team (or a member of his or her household) owns shares of the common stock of this issuer.

H: This issuer beneficially owns 5% or more of any class of common equity securities of Barclays Bank PLC.

I: Barclays Bank PLC and/or an affiliate has a significant financial interest in the securities of this issuer.

): Barclays Bank PLC and/or an affiliate trades regularly in the securities of this issuer.

K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation from this issuer within the past 12 months.

L: This issuer is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or 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 
and/or an affiliate.

N: This issuer is, or during the past 12 months has been, a non-investment banking client (non-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 this issuer's slock, 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.

P: A partner, director or officer of Barclays Capital Canada Inc. has. during the preceding 12 months, provided sen/ices 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.
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IMPORTANT DISCLOSURES CONTINUED

S: Barclays Capital Canada Inc. is a market-maker in an equity or equity related security issued by this issuer.

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 of all 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 of the industry coverage universe over a 12- 

month investment horizon.

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-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 improving.

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 (LN7)

American Water Works (AWK) 

CenterPoint Energy Inc. (CNP) 

Dominion Resources (D)

Edison International (EIX)

Great Plains Energy Inc. (GXP)

ITC Holdings (ITC)

Northeast Utilities (NU)

PG&E Corp. (PCG)

Portland General Electric Co. (POR) 

Sempra Energy (SRE)

Westar Energy (WR)

Ameren Corp. (AE£)

Aqua America (WTR)

CMS Energy (CMS)

DTE Energy (DTE)

Emera Inc. (EMA.TO) 

Hawaiian Electric Inds (HE) 

National Grid Pic (NCC)

OCE Energy Corp. (OCE) 

Pinnacle West Capital (PNW) 

PPL Corporation (PPL) 

Southern Co. (SO)

Wisconsin Energy (WEC)

American Electric Power (AEP) 

Canadian Utilities Ltd. (CU.TO) 

Consolidated Edison (ED)

Duke Energy (DUK)

Eodis Inc. (FTS.TO)

Integrys Energy Croup Inc. (TEC) 

NiSource, Inc. (Nl)

Pepco Holdings (POM)

PNM Resources (PNM)

SCANA Corp. (SCC)

TECO Energy (TE)

Xcel Energy (XEL)

Distribution of Ratings:

Barclays Equity Research has 2585 companies under coverage.

44% have been assigned an Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating: 47% of 

companies with this rating are investment banking clients of the Firm.

38% have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 43% of 

companies with this rating are investment banking clients of the Firm.

15% have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 39% 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 12 months. Upside/downside scenarios, where provided, represent potential upside/polential downside to each analyst's price 

target over the same 12-month period.

Guide to the POINT® Quantitative Equity Scores:

The POINT Quantitative Equity Scores (POINT Scores) are based on consensus historical data and are independent of the Barclays fundamentai
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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 of value include P/E, EV/EBITDA and Free Cash Flow.

A high/low Quality score indicates financial statement strength/weakness. Measures of quality include ROIC and corporate default probability.

A high/low Sentiment score indicates bullish/beansh market sentiment. Measures of sentiment include price momentum and earnings revisions. 

These scores are valid as of the date of this report, To view the latest scores, which are updated monthly, dick here.

For a more detailed description of the underlying methodology for each score, please dick here.

Barclays offices involved in the production of equity research:

London

Barclays Bank PLC (Barclays, London)

New York

Barclays Capital Inc. (BCI. New York)

Tokyo

Barclays Securities lapan Limited (BSJl, Tokyo)

Sao Paulo

Banco Barclays S.A. (BBSA, Sao 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, Johannesburg)

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 (India) Private Limited (BSIPL, Mumbai)

Singapore

Barclays Bank PLC, Singapore branch (Barclays Bank, Singapore)
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IMPORTANT DISCLOSURES CONTINUED

NiSource, Inc. (Nl)
USD 35.30 (18-Feb-2014)

Stock Rating

OVERWEIGHT

Industry View

NEUTRAL

Currency*ySD,

Date Closing Price Rating Adjusted Price Target

- Closing F>ic« ▲ Target ftice • Ralifig

Source: IDC. Barclays Research

Link to Barclays Live for interactive charting

06-)an-2014 32.95 34.00

31-Oct-2013 31.52 33.00

24-Apr-2013 31.14 32.00

20-Feb-2013 27.04 29.00

03-Dec-2012 24.34 Overweight 27.00

09-)ul-2012 24.41 26.00

01-May-2012 25.33 25.00

01-Feb-2012 23.45 23.00

28-Oct-2011 22.52 22.00

26-)ul-201l 20.85 21.00

Source: Thomson Reuters, Barclays Research

Historical stock prices and price targets may have been adjusted for 

stock splits and dividends.

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 previous 12 months.

C: Barclays Bonk PLC and/or an affiliate is a market-maker and/or liquidity provider in equily securities issued by NiSource, Inc. or one of its 

affiliates.

D: Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from NiSource, Inc. in the past 12 months.

): Barclays Bank PLC and/or an affiliate trades regularly in the securities of NiSource, 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 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

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.

0: 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 slock: 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: Our $36 FT is based on an MLP scenario. We value the regulated utility segments using a group average I4.9x 2015 EPS 

multiple, with a 10% quality premium for the electric utility and an 18% premium for the gas utilities. Additionally, we assign $0.50/share for NTs 

Utica lease holdings. Our MLP valuation assumes a 3.8% target yield and $690 million in 2015 EBITDA for the midstream operations.

Risks which May Impede 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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DISCLAIMER:

This publication has been prepared by the Corporate and Investment Banking division of Barclays Bank PLC and/or one or more of its affiliates (collectively 

and each individually, "Barclays"). It has been issued by one or more Barclays legal entities within its Corporate and Investment Banking division as provided 

below. It is provided to our clients for information purposes only, and Barclays makes no express or implied warranties, and expressly disclaims all warranties 

of merchantability or fitness for a particular purpose or use with respect to any data included in this publication. Barclays will not treat unauthorized 

recipients of this 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 liability for (a) any special, punitive, indirect, or consequential damages: or (b) any lost profits, lost revenue, loss of 
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Share price performance

Daly Fob 19,2013 . Ft* 18, 2014 2/19/13 = USS?? 26 
36 
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26 ,----------------- -----------------------------------------------

Tef. 13 May*13 Aug 13 Nav-13
Pr.ce --------- inue'ed S&P 600 INDEX

On 0?/1&,t4 the S&P 500 INDEX dosed at (8-J0 76

Quarterly EPS Q1 Q2 Q3 Q4
2013A 0.69 0.23 0.18 0.4/
2014E 0.73 0.26 0.14 0.55
2015E 0.75 0.27 0.12 0.63

In-line Qtr; Rising Visibility for MLR; Raising 
TP to $38

a MLR option looks more secure: Judging by the sentiment expressed on 
the call, we believe an MLR option is becoming more probable. Cash from 
an MLR would be used to shield required equity capital funding of -$400 that 
we otherwise expect in 2015. We envision -"10-15% of the Columbia 
Pipeline assets initially in the MLR with future drops on a ratable basis to 
provide capital for NTs long-term capex program. For background, Nl has 
~$30B of capital expansions in sight, with S2.15B planned for this year (up 
from $2.05B last year). The final decision for an MLR should be mid-year.

a LNG export project secured, Marcellus/Utica reverse flow project under 
review: Nl announced a project on CPG serving the Cameron LNG export 
facility and a new project to reverse flow on the Columbia Gulf system that is 
currently under review. The latter could be a material project if secured.

■ LT earnings and dividend growth reaffirmed: Management reaffirmed its 
long-term earnings growth of 5-7% and dividend growth of 3-5% and is 
targeting earnings of $1,61-$1.71 per share this year, up from $1.58 in '13.

° Raising target price to $38: Our $38 TP is based on a 18-21x 2015E EPS 
on the electric utility business, a lOx 2015E EBITDA multiple on the natural 
gas utilities segment, a 12.5 times EV/EBITDA multiple on the assets that 
qualify for MLP treatment (which we model as -11.5% 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 4-16% 
with a mid-point of -10%, supportive of a Neutral rating on the shares.

Financial and valuation metrics
Year 12/13A 12/14E 12/15E 12/16E

<CS adj.) (USS) 1.57 1.68 1.77 1.87
Prev. EPS (USS) — ___ — 1.93
P/E (x) 22.6 21.0 19.9 18.9
P/E rel. (%) 128.3 126.5 131.8 138.6
Revenue (USS m) 5.657.3 5,941.2 6,470.9 6,902.9
EBITDA (USS m) 1,720.7 1,899.5 2,088.0 2,271.0
OCFPS (USS) 4.58 4.67 4.98 4.00
P/OCF (x) 7.2 7.6 7.1 8.8
EV/EBITDA (current) 11.5 10.5 9.5 8.7
Net debt (USS m) 8,807 9,761 10,104 10.767
ROIC (%) 5.07 5.27 5.42 5.42

Number of shares (m) 313.29 1C (current, USS m) 14,693.80
BV/share (Next Qtr., USS) 19.6 EV/IC (x) 1.3
Net debt (Next Qtr., USS m) 8,949.2 Dividend (current, USS) 1.0
Net debl/tot cap (Next Qtr., %) 147.9 Dividend yield (%) 0.71
Source: Company data. Credit Suisse estimates

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 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 
distribution, gas transmission and storage, and electric operations. Rate regulated 
operations account for the majority of Nl's operating earnings. NTs gas distribution 
operations serve 3.3 million customers across seven states. NTs gas transmission and 
storage operations comprise 15,000 miles of pipe and 639 billion cubic feet of storage 
capacity. The electric operations consist of its Northern Indiana utility, Northern Indiana 
Public Service Company (NIPSCO), which serves approximately 458,000 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 8 
different upgrade and expansion projects as well as a $4-$5B opportunity for a 
pipeline modernization program approved by the FERC for cost recovery (Exhibit 
1). The CPG group also has $1B 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.

Importantly, we believe Nl has the liquidity ($1.6B available), balance sheet, and 
opportunity set in place to maintain an annual cap ex program of $1 8-$2.3B.

GAS-ROR-010
Attachment G

54 of 86
19 February 2014

Outlook: Holding Our Forecast

■ 4Q13 Results largely in>line: Nl reported 4Q EPU of $0.47 and segment EBITDA of 
$486 million, which was largely in-line with our $0.48 and $491 million estimates. 
Strength in the Gas Distribution segment offset lower segment earnings on NIPSCO 
and GT&S (Exhibit 3).

■ Rayne/Leach Express Project: This newly announced project would move Marcellus 
and Utica gas to the Gulf Coast in what could be material for NiSource (Exhibit 1). We 
expect shipper interest to be strong given what we've seen with similar projects by 
some of NiSource's competitors in the region. While no estimates have been provided, 
we believe cap ex is likely to be in the $0.5 to $1.0 billion range if it proceeds and we 
would anticipate 12-15% ROIC on the project.

■ LNG export project secured: Nl announced a project on CPG serving the Cameron 
LNG export facility. Capex associated with the project is expected to be -$300mm and 
the project will add -800 MMcf/d of capacity by the end of 2017. We expect the project 
at 6-8x EBITDA, contributing -'$35-50mm of annual EBITDA when complete.

■ Liquidity: Nl had a net available liquidity from its revolving credit facility and stand-by 
letters of credit of-'$1.6B at the end of 4Q13.

NiSource Inc. (Nl) 2



a Cap Ex Forecast of ~$30b over the long term: Nl has a total inventory of ~$30b 
(equivalent to $1.8-$2.3B/year) in infrastructure focused investment opportunities over 
the next 15-20 years. With the earnings report, Nl issued 2014 capex guidance at 
$2.15B, with a significant driver being increased investment in tracked infrastructure 
replacement and modernization programs and the remainder dedicated to growth on 
the Columbia Pipeline system.

■ MLP option seems more likely than not: From the tone of the call, we believe that 
the MLP option is highly likely at this stage. We model 11.5% 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-tax basis associated with the 
assets.
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Exhibit 1:CPG Regulated Pipeline and Storage Growth

^$3B-$4B Oppertun'ty^ E _

'Millennium ~$90M !Ni. sjsmi 20'13 & 1Q'14
Maicellus Deliver Msrcellus supplies to multiple markets with 

expanded compression otMmisink (*150 MMcWay) and Hancock 

(*175 hthlcf/Doy)

Phase 1:4Q‘13
iVirginia LNG Facility -S30M Phases 2a 3: u .-is
Facility Upgrade: MulU-phased project over three years to upgrade 

and mamtoin service to existing customers. (120 MMcf/Day)

Warren County -S35M 20'14
Gas Generation: Expansion to serve Virginia Power's new 1,300 MW 

plant (250 MMc&Day)

: West Side Expansion -S200M 40114
Marcetlus: Transport supply to growing Southeast Markets ('500 
MMcf'Day) with limited interim service currently being provided.

East Side Expansion -S275M 3Q '15
Marcellas: Connect northern Marcellas supplies to Northeast and Mid- 

Atlantic Markets (-315 MMcPDay)

-S40M
Giles County cpgszsm-covjism . 40*14
Gas Conversion: Pipeline extension to serve.coal-to-natural gas bodertl. ., ~ 

convetsion (-45 MMcf/Day) FERC Approved Feb. 7, 20t4 -_

Line 1570 -S20M 4Q’14‘
Marcetlus: increased takeaway capacity (-100 Mh4ct/Day). jFERC - 

ApprowdFeb 7, 20‘4 /

: Cameron Access Project -S300M / YE.'17

7ran$[>ot1 supplies Isom numerous basins into Cameron's LNG facility 

via a new pipekne and additional compression, ('800 MMcf/Day)

. Rayne / Leach Express TBD .* TBD
Marcetlus / Utica : Facilitates transportation of Mareetius end Utica ' 
production to markets on Columbia Gas (Leach) and Columbia Gulf 

(Rayne). (Rayne = '800 MMcf/Day: Leacft.= 'I.OBcf/Day)

Complete 

In Execution 

; In Development 

In Evaluation

$300M/Yr 2013-2018

FERC approved (1/2013) - 5 Year settlement agreement (with 

potential exten sion provisions) to execute a comprehensive, 

balanced and transparent pipeline modernization program. The 

program started m 20'3.. lust yew tracker filed in December 2013 

and approved tor February 2014 ipcovery.

Source: Company data, Credit Suisse estimates

NiSource Inc. (Nl) 3



Credit Suisse

GAS-ROR-OIO
Attachment G

56 of 86
19 February 2014

Estimate Changes
We are holding our 2014 and 2015 full year EPS estimates at $1.68/share and 
$1.77/share. However, we are revising our segments slightly to reflect -7-9% y/y EBIT 
growth on the Gas Distribution and NIPSCO Electric segments, while lowering our outlook 
for GT&S as we believe that our prior estimates were too robust given the backlog.

Exhibit 2: Maintaining 2014 and 2015 EPS outlook, slight rebalancing to segment EBITDA

4Q136 2013E 2014E 2015E 3013A 4Q13A 2013A 2014E 2015E 3Q13A 4Q13A 2013A 2014E 2015E
Segment EBITDA

Gas Distnbubon 201 636 700 758 51 216 648 707 773 0.0% 7.2% t.9% 1.0% 2.1%
NIPSCO Electric 127 525 533 565 151 112 510 537 575 0.0% -12.1% -2.9% 0 8% 1.9%
Gas Transmission 8 Storage 161 561 684 753 125 146 548 633 717 0.0% -7.9% •2.2% -7.5% -4.9%
Other 1 5 P) d) 1 10 16 23 23 NM NM NM NM NM

Total EBITDA (recurring) 491 1,727 1,916 2,075 328 486 1,722 1.899 2,088 0.0% •0.9% •0.3% -0.9% 0.6%

Segment EBIT

Gas Distribution 149 433 478 517 (0) 164 447 486 529 0.0% 50.3% 30% 1.6% 2.3%
NIPSCO Electric 61 268 263 284 91 51 266 288 314 0.0% -16.4% •0.8% 9.3% 10.7%

Gas Transmission 8 Storage 131 450 552 602 99 120 441 506 567 0.0% -8.4% -1.9% -8.3% •5.7%

Other (2) (6) (13) (13) (5) 4 (10) 10 9 0.0% -333.2% 67.8% •179.6% •1681%

Total EBIT (recurring) 340 1,145 U81 1,390 184 340 1,143 1,290 1,419 0.0% 0.1% -0.1% 0.7% 2.1%

Interest Expense 106 412 461 514 104 111 415 476 549 0.0% 2.6% 07% 3.1% 7.0%

Other Expenses 0 (22) 0 0 (5) (2) (24) 0 0 00% NM 9.5% NM NM

Taxes 81 260 291 315 28 83 262 285 309 0.0% 2.1% 09% •2.1% -2.1%
Recurring Net Income 151 495 529 561 57 149 491 529 561 0.0% •1.4% -0.9% 0.1% 0.1%

Diluted Wtd Avg shares outstanding 313 313 315 316 313 313 314 315 317 0.0% 0.0% 03% 0.0% 0.0%

Recurring EPS - Diluted

Dividend per share

Financing & Credit Metrics

SO. 48

$0.25

S1.56

S0.99

$1.68

$1.03

$1.77

$1.07

$0.16

$0.25

$0.47

$0.25

$1.57

$0.99

$1.68

$1.03

$1.77

$1.07

0.0%

0.0%

-1.4%

0.0%

•1.2%

0.0%

0.0%

0.0%

0.0%

0.0%

Total Debl/Total Cap 59.6% 59.6% 60.3% 58.7% 59.7% 60.0% 60.0% 61.4% 59.8% 0.0% 0.7% 0.7% 1.9% 1.9%

Net Debt / Total Cap 59.6% 59.6% 60.3% 58.7% 59 7% 59.9% 59.9% 61.4% 59.8% 0.0% 06% 0.6% 1.9% 1.9%

Nel Debt/Equity 147.3% 147.3% 151.6% 141.9% 148 0% 149.6% 149.6% 158 9% 148.6% 0.0% 1.5% 1.5% 48% 4.7%

Book Value Per Share $18.45 $18.49 $19.19 S20 88 $1823 $18.78 $1877 $1952 $21.49 0.0% 1.6% 1.5% 1.7% 2.9%

Net Debt mM EBITDA 4.9x 4.9x 4.8x 4.5x S.Gx Six 5 1« 5.1x 4.8x 0.0% 3.7% 3 8% 76% 7.1%

Source: Company data. Credit Suisse estimates

NiSource Inc. (Nl) 4
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Exhibit 3: 4Q Higher Gas Distribution offset weaker NIPSCO and GT&S EBIT
Eamlnqs Variance '

4Q13 4Q13CS Diff. 4Q12

Actual Estimate Diff. (%} Actual

Segment EBITDA

Gas Distribution 216 201 15 7% 182

NIPSCO Electric 112 127 (15) -12% 115

GasTransmission & Storage 148 161 (13) -8% 154

Other 10 1 9 804% 4

Total EBITDA (recurring) 486 491 (5) •1% 455

Segment EBIT

Gas Distribution 164 149 15 10% 134

NtPSCO Electric 51 61 (10) -16% 52

Gas Transmission & Storage 120 131 (11) -8% 129

Other 4 (2) 6 -333% (D

Total EBIT (recurring) 340 340 0 0% 313

Interest Expense 111 108 3 3% 104

Other Expenses (2) 0 (2) NM 4

Taxes 83 81 2 2% 69

Recurring Net Income 149 151 W -1% 136

Diluted Wtd Avg shares outstanding 313 313 0 0% 310

Recurring EPS • Diluted $0.47 $0.48 ($0.01) (1%) $0.44

Dividend per share $0.25 $0.25 $0.00 0% $0.24

Source: Credit Suisse estimates

Valuation

■ We are raising our target price by $3 to $38 after refining our sum of the parts analysis 
to reflect what we think will be an initial 11.5% of the Columbia Pipeline assets in an 
MLR spinoff. We expect the MIP option to be announced in mid-2014 with a 9-12 
timeframe for completion of the spinoff.

■ Our $38 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 12.5 times EV/EBITDA 
multiple on the assets that qualify for MIP 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 proprietary valuation of a generic MLP with IDRs vs. 
similar assets within a C-Corp.

□ Together with NTM dividend of $1.03, our target price translates to a total return of 
approximately 5-15% with a mid-point of -10%, which is near the mid-point of our 
median total return expectations for midstream MLPs.
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Exhibit 4: Sum of the Parts Valuation (Normal)
NTM • MLR Valuation Multiple for Transmission and Storage

NTM NTM Multiple Enterprise Value / Equity Value

EBIT D&A EBITDA/Nl Metric Low Base High Low Base Hiqh

Electric Sen/ices 314.5 261.0 210.1 P/E 18.0* 19.5* 21 Ox 3,781.4 4,096.5 4,411.6

Natural Gas Utilities 528.8 244.4 773.3 EV/EBITDA 10.0* 10.0* 10.0* 7,732.6 7,732.6 7,732.6

TG&S (88.5% of business) 447.9 111.9 559.8 EV/EBITDA 10.5* 11.Ox 11.5* 5,878.0 6,157.9 6,437.8

TG&S (11.5% dropped into MLR) 58.2 14.5 72.7 EV/EBITDA 12.0* 12.50x 13.00x 1 872.9 909.3 945.7

Total Enterprise 1 Equity Value 18,264.9 18,896.3 19,527.7

Cash & Equivalents 34.8 34.8 34.8

Short-term Debt 542.1 542.1 542.1

Long-term Debt 7,593.2 7,593.2 7,593.2

Less Net Debt 8,100.5 8,100.5 8,100.5

Less Net Debt attributable to NIPSCO '$1.1 billion) 7,000.5 7,000.5 7,000.5

Total Equity Value 11,264.4 11,895.8 12,527.2

Shares Outstanding 313 313 313

Per Share $35.97 $40.00

Current Share Price (Jan 27,2014) $35.45 $35.45 $35.45

Return 4% 10% 16%

Dividend per share (Est) $1.03 $1.03 $1.03

Dividend Yield 3% 3% 3%

Total Return 7% 13% 19%

2015E EPS $1.77 $1.77 $1.77

Implied P/E 20.3* ~2YA*~ 22.6*
Implied Price target $3b.UU $38.0(1 $40.00

Source: Credit Suisse estimates

NiSource Inc. (Nl) 6



Credit Suisse

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 significant 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 enabling legislation and or enabling 
regulatory settlements in a number of its service areas to help assure cost recovery in 
rates. It 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 commodity costs 
are recovered in utility rates.

A key risk in our view is valuation -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. The shares yield 3.0% and 
the company is guiding to 3-5% dividend growth giving 7% annual return potential all else 
being equal. 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.
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Exhibit 5: NiSource Financial Summary
NlSource Inc. (KYS8: Nl)
Abbreviated Financial Statements

Year ending December 31 
($ mllbons. except per share data)

Credit Suisse • Master Limited Partnerships and Natural Gas 

John Edwards, CFA. 713-890-I594 
Paul Jacob, 713.890-1596

Abbreviated Income Statement 2012A 2013A 1Q14E 2Q14E 3Q14E 4Q14E 2014E 1Q15E 2Q15E 3015E 4Q15E 2015E 2016E
Segment EBITDA

Gas Distribution 639 9 648 0 279 7 1186 602 2487 707 2 283.6 133.1 669 289.6 773.3 838 3
(JlPSCO Electric 467 3 509 9 134 9 125.5 1587 118.0 537.0 144.3 1346 169.1 127 4 575.5 6156
Gas Transmission Storage 497 0 548 3 198 2 144.7 1180 171.6 632.6 228 2 163.9 131.1 193.4 7166 794 4

21 7 156 20 37 3.6 134 22 7 20 3.7 3.6 13 4 22 7 22.7
Total EBITDA (feburrihg) . 1,6*19 614.8 - 392.S 340.6 551.6 " 1,899,5. _658J .. .*35,4 ; 370.7; — 523.7 2.068.0’ 2,271.0'

Segment EBIT
Gas Distribution 449 1 4466 226 5 640 4.1 191.1 465 8 224 7 72.7 51 226 4 528 6 571 0
NlPSCO Electric 237 6 2655 73 8 63 7 96.0 545 288.1 80 2 69 6 103.5 61 0 314.5 343.2
Gas Transmission Storage 397.7 441 4 1688 1138 65.7 137 8 506 1 193 0 127.3 93.1 153.9 567.3 622.2
Other (13.0) (10 1) (10) 05 04 too 100 (H) 02 0 1 99 89 8.3

Total EBIT frecurrlno) ~ 1.071.4 ~ 1,143.4 :46e.2;;; ._';242,0_ _ _ 186.3^ ' 393.5 1,290.07---- 498.5 ’270.0 201.6 _ , .4.51.2, _ i;4_19.4 1.544.7]

merest Expense 418 3 414.8 1137 1156 1203 126.3 4759 1297 137 6 141.7 140 5 549 4 614.5
Other Expenses (2 4) (24.2) 00 00 00 0.0 0.0 00 00 0.0 00 00 00
Earnings Before Taxes 6S5.S 752.8 354.5 126.5 66.0 267.1 814.0 366.8 132.5 60.1 310.7 870.0 930.2

Taxes 228 3 261.9 124 1 44 3 23 1 93.5 284.9 130.2 47 0 21.3 1103 308.9 334 9
Recurring Net Income 427.2 4909 230.4 62.2 429 173.6 529.1 236.6 85.4 36.8 200.4 561.2 595.3

Recurring EPS
Basic' '$1.48 $157 $0.73 ' $0.26 $0.14 $0.55. $1.88 , $0.75 ' $0.27 " $012 $0.63 $1.77 $1 87'

Dilrtod • r $1,43 $1.57' $0.73 $0.26 $0.14 $0.55 $1.68 $0.75 $027 $0.12 $0.63 $1.87.,
YoY ^Change 13?% 7.4% 1.65 7.0% 54* 54*

Weighted Average Shares Outstanding
Basic
Dialed

291.9
299.7

3124
3136

3139
313.9

314 4 
314.4

314 9 
314 9

315.3
3153

314.6
3146

3158
315.8

3163
3163

3168
3168

317.3
317.3

316 6 
316 6

3185
3185

Orviden diShare
Payout Rato

Abbreviated Balance Sheet

$0.95
63 9%

$0.99
62 3%

$M5. ___ $0.26 $0.26 .$pj»_ ^$1.03
~61.2%

$026 _ $027 _ __$027. $027 ,$1.07
60 4%

'$1.11: 
594%

Cash and Equivalents 363 268 26 8 268 26 8 268 268 26.8 26.8 268 26.6 268 268
Resticled Cash 468 80 80 80 60 80 80 80 8.0 80 6.0 8.0 8.0
Accounts Receivables 907.3 1,005.8 1.117.3 738 0 6105 674 3 874 3 1,1635 6916 578 6 8606 660.6 937 9
Inventories 326.6 354 6 46 4 204 6 432 8 1962 1962 500 256 5 470 1 179.9 179.9 1979
Other Current Assets 1,035 4 764 0 727.8 731.3 7310 768 7 788 7 727 8 731.3 7291 830 4 830 4 900.9

Current Assets 2.352.4 2,159.2 1,926.4 1,708.7 1,809.1 1.894.0 1,694.0 1,996.1 1,7142 1,812.6 1,905.8 1,905.8 2,071.6

NetPPSE 12.655 9 14,047 2 14,4381 14,625 1 15 208.3 15,587.7 15.587.7 15,9310 16.270.6 I6.606 7 16.939 1 16.939.1 18.232 8
Other Assets 6.836 4 6.447 5 6,447.5 6.447.5 6.447.5 6,447.5 6,447,5 6,447.5 6.447.5 6.447.5 6.447.5 8.447.5 6.447.5

Total Assets 21,844.7 22,653.9 22.612.0 22.981.3 23,464.9 23,929.2 23,929.2 24,374.6 24,432.4 24,866.8 25292.4 25,292.4 26,751.9

Accounts Payable 538 9 6190 550.6 404.8 381.8 666.3 666.3 433 3 249 0 301 3 822 4 822.4 896.3
Cunent Porbon ot IT Debt 507.2 542.1 542.1 542.1 542 1 542.1 542 1 542.1 542.1 542 1 542.1 542.1 542 1
Other Short Term Borrowngs 776 9 698 7 840 7 1.207.5 1.677.0 1,655 7 1,655.7 2,250.5 2.561.3 2,072 1 1.599 0 1.5990 1.862 4
Other Current Liabilities 1,478.6 1.318 6 1,2387 1,174.1 1,237.7 1.338 1 1,338 1 1,254.6 1,1734 1,291.5 1,541,9 1,541.9 1,584 9

Current Liabilities 3,301.6 3,178.4 3,172.0 3.326.4 3.638.5 4,202.2 4,202.2 4.480.6 4,525.6 4,207.0 4,505.4 4,505.4 4,885 6

Long Term Debt 6,819 1 7,593 2 7,593 2 7.593 2 7,593 2 7,589 7 7.589.7 7,589.7 7.589 7 7,989 7 7.989 7 7.989 7 8.389 7
Other Liabilities 6,1697 5,995 7 5,995.7 5,995.7 5.995 7 5,995 7 5,995.7 5.995.7 5,995 7 5,995 7 5.995 7 5.995 7 5.995.7

Total Liabilities 16,290.4 16.767.3 16.760.9 16,917.3 17,427.4 17,787.6 17,787.6 16,066.0 18,1112 16.192.4 18.490 8 18,490.8 19,271.0

Shareholders Equity 5.554 3 5,886 6 6,0510 6.064 0 6.037 5 6,141.7 6.141.7 6.308.6 6,321 2 6.674 4 6.8016 6.801.6 7.480.9
Total Liabilities and Equity 21,644.7 22.653.9 22.612.0 22,961.3 23.464.9 23.9292 23,9292 24,374.6 24,432.4 24.666.8 25.792 4 25.292.4 26,751.9

Total Capital Expenditures 1,396.0 2.000.0 537.5 537.5 537,5 537,5 2,150.0 505.0 5010 505.0 505.0 2.020.0 2,020.0

Financial Metrics
total Debl/TotalCap 59.3% 600% 59 7% 60 6% 619% 61.4% 61 4% 622% 62 8% 61 4% 59 8% 59 8% 59.1%
Net Debit Total Cap 59 2% 59 9% 59 7% 60 6% 618% 61.4% 61 4% 62 1% 62 8% 61 3% 59 8% 59 8% 59.0%
Net DebWEqiety 145.2% 149 6% 147.9% 153 6% 162 1% 158.9% 158 9% 164 1% 168 7% 158 5% 148 6% 148 6% 143 9%
Book Value Per Shore $1853 $18 77 $19 28 $19 29 $19 18 $19 48 $19 52 $19 97 $19.98 $21 07 $2144 $21 49 $23 49
Net DebtfTTMEBlTDA 4 9. Six 5.1x 5 lx 5 3x 5 lx Six 5 3x 54> S2i 4 8x <8x 4 7x

Source: Company data, Credit Suisse estimates
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Disclosure Appendix

Important 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. (NI.N)

NIN Closing Price target Price

Dale (US$) (USS) Baling
40

06-May-11 19.44 20.00 N

16-Jun-lt 19.30 • 35

02-Aug-It 20.40 21.00 N
30

28-Oct-11 22.52 24.00

02-May-12 25.04 26.00 • 25

01-Aug-12 25.38 27.00
20

20-Feb-13 27.04 29.00

01-May-13 30.61 31.00 15

01-Aug-13 31.11 32.00

01-Nov-13 31.72 33.00
NEUTRAL

28-Jan-14 34.18 35.00

— Taiget Pi ice — Closing Rice NI.N

zr

1-IjI-1I I - Jan- 12 Mil-12 1-lil-13 Mn-14

' Asterisk signifies initiation or assumption of coverage.

The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credil 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 return is expected to be in line with the relevant benchmark* over the next 12 months.

Underperform (U): The stock's total return is expected to underperform the relevant benchmark* over the next 12 months.

'Relevant benchmark by region: As of Wth December 2012. Japanese ratings are based on a stock's total return relative to the analyst's coverage universe which 

consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractive. Neutrals the tess attractive, and 

Urideiperforms Uie least attractive investment opportunities. As of 2nd Ocioiter 2012, U.S. and Canadian as well as European satings are based on a stock's total 

return relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the 

most attractive, Neutrals the tess attractive, and Underperforms the least attractive investment opportunities For Latin American and non-Japan Asia stocks, ratings 

are based on a stock's total return relative to the average total return of the relevant country or regional benchmark. Australia. New Zealand are. and prior to 2nd 

October 2012 U.S. and Canadian ratings were based on (II a stock’s absolute total return potential to its current share price and (2) the relative attractiveness of a 

stock s total return potential within an analyst's coverage umVeise. Foi Ansdalian and New Zealand slocks, 12-month rolling yield Is incorporated in the absolute (ole/ 

return calculation and a 15% and o 7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 

7.5% thresholds replace the * 10-15% and - JO-15% levels in the Neutral stock rating definition, respectively. Prior to 10th December 2012. Japanese ratings were 

based on a stock's total return relative to the aveiage total return of the relevant country or regional benchmark

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 course of Credit Suisse's engagement in an investment banking transaction and in certain other 

circumstances.

Volatility Indicator [V]: 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 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 sector* relative to the group's historic fundamentals and/or valuation:

Overweight: The analyst’s expectation for the sector's fundamentals andfor 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.

Underweight: The analyst's expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.

‘An analyst's coverage sector consists o: all companies covered by the analyst within the relevant sector. An analyst may cover muttipte sectors.
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Credit Suisse's distribution of stock ratings (and banking clients) is:
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Global Ratings Distribution

Rating

OutperiomVBuy*

Neutral/Hold*

Underperform/Selt*

Restricted

Versus universe

43%

40%

15%

2%

Of which banking clients {%)

(54% banking clients) 

(49% banking dients) 

(44% banking dients)

‘For purposes of the NYSE and NASD ratings distribution disclosure requirements, our slock ratings of Outperform, Neutral, and Underperform most closely 

correspond to Buy, Hold, and Sell, respectively: however, the meanings are no! the same, as our stock ratings are determined on a relative basis. (Please refer to 

dehnitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.

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, dear, 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.csfb.com/research and 
analytics/disclaimer/managing_conf!icts_disclaimer.htm!

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. (NI.N)

Method: Wederiveour12-monthprice target of $38 for NiSource via a 18-21x 2015E EPS on the electric utility business, a 10x2015E EBITDA 
multiple on the natural gas utilities segment and our belief that NiSource will proceed with an MLP spinoff oM 1.5% of its assets in the 
Columbia Pipeline segment. We value the MLP assets at 12.5x EV/EBITDA and the non-MLP assets 1.5 turns lower based on our 

proprietary analysis of a generic MLP (w/ IDRs) versus 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 current valuation and as such the shares could underperform.

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.

See the Companies Mentioned section for full company names

The subject company (NI.N) currently 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 (NI.N) within the past 12 months.

Credit Suisse has managed or co-managed a public offering of securities for the subject company (NI.N) within the past 12 months.

Credit Suisse has received investment banking related compensation from the subject company (NI.N) within the past 12 months

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (NI.N) within the next 3 

months.

As of the date of this report, Credit Suisse makes a market in the following subject companies (NI.N).

Important Regional Disclosures

Singapore recipients 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 (NI.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 (NI.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.
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Commission is the commission rate or the amount agreed with 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/disciosures or call +1 (877) 291 -2683.
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References in this report to Credit Suisse indude ail of the subsidiaries and atfitiaies of Credit Suisse operating under its investment banking division. For more information on our structure, please use the 

foltowing link: hStgs.rvw.v credit-suisse convwtvp we arefemThts report may contain malenal that is not directed to. or intended for distribution to or use by. any person or entity who is a citizen or reskfenl of 

or located in any locaJity, slate, country or other jurisdiction where such dslrtiution, pubfcation.avaitabitity or use would be contrary to taw a regulation or which would subject Credit Suisse AG or its affiliates 

fCS-} to any registration a licensing requirement within such jurisdction. All material presented in this report, unless specifically indcated otherwise, is under copyright to C$. None of the material, nor its 

content nor any copy of it, may be altered m any way, transmitted to, coped or distributed 10 any other party, without the prior express written permission of CS AS trademarivs, service marks and logos used 
in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. The information, tods and materia) presented in this report are provided to you for information 

purposes only aid are not to be used cr considered as an offer or the soloialon ot an offer to sell or to buy or subscribe fa securities a other financial instruments. CS may not have taken any steps to 

ensure that the securities referred to in this report are suitable tor any partcula investor. CS will nol treat recipients ot this report as its customers by virtue of their receiving this report. The investments and 

services contained or referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor it you are in doubt about such investments or investment 

servces. Nothing in this report constitutes investment, legal, accounting or lax advice, or a representation that any investment a strategy is suitable a appropriate to your individual circumstances, a 

otherwise constitutes a personal recommendation to you CS does not advise on the lax consequences ol investments and you are advised to contact an independent tax adviser. Please note in particular 

that the bases and levels of taxation may change. Information and opinions presented in this report have been obtained a derived from sources believed by CS to be reliable, but CS makes no representation 

as to their axuracy a completeness CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent trial such 

liability arses under specific statutes a regulations amicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in the future 

issue, other communications that are inconsistent with, and reach different conclusions from, the information presented in this report. Those communications retted the different assumptions, views and 

analytical methods of the analysts who prepared them and CS is under no obligation to ensure that such other communications are brought to the attention of any reapient of this report CS may, to the extent 

permitted by law, partopale or invest in financing transadions with the issuer(s) of the securities referred to in this report, perform services fa a solicit business from such issuers, and/a have a position a 

holding, or other material interest, or effcd transactions, in such securities a options thereon, a other investments related thereto. In addition, it may make markets in the securities mentioned in the material 

presented in this report. CS may have, within the last three years, served as manager or co-manager of a public offering of securities fa, or currently may make a primary market in issues of, any wall of the 

entities mentioned in this report a may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned or a related investment. 

Additional information is, sutjed to duties of confidentiality, available on request. Some investments referred to in this report will be offered solely by a single entity and in the case of some investments solely 

by CS, a an assodate of CS a CS may be the only market maker in such investments. Past performance should not be taken as an indication a guarantee of future performance, and no representation or 

warranty, express or implied, is made regarding future performance. Information, opinions and estimates contained in this report reflect a judgment at its original date of publication by CS and are subject to 

change without notice. The price, value of and income from any of the secunties a financial instruments mentioned in this report can fait as well as rise. The value of securities and financial instruments is 

subject to exchange rale fluctuation that may have a positive or adverse effect on the pnce a income of such secunties or financial instruments. Investors in securities such as ADR's, the values of which are 

influenced by currency volatility, effectively assume this risk. Structured securities are complex instruments, typically involve a high degree of risk and are intended for sate only to sophisticated investors who 

are capable of understanding and assuming the risks involved. The make! value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, 

spot and forward interest and exchange rates), time to matunty, market conditions and volatility, and the credit quality of any issuer a reference issuer. Any investor interested in purchasing a structured 

product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. Some investments discussed in 

this report may have a high level of volatitty. High volatility investments may experience sudden and targe tails in their value causing losses when that investment is realised. Those losses may equal your 

original investment. Indeed, in the case of some nvestments the potential losses may exceed the amount of initial investment and, in such circumstances, you may be required to pay more money to support 

those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make the investment may be used as part of that income yield. Some investments may not be readily 

realisable and it may be difficult to sell or realise those investments, similarly it may prove difficult for you to obtain reSabte information about the value, or risks, to which such an investment is exposed. This 

report may provide the addresses ol, a contain hyperlinks to, websites. Except to the extent to which the report refers to wetjsite material of CS, CS has not reviewed any such site and takes no responsibility 

for the content contained therein Such address or hyperfmk (including addresses or hyperlinks to OS’s own website material) is provided solely fa your convenience and informabon and the content of any 

such website does not m any way form part ot this document Accessing such website a following such link through this report a OS's website shall be at your own risk. This report is issued and distributed in 

Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4GJ, England, which s authorised by the Prudential Regulation Authority and regulated by the 

Financial Conduct Authority and the Prudential Regulation Authonty. Thrs report s Peng distributed in Germany by Credit Suisse Securities (Europe) Limited Nedertassung Frankfurt am Main regulated by the 

Bundesanstalt fuer Finanzdienstleistungsaufsicht ('BaFm'). This report is being distnbuted in the United States and Canada by Credit Suisse Securities (USA) LLC; in Switzerland by Credit Suisse AG; in 

Brazil by Banco de Investimentos Credit Suisse (Brasil) S A a its affiliates; m Mexico by Banco Credit Suisse (Made©), S A (transactions related to the securities mentioned in Iritis report will only be effected 

in compliance with applicable regulation); in Japan by Credit Suisse Secunties (Japan) Limited, Financial Instruments Firm, Directa-General of Kanto Local Finance Bureau (Wnsho) No 66, a member of 

Japan Secunties Defers Association, The Fnandal Futures Association of Japan, Japan Investment Advisers Association, Type II Financial instruments Firms Association, elsewhere in Asia/ Pacific by 

whichever of the fotowing is the appropriately authorised entity in the relevant jurisdeton: Credit Suisse (tfong Kong) Limited, Credit Suisse Equrties (Austria) limited. Credit Suisse Securities (Thailand) 

Limited, having registered address at 990 Abdulrahim Place, 27 Floa, Unit 2701, Rama IV Road. Silom, Bangrak, Bangkok 10500, Thailand, Tel. *66 2614 6000, Credit Suisse Secunties (Malaysia) SdnBhd 
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N! - Quick Alert: 4Q13 Earnings Results Slightly Ahead of Views

KeyBanc Capital Markets tnc. Paul T Ridzon: (216) 689- 0270 — pridzon@kev.com
Member NY5E/FINRA/SIPC John Barta: (216) 689- 3386 — iohn i barta@kevcom

KEY INVESTMENT POINTS
February 14, 2014 Close: $35.17
4Q13 KBCM EPS Estimate: $0.46 (Consensus: $0.46)

2013 KBCM EPS Estimate: $1.55 (Consensus: $1.56)

2014 KBCM EPS Estimate: $1.65 (Consensus: $1.66)

4Q13 and FY13 Actual Results (vs. 4Q12 and FY12):
• 4Q13 ongoing EPS $0.47 vs. $0.44; 4Q13 GAAP EPS $0.49 vs. $0.42.

• FY13 ongoing EPS $1.58 vs. $1.46; FY13 GAAP EPS $1.57 vs. $1.41.

• Nl excludes the impact of weather variations from normal in its ongoing earnings. The 4Q results were approximately $0.02 better 

before this normalization. Full- year weather impact was essentially neutral compared to normal.

• 4Q results were slightly ahead of our estimate of $0.46 and consensus of $0.46 per share.

Guidance: Initiated 2014 ongoing weather- normalized guidance of $1.61- $1.71 per share. Reiterated long- term growth target of 
5- 7%.

4Q Highlights:
• NiSource Gas Distribution operating earnings were $164.2 million vs. $133.6 million. Net revenues rose $37.9 million, driven by 

higher volumes and new rates in Ohio and Pennsylvania. Expenses rose on employee costs and higher depreciation related to 

higher plant in service.

• Columbia Pipeline Group reported operating earnings of $120.4 million vs. $128.8 million. Revenues were up slightly on new projects 
and minerals royalties. Expenses rose $13.1 million on employee costs, depreciation and higher outside service costs.

• Electric operations operating earnings were $51.3 million vs. $51.6 million. Revenues rose $11.3 million on higher environmental 

recovery and increased margins on sales to industrial and commercial customers, increased industrial and commercial margins and 

recognition of emission allowances. Expenses rose $11.6 million on M1SO fees, employee costs and higher tree trimming expense. 

Sales volumes rose 5.6%.
• Nl outlined $2 billion of 2014 capital expenditures consistent with its growth initiative.

Initial Take: We expect a neutral to positive response to a solid quarter, guidance in line with views and execution around capital 

programs.

9:00 a.m. ET Conference Call #: (877)- 280- 4962 ID#: 40385072 
We will be focused on:
• Color on pace of development activity in the Utica/Marceltus.

• Drilling updates on adjacent acreage.

• Management thoughts around MLP structures.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2 - 3 OF THIS NOTE.
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KeyBanc Capital Markets Inc. Disclosures and Certifications
NiSource, Inc. - Nl

We have managed or co- managed a public offering of securities for NiSource, Inc. within the past 12 months.

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..

Rea 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.

Three- Year Rating and Price Target History

2011 2012 2013 2014

Created by SlueMatrix

Rating Disclosures

Distribution of Ratings/IB Services Ftrmwide and by Sector

KeyBanc Capital Markets

IB Serv/Past 12 Mos.

ENERGY

IB Serv/Past 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY] 244 45.10 57 23.36 BUY [BUY] 36 50.70 20 55 56

HOLD [HOLD] 285 52.68 65 22.81 HOLD [HOLD] 35 49 30 17 48.57

SELL [UNO] 12 2 22 4 33.33 SELL [UND] 0 0.00 0 000
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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 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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Nl - Quick Alert: Pipeline Explosion, Initial Thoughts

KeyBanc Capital Markets Inc. Paul T Ridzon: (216) 689- 0270 — Dridzon@key.com
Member NYSE/FINRA/SIPC John Barta: (216) 689- 3386 — john j barta@key.com

KEY INVESTMENT POINTS
Late last night there was an explosion on one of NiSource, Inc.'s (Nl- NYSE) three large interstate pipelines that run between the Gulf 

and markets to the north. Our discussion with Nl has indicated that the explosion has not meaningfully disrupted commercial operations.

There were two injuries related to the explosion and fire, both of which have been treated and released.

At this time, Nl is unsure how long repairs will take. In our view, repairs are likely to take a few days to clean up the site, cut out 

damaged portions and weld in a new section of pipeline. We expect activity related to cause determination and heightened inspection 

will be minimally disruptive.

We expect the event to generate headlines around pipeline safety, heightened inspection and potential fines and/or penalties. We 

expect that these issues will be manageable.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2 - 3 OF THIS NOTE.
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KeyBanc Capital Markets Inc. Disclosures and Certifications
NiSource, Inc. - Nl

We have managed or co- managed a public offering of securities for NiSource, Inc. within the past 12 months.

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 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.

Three- Year Rating and Price Target History

Rating and Price-Target Historylfor:':NiSource,:lnci (Nl) 'aslof>02-12-20l4::

2011 2012 2013 2014

Created by BlueMatrix

Rating Disclosures

Distribution of Ratings/IB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

IB Serv/Past 12 Mos. IB Serv/Past 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY] 243 44.92 57 23.46 BUY[BUY] 36 50.70 20 55.56

HOLD [HOLD] 286 52.87 65 22.73 HOLD [HOLD] 35 49.30 17 48.57

SELL [UND] 12 2.22 4 33.33 SELL[UNO] 0 0 00 0 0.00
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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 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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NEUTRAL*
33.67
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19,065.05
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Raising TP to $35 on Growing Likelihood of 
MLR Announce. Holding EPS growth at 5-7%.

■ Raising TP, though Maintain Neutral: Our TP increases by $2 to $35 after 
adding upside for the growing likelihood of Nl announcing the formation of 
an MLR from its gas transmission and midstream assets. There is a 
possibility but much lower probability that another entity acquires Nl's 
transmission and midstream or acquires Nl in whole.

b Valuation to $35. Our $35 TP is based on a 17-20x 2015E EPS on the 
electric utility business, a 10x 2015E EBITDA multiple on the natural gas 
utilities segment and a 75% probability of an extra 2 turns on the 2014E 
EV/EBITDA multiple of the assets that qualify for MLP treatment - i.e., the 
transmission and storage business. Together with NTM dividend of $1.03, 
this translates to a total return potential of approximately 0-22% with a mid
point of -11%, which is near the mid-point of our median total return 
expectations for midstream MLPs.

° Risks to our call: The main risk is that Nl’s valuation is continuing to rise in 
expectation of it forming an MLP. If it chooses to not carry out this option or 
announces that it has no intention of forming an MLP, there could be 
considerable downside to the current valuation and as such the shares could 
underperform.

Share price performance Financial and valuation metrics

Year 12/12A 12/13E 12/14E 12/15E
EPS (CS adj.) (USS) 1.43 1.58 1.68 1.77
Prev. EPS (USS) _ _ 1.67 1.76

30 P/E (x) 23.6 21.2 20.0 19.0
?a P/E rel. (%) 134.4 128.1 132.6 139.4
?6 -------------------------------------------------------- Revenue (USS m) 5.070.0 5,606.6 5,873.0 6.258.7
J*n.i3 Apr-13 Jul-13 Ocl-13 EBITDA (USS m) 1.633.3 1,726.9 1,915.8 2,075.0

OCFPS (USS) 4.26 5.03 4.48 4.83
On !0/3tn3 tt'e S&P 500 INDEX closet! at 1781.56 P/OCF (x) 5.8 6.7 7.5 7.0

EV/EBITDA (currenl) 11.6 11.0 9.9 9.1
Net debt (USS m) 8,067 8.516 9,150 9,379
ROIC (%) 5.13 5.25 5.44 5.56

Quarterly EPS Q1 Q2 Q3 Q4 Number of shares (m) 313.29 IC (current. USS m) 13,621.20
2012A 0.73 0.23 -0.10 0.44 BV/share (Next Qtr, USS) 18.8 EV/IC (x) 1.3
2013E 0.69 0.23 0.18 0.48 Net debt (Next Qlr., USS m) 8.516.4 Dividend (current, USS) 0.99
2014E 0.73 0.26 0.20 0.49 Net debl/tot cap (Next Qtr., %) 147.3 Dividend yield (%) 0.74

Soiree Company data. Credit Suisse estimates

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 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 
distribution, gas transmission and storage, and electric operations. Rate regulated 
operations account for the majority of NTs operating earnings. Nl's gas distribution 
operations serve 3.3 million customers across seven states. NTs gas transmission and 
storage operations comprise 15,000 miles of pipe and 639 billion cubic feet of storage 
capacity. The electric operations consist of its Northern Indiana utility, Northern Indiana 
Public Service Company (NIPSCO), which serves approximately 458,000 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 Marcelius-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 8 
different upgrade and expansion projects as well as a $4-$5B opportunity for a 
pipeline modernization program approved by the FERC for cost recovery (Exhibit 
1). The CPG group also has $1B 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 (Exhibit 2).

Importantly, we believe Nl has the liquidity ($1.4B available on a $2B 5 year credit facility 
as of 3Q:13), balance sheet, and opportunity set in place to maintain an annual cap ex 
program of $1.5-1.8B (closer to -$2B in 2013).

Key Reasons why an MLP is Likely
■ MLR option an increasing likelihood: Management still views an MLP as a viable 

option to help finance growth of its mid-stream business as well as provide an 
opportunity to support the development of the company more broadly. Based on 
comments on its last few quarters of conference calls and our recent discussions with 
the company, we now believe, that given Nl's need for approximately $350mm of 
equity in mid-2015, the cheapest way to obtain such equity is to form an MLP using a 
fraction of the assets in the Columbia Pipeline Group which we expect to generate 
~$575mm in 2013 and nearly $700mm of EBITDA in 2014 rising to over $850mm of 
EBITDA by 2016. The cash flow generation capability of these assets in addition to 
the ~$10B of investment opportunity means that Nl could drop a small fraction of 
those assets to an MLP to meet its equity needs in 2015. Moreover, with an MLP, Nl 
could maintain control of the assets through the GP/LP structure of an MLP. and could 
view the MLP as a continuous source of equity to support future growth at both the 
MLP and Nl as a whole by periodically dropping down pieces of its gas 
transmission/mid-stream assets to the MLP. Moreover, the type of assets in CPG are 
the kinds favored by MLP investors - that is, mid-stream assets in growing asset basin 
with minimal commodity risk.

■ So if an MLP is so great why hasn't Nl formed one already? We believe there are 
a few reasons for this. One, was a lack of need. Management had already engaged in 
a forward sale of equity back in 2010 such equity to be delivered in 2012. Second, we
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believe management wanted to be in position where there was clear growth visibility to 
the assets that qualified for an MLR. As part of this, management has worked to put in 
place the FERC approved Columbia Gas Modernization program which was approved 
in FERC in January of last year. With the approval of this program, there is locked in a 
$4-$5billion opportunity with such capital to be spent in $300mm/year increments for 
the next 15 years, in addition, with the rapid growth in gas production in the Marcellus 
and Utica, there has been an expanding opportunity set in the 2014-2017 time frame 
which has been coming on more recently. Consequently, with greater growth, reduced 
risk to recovery of investment in that growth with the FERC approval, we believe 
management now feels more comfortable to the sustainability. Third, given the current 
outlook and growth, Nl can drop down just a fraction of the EBITDA of the segment and 
still meet its projected equity needs in 2015. With such a small drop down, its 
investment grade credit rating is not under threat.

■ 2 Turns Higher Valuation: We expect that the Transmission and Storage assets
could be worth 2 turns higher on an EV/EBITDA basis as an MLR. Currently natural 
gas pipeline MLPs are trading at *-14x EV/EBITDA trailing and 10-12x forward 
EV/EBITDA with the average currently at 11.5-12x. While we believe that the assets 
deserve a premium given their ideal location in the Northeast connecting to the Gulf 
Coast via the Columbia Gas Transmission, we discount the multiple to ~11.5-12x or the 
average forward to account for the 75% probability of a spinoff occurring. Applying our 
NTM expected EBITDA from the NGT&S assets we derive an EV range of $7 to $9 
billion ora $1.1B-$1.5B premium compared to not forming an MLR.

Potential For Acquisition: We believe there is a possibility that other suitors may buy 
NiSource in order to acquire the transmission, storage, and other mid-stream assets. 
Late in 2013/very early in 2014, Dominion (D) was raised as a potential suitor given its 
recent announcement of its decision to from an MLR. There has been speculation in 
the press that other large growth-seeking MLR players such as Energy Transfer or 
even Kinder Morgan would be interested in NiSource for the purposes of having 
access to the $575mm and growing EBITDA that the CPG produces. While we believe 
that the likelihood for outright purchase to occur is much lower than the MLR spinoff 
case, such rumors combined with the large downside to the value of the equity if Nl 
does not pursue the MLR opportunity, reinforces the expectation that management 
should pursue an MLR.
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Exhibit 1: CPG Regulated Pipeline and Storage Map and Growth Opportunities

CPG Regulated Pipeline & Storage Growth Update
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Source: Company data, Credit Suisse estimates
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Source- Company data. Credit Suisse estimates

Estimate Changes
We are holding our full year estimates at $1.58/share or $0.48/share for 4Q:13 However, 
we are revising our segments - reducing the Gas Transmission and Storage by -'$14mm, 
to $131mm and raising our estimate on the Gas Distribution segment by ~$15mm, to 
$149mm. The changes reflect Pennant gathering and processing coming a little later in 4Q 
in Transmission and Gas Distribution rate case impacts being a little better than what we 
were previously thinking. Our outlook for 2014 and 2015 increases by $0.01/share, to 
$1.68/share and SI.77/share, for 2014 and 2015, respectively. Our growth forecast 
remains within the 5-7% growth guidance provided.

NiSource Inc. (Ml) 5
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Exhibit 3: Changes to the Gas Distr and Gas Trans Segments and Adding Approx. $0.01/share to 2014-2015E EPS

4013E 2013E 2014E 2015E 3Q13A 4Q13E 2013E 2014E 2015E 3Q13A 4013E 2013E 2014E 2015E

Segment EBITDA

Gas Distribution 186 621 684 741 51 201 636 700 758 0.0% 8.1% 2.4% 2.3% 2.3%

NIPSCO Electric 127 525 533 565 151 127 525 533 565 0.0% 0 0% 0.0% 0 0% 0 0%

Gas Transmission & Storage 175 575 695 767 125 161 561 684 753 0.0% -7.9% •2.4% •1.7% -1 8%

Other 1 5 P) (1) 1 1 5 w (1) NM NM NM NM NM

Total EBITDA (recurring) 489 1,725 1,912 2,072 328 491 1,727 1,916 2,075 0.0% 0.3% 0.1% 0.2% 0.2%

Segment EBIT

Gas Distribution 134 418 462 500 (0) 149 433 478 517 0 0% 11.3% 3.6% 3 4% 3 4%

NIPSCO Electric 61 268 263 284 91 61 268 263 284 0.0% 0.0% 0.0% 0.0% 00%

Gas Transmission S Storage 145 464 564 615 99 131 450 552 602 0.0% -9.5% -3.0% -21% -2.2%

Other (2) (6) (13) (13) (5) (2) (6) (13) (13) 0.0% 0.0% 0.0% 0.0% 0 0%

Total EBIT (recurrinq) 339 1,144 1,277 1,386 184 340 1,145 1,281 1,390 0.0% 0.4% 0.1% 0.3% 0.3%

Interest Expense 108 412 461 514 104 108 412 461 514 0.0% 0.0% 0.0% 0.0% 0 0%

Other Expenses 0 (22) 0 0 (5) 0 (22) 0 0 0.0% NM 0.0% NM NM

Taxes 81 259 290 314 28 81 260 291 315 0.0% 0.5% 0.2% 0.5% 0 4%

Recurrinq Net Income 150 494 526 556 57 151 495 529 561 0.0% 0.5% 0.2% 0.5% 0.4%

Diluted Wld Avg shares outstanding 313 313 315 316 313 313 313 315 316 0.0% 0.0% 0 0% 0.0% 0.0%

Recurring EPS - Diluted 50.48 5158 51.67 51.76 50.18 50.48 51.58 51.68 5177 0.0% 0.5% 0.2% 0.5% 0.4%

Dividend per share 50.25 50.99 51.03 51.07 50.25 50.25 50.99 51.03 51.07 0.0% 0.0% 0.0% 0.0% 0.0%

Financing & Credit Metrics

Total Debt/Total Cap 59.6% 59.6% 60.3% 58 8% 59.7% 59.6% 59 6% 60.3% 58.7% 00% 0.0% 0.0% 0.0% -01%

Net Debt / Total Cap 59 6% 59 6% 60.3% 58.7% 59.7% 59.6% 59.6% 60.3% 58.7% 0.0% 00% 0.0% 0.0% -0.1%

Net Debt/Equity 147.3% 147.3% 151.8% 142.2% 148.0% 147.3% 147.3% 151.6% 141.9% 00% 00% 0.0% -0.1% •0.2%

Book Value Per Share $18.45 518.49 £19.18 S20.86 $1823 $18.45 $18.49 $19.19 $20 88 0.0% 0 0% 0.0% 0.1% 0.1%

Net Debt/TTM EBITDA 4.9x 4.9x 4.8x 4.5x 5.0x 4.9x 4.9x 4.Sx 4.5x 0.0% 0.0% 0.0% •0 2% •0.3%

Source: Company data, Credit Suisse estimates

Valuation
We are raising our target price by $2 to S35. Our $35 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 and a 75% probability of an extra 3 turns on the 2014E EV/EBITDA multiple of 
the assets that qualify for MLP treatment - i.e., the transmission and storage business. 
Together with NTM dividend of $1.03, this translates to a total return of approximately 0- 
22% with a mid-point of -11%, which is near the mid-point of our median total return 
expectations for midstream MLPs.

NiSource Inc. (Nl)
1.1.i' I --Xr i' /' <. if •i :i •; i lv" -I ■ li'
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Exhibit 4: MLR EV/EBITDA trailing multiples around 14x since late 2009 - Currently at 

14.7x

Source: Company data, Credit Suisse estimates
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Exhibit 5: EV/NTM Multiples - currently averaging approx. 11.5-12.0x

V# 'Of -Of 'Op 7q 7q 7j 77 7p 7f 7j

Actual — — Aveuige -1 sdev +1 sdev

Source: Company data, Credit Suisse estimates

NiSource Inc. (Nl) 7
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Exhibit 6: Sum of the Parts Valuation (Normal)
;NTM ^'Next-Twelve Months Valuation ‘ ' ^ _________

TJTM NTM Multiple Enterprise Value / Equity Value

EBIT D&A EBITDA fNI Metric Low Base High Low Base High

Electric Services 263.5 269.2 189.8 P/E 18.0x 19.5x 21,0x 3,415.6 3,700.2 3,984.8

Natural Gas Utilities 517.1 240.5 757.5 EV/EBITDA lO.Ox lO.Ox lO.Ox 7,575.3 7,575.3 7,575.3

Transmission and Storage 552.0 131.7 683.7 EV/EBITDA 9.0x 10.Ox 11.Ox 6,153.4 6,837.2 7,520.9

Total Enterprise / Equity Value 17,144.3 18,112.7 19,081.0

Cash & Equivalents 33.2 33.2 33.2

Short-term Debt 1,362.0 1,362.0 1,362.0

Long-term Debt 7,089.1 7,089.1 7,089.1

Less Net Debt 8,417.9 8,417.9 8,417.9

Total Equity Value 8,726.4 9,694.8 10,663.1

Shares Outstanding 313 313 313

Per Share $27.86 J30.95 $34.05

Current Share Price (Jan 27, 2014) $33.67 $33.67 $33.67

Return 04*} (5*} 4%

Dividend per share (Est.) $1.03 $1.03 $1.03

Dividend Yield 3% 3% 3%

Total Return (11%) (2%) 7%

2015E EPS $1.77 $1.77 $1.77

Implied P/E 15.7x 17.5x ’ 19.2x

mm
Implied PfE 1 17,Sx ~l

Source: Credit Suisse estimates

However, when accounting for the possible MLR spinoff, our SOTP valuation yields a $35 
implied price at the midpoint, suggesting that the MLR concept could continue to support a 
premium valuation over the coming months.

i;<i •i-Xsi'V' mi. •• - ".fr J: nvi: .i
NiSource Inc. (Ml)

r-.T.
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Exhibit 7: SOTP Valuation Accounting for MLP Spinoff roughly $35fun»t
NTM-MLP Valuation Multiple for Transmission andStoVage _

—m—
EBIT D&A

—pun—

EBITDA/Nl Metric

Multiple

Low Base

Enterprise

Hiqh

Value/Eqi ity Value

Low Base Hiqh

Electric Services 2635 269.2 189.8 P/E 18.0* 19.5* 21.0* 3,415.6 3,700.2 3,984.8

Natural Gas Utilities 517.1 240.5 757.5 EV/EBITDA 10.0* 10.0* 10.0* 7,575.3 7.575.3 7,575.3

Transmission and Storage 552.0 131.7 683.7 EV/E8ITDA 1 10.7* 12.00* 13.4* | 7,281.6 8.204.6 9,127.6

Total Enterprise I Equity Value 18,272.4 19,480.1 20,687.7

Cash 8 Equivalents 33.2 33 2 33.2

Short-term Debl 1,362.0 1,362.0 1,362.0

Long-term Debl 7,089.1 7,089.1 7,089 1

Less Net Debt 8,417.9 8.417.9 8,417.9

Total Equity Value 9,854,5 11,062.2 12,269.8

Shares Outstanding 313 313 313

Per Share 531.46 $35.32 $39.18

Current Share Price (Jan 27,2014) $33.67 $33.67 $33.67

Return (3%) 8% 19%

Dividend per share (Est.) $1.03 $1.03 $1.03

Dividend Yield 3% 3% 3%

Total Return (0%j 11% 22%

2015E EPS St .77 $1.77 $1.77

Implied P/E 17.8* .19.9*; 22.1*

Implied P/E

Source: Credit Suisse estimates

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 
MLR, 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. It 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.

Of the '-$2B in cap ex for 2013, $520mm is for age and condition and the remaining 
portion is for growth and tracker investments which effectively have support from Nl's from 
the state regulatory authorities in which it operates.

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 -27% YTD with no meaningful change in earnings 
outlook. The shares yield 3.0% and the company is guiding to 3-5% dividend growth 
giving 7% annual return potential all else being equal. 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.

NiSource Inc. (Nl) 10
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Exhibit 8: Financial Summary________________________________________________________________________
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Companies Mentioned (Price as of27-Jan-2QU)

Dominion Resources {D N. $66.42)
Kinder Morgan Energy Partners, LP (KMP.N. $31 58) 
NiSource Inc. (Nl.N, 533.57. NEUTRAL, TP 535.0)

Disclosure Appendix

Important Global Disclosures

John Edwards, CFA and Bhavesh lodaya, 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 Dominion Resources (D.N)

D.N Closing Price Target Price

Date (USS) (USS) Rating

24-Jun-11 47.25 51.00 N

09-Dec-lt 50.77 58.00

28-Feb-12 51.25 53.00

02-Aug-12 53.81 59.00

IO-Oct-12 53.22 59.00 O

17-Apr-13 59.33 66.00

23-Jul-13 59.86 65.00

06-Nov-13 66.03 69.00

' Asterisk signifies initiation or assumption of coverage.

— Target Price — Closing Pi ice D.N

70

65

60

55

50

45

rw^ w

h/
W

-yM

1 • Jbn- 12 I-ill- 12 1-in-t3 l-iil-U 1-in-14

NEUTRAL
OUTPERFORM

3-Year Price and Rating History for Kinder Morgan Energy Partners, LP (KMP.N)

KMP.N Closing Price Target Price

Date (USS) (USS) Rating too
14-Feb-ll 71.88 70.00 N

21-Apr-11 76.04 76.00 90

14-Jun-11 71.12 R

21-Jun-11 71.36 76.00 N eo

21-Jul-ll 73.22 77.00

20-0(4-11 76.54 81.00 70

19-Apr-12 84.16 82.00

02-May-12 82.49 92.00 O’ 60

19-Ju1-12 86.47 93.00

05-Dec-12 78.58 92.00
NEUTRAL

09-Jan-13 86.30 93.00 REStRlCTED

OUTPERFORM
17-Jan-13 88.13 93.00 N

20-Feb-13 88.20 R

22-Feb-13 86.55 N

27-Feb-13 87.14 93.00

18-Apr-13 90.04 95.00

16*JuH3 86.11 97.00 0

04-Dec-13 80.12 90.00

‘ Asterisk signifies initiation or assumption of coverage.

— Target Price —Closing Ptice KMP.N

: i' ‘ j '.’r ii. \-
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3-Year Price and Rating History for NiSource Inc. (NI.N)

NI.N Closing Price Target Price

Date
’(USS)

(USS) Rating
35

Q6-Feb-11 18.40 19.00 N

06-May-ll 19.44 20.00 30

16-Jun-11 19.30 •

02-Auq-11 20 40 21.00 N 25

28-Od-ll 22.52 24.00

02-May-l2 25.04 26.00 ■ 20

01-Aug-12 25.38 27.00

20-Feb-13 27.04 29.00 15

Ol-May-13 30.61 31.00

OI-Aug-13 31.11 32.00
NEUTRAL

OI-Nov-13 31.72 33.00

— Target Rice — Closing Rice MI.H

jTf------- tYW"''

uF^-v^s^"

l-im- 12 1- Jan- 1 3 1- Jan- 14

' Asterisk signifies initiation or assumption of coversge.

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*overthe next 12 months.

Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months.

Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months.

'Relevant benchmark by region As of 10th December 2012. Japanese ratings are based on a stock's total return relative to the analyst's coverage universe which 

consists of all companies covered hy the analyst within the relevant sector, with Outperforms representing the most attractive. Neutrals the less attractive, and 

Underperforms the least attractive investment opportunities. As of 2nd October 2012. U.S. and Canadian as welt as European ratings are based on a stock's total 

return relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the 

most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American and non-Japan Asia slocks, ratings 

are based on a stock 's total return relative to the average total return of the relevant country or regional benchmark; Australia. New Zealand are, and prior to 2nd 

October 2012 U.S. and Canadian ratings were based on (7) a stock's absolute total return potential to its current share price and (2j the relative attractiveness of a 

stock's total return potential within an analyst's coverage universe. For Australian and New Zealand stocks. 12-month rotting yield is incorporated in the absolute total 

return calculation and a 15% and a 7.5% threshold replace the 10-75% level in the Outperform and Underperform stock rating definitions, respectively The 15% and 

7.5% thresholds replace the *10-15% and -10-15% levels in the Neutral stock rating definition, respectively. Prior lo 10th December 2012. Japanese ratings were 

based on a stock's total return relative lo the average total return of the relevant country or regional benchmark.

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 course of Credit Suisse's engagement in an investment banking transaction and in certain other 

circumstances.

Volatility Indicator [V]: 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 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 sector* relative to the group's historic fundamentals and/or valuation:

Overweight: The analyst’s expectation for the sector's fundamentals 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.

Underweight: The analyst's expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.

‘An analyst's coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.

Credit Suisse’s distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating

Oulperiotm/Buy*

Neutral/Hold’

Underperform/Sell"

Restricted

Versus universe (%)

43%

41%

14%

2%

Of which banking clients (%)

(54% banking clients) 

(48% banking clients) 

(43% banking clients)

‘For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely 

correspond to Suy. Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to 

definitions above) An investor's decision lo buy or sell a security should he based on investment objectives, current holdings, and other individual far,tors.

NiSource Inc. (Nl) 13
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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.csfb.com/research and 

analytics/disclaimer/managing_conflicts_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. (NI.N)

Method: We derive our 12-month price target of $35 for NiSource via a 17-20x 2015E EPS on the electric utility business, a 10x 2015E EBITDA
multiple on the natural gas utilities segment and a 75% probability of an extra 2 turns on the 2014E EV/EBITDA multiple of the assets that 

qualify for MLP treatment - i.e., the transmission and storage business.

Risk: The main risk is that with NTs 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.

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.

See Ihe Companies Mentioned sec//on for full company names

The subject company (NI.N, KMP.N, D.N) currently 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 (NI.N, KMP.N) within the past 12 months.

Credit Suisse provided non-investment banking services to the subject company (KMP.N, D.N) within the past 12 months

Credit Suisse has managed or co-managed a public offering of securities for the subject company (NI.N, KMP.N) within the past 12 months.

Credit Suisse has received investment banking related compensation from the subject company (NI.N, KMP.N) within the past 12 months

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (NI.N, KMP.N, D.N) within 

the next 3 months.

Credit Suisse has received compensation for products and services other than investment banking services from the subject company (KMP.N, D.N) 

within the past 12 months

As of the date of this report, Credit Suisse makes a market in the following subject companies (NI.N, KMP.N, D.N).

Credit Suisse has a material conflict of interest with the subject company (KMP.N). Credit Suisse has a material conflict of interest with the subject 
company (KMP). As of the date of this report, an analyst involved in the preparation of this report has the following material conflict of interest with 
the subject company (KMP). An analyst or a member of the analyst's household has a long position in the common stock of Kinder Morgan Energy 
Partners LP(KMP).

Important Regional Disclosures

Singapore recipients 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 (NI.N. KMP.N, D.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 (NI.N, KMP.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.
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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.com/disclosures or call +1 (877) 291-2683.
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References m ihis report lo Credit Suisse include all ol the subsidiaries and affiliates of Credit Suisse operating under its investment banking division. For more information on our slreclure, ptease use trie _ 

following link: nttns .■’Vw.vcredit-suissecam'wbo we areeaThis report may contan material that is not directed to. or intended for distribution to or use by, any person or entity wto is a citizen or resident of 

or kxated in any locality, state, country or other jurisrfcton where such distnbutior, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG or gs affiliates 

('CS‘) lo any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of the material, nor its 

content, nor any copy of 4, may be altered in any way, transmitted lo, copied or distributed to any other party, without the prior express written permission of CS. All trademarks, service marks and logos used 

m this report are trademarks or service marks or registered trademarks or service marks of CS or its affilia'ies The information, tools and material presented in this report are provided to you for iritormation 

purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments CS may not have taken any steps lo 

ensure that the securities referred to in this repot are suitable for any particular investo. CS will not treat recipients of this report as its customers by virtue of their receiving this report. The investments and 

services contained or referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment 

services Nothing in this report constitutes investment, legal, accounting or tax advice, or a representation lhal any investment or strategy is suitable or appropriate to your individual dreumstances, or 

olherwise constitutes a personal recommendation to you. CS does not advise on the tax consequences ot investments and you are advised to contact an independent tax adviser. Ptease note in particular 

that the bases and levels of taxation may change. Information and opinions presented in this report have been obtained or derved from sources believed By CS lo be reliable, but CS makes no representation 

as to their accuracy or completeness. CS accepts no liabiity for loss arising from the use of the materia! presented in this report, except lhat Ihis exclusion ol liability does not apply to the extent that such 

liability arises under specific statutes or regulations applicable lo CS This report is notto be reled upon in substilution for the exercise of independenl judgment. CS may have issued, and may in the future 

issue, other communications that are inconsrstent with, and reach different condusions from, trie information presented in this report. Those communications reflect the different assumptions, views and 

analytical methods of the analysts who prepared them and CS is under no obligation to ensure that such other commun'calions are brought lo the attention of any recipient of this report CS may, lo the extern 

permitted by law, participate or invest in financing transactions with the issuer(s) of the securities referred to in this report, perform services for or sobci! business from such issuers, and/or have a position or 

holding, or other material interest, or effect transactions, n such securities or options thereon, or other investments related thereto. In addition, it may make markets in the secunles menloned r the material 

presented in this report. CS may have, within foe last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of foe 

entities mentioned in this report or may be providing, or have provided within foe previous 12 months, significant advice or investment services in relation lo It® investment concerned or a related investment.

Additional information is, subject lo duties of confidentiality, avalabie on request. Some investments referred to in this report wifi be offered solely by a single enUy and in the case ot some investments solely 

by CS, or an associate of CS or CS may be foe only market maker in such investments Past performance should not be taken as an ind'calion or guarantee of future performance, and no represenlatoi or 

warranty, express or implied, is made regarding future performance. Information, opinions and estimates contained in this report reflect a judgment at its original dale of publication by CS and are subject to 

change without notice The price, value of and income from any of the secunties or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is 

subject to exchange rate fluctuation that may have a positive or adverse effect on foe price or income of such securities or financial instruments. Investors to secunties such as AORs, the values of which are 

influenced by currency volatility, effectively assume this risk. Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who 

are capable of understanding and assuming the risks involved. The market value of any structured security may Be affected by changes in economic, finanda! and political fariors (including, but not limited lo, 

spot aid forward interest aid exchange rates), time lo maturity, market conditions and volatility, and foe credit quality of any issuer a reference issuer. Any investor interested in purchasing a structured 

product should conduct their own investigation aid analysis of the product and consult with their own professional advisers as to foe risks involved in making such a purchase. Some investments discussed in 

this report may have a high tevel of volatility. Hgb volatility investments may experience sudden and targe fats in their value causing losses when that investmen! is realised. Those losses may equal your 

original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment and, in such dreumstances, jou may be required lo pay more money to support 

those losses Income yields from investmenls may flucluale and, in consequence, initial capital paid to make the investment may be used as part of that income yield. Some investments may not be readily 

realisable and it may be diffcull to sell or realise foose investments, similarty it may prove difficult tor you lo obtain reiatte information atoul foe value, or nsks. lo which such an investment is exposed. This 

report may provide the addresses of, or contain hyperlinks to, websites. Except to foe extent to which foe report refers to website material of CS, CS has rot reviewed any such site ax) takes no responsibility 

for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website matenal) is provided solely fa your convenience and information and the content of any 

such website does not in any way form part offos document. Accessing such website a following such link forough this report a CSs website shall be al your own risk. This report is issued aid dislnbuted in 

Europe (except Switzerland) by Credit Suisse Secunties (Europe) Unuted, One Cabot Square, London £14 4QJ, England, wfifoh is authorised by foe Prudential Regulatiai Authority and regulated by foe 

Financial Conduct Authority and the Prudential Regulation Aulhonty. This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Ntedertassung Frankfurt am Main regulated by foe 

Bundesanstatt fuer Finanzdienslteistungsaufsiclit fBaFin'). This report is being distnbuled in the United States and Canada by Credit Suisse Securities (USA) LLC; in Switzerland by Credit Suisse AG; in 

Brazil by Banco de inveslimentos Credit Suisse (BrasH) SA a its affiliates; in Mexico by Banco Credit Suisse (Mexico), SA. (transactions related fo the secunties mentioned in this report wifi only be effected 
in compliance with applicable regulation); in Japan by Credit Suisse Secunties (Japan) Limited, Financial Instruments Firm, Director-General of Kanto Local Finance Bureau (Kinsbo) No. 66, a member of^^H 

Japan Securities Dealers Association. The Financial Futures Association of Japan, Japan investment Advisers Association, Type ll Financial instruments Firms Association; elsewhere in Asia/ Pacific by 

whichever of Ihe to towing is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong Kcng) Limited, Credit Suisse Equities (Australia) Limited, Credit Suisse Secunties (Thaiand)

Limited, having registered address a! 990 Abdulrahim Place, 27 Fleer, Unit 2701, Rama IV Road, Stom, Bangrak, Bangkok 10500, Thailand, Tel *66 2614 6000, Credit Suisse Secunties (Malaysia) SdnBhd,

Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited regulated by foe Secunties and Exchange Board of India (registration Nos INB230970637; INF230970637; 

INB010970631; INF010970631), having registered address al 9th Fba. Ceejay House, DrAB Road, Wort, Mumbai -18. India, T- *91 22 6777 3777, Credit Suisse Securities (Europe) Limited, Seoul 

Branch, Credit Suisse AG, Taipei Secunties Branch, PT Credit Suisse Secunties Indonesia, Credil Suisse Securities (Philippines) Inc., and elsewhere in foe work) By the relevant authorised affiliate of the 

above. Research on Taiwanese securities produced by Credil Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person. Research provided to residents of Malaysia is 

authorised by foe Head ol Research for Credit Suisse Securities (Malaysia) Sdn Bhd, lo whom they should direct any queries on *603 2723 2020 This report has been prepared and issued for dislnbution in 

Singapore to institutional investors, accredited investors and expert investors (each as defined under the Financial Advisers Regulations) onty, and is iso distnbuled by Credit Suisse AG, Singapore branch lo 

overseas investors (as defined under the Financial Advisers Regulations). By virtue of your status as an institutional investa, accredited investor, expert investor a overseas investa, Credit Suisse AG, 

Stogapore branch is exempted from complying with certan compliance requirements under foe Fnanoal Advisers Act, Chapter 110 of Singapoe (foe "FAA"). the Financial Advisers Regulations and foe 

retevani Notices and Gutoefnes issued thereunder, in respecl of any financial advisory serwee which Credit Suisse AG, Singapae branch may provide to you. This research may not conform to Caiadian 

disclosure requirements. In jurisdictions where CS is not already registered or licensed to trade in securities, transactons will only be effected in axondance with applicable securities legislation, which will vary 

from jurisdiction to jurisdiction and may require foal foe trade be made in accordance with applicable exemptions from registration a licensing requirements. Non-U S. customers wishing to effect a transaction 

should contact a CS entity in their toed jurisdictiai unless governing law permits otherwise. U.S. customers wishing to effed a transaction should do so onty by cnnlacong a representative al Credit Suisse 

Secunties (USA) LLC o the U S. Please role foal this research was originally prepared and issued by CS for distribution to their market professional and institutional investa customers Redptenls who are 

not market professional a institutional investa customers of CS should seek foe advice of their independent financial advisor prior lo laking any investment decision based on this report or fa any necessary 

explanation of its contents This research may relate to investments a services of a person outside of the UK a toother matters wtixfo are not authorised by foe Prudential Regulation Authority ano regulated 

by the Financial Conduct Authority and foe Prudential Regulation Authority or in respecl of which the protections of the Prudential Regulation Authority and Financial Conduct Authority fa private customers 

and/or ihe UK compensator! scheme may not be available, and further details as to where this may be the case are available upon request in respect of this report. CS may provide varous services to US 

municipal entities or obligated persons (’municipalities’), including suggesting individual transactions a trades and entering into such transactions. Any services CS provides lo municipalities are not viewed as 

’advice' within foe meaning of Secton 975 of the Dodd-Frank Wal Street Reform and Consumer Protection Act CS is providing any such services and related information sotety on an arm's length bass and 

not as an advisor or fiduciary lo foe municipality. In connection with the provision of Ihe any such services, there is no agreement, direct or indirect, between any municipality (including the officials, 

management, employees a agenls thereof) and CS tor CS to provide advice to foe munidpatty. Municipalities should consult with their financial, accounting and legal advisors regarding any such services 

provided by CS In addition, CS is no! acting la direct a indirect compensation to solicit the munopality on behalf ol an unaffiliated broker, dealer, municipal securities dealer, municipal advisor, or investment 

adviser fa foe purpose of obtaining or retaining an engagement by foe municipality for or in connection with Municipal Financial Products, Ihe issuance of municipal securities, a of an investment acfviser lo 

provide investmenl advisory services to a on behail of the munidpafity. If Ihis report is bang distributed by a financial nstiluton other than Credit Suisse AG, a its affiliates, that financial institution is solely 

responsible fix distribution. Clients of that institution should contacl that institution lo effect a transaction in the secunties mentioned to this report or require further information. This report does not consMute 

investment advice by Credit Suisse to foe clients of foe distributing financial instilulton, and neifoa Credil Suisse AG. its affiliates, and their respective officers, directors and employees accept any liability 

whatsoever fix any direct a consequential loss arising from foeir use of Ihis report a its content. Principal is not guaranteed. Commisscn is the commission rate a Ihe amounl agreed wilh a customer when 

setting up an account a at any lime after that.

Copynghl©2014 CREDIT SUISSE AG ardAx its affiliates. All nghls reserved.

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 eroded due to changes in redemption amounts. Care is required when investing in such instruments.
When you purchase non-iisted Japanese fixed income secunties (Japanese garemmenl bonds, Japanese municipal bonds, Japanese govemmenl guaranteed bonds, Japanese corpxate txxds) from CS _ 

as a seller, you will be requested to pay foe purchase price only.
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NiSource, Inc.

Outlining Midstream Growth 
Potential; Raisinq PT to $38

Solid IQ beat; raising PT to $38: Nl reported IQ 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 1Q13 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 1Q last year. We raise our PT 

from $36 to $38 due to sector multiple expansion, and raise our 2014/2015 EPS 

estimates from $1.66/$1.83 to $1.70/$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 Cas 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 2018.

NIPSCO 7-Year Cas Infrastructure Program approved: Earlier this afternoon, the 

Indiana Utility Regulatory Commission approved NIPSCO Cas' 7-year gas infrastructure 

program, largely in its original form. The program, which is similar to the electric 

infrastructure program approved in February, allows NIPSCO Cas 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 growth guidance, which we believe is conservative given the MLP's 

cheaper cost of capital coupled with rate base growth in excess of 10%.

Nl: Quarterly and Annual EPS (USD)
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Equity Research
Power & Utilities | North America Utilities 

30 April 2014

Stock Rating 

Industry View 

Price Target

OVERWEIGHT

Unchanged

NEUTRAL
Unchanged

USD 38.00 

raised 6% from USD 36.00

Price (29-Apr-20H)

Potential Upside/Downside 

Tickers

Market Cap (USD mn)

Shares Outstanding (mn)

Free Float (%)

52 Wk Avg Daily Volume (mn) 

Dividend Yield (%)

Return on Equity TTM (%) 

Current BVPS(USD)

Snurci*: Thomson Reuters

Price Performance 

52 Week range

USD 36.29 

♦5% 

Nl

11423

314.76

99.54

2.0

2.8
8.58

18.77

Exchange-NYSE 

USD 36.82-27.11

K

*/"■

Jul :0:s OG 20H Apr .'CM

Link io Barclays Live for mlcroetive charting

North America Utilities 

Daniel Ford, CFA 

1.212.526.0836 

daniel.x.ford@barclays.com

SF-YjDecIESK^tuaU ■mm rSBBj| BCI, New York

Qi 0.69A N/A 0.82A 0.79E N/A N/A 0.87E 19% N/A William Zhang

Q2 0.23A N/A N/A 0.25E N/A N/A 0.26E N/A N/A 1.212.526.6203

Q3 0.18A N/A N/A 0.15E N/A N/A 0.1 IE N/A N/A wil1iam.zhang@barclays.com

Q4 0A7A N/A N/A 0.51 E N/A N/A 0.53E N/A N/A
BCI. New York

Year 1.58A 1.66E 1.70E 1.67E 1.83E 1.84 E 1.79E 8% 8%

P/E 23.0 21.3 19.7

Source: Barclays Research.

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 repons. As a result, investors should be aware that the firm may have a 

conflict 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. 

PLEASE SEE ANALYST CERTIFICATION(S) AND IMPORTANT DISCLOSURES BEGINNING ON PACE 4.
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NiSource, Inc (Nl)

Income statement ($mn) 2013A 2014E 2015E 2016E CACR

Revenue 5,657 6.112 6,329 6,592 5.2%

EBITDA (adj) 1,701 1,938 2,117 2,343 11.3%

EBIT (adj) 1.143 1,319 1,458 1.643 12.8%

Pre-tax income (adj) 753 825 896 1.039 11.4%

Net income (adj) 494 536 582 676 11.0%

EPS (adj) (S) 1.58 1.70 1.84 2.13 10.4%

Diluted shares (mn) 313.6 315.0 316.4 317.6 0.4%

DPS (S) 1.00 1.08 1.12 1.16 5.1%

Margin and return data Average

EBITDA (adj) margin (%) 30.1 31.7 33.4 35.5 32.7

EBIT (adj) margin (%) 20.2 21.6 23.0 24.9 22.4

Pre-tax (adj) margin (%) 13.3 13.5 14.2 15.8 14.2

Net (adj) margin (%) 8.7 8.8 9.2 10.2 9.2

ROIC (%) 8.2 8.5 8.6 9.1 8.6

ROA (%) 2.2 2.2 2.2 2.5 2.3

ROE (%) 8.3 8.7 9.1 10.0 9.0

Balance sheet and cash flow ($mn) CACR

Net PP&E 14,047 15,897 17,477 19,066 10.7%

Total net assets 22.654 24,373 26.084 27,515 6.7%

Capital employed 14,022 15.535 17.047 18,077 8.8%

Shareholders' equity 5,887 6,133 6,411 6,763 4.7%

Net debt/(funds) 8.109 9,261 10,402 11.286 11.7%

Cash flow from operations 1,437 1,279 1,403 1,729 6.4%

Capital expenditure -1,880 -2,150 -2,239 -2,289 N/A

Free cash flow -679 -1,040 -1,026 -936 N/A

Pre-dividend FCF -374 -699 -671 -568 N/A

Valuation and leverage metrics Average

P/E (adj) (x) 23.0 21.3 19.7 17.1 20.3

EV/EBITDA (adj) (x) 11.5 10.7 10.3 9.7 10.5

EV/EBIT (adj) (x) 17.1 15.6 14.9 13.8 15.4

P/BV (x) 1.9 1.9 1.8 1.7 1.8

Dividend yield (%) 2.8 3.0 3.1 3.2 3.0

Total debt/capital (%) 58.0 60.5 62.4 62.6 60.9

Net debl/EBlTDA (adj) (x) 4.8 4.8 4.9 4.8 4.8

Selected operating metrics Average

Payout ratio (%) 63.3 63.4 60.9 54.5 60.5

Interest cover (x) 2.8 2.7 2.6 2.7 2.7

Regulated (%) N/A N/A N/A N/A N/A

tndustrv.VlewrNElfTRAL’

Stock Rating: OVERWEIGHT

Price (29-Apr-2014) USD 36.29

PriceJTarget USD 38.00

Why Overweight? We rate Nl as Overweight because 

of the attractive risk/reward profile from Nl's well- 

defined rate base growth strategy which we see as 

relatively low-risk. Moreover, we believe additional 

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.

Upside case USD 40.00

Our upside case assumes the Columbia Pipeline 

Croup is converted to an MLP with a 3.2% target 

yield.

Downside case USD 30.00

Our downside case assumes Nl does not execute a 

midstream MLP. and we instead assign a 9.5x 2015E 

EBITDA to 2015E midstream earnings in our 

valuation.

Upside/Downside scenarios

Price History Price Target
Prior 12 months Next 12 months

High Upside

40.00

36.32 Current Target
r>n

36.29

30.00

27.11
Lew Downside

POINT® Quantitative Equity Scores 

Value

Quality

Sentiment

mM

[aaBggnq

Source: POINT®. The scores are valid as of the date of this 
report and are independent of the fundamental analysts' 
views. To view the latest scores, please go to the equity 
company page on Barclays Live.

Source: Company data, Barclays Research 
Note: FY End Dec
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Midstream Project Estimates
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 figures 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 Cas 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 Z5. 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.

FIGURE 1

Columbia Pipeline Croup Midstream Project Estimates

k > * l / jsaaiOTa'r v* MaWBlExpres^Wesfl

Potential In-Service Date 4Q2017 4Q 2017 4Q 2018 4Q2018

Rate ($/Dth) $0.45 $0.16 $0.65 $0.35

Pipeline Capacity (mmcf/day) 1,500 800 850 600

Annual Revenue (SMM) $246 $47 $202 $77

EBITDA Margin 65% 65% 65% 65%

Incremental EBITDA $160 $30 $131 $50

Source: Company documents, Barclays Research

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 17.4x 2015 EPS multiple, which is a 10% quality premium

to the group average. We assume a 3.6% target yield and $700 million in 2015 EBITDA for

the midstream operations.

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 10% 

quality premium to the group average. We assumed a 3.9% target yield and $700 million in 

2015 EBITDA for the midstream operations.
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ANALYST(S) CERTIFICATION(S):

I, Daniel Ford. CFA, hereby certify (1) that the views expressed in this research report accurately reflect my personal views about any or all of the 

subject 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 firm'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 firm'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 affiliates (collectively and each 

individually. "Barclays"). For current important disclosures regarding companies that are the subject of this research report, please send a written 

request to: Barclays Research Compliance, 745 Seventh Avenue, 14th Floor, New York. NY 10019 or refer to http://publicresearch.barclays.com 

or call 212-526-1072.

The analysis 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 of their 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: hUp://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, Inc. (Nl, 29-Apr-2014. USD 36.29), Overwekjht/Neutral, A/C/D/j/K/l/M/O

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 

previous 12 months.

B: An employee of Barclays Bank PLC and/or an affiliate is a director of this issuer.

C: Barclays Bank PLC and/or 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 and/or an affiliate has received compensation for investment banking services from this issuer in ihe 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 1% or more of a class of equity securities of the issuer as of the end of the month prior 

to the research report's issuance.

C: One of the analysts on the coverage team (or a member of his or her household) owns shares of the common slock of this issuer.

H: This issuer beneficially owns 5% or more of any class of common equity securities of Barclays Bank PLC. 

h Barclays Bank PLC and/or an affiliate has a significant financial interest in the securities of this issuer.

]: Barclays Bank PLC and/or an affiliate trades regularly in the securities of this issuer.

K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation from this issuer within the past 12 months.

L: This issuer is. or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or 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 

and/or an affiliate.

N: This issuer is. or during the past 12 months has been, a non-investment banking client (non-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 this issuer's slock, 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.

P: A partner, director or officer of Barclays Capital Canada Inc. has, during the preceding 12 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.
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IMPORTANT DISCLOSURES CONTINUED

S: Barclays Capital Canada Inc. is a market-maker in an equity or equity related security issued by this issuer.

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 of all 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 of the industry coverage universe over a 12- 

month investment horizon.

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-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 improving.

Neutral - industry coverage universe fundamentals/valualions 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) 

CenterPoinl Energy InC. (CNP) 

Dominion Resources (D)

Edison International (FIX)

Great Plains Energy Inc. (GXP)

ITC Holdings (ITC)

Northeast Utilities (NU)

PG&ECorp. (PCG)

Portland General Electric Co. (POR) 

Sempra Energy (SRE)

Westar Energy (WR)

Ameren Corp. (AEE)

Aqua America (WTR)

CMS Energy (CMS)

DTE Energy (DTE)

Emera Inc. (EMA.TO) 

Hawaiian Electric Inds (HE) 

National Grid Pic (NGG)

OGE Energy Corp, (OGE) 

Pinnacle West Capital (PNW) 

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)

Inlegrys Energy Group Inc. (TEG) 

NiSource, Inc. (Nl)

Pepco Holdings (POM)

PNM Resources (PNM)

SCANA Corp. (SCC)

TECO Energy (TE)

Xcel Energy (XEL)

Distribution of Ratings:

Barclays Equity Research has 2618 companies under coverage.

45% have been assigned an Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating; 45% of 

companies with this rating are investment banking clients of the Firm.

37% have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 43% of 

companies with this rating are investment banking clients of the Firm.

14% 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 12 months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst's price 

target over the same 12-month period.

Guide to the POINT® Quantitative Equity Scores:

The POINT Quantitative Equity Scores (POINT Scores) are based on consensus historical data and are independent of the Barclays fundamental
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analysts' views. Each score is composed of a number of standard industry metrics.

A high/low Value score indicates attractive/unattractive valuation. Measures of value include P/E. EV/EBITDA and Free Cash Flow.

A high/low Quality score indicates financial statement strength/weakness. Measures of quality 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 of the date of this 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. (BCI. New York)

Tokyo

Barclays Securities lapan Limited (BSJL, Tokyo)

Sao Paulo

Banco Barclays S.A. (BBSA, Sao 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, Johannesburg)

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 (India) Private Limited (BSIPL. Mumbai)

Singapore

Barclays Bank PLC, Singapore branch (Barclays Bank, Singapore)
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NiSource, Inc. (Nl)
USD 36.29 (29-Apr-2014)
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Source: IDC, Barclays Research

Link to Barclays Live for interactive charting

Stock Rating Industry View
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Date Closing Price Rating Adjusted Price Target

19-Feb-2014 35.40 36.00

06-Jan-2014 32.95 34,00

31-Oct-2013 31,52 33.00

24-Apr-2013 31.14 32,00

20-Feb-2013 27.04 29.00

03-Dec-2012 24.34 Overweight 27.00

09-|ui-2O12 24.41 26.00

01-May-2012 25.33 25.00

01-Feb-2012 23.45 23.00

28-Oct-2011 22.52 22.00

26-)ul-2011 20.85 21.00

Source: Thomson Reuters. Barclays Research

Historical stock prices and price targets may have been adjusted for 

stock splits and dividends.

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 previous 12 months.

C: Barclays Bank PLC and/or an affiliate is a market-maker and/or liquidity provider in equity securities issued by NiSource, Inc. or one of its 

affiliates.

D: Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from NiSource. Inc. in the past 12 months.

I: Barclays Bank PLC and/or an affiliate trades regularly in the securities of NiSource, 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 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

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 of orders executed on the floor of the 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 17.4x 2015 EPS 

multiple, which is a 10% quality premium to the group average. Our MLP valuation assumes a 3.5% target yield and $700 million in 2015 EBITDA 

for the midstream operations.

Risks which May Impede 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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DISCLAIMER:

This publication has been prepared by the Corporate and Investment Banking division of Barclays Bank PLC and/or one or more of its affiliates (collectively 

and each individually, "Barclays"). It has been issued by one or more Barclays legal entities within its Corporate and Investment Banking division as provided 

below. It is provided to our clients for information purposes only, and Barclays makes no express or implied warranties, and expressly disclaims all warranties 

of merchantability or fitness for a particular purpose or use with respect to any data included in this publication. Barclays will not treat unauthorized 

recipients of this 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 liability 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 of the possibility of such damages, arising from any use of this 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 of any third-party web site accessed via a hyperlink in this publication and such information is not incorporated by reference.

The views in this publication are those of the author(s) and are subject to change, and Barclays has no obligation to update its opinions or the information in 

this publication. The analyst recommendations in this publication reflect solely and exclusively those of the author(s). and such opinions were prepared 

independently of any other interests, including those of Barclays and/or its affiliates. This publication does not constitute personal investment advice or take 

into account the individual financial circumstances or objectives of the 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 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 substantial^ from those 

reflected. Past performance is not necessarily indicative of future results.

This material has been issued and approved for distribution in the UK and European Economic Area ("EEA”) by Barclays Bank PLC It is being made available 

primarily to persons who are investment professionals as that term is defned in Article 19 of the Financial Services and Markets Act 2000 (Financial 

Promotion) Order 2005. It is directed at, 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 available only lo such persons and will be entered into only with 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 of the London Stock Exchange.

The Corporate and Investment Banking division 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 U.S. registered broker/dealer, is distributing this material in the United States and, in connection 

therewith accepts responsibility for its contents. Any U.S. person wishing to effect a transaction in any security discussed herein should do so only by 

contacting a representative of Barclays Capital Inc. in theU.S. at 745 Seventh Avenue, New York, New York 10019.

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 381 066 281) is regulated by the Autorile des marches financiers and the 

Autorite de controle prudentiel. Registered office 34/36 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 

services provider (Registration No.: 1986/004794/06. Registered Credit Provider Reg No NCRCP7), is distributing this material in South Africa. Absa Bank 

Limited is regulated by the South African Reserve Bank. This publication is not, nor is it intended to be, advice as defined and/or contemplated in the (South 

African) Financial Advisory and Intermediary Services Act, 37 of 2002, or any other financial, investment, trading, tax, legal, accounting, retirement, actuarial 

or other professional advice or service whatsoever. 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 S Investment Banking Division of Absa Bank Limited in South Africa, 15 Alice Lane, Sandton, 

lohannesburg. Gauteng 2196. Absa Bank Limited is a member of the Barclays group.

In lapan, 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 lapan Limited. Barclays Securities japan Limited is a joint-stock company incorporated in japan with 

registered office of 6-10-1 Roppongi. Minato-ku, Tokyo 106-6131, Japan. It is a subsidiary of Barclays Bank PLC and a registered financial instruments firm 

regulated by the FinancialServices Agency of Japan. Registered Number: KantoZaimukyokucho (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 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 distributed by Barclays Capital Securities 

Taiwan Limited to its clients. The material on securities/mslruments not traded in Taiwan is not to be construed as 'recommendation' in Taiwan. Barclays 

Capital Securities Taiwan Umited does not accept orders from clients to trade in such securities. This material may not be distributed to the public media or 

used by the public media without prior written consent of Barclays.

This material is distributed in South Korea by Barclays Capital Securities Umited, Seoul Branch.

All equity research material is distributed in India by Barclays Securities (India) Private Limited (SEBI Registration No: 1NB/INF 231292732 (NSE), INB/INF 

011292738 (BSE) | Corporate Identification Number: U67120MH2006PTC161063 [ Registered Office: 2081 Ceejay House | Dr. Annie Besant Road | Shivsagar 

Estate | Worli | Mumbai - 400 018 | India, Phone:+ 91 22 67196363). 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 supervision of Bundesanstalt fur Finanzdienstleistungsaufsicht (BnFin). 

This material is distributed in Malaysia by Barclays Capital Markets Malaysia Sdn Bhd.

This material is distributed in Brazil by Banco Barclays SA 

This material is distnbuted in Mexico by Barclays Bank Mexico. SA.

Barclays Bank PLC in the Dubai International Financial Centre (Registered No. 0060) is regulated by the Dubai Financial Services Authority (DFSA). Principal 

place of business in the Dubai International Financial Centre: The Gate Village, Building 4. Level 4, PO Box 506504, Dubai, United Arab Emirates. Barclays
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Bank PIC-DIFC Branch, may only undertake the financial services activities that fall within the scope of its existing DFSA licence. Related financial products or 

services are only available to Professional Clients, as defined by the Dubai Financial Services Authority.

Barclays Bank PLC in the UAE is regulated by the Central Bank of the UAE and is licensed to conduct business activities as a branch of a commercial bank 

incorporated outside the UAE in Dubai {Licence No.: 13/1844/2008, Registered Office: Building No. 6, Bur) Dubai Business Hub. Sheikh Zayed Road, Dubai 

City) and Abu Dhabi (Licence No.: 13/952/2008. Registered Office Al Jazira Towers, Hamdan Street. PO Box 2734. Abu Dhabi).

Barclays Bank PLC in the Qatar Financial Centre (Registered No. 00018) is authorised by the Qatar Financial Centre Regulatory Authority (QFCRA). Barclays 

Bank PLC-QFC Branch may only undertake the regulated activities that fall within the scope of its existing QFCRA licence. Principal place of business in Qatar: 

Qatar Financial Centre, Office 1002, 10th Floor, QFC Tower, Diplomatic Area, West Bay, PO Box 15891, Doha, Qatar. Related financial products or services 

are only available to Business Customers as defined by the Qatar Financial Centre Regulatory Authority.

This material is distributed in the UAE (including the Dubai International Financial Centre) and Qatar by Barclays Bank PLC.

This material is distributed in Saudi Arabia by Barclays Saudi Arabia {'BSA'). It is not the intention oF the publication to be used or deemed as 

recommendation, option or advice for any action (s) that may take place in future. Barclays Saudi Arabia is a Closed Joint Stock Company. (CMA Ucense No. 

09141-37). Registered office Al Faisaliah Tower, Level 18. Riyadh 11311, Kingdom of Saudi Arabia. Authorised and regulated by the Capital Market 

Authority, Commercial Registration Number: 1010283024.

This material is distributed in Russia by OOO Barclays Capital, affiliated company of Barclays Bank PLC. registered and regulated in Russia by the FSFM. 

Broker License #177-11850-100000-. Dealer License #177-11855-010000. Registered address in Russia: 125047 Moscow. 1 st Tverskaya-Yamskaya str. 21.

This material is distributed in Singapore by the Singapore branch of Barclays Bank PLC. a bank licensed in Singapore by the Monetary Authority of Singapore. 

For matters in connection with this report, recipients in Singapore may contact the Singapore branch of Barclays Bank PLC, whose registered address is One 

Raffles Quay Level 28. South Tower, Singapore 048583.

Barclays Bank PLC. Australia Branch (ARBN 062 449 585. AFSL 246617) is distributing this material in Australia. It is directed at wholesale clients' as defined 

by Australian Corporations Act 2001.

IRS Circular 230 Prepared Materials Disclaimer: Barclays does not provide tax advice and nothing contained herein should be construed to be tax advice. 

Please be advised that any discussion of U.S. tax matters contained herein (including any attachments) (i) is not intended or written to be used, and cannot 

be used, by you for the purpose of avoiding U.S. tax-related penalties: and (ii) was written to support the promotion or marketing of the transactions or other 
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1Q14 Beat on Solid Operations 

Event
NI reported ]Ql4 clean EPS of $0.82, above our consensus-aligned estimate ol 

$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 transport Marceilus/Utica gas to the Gulf Coast, and we now expect firm 

contracts (and project detail) by the next earnings call (July/August). Despite 

limited information given competitive negotiations, we estimate Leach and 

Rayne to represent ~$1.5 billion of combined investment, providing ~S2/share 

of NPV assuming 50/50 debt/equity and 7.0x EBITDA deployment (analogous 

to a 12% ROE at the pipeline). NI also recently concluded a successful non

binding open season for WB Express, which would provide over 1 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 

~$1 billion of investment potential, and look for more detail by year-end. 

Moreover, these three projects—Leach, Rayne, and WMB Express—could in 

turn represent significant future earnings and growth potential for a hypothetical 

infrastructure MLP. of which a decision on formation is still expected in the 3Q 

of this year (and which is broadly expected).

Impact & Analysis
Owing to the IQ 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 $1.77. although secularly we think the targeted 5%-7% EPS CAGR has been 

largely de-risked.

Valuation & Recommendation
We maintain our Market Perform stock rating, although we're raising our price target 

to $36, reflecting the $2/share NPV add from Leach and Rayne, which we're now 

building in given the very high odds of securing. We also note another $l/sharc of 

potential from the WB Express, but whose inclusion is premature at this early stage.

Price (30-Apr) $36.32 52-Week High $36.82
Target Price $36.00| 52-Week Low $27.11
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2012 2013
Last Data Poml Ai«i 28. 20U

(FY-Dec.) 2012A 2013A 2014E 2015E

EPS $1.44 $1.57 S1.69| $1.77

P/E 21.5* 20.5x

CFPS $4.31 $4.37 $4.45| $4.25!
P/CFPS 8.2x 8.5x

Rev. ($mm) $5,091 $5,657 $6,273 $6,480

EV ($mm) $14,955 $16,838 $16,838 $16,838
EBITDA (Smm) $1,615 $1,745 $1,920 $2,037
EV/EBITDA 9.3x 9.6* 8.8x 8.3x

Quarterly EPS Q1 Q2 Q3 Q4
2012A $0.73 $0.23 $0.05 $0.44
2013A $0.69 $0.23 $0.18 $0.47
2014E $0.82a $0.23 $0.16! $0.48]

Dividend $1.00 Yield 2.8%
Book Value $18.21 Price/Book 2.Ox
Shares O/S (mm) 313.3 MM. Cap (mm) $11,379
Float O/S (mm) 310.8 Float Cap (mm) $11,289

Wkly Vol (000s) 9,852 Wkly S Vol (mm) $312.8

Net Debt (Smm) $6,740 Next Rep. Date na

Notes: All values in US$
Major Shareholders:
First Call Mean Estimates: NISOURCE INC (USS) 2014E: $1.67; 
2015E: $1.79

Changes Annual EPS Annual CFPS Quarterly EPS Target
2014E $1.66 lo $1.69 2014E $3.94 10 $4.45 Q3/14E $0.15 to $0.16 $34.00 lo $36.00

2015E $4.14to $4.25 Q4/14E $0.49 to $0.48

Please refer to pages 7 to 10 for Important Disclosures, including the Analyst's Certification.
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1Q14 at a Glance

NI reported IQ14 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 MMDth increased 10% y/y, mainly due to colder weather increasing natural gas demand. 

Included in results was a $ 17.5mm 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.

+$0.02 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 

10% y/y, 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% y/y. 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 Interest. Interest expense of $109 million was lower than our $112 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 l Bcf/d to l.5 Bcf7d, 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 $l.l-$l.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-0.6 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 

$350-$400 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.

Page 2 • May l. 2014
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On a combined basis, we estimate Rayne & Leach to represent approximately $1.5 billion of total 

investment and over $200 million of annual RB1TDA (assuming 7.Ox 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 1 Bcf/d of takeaway capacity for Marcellus gas to access both eastern 

and western markets. Although it is still early in the process, this project could be another 

~$1 billion of investment given its sizc/scope (similar to Leach Express), which suggests over 

$ I/share of additional upside. We look for more detail by year-end.

Exhibit 1: NiSource Valuation

NiSource Inc.

Sum-of-the-Parts Valuation Analysis

2015E Multiple Notes:

HYPOTHETICAI NI MLP Assumes Nl files'wth SEC in3Q14 far pipeline MLP. putting IPO possibly 2Q15

General Partner Interest / GP Dislnbuticn

Multiple |unle\ered. pre-lax free cash)

GP Enterprise Value

$1

30.Ox 
$21

Nl MLP unis (million units)

N' MLP Share Puce

Nl MLP MarKei Value

Capital Gains Potential on LP units

Nl MLP Enterprise Value nei to Nl

10
$20 00 

$200

$200

Total Nl MLP Enterprise Value $221

W Parent 1 ewet

EBITDA py Segment

Gas Distribution $768 10 0* 57,683 - 1x turn rogher given S700mm 7-yr pipe modermaalion prgm

Gas Pipelines

Excluding MLP consolidated EBITDA

Net Gas Pipelines

$681

|?100)

$581 11.Ox

Consolidated Pipeline EBITDA

Adjusts out $l00mm ebitda for MLP
$6,390 1x turn higher given $4B 10-yr pipe moocmnation prgm (see tab),

Electnc $569 9 Ox $5.117 - lx turn higher given S3-4B L-T l&d modernization prgm (see tab)

Other $80'' 5 Ox $401

Enterprise Value of Parent Level Assets $2,579 7.6x $19,591

Enterprise Value of Nl $19,813

Net Nl Debt (YE 2014)

Preferred & Mmoniy Inieresls
PensiorVOPEB Underfunded Obfrgation {$1,088) 25%

($9,953)

$1,000 Assumes $16 (ran MLP capital proceeds (aebt/eqmlylgo to pay down Nl parent level debt

(5272) - est underfunded at YE12; nsk adjusted at 25% (resl assumes recovery in rates)

Gros*
Ut'ca Acreage - Cenirai/Wesl 175,000

RlnJintl Net
0% 0

Value
$5,000 — - Management indicates 150-200* potentially prospective

with geotechnical venaBihly on size of oil window Hull acreage position is 300*)

Net Equity Value
Oluted Shares Outstanding 
$ish

$10,588

31G 
$33 SO

Rayne/Leach $2.01

$/sh $3551

lAveraoe Taroet Price (rounded): $36.00 1

Valuation Summary:

Current Pnce

Current Dividend

Appreciation Potential
Current Yield

$36 32 
$1 00 

-0.9%
2.8%

iTotat Return Potential 1.9*1

Source: BMO Capital Markets estimates, company data.
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Exhibit 2: NiSource Income Statement
Consolidated Earnings 
($ Millions Except Per Share Data)

Operating Revenues:
Gas Dismbution
Pipelines & Storage
Electric
Other
Revenues

Operating Expenses:
Cost of Sales 
Operation & Maintenance 
DD&A
Loss (gam) on asset sates 
Taxes and Other 

Total Operating Expenses

Operating Income 
Other.

Equity in Earnings 
Minonty Interests 
Other

Total Other Income

Reported EBIT 
EBITDA

EBIT Composition 
Gas Distribution 
Pipelines 8 Storage 
Electric
Corporate 8 Other 

Total EBIT

Interest Expense
Preferred Distributions of Subsidiaries 

Financing Expense

Income Before Taxes 
Income Taxes 

Current 
Deferred

Total Income Taxes 
Effective Inc. Tax Rate (%)

Net Income From Continuing Operations 
Discontinued Operations, net 
Change in Accounting 

GAAP Net Income to Common

Acf/usimenrs to Core 
Asset Impairment 
Gam (Loss) From Qsposal 
Other Non-Recumng Gains (Loss)

Total Adjustments 
Non-GAAP Core Earnings

Shares Outstanding (mm)
Avg. Diluted Snares Out 
Avg. Basic Shares Out 
Period-end basic Shares Out

Earnings Per Share (Diluted)
GAAP EPS 
Core EPS 

EPS Growth (core)

2009A 2010A 2011A 2012A 2013A Q1 Q2 Q3 Q4 2014E 2015E

S3.303 $3.0% 52,918 $1,960 S2.226 $1,215 S605 $409 5901 53.130 $3,526
1.241 1,261 1.355 1,462 1.643 579 289 300 3-10 1.508 1,367
1.213 1,375 1.428 1,508 1.563 450 396 425 400 1.671 1,716

542 603 319 161 224 77 U9) (29) (65) (36) U28)
6,299 6.335 6.019 5,091 5.657 2.321 1.272 1.105 1.576 6.273 6,480

2,978 2,898 2.556 1,549 1.816 1.061 378 228 478 2,145 2,175
1.650 1.654' 1,723 1,674 1,874 501 464 479 519 1.964 2.017

589 596 530 564 577 149 152 154 154 609 645
18 1 17 (*) (18) (16) 0 0 0 (IS) 0

283 287 295 289 X! 101 66 60 62 310 307
5,516 5,436 5,129 4.072 4.550 1.797 1.059 921 1,234 5,012 5.143

783 899 890 1,020 1,108 524 212 184 341 1.261 1.337

16 15 15 32 36 10 12 12 12 45 60
0 0 0 0 0 0 0 0 0 0 0

1§) 4 161) 0) 24 5 0 0 1 6 1£)
10 19 (47) 31 60 14 12 12 13 si 56

$793 $918 $844 $1,051 $1,168 $538 $224 $195 S354 $1,312 $1,392
$1,363 $1,514 $1,382 $1,615 $1,745 $687 $376 $349 $508 $1,920 $2,037

328 324 393 403 445 302 56 3 168 530 542
389 377 360 398 441 159 103 100 127 490 543
117 233 210 251 266 79 65 92 58 234 314
(40) i!£! 1119) i?] 15 0) (I) (1) 0 12) (6)

$793 $918 $844 $1,051 $1,168 $538 $224 $195 $354 $1,312 $1,392

399 392 377' 416 415 109 112 119 120 459 517
0 0 0 0 0 0 0 0 0 0 0

399 392 377 416 415 109 112 119 120 459 517

394 526 467 635 753 429 113 77 234 052 875

(214) 118 (15) (66) (26) 14 10 7 20 51 153
378 55 178 305' 287' 149 30 20 61 260' 153
165 173 163 219 262 163 3D 27 82 311 306
42% 33% 35%' 34% 35%' 38% 35% 35% 35% 36% 35%

229 353 304 416 491 266 73 50 152 541 569
(12) (0) (5) 0 6 (0) 0 0 0 (0) 0

iOJ (58) 0 0 35 0 0 0 0 0 0
$218 $294 $299 $416 $532 $266 $73 $50 $152 $541 $569

0 0 0 0 0 0 0 0 0 0 0
(8) 0 0 0 0 0 0 0 0 0 0

(40) 11 (74) OZ) O) 8 0 0 0 S 0
(49) 11 (74) (17) (3) 6 0 0 0 8 0

$278 $342 $378 $433 $494 $258 $73 $50 $152 $533 S569

276 280 289 300 314 315 316 316 317 316 322
275 278 280 292 312 314 315 315 316 315 321
276 279 282 311 314 315 315 316 316 316 328

$0.79 $1.05 $1.04 $1.39 $1.70 $0 84 $0.23 $0.16 $0.48 $1.71 $1.77
$1.01' $1 22' $i.3r $1,44' $1.57' $0.82 $0.23 $0.16 $0.48 $1.69' $1.77'

-19 4% 21.0% 7.4% 10.0% 9.3% 18.9% 0.5% -13 2% 1.0% 7.1% 4.8%

Dividends
Cash per share $092 $0 92 $0.92 $0 94 $0 98' $0.25 $0 25 $0 26 $0 26 51.02' $1.06'

Div Growth 0.0% 0 0% 0 0% 2.2% 4 3% 4 2% 4.2% 4 0% 4 0% 4.1% 3.9%
Paycxfl Ratio l%) 116 6%' 87.5% 88 7% 67 9%' 57.8%' 59 6%' 59.9%'

Source: BMO Capital Markets estimates, company data.
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Exhibit 3: NiSource Cash Flow Statement

Cash Plow Slaiemeol
($ Millions Except Per Share Data) 2009A 2010A 2011A 2012A 2013A Q1 Q2 03 Q4 2014E 2015E

Operating Activities
GAAP Net Income from Cont. Ops 216 292 299 416 532 266 73 50 152 541 569
DD&A 589 596 538 562 577 149 152 154 154 609 645
Deferred income tax benefit 378 200 178 305 287 149 30 20 61 260 153
Defened Revenues 4 (20) 3 (8) (7) 2 0 0 0 2 0
Amortization of premium on debt 13 10 9 10 9 2 0 0 0 2 0
Less Gain or Loss on assets (4) (0) 0 H) (18) (16) 0 0 0 (16) 0
Less Equity Earnings plus Casn Distributions (15) 7 16 4 (4) (2) 0 0 0 (2) 0
Other non-cash income items 36 112 139 11 m 11 0 0 0 11 0

OCF (pre-working capital) SI.219 $1,197' $1,163' $1,295 $1,372' $561 $255 S224 $368 $1,407 $1,366

OCF per share $4.42 $4.27 $4.10 $4.31 $4.37 SI.78 S0.81 SO.71 SI.16 $4.45 $4 25

Working Capiat

Accounls and notes receivable 259 (244) 318 (181) 31 (2G4) (264) 0
Inventory 129 103 (142) 62 (9) 274 274 0
Less Change of Price Risk Managerrenl Activities 0 0 0 0 0 0 0 0
Accounts payable (192) 38 (155) 57 68 127 127 0
Customer oeposn. net 25 (25) (5) (44) (71 (23) (23) 0
Other assets 83 (206) (201) 144 21 (276) (276) 0
Other liabilities 382 (86) (78) (68) (49) (i) (4) 0
Changes in Working Capital 686' (420) (262T (30? 55' (167) 0 0 0 (167) 0

Discontinued Operations 1255) (57) (50) 11 10 12) 0 0 0 (0) 0
Cash Flow From Operations 1.651 720 870 1.276 1.437 394 255 224 368 1.240 1.366

Jnveflino Activities
Capital Spending (to PP&E) (777) (804) ('.125? {'.499? (1.880? (386) (538) 1538) (689) (2,150? (1.675?

Purchases of eqmty investments 0 0 0 0 0 0 0 0 0 0 0
Acquisitions 0 0 0 0 0 0 0 0 0 0 0
Proceeds from asset sales 6 1 9 26 18’ 5 0 0 0 5 0
Other 109 (140) QD 51 (148) r (27) 0 0 0 22) 0

Cash Used in Investing (662) (944) (1.149) (1.422) (2.010) (408) (538) (538) (689) (2.172) (1.675)
Dscontmueq Operations 8 0 0 12) 119 0 0 0 0 0 0

Investing Cash Flow (655) (943) (1.149) (1.425) (1.891) (408) (538) (538) (689) (2.172) (1.675)

Financino Activities
Sale of Common Stock 26 14 24 384' 44' 9 12 12 12 45' 398'
Sale of Preferred Stock 0 0 0 0 0 0 0 0 0 0 0
Sale of L.T. Debt 1.460 250 890 988 1.308’ 0 0 1.000 0 1,000 1,230
Redemption of Common Stock (3) (2) (3) (10) (8) (10) Q 0 f) (10! 0
Redemption of Preferred Slock 0 0 0 0 0 0 0 0 0 0 0
Redemption of L.T. Debt (1.170) (1.071) (287? (332? (511? (S) 0 (500? 0 (509) (230)
Change in Notes Payable, LC, ST Debt (1.061) 1.280 (23? (582) (78? 114 350 0 250 714 (700)
Payments lo Minority interests 0 0 0 0 O' 0 0 0 0 0 0
Dividends (253) (256) (258? (273? (306? (79) (74) (77) (7?) (306) (320)
Other 0 0 (62) 0 O) 0 0 0 0 0 0

Cash From (For) Financing (1.000) 216 281 175 .145 25 288 435 165 933 3?i

Discontinued Operations 0 0 0 0 0 0 0 0 0 0 0
Financing Cash Flow (1.000) 216 28T 175 445 25 288 435 185 933 378

Change in Cash ($4) ($7) S2 525 1S9) $11 $5 $121 ($136) $1 S69
Cash A Temp. tnv. Beginning of Yr. S21 $16 19 S12 $36 $27 $38 $43 $164 $27 $28

Cash & Temp. Inv. End of Yr. S16 $9 $12 S37 $27 $38 $43 $164 $28 $28 $98

Source: BMO Capital Markets estimates, company data.
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Exhibit 4: NiSource Balance Sheet

Balance Sheet
IS Millions Except Per Share Data) 2009A 2010A 2011A 2012A 2013A Q1 Q2 Q3 04 2014E 201SE

Asset*
Cash 4 Equivalent 16 9 12 36 27 38 43 164 28 28 98
Restricted Cash 175 203 161 47 8 11 11 11 11 11 11
Receives 848 1.121 951 1.114 1.105 1.471 1.471 1.471 1.471 1.471 1,471

Allowance for Uncollectable Acts. (40) (41) (31) (24) (24) (35) (35) (35) (35) (35) (35)
Unbilled Revenues 0 0 0 0 0 0 0 0 0 0 0
Uncterfecovered gas S fuel costs 40 136 21 45 46 114 114 114 114 114 114
InvenltJhes 385 428 566 496 500 22G 226 226 226 226 226
ST Assets Pnce Risk Management 173 160 137 92 23 14 14 14 14 14 14
Regulatory Assets 238 152 170 163 143 159 159 159 159 159 159
Other Current Assets 387 283 262 384 331 231 231 231 231 231 231

Total Current Assets 2,224 2.449 2.248 2,352 2,159 2.230 2,235 2.357 2,220 2.220 2.290
Plant & Equipment (Gross) 19,038 19,590 20.470 21,902 23.622 24,016 24,5r>4 25.091 25,780 25,780 27,455

Accumulated DD&A (8.3541 (8.493) 18.6701 (8.9861 0,257) (9.359) (9.5101 (9.6641 (9 8181 (98181 (10.463)
Plant & Equipment. Net 10.684 11,097 11,800 12.916 14.365 14,658 15,043 15,427 15.962 15,962 16.992

Investments 295 349 356 438 578 610 610 610 $10 610 610
IT Assets Price Risk Management 238 240 189 56 1 0 0 0 0 0 0
Regulatory Assets 1,644 1.650 1.978 2.024 1.522 1.495 1.495 1.495 1,495 1.495 1,495
Good*'1" 3,677 3,677 3.677 3.677 3.666 3.666 3666 3.666 3666 3666 3666
intangible Assets 320 309 298 287 276 273 273 273 273 273 273
Other Long Term Assets (& flywheel) 53 168 162 94 87 85 175 175 175 175 175

Total Assets 19.134 19,939 20.708 21,840 22.654 23,017 23,498 24,003 24.40’ 24.401 25,501

t labilities & Equity:
Short Term Debt 600 1,417 1.687 1,284 1,240 1,343 1.693 1,693 1,943 1.943 1,243
Accounts Payables 502 582 435 539 805 793 793 793 793 793 793
ST Liabilities Pnce Risk Management 190 174 168 95 1 0 0 0 0 0 0
Regulatory Liabilities 44 93 112 172 60 79 79 79 79 79 79
Other 1.575 1.384 1.245 1 212 1 071 1 126 1.126 1.126 1 126 1.126 1.126
Total Current Llab 3.111 3.649 3.646 3.302 3.178 3.341 3691 3.691 3.941 3.941 3.241
Long Term Debt 5,968 5.936 6.267 6.819 7.593 7,639 7,639 8.139 8.139 8.139 9.139
LT Liabilities Pnce Risk Management 170 182 139 20 0 0 0 0 0 0 0
Accurhlaled Deferred Taxes 2.018 2,243 2,571 2,953 3.278 3.412 3,442 3.462 3,523 3.523 3676
Regulatory Liabilities 1,559 1.596 1,664 1,593 1.670 1.678 1.678 1.678 1,678 1,678 1,678
Other Liabilities 1.572 1.409 1.424 1.603 1.048 1.026 1.026 1.026 1 026 1.026 1.026
Total Liabilities 14.418 15.016 15.711 16,290 16,767 17,095 17,475 17,995 18,306 18.X6 18,759
Preferred Equily/Secunles of Consolidaied Subsidianer 0 0 0 0 0 0 0 0 0 0 0
Common Equity 4,717 4,923 4,997 5,554 5,887 6,012 6,023 6.008 6.095 6.095 6,742

Other 0 0 0 0 0 0 0 0 0 0 0
Total Liab S Equity 19.134 19,939 20,708 21,845 22,653 23,107 23,498 24.003 24,40” 24,401 25,501

Source: BMO Capital Markets estimates, company data.
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NiSource Inc. (Nl)
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2013
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EPS
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1
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»/E
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DPS
USS

Yield% 
Hi - Lo

Payout BV
USS

1
Hi -

P/B
Lo

ROE
% Nl - Rating as of 26-Jun-08 = Mkt

1992 1 00 13.5 11.3 0.62 55 4.6 62 7.9 1.7 1.4
1993 1.16 15.0 10.7 0.72 58 4.1 62 8.3 2.1 1.5 14
1994 1.24 133 10.5 0.78 60 4.7 63 8.7 1.9 1.5 15
1995 1.36 14.2 104 0 84 59 4 4 62 9.0 2.1 1.6 15
1996 1.43 14.1 12.3 090 5.1 45 63 9.2 2.2 1.9 16
199? 1.53 16.3 12.4 0.96 5 1 38 63 10.2 2.5 1.9 16
1998 1.59 21.2 14.4 1 02 4.5 30 64 9.8 3.5 2.3 16
1999 1.52 20 4 108 1 08 66 35 71 10.9 2.8 1.5 15
2000 1.89 16.7 6.7 1 08 8.5 34 57 166 1.9 0.8 14
2001 1.30 25 0 14.0 1.16 64 3.6 69 16.8 1.9 1.1 8
2002 2.00 12.5 7.3 1.16 8.0 46 58 20.1 1.2 0.7 11
2003 1.60 13.7 102 0.92 5.6 4.2 58 16 8 1.3 1.0 9
2004 1 61 14.2 12.2 0.92 4.7 4 0 57 17.7 1.3 1.1 9
2005 1.42 18.0 144 0.92 4.5 36 65 18.1 1.4 1.1 8
2006 1.43 196 136 0.92 4.7 3.3 64 18.3 1.5 1.1 8
2007 1 38 20.3 12.7 0.92 5.3 3.3 67 18.5 1.5 0.9 7
2008 1.27 156 8.1 0.92 8.9 4.6 72 17.2 1.1 0.6 7
2009 1.06 14.9 7.3 0.92 11 8 5.8 87 17.6 09 04 6
2010 1.22 14.7 11.6 0.92 6.5 5.1 75 17.7 1.0 06 7
2011 1.33 180 12.7 0.92 55 38 69 17.9 1.3 0.9 7
2012 1 44 18.2 150 0.96 4.4 3.7 67 188 1.4 1.2 8
2013 1.57 21.3 153 1.00 4 2 30 64 17.5 1.9 1.4 9

Range". 25.0 6.7 11.8 3.0 35 0.4

Current" 1.57 22.6 1 00 28 04 18.2 2.0 9

Growth(%):
5 Year: 55 1.7 1.1

10 Year: 0.1 0.8 0.8
20 Year: 1.3 1.7 40

* Currenl EPS is the 4 Quarter Trailing to 04/2013.
' Valuation metrics are based on high and low for the fiscal year.
* Range indicates the valuation range for the period presented above. Last Price ( April 28, 2014): $36.11 

Sources: IMS Global Insight. Thomson Reuters, BMO Capital Markets.
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Analyst’s Certification

I, Carl Kirst. CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers. 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 

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 of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.

Analysts employed 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 Specific Disclosure

Disclosure 5: BMO Capita! Markets or an affiliate received compensation for products or services other than investment banking 
services within the past 12 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 Target/Valuation

Methodology: Our target price for NJ is based on a sum-of-the parts valuation. We individually value each one of NTs 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 12-monlh price target for NI include: 1) 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 (March 31, 2014)

Rating

Category BMO Rating
BMOCM US 

Universe*

BMOCM US 

IB Clients**
BMOCM US 
IB Clients***

BMOCM

Universe****

BMOCM

IB Clients*****

Stamiine

Universe

Buy Outperform 42.0% 21.5% 60.7% 40.8% 53.6% 53.6%

Hold Market Perform 52.8% 10.8% 38.2% 52.8% 43.8% 40.8%

Sell Underperform 5.2% 3.2% 1.1% 6.3% 2.7% 5.6%
* 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 of Investment 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 of April 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 return basis on a total return basis 

(S) = speculative investment;

NR = No rating at this time;
R = Restricted - Dissemination of research is currently restricted.
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BMO Capital Markets' seven Top 15 lists guide investors to our best ideas according to difterem objectives (CDN Large Cap. CDN Small Cap. US 

l.arge 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):

htrp^/researchglobal.bmocanitalmarkets.com/documents^Ol 3/prior rating system.ndt‘

Other Important Disclosures

For Other Important Disclosures on the stocks discussed in this report, please go to 

http://researchglobal.bmocapititlmarkets.com1 Piiblic/Comnanv Disclosure Public.asnx 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 1113.

Dissemination of Research

BMO Capital Markets Equity Research is available via our website httns://rcscarch-

ca.bmocapitalmarkets.com^Public/Securc/Login.asn.\7RetuniUrl=/Member/Home/ResearchHome.aspx. 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 internally and externally 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 Nesbitt Bums 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 arc 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 of 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 of individual 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. furnishes 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 of the securities included in this report should do so through BMO 

Nesbitt Bums Inc.

The following applies if this research was prepared in whole or in part by Andrew Breichmanas. lain Reid. Tony Robson. David Round. Edward Sterek 

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 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 1% 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 if such ownership exceeds 5% of the equity of the 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 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 Capita) 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 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the "Order") or (I!) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant 

persons”). The contents hereof are not intended for the use of and 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 offering a range of retail banking, wealth management, and investment and 
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and 
commercial banking clients are served by BMO Harris Bank N.A. (Member FDIC). Investment and corporate banking services are provided in Canada and the US 
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A. (Member 
FDIC), BMO Ireland Pic, and Bank of Montreal (China) Co. Ltd. and the 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 Protection 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 elsewhere.
TM Trademark Bank of Montreal

©COPYRIGHT 2014 BMO CAPITAL MARKETS CORP 

A member of BMO Financial Group
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Rating
Price (30 Apr 14, US$) 
Target price (USS) 
52-week price range 
Market cap. (USS m) 
Enterprise value (USS m)

NEUTRAL*

36.32
(from 39.00) 40.001 

36.32-27.62 
11.432.03 
21.262.54

'Slock ratings are rotative to the coverage universe in each 

analyst s or eac/i foam's respective sector.

'Target price is lor 12 nxinlPs

Research Analysts 

John Edwards. CFA 

713890 1694 

john edwards@credit-suisse.com

Bhavesh Lodaya 

212 325 2337 

bhave5h.lodaya@credit-suisse.com 

Abhiram Rajendran 

212 538 9038 

abhiram.rajendran@credit-suisse.com

Share price performance

^ Daly Api 30.2013 - Api 30, MU, 4/30/13 * USS30 73

35 
33 
31 
7?
27

/*>t.!3 jui.13 Del 13 Jan-14 Apr-14

■ Pnce ------- Indenod SSP 500 IN0FX

On&SW/IJ ttie S&P 500 INDEX closed at 1883 95

Quarterly EPS Q1 Q2 Q3 Q4
2013A 0.69 0.23 0.18 0.47
2014E 0 82 0.24 0.12 0.52
2015E 0.90 0.25 0.10 0.60

EARNINGS

Weather-induced Beat; TP Up by $1, to $40; 
MLR Info a 3Q Event; Maintain Neutral
b Raising Our Estimates above Guidance on the Beat: Management 

reaffirmed its $1.61-1.71 EPS guidance for 2014. We expect 2014 EPS of 
$1.72. Nl has put into motion a $2.15B capital expenditure plan for 2014 with 
a growing inventory of midstream projects.

■ 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 development1' 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.

■ 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 $0.25/share 
was in line with our estimate.

H Valuation-Raising by $1, to $40, Maintain Neutral: Our $40 TP is based 
on 18-21x 2015E EPS on the electric utility business. lOx 2015E EBITDA 
multiple on the natural gas utilities segment, and 12.5x EBITDA multiple on 
the assets that qualify for MLP treatment (11.5% 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 10-20%, 
supportive of a Neutral rating on the shares.

Financial and valuation metrics
Year 12/13A 12/14E 12/15E 12/16E
EPS (CS adj.) (USS) 1.57 1.72 1.85 2.02
Prev. EPS (USS) — 1.68 1.78 1.87
P/E (x) 23.2 21.1 19.7 18.0
P/E rel. (%) 135.1 132.8 137.8 140.2
Revenue (USS m) 5.657.3 6.313.2 6,799.9 7,467.1
EBITDA (USS m) 1.720.7 1.921.3 2,128.0 2.346.1
OCFPS (USS) 4.58 4.23 5.03 4.12
P/OCF (x) 7.2 8.6 7.2 8.8
EV/EBITDA (current) 11.8 10.5 9.5 8.6
Net debt (USS m) 8,807 9.831 10,162 10,795
ROIC (%) 5.07 5.29 5.57 5.68
Number of shares (m) 314.76 1C (current. USS m) 14.693.80
BV/share (Next Qtr., USS) 19.4 EV/IC (x) 1.4
Net debt (Next Qtr.. USS m) 8,943.5 Dividend (current. USS) 1.0
Net debt/tot cap (Next Qtr., %) 148.8 Dividend yield (%) 0.69
Source' Company data. Credit Suisse estimates

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 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 
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.

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. It also is 
developing transport of gas from the Marcellus and Utica on Columbia Gas 
(1.5Bcfd and known as Leach Express), Columbia Gulf (800mmcf/d known as 
Rayne), and an East/West project for I.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.

Importantly, we believe Nl has the liquidity, balance sheet, and opportunity set in place to 
maintain an annual cap ex program of ~$2B ($2.15B estimated for 2014).

Credit Suisse

NiSource Inc. (Nl) 2
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Exhibit 1: Quarterly Earnings Variance
Eaminas Variance

1Q14 1Q14 CS Diff. 1Q13
Actual Estimate Diff. (%) Actual Comments

Segment EBITDA
Gas Distribution 332 315 17 6% 282 Higher volumes due to extreme cold weather
NIPSCO Electric 135 135 (0) 0% 128
Gas Transmission & Storage 189 191 (2) -1% 159

Other 2 2 0 12% 3

Total EBITDA (recurring) 658 643 15 2% 571

Segment EBIT
Gas Distribution 280 262 18 7% 233
NIPSCO Electric 74 74 0 0% 65
Gas Transmission & Storage 159 162 (3) -2% 133

Other (4) (D (3) NM (4)

Total EBIT (recurrina) 509 496 13 3% 428
Interest Expense 109 114 (5) -4% 99

Other Expenses (5) 0 (5) NM (4)

Taxes 146 134 12 9% 118

Recurrina Net Income 258 249 10 4% 215

Diluted Wtd Avg shares outstanding 314 314 0 0% 311

Recurring EPS • Diluted $0.82 $0.79 $0.03 4% $0.69

Dividend per share $0.25 $0.25 $0.00 0% $0.24

ODerational Metrics * • . 1

Gas Distribution
Total Volumes (MDth) 398 363 35 10% 363 Weather 19% cooler than normal

Total Customers 3,384,943 3,402,483 (17,540) •1% 3,362,428

Electric ©Derations
Residential 402,676 401,559 1,117 0% 401,559
Commercial 54,378 54,084 294 1% 54,084

industrial 2,370 2,373 (3) 0% 2,373
Other electric service 729 725 4 1% 725

Total Keating customers (000s) 460,153 458,741 1,412 0% 458,741

Sales (Gigawatt Hours)
Residential 896 881 15 2% 864
Commercial 936 935 0 0% 921
Industrial 2,607 2,351 256 11% 2,320

Wholesale and other 345 96 249 258% 95

Total 4,784 4,264 520 12% 4,199

Columbia Pioeline Grouo Ooerations
Columbia Transmission 460 458 2 0% 436
Columbia Gulf Mainline 185 200 (15} -7% 190

Intrasegment eliminations (62) (94) 32 -34% (94)
Crossroads Gas Pipeline 6 5 1 13% 5

Total Throughput (MMDth) 589 568 20 4% 537

Source: Company data. Credit Suisse estimates

NiSourcG Inc. (Nl)
[. if ! , ; ■■ty. ■ •: f
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Segment Update
Columbia Pipeline Group (CPG)

■ 1Q14 Performance: Operating earnings up 19% y/y at $159mm and total throughput 
of 589 MMDth was up 10% y/y.

■ 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.

■ 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 Bcf/d 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 10 and 
received very strong interest. Tariffs range from $G.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 S1.5B. WB express is a new project from Ky/WV 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.
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NIPSCO

■ 1Q14 Performance: Operating earnings up 14% y/y at $74mm primarily driven by 
higher wholesale sales (up 265% y/y) while total heating customers remained flat.

■ CapEx: In 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

“ 1Q14 Performance: 19% cooler than normal weather propelled volumes up by 10%
y/y to 398 MMDth, resulting in operating earnings of $280mm, up 20% y/y. Gross profit 
(net revenue) per customer was up 12% y/y.

■ CapEx: In 2014, Nl expects to spend -$815mm 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 SB560 in Indiana just received approval.

NiSource Inc. (Nl)
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Exhibit 2: NI2014CapEx

201 ^Forecasted Ca\

$2,150

$817

2014

uGas Distribution uElectric ^Pipeline Group ^Corporate

Source: Company dala, Credit Suisse estimates
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Additional Color
■ NiSource MLR: Management has stated that it's considering an Investor Day in 3Q14 

to discuss capital needs and the likely formation of an MLR. We model 11.5% of the 
Columbia Pipeline assets in the initial MLR 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-tax basis 
associated with the assets.

■ 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.

NiSource Inc. (Nl) 5
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Estimate Changes
We raised our estimate for 2014 by $0.04/share on the beat, to an above-guidance 
estimate of $1.72/share vs. $1.61-$1.71/share guidance. Our overall outlook is moving 
higher to a 7-9% growth rate, ~200bp above the current guidance of 5-7%. We have held 
our dividend estimate in 2014 at $1.03/share but raised our dividend growth rate by -125- 
150, to approximately 5-5.5% for the 2015-2017 time frame.

Exhibit 3: NiSource 2014- 2016 Estimate Changes______________________________________
Quarterly Variance

CreditSuisse

£ amines Variance
Old estimates________________________  _________ Newestimstes

1QUE 2QI4E 3QI4E 4Q14£ 2014E 2015E 20I6E 1014 2QI4E 3Q14E 4014E 2D14E 2015E 2016E
Segment EBITDA
Gas Drstibuion
NIPSCO Ebrtis
GasTransarisson & Stxago
Otier

315
135
191

2

116
125
145
4

60
159
118

4

223
115
172
13

713
537
625
23

782
575
708
23

849
616
785
23

332
135
189

2

118
123
142
4

60
155
118

4

250
106
172
13

760
519
620
23

682
546
676
24

1.011
565
747
24

Total EBITDA (recurring) M3 390 340 526 1.899 2.068 2.272 658 387 336 541 1,921 2.128 2.346

Segment EBIT
GasDETbirfon 262 61 4 166 492 537 581 280 63 4 192 539 638 743
NiPSCO Elect ic 74 64 96 55 288 314 343 74 61 92 43 270 265 292
Gas Transrtsson & Sbrage 162 114 66 138 499 559 613 159 111 86 138 493 526 574
Ober - 0) 1 0 10 10 9 8 10 1 0 10 11 10 10
Total EBIT Irecurrlnal 496 239 186 368 1.289 1.420 1.546 509 236 182 383 1.313 1,459 1,620
InBeS Eipense 114 115 120 126 475 548 613 109 116 121 127 473 552 615
Otier Eapenses 0 0 0 0 0 0 0 15) 0 0 0 (5) 0 0
Taxes 134 43 23 85 285 309 336 146 44 22 92 304 322 362
Recumng Net Income 249 B0 43 157 529 562 597 258 77 39 163 541 586 643

DAibd At) Avg snares oubandng 314 314 315 315 315 317 319 314 315 315 316 315 317 319

Recurring EPS ■ Diluted $0.79 $0.26 $0.14 $0.50 $1.68 $1.76 $1.87 $0.82 $0.24 $0.12 $0.52 $1.72 $1.85 $2.02

Dividend per share $0.25 $0.26 $0.26 $0.26 $1.03 $1.07 $1.11 $0.25 $0.26 $0.26 $0.26
9.7%
$1.03

7.6%
$1.09

9 1%
$1.15

Operallonal Molrica'

Gas Distnhullon
Total Volumes (MDIh) 363 194 168 287 1,011 1.011 1,011 398 194 168 287 1,046 1,056 1,067
Total Customers 3.402.483 3.405,885 3.409.291 3,412.701 3.412,701 3.426,37? 3.440,998 3,384,943 3,388,328 3,391,716 3.395,108 3,395,106 3,408.709 3,422.364

Flectrir Ofieratinns
ReadenUI 401.559 401,182 401.174 402,638 402.636 402.638 402,638 402.676 401.162 401,174 402,638 402,838 402.638 402.638
Contreroal 54,084 54.189 54.267 54.452 54.452 54.452 54.452 54,378 54,189 54.267 54,452 54,452 54,452 54,452
Indust lal 2,373 2,376 2,371 2,374 2,374 2,374 2,374 2,370 2,376 2.371 2,374 2,374 2,374 2,374
Otier electc service 725 734 734 730 730 730 730 729 734 734 730 730 730 730
Total Keating customers (090s) 458,741 458,461 458,546 460,194 460,194 460,194 460,194 460,153 458.461 458,546 460,194 460,194 460,194 460,194

Sales (Gigawatt Hours)
Resden lal 881 784 1.021 827 3,514 3,566 3,620 896 784 1.021 827 3.528 3.581 3.635
Conner oal 935 967 1.062 966 3.940 3.980 4.019 936 957 1,082 966 3,941 3,980 4,020
Industial 2.351 2.287 2.369 2,459 9,466 9.560 9.656 2.607 2.287 2.369 2,459 9,722 9.819 9.917
Wholesale and otier 96 532 143 4? 616 630 842 345 532 143 47 1,067 1.063 1.099
Total 4.264 4.560 4.614 4.299 17,737 17.936 18.138 4.764 4,560 4,614 4,299 18,256 16.463 18,671

Columbia Pioeline Gfgyp Qpfraligps
Columbia Transrnssion 458 216 174 367 1.215 1.361 1,497 460 216 174 36? 1,217 1.363 1 500
CoUmbta Gul Marine 200 178 141 156 675 716 751 IBS 178 141 156 660 700 735
Intasegrrenletnfiatons (94) (81) (37) (28) (239) (239) (239) 162) (81) (37) (28) (20?) (207) (20T)
Crossroads Gas Pipeine 5 3 4 5 17 17 17 6 3 4 5 18 18 18
Total Throughput (MMDth) 568 316 283 501 1.668 1,055 2,027 589 316 283 501 1,688 1,874 2,045

Financing & Credit Metric*
ToBIDebtr ToOICap 59 6% 60 5% 61.8% 614% 61 4% 59 8% 59.0% 59 9% 61.0% 62 3% 61.9% 61.9% 60 2% 59 2%
Net Debt/ ToUCap 59 6% 60 5% 61.7% 61 4% 61.4% 59 8% 59 0% 59 8% 60.9% 62.2% 61 6% 61 6% 60.1% 59 1%
Nel Debt / Equty 147 4% 15? 9% 1514% 158 9% 158 9% 148 7% 143 8% 148 8% 155 5% 184 4% 161.9% 161 9% 150 5% 144 6%
Book Value Per Share $19 34 $19 34 $19 23 $1948 $1952 $21.49 $23 49 $19.13 $19 '2 $18 98 $19 24 $19 28 $21 31 $23 42
NetDeblrTTMEBlTDA 5 Ox 5 Ox 5.3x 5 1x S.lx 4.6x 4.7x 4 9x 5 Ox 5 3x 5.1x S lx 4 Sx 4.6x

Source: Company data, Credit Suisse estimates
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Valuation
a We are raising our target price by $1 to $40. Our sum of the parts analysis reflects 

what we think will be an initial 11.5% of the Columbia Pipeline 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.

a 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 -11.5% 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 IDRs vs. similar assets 
within a C-Corp.

a Together with NTM dividend of $1.03, our target price translates to a total return of 
approximately 10-20% with a mid-point of -15%, in line with our median total return for 
midstream MLPs.
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Exhibit 4: NiSource Sum of the Parts Valuation

----------5573---------- Multiple Enterprise Value / Equity Value

EBIT D&A EBITDA / Nl Metric Low Base High Low Base High

Electric Services 285.2 261.0 190.5 P/E 18.0x 19.5x 21.0x 3,428.7 3,714.4 4,000.1

Natural Gas Utilities 637.5 244 4 881.9 EV/EBITDA lO.Ox lO.Ox lO.Ox 8,819.3 8,819.3 8,8193

T6&S {88.5%of business) 433.6 117.0 550 5 EV/EBITDA 10.5x 11.Ox 11.5x 5.780.8 6,056.0 6,331.3

T08S (11.5% dropped into MLP) 56.3 15.2 71.5 EV/EBITDA 1 12.0x 12.50x 13.00x 1 858.5 894.3 930.0

Total Enterprise 1 Equity Value 18,887.2 19,484.0 20,080.8

Cash & Equivalents 48.9 48.9 48.9

Short-term Debt 530.5 530.5 530.5

Long-term Debt 7,638.5 7.638.5 7,638.5

Less Net Debt 8.120.1 8,120.1 8,120.1

Less Net Debt attributable to NIPSCO '$1.1 billion) 7,020.1 7,020.1 7,020.1

Total Equity Value 11,867.1 12,463.9 13,060.7

Shares Outstanding 314 314 314

Per Share $37.77 ■ TBST $41.57

Current Share Price $36.29 $36.29 $36.29

Return 7% 12% 17%

Dividend per share {Est.) $1.03 $1.03 $1.03

Dividend Yield 3% 3% 3%

Total Return 10% 15% 20%

2015E EPS $1.85 $1.85 $1.85
Implied PIE 20.4x 21.ST’ 22.5x
Implied Knee target 531T55 (40 00 54235

Implied PIE 21.6x

Source: Company data, Credit Suisse estimates

NiSource Inc. (Nl)
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Risks
The main risk is that with NTs valuation continuing to rise in expectation of it forming an 
MLR, 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. It 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 
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 Mi's shares are up -9% YTD with no meaningful change in earnings 
outlook. The shares yield 2.8% 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.
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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 
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relative to the average total return of the relevant country or regional benchmark.

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 course of Credit Suisse’s engagement in an investment banking transaction and in certain other 

circumstances.

Volatility Indicator [V]: 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 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 sector* relative to the group's historic fundamentals and/or valuation:

Overweight: The analyst's expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months.
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'An analyst's coverage sector consists or all companies covered (3)' the analyst within the relevant sector. An analyst may cover multiple sectors

Credit Suisse's distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating

Outperform/Buy*
Neutral/Hold*

Underperform/SeH*
Restricted

Versus universe (%) Of which banking clients (%)

43%

41%

13%

3%

{53% banking clients) 

(49% banking clients) 

(45% banking clients)

‘For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely 

correspond to Buy, Hold, and Sell, respectively: however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to 

definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other individual iaciors.

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.csfb.com/research and 

analytics/disclaimer/managing_conflicts_disc!aimer.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. (NI.N)

Method: Our $40 TP is based on a 18-2tx 2015E EPS on the electric utility business, a lOx 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 

IDRs vs. similar assets within a C-Corp. Together with NTM dividend of $1.03, our target price translates to a total return of approximately 
10-20% with a mid-point of-15%, in line with our median total return for midstream MLPs.

Risk: The main risk to our $40 TP is that with NTs 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.
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target price method and risk sections.

See the Companies Mentioned section for full company names
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months

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS-Restricted Voting Shares; 
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For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legaLterms/canada_research_policy.shtml.

Credit Suisse has acted as lead manager or syndicate member in a public offering of securities for the subject company (NI.N) within the past 3 
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not market professional a instiiubcnal investa customers of CS should seek foe advice ol their independent financial advisor pna to taking any investment decision based on this report a fa any necessary 

explanation of its contents. This research may relate lo investments a services ol a person outside of the UK a to other mattes which are not authorised by the Prudential Regulation Authonty and regulated 

by foe Financal Conduct Authority and Ihe Prudential Regulation Authority or in respect ol which the protections of the Prudential Regulation Authonty and Finanaa Conduct Authonty for private customes 

andtor the UK compensated scheme may not be available, and further details as lo where this may be the case are availdite upon request to respect of this report. CS may provide various services to US 

municipal enliiiesorobligaied persons ("municipalities"), including suggesting individual transactions or trades and enterrg into such transactions. Any services CS provides to municipalities are not viewed as 

"advice" within foe meaning of Section 975of foe Dodd-Frank Wafi Street Reform and Consumer Protecton Act CS is providing any such services and related information solely on an arm's length basis and 

not as an advisor a fiduciary to foe munidpafity. In connection with the provision of the any such services, there is no agreement, direct or indirect, between any municipality (including the offiriafs. 

management, employees a agents thereof) and CS for CS lo provide advice to Ihe municipality Municipalities should consult with their financial, accounting and legal advisors regarding any such services 

provided by CS in addition, CS is not aclmg for direct a indirect compensation to solicit the munidpality on behalf of an unaffiliated broker, dealer, municipal securities dealer, municipal advisor, or investment 

adviser for the purpose of obtaining a retaining an engagement by the municipality fa a in connection with Municipal Financial Products, foe issuance of municipal secunties, a of an investment adviser to 

provide investment advisory services to a on behalf of the municipality. If this report is being dislnbuted by a financial institution other than Credit Suisse AG, a its affiliates, that financial institution is solety 

responsible fa disinbubon. Clients of that institution should contact foal insMulion lo effect a transaction in the secunties mentioned in this report a require further information. This report does not constitute 

investment advice by Credit Suisse lo the dients of foe distributing financial institution, and neither Credit Suisse AG. its affiOales, and their respadive officers, directors ok) employees accept any iabifily 

whatsoever fix any direct a consequential loss arising from their use of this report a its content Principal is not guaranteed. Commission is the commission rate a the amount agreed with a customer when 

setting up an account a at any time after that

Copyright © 2014 CREDIT SUISSE AG and/a its affiliates. Alt rights reserved.

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 eroded due to changes in redemption amounts. Care is required when investing in such instruments.
When you punfoase ncn-bsled Japanese fixed income secunbes (Japanese government bonds Japanese municipal bonds, Japanese government guaranteed bonds, Japanese corporate bonds) from CS _ 

as a seller, you will be requested to pay the purchase price only.
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HILLIARD LYONS

COMPANY UPDATE / ESTIMATE CHANGE

Electric Utilities
Analyst: David Burks

502.588.8648 / DBurks@hilliard.com 
Institutional Sales Desk: Tim Rexing 

502.585.85091 TRexing@hilliard.com 
J.J.B. Hilliard, W.L. Lyons, LLC 

May 1, 2014

Key Metrics
NI - NYSE (Price as of 4/29/14) $36.32

Price Target NA

52-Week Range $36-82-S27.11

Shares Outstanding (mm) 314.2

Market Cap. (Smm) $11,402

3-Mo. Averaqe Dailv Volume 2,024,000

Institutional Ownership 81.0%

Debt/Total Capital (12/31) 60.0%

ROE (ttm) 8.5%

Book Value/Share $18.42

Price/Bo (A Value 1.90x

Indicated Dividend / Yield $1.00 2.8%

Dividend Cycle Feb., May, Aug., Nov.

EPS FY 12/31

Prior Curr. Prior Curr.
2013 2014E 2014E 2015E 2015E

IQ - -

2Q - -

3Q - -

4Q - -

Year $1.58 $1.67 $1.70 $1.82

P/E 23.0x 21.4x 20.0x

Payout 63% 59% 55%

Note: Figures exclude non-recurring items

Revenue (Smm)

Prior Curr. Prior Curr.
2013 2014E 2014E 2015E 2015E

IQ - -

20 - -

3Q - -

4Q - -

Year $5,659 $6,300 - $6,750

Company Description: Based in Merrillville, hid.. 
NiSource Inc. is a Famine 500 company engaged in 
natural gas transmission, storage and distribution, as well 

as electric generation, transmission and distribution. 
iViSonrce operating companies deliver e.nerg\’ to 3.7 
million customers located within the high-demand energy 
corridor stretching from the Gulf Coast through the 

Midwest to New England. Generation sources: Coal 77%. 
Natural Gas 22%>, Hydro 1 %.

NiSource Inc.
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. 
NTs 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 reaffinned its goal of generating 5% to 
7% long-term annual earnings growth. In addition, NI 

expects to grow its dividend by 3% to 5% annually.

• The company continues to explore the possibility of 

a master limited partnership (MLP) 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 earnings and dividends. We 

would maintain positions in the stock.

Note Important Disclosures on Pages 2 and 3. 
Note Analyst Certification on Page 2.

J.J.B. Hilliard, W.L. Lyons, LLC | Member NYSE, FiNRA b SIPC Equity Research
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Additional information is available upon request.

Analyst Certification

I, David B. Burks, hereby certify 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. 'ITiey 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 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.

Suitability Ratings
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 narrow customer or product base

Hlliard Lyons ratings fcr M (NSCLRCEtfsQ 
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Hilliard Lyons Investment Banking
Recommended Issues Provided in Past 12 Mo.
# of % of

Rating Stocks Covered Stocks Covered Bankina No Bankina
Buy 46 37% 13% 87%
Hold/Neutral 70 56% 13% 87%
Sell 7 6% 0% 100%
Restricted 1 1% 100% 0%
As of 1 April 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 infonnation 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 3 Electric Utilities
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NiSource Inc. (no

IQ Results In-Line

April 30, 2014

Key Takeaway
Nl reported 1Q14 recurring diluted EPS of $0.79 (excluding $17.5mm in CPC 
asset sale gains), in-line with our $0.79 forecast Sr the Street's $0.79 consensus 
estimate. Mgmt also affirmed its 2014 non-CAAP EPS guidance of $1.61-$1.71 
and its $2.1 SB capital budget for the year.

Columbia Pipeline Croup: CPC's $141 mm operating income (excluding asset sale 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 Marcellos 
production on Columbia Gas. The project 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.

Cas 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 2014 and 
it continues to expect a decision soon on the pending NIPSCO Cas seven-year, $700mm 
investment plan. Separately, oh March 21 st, Columbia Gas of PA filed a rate case seeking a 
continuation of its modernization program & a $54mm annual revenue increase.

Electric: NIPSCO reported IQ 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 YE14 completion while the FDC facility at 
Michigan City is on schedule for YE15 in-service.

Guidance: Mgmt affirmed its 2014 non-GAAP EPS guidance of $1.61-$1.71 & its - 
$2,158 capital budget. It also noted that IQ results are squarely in-line with its projected 
performance on the year.

Dividend Increase Anticipated: Nl declared a 255 per 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 26« ($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: 69 3 5 74 5 4

Nl 1Q14 Results Review:
Yaarovar-Yoar

Operating Income toy Division.......
A1Q14E

Cas Distnbution S2&0.1 5265.2 S6% j 5233 3 20.196

Columbia Pipeline Croup 5141 4 5150.0 .5.796 5133.3 6.19t

Electric Operations S74.2 569.8 6.396 564.9 14.396

Corporate. Otner, and Eliminations (54.1) SO 2 NA
! (S3 6)

• 13.996

Total Operating Incoma $491.6 $485.1 1.3% : $427.9 14.9%

Depreciation (5145.7) (5151.1) -1.696 ' ($143-5) 3.696

Ollier Income > (Expenses; 54 5 56.1 -25 696 j 54.1 9 896

inieres: Expense (5109.1) (5107.9) 1 2% j IS9S.6) 10 696

Income Tax Benefit (Expense) (5139 3) (Slji.S) 3 596 (SHOO) 18.096

Raeorrtng Not Incoma S247.7 $246.8 -0.4% i $215.4 15.0%

Avg Diluted Snares Outstanding 315.1 0.096

vsnsemmrri
312.1 1.096

Earnings Par Dlltrtad Sbara

Capita^ S£?.-4*J%mssm

Source: Jefferies, 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.
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Equity Analyst 

(212) 707-6420 csighino@jelteries.com
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Equity Associate 

(212) 284-4697 clilleU@jclleries.corn
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Jefferies

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 objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. 
Please see analyst certifications, important disclosure information, and information regarding the status of non-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, 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 ih 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, IN.

Analyst Certification
I, Christopher Sightnolfi, 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.

I, Christopher Tillett, 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.

I, Corey Goldman, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ics) and 

subject companyfies). 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 analyst's judgement.

Meanings of Jefferies Ratings

Buy - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-monlh 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 

period.

The expected tola! 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-monlh 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 period.

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. 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.

Valuation Methodology
Jefferies’ methodology lor assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total 

return over the next 12 months. The price targets are based on several methodologies, which may include, but are 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/growlh, 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.

lefferies Franchise Picks
Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysis over a 12 month period. Stock selection 

is based oh fundamental analysis and may take into account other factors 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, il 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 slocks and is not sector based, but we may note where we believe a Pick 

falls within an investment style such as growth or value.

page 2 ol 5 Christopher SighinoIR, CFA. Equity Analyst, (212) 707-6420, csighino@jef1eries.com

Please see important disclosure information on pages 2 - 5 of this report. Jefferies
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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 alf 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. If 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.

Rating arid Price,Target Histbry for: NiSpurce lri'c: '(NI) as of 04-29-2014
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Distribution of Ratings

Q3 , Q1 Q2 Q3 Q1
2014

IB Serv./Past 12 Mos.

Rating Count Percent Count ^^Tercent

BUY 904 49.48% 242 26.77%
HOLD 775 42.42% 134 17.29%
UNDERPERFORM 148 8.10% 5 3.38%
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Other Important Disclosures

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC ("Jefferies") group 

companies:

United States: Jefferies LLC which is an SEC registered firm and a member of FINRA,

United Kingdom: Jefferies 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: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located 
at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

Singapore: Jefferies 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 6551 3950.

Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member 
of the Japan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, 1-5-1 Yuraku-cho, Chiyoda-ku, Tokyo 100-0006; telephone +813 5251 

6100; facsimile+813 5251 6101.

India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), which is licensed by the Securities and Exchange Board of India as a Merchant 
Banker (INM000011443) and a Slock Broker with Bombay Stock Exchange Limited (INB011491033) and National Stock Exchange of India Limited 

(INB231491037) in the Capital Market Segment; located at 42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East) Mumbai 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, 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 Jefferies LLC. In the United Kingdom and European Economic 

Area this report is issued and/or approved for distribution by Jefferies 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. Jefferies 

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 ol 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 Jefferies 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). If there are any matters arising from, or in connection 

with this material, please contact Jefferies 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 Jefferies (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 (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 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 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. Jefferies International Limited is authorised and regulated by the Financial Conduct Authority 

under the laws of the United Kingdom, which differ from Australian laws. Jefferies 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 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 preparer's 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 ol 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 
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Nl - Quick Alert: 1Q14 Solid Results, New CPG Project

KeyBanc Capital Markets Inc. Paul I Ridzon: (216) 669- 0270 — Dridzon@key.com

Member NYSE/FINRA/SIPC _ John Barla: (216) 689- 3386 — iohn i barta@kev.corn

key investment points
April 29, 2014 Close: $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):

• 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.

• Results were above our $0.79 estimate and the $0.80 consensus view.

• 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- $1.71 per share.

1Q Highlights:

• Columbia Pipeline Group (formerly Gas Transmission and Storage) results improved (operating earnings of $158.9 million vs. $133.3 

million) on $19.7 million higher net revenues due to margin on growth 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.

• 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.

• 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.

• Corporate and Other operating losses fell $4.1 million vs. a $3.6 million loss.

• 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 production.

Initial Take: We expect a positive take on solid results, continued execution and incremental announcements.

9:00 a.m. ET Conference Call #: (877) 415- 3181 ID#: 69357454 

We will be focused on:

• Latest MLP thoughts.

• Thoughts on growth rate.

• Incremental infrastructure investment opportunities.

• 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 Inc. 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 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.

Three- Year Rating and Price Target History

Rating Disclosures

Distribution of Ratings/IB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

IB ServfPast 12 Mos. IB Serv/Past 12 MOS.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY] 247 44.91 51 20.65 BUY [BUY] 35 49.30 19 54.29

HOLD [HOLD] 292 53 09 59 20.21 HOLD [HOLD] 36 50.70 17 47.22

SELL [UND] 11 2 00 4 36 36 SELL [UNO] 0 000 0 0.00
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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 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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Stock Rating

Equal-weight

Industry View

Attractive

April 30, 2014

NiSource, Inc.
Growing Opportunity Set

Nl reported a modest EPS beat driven by a stronger 
top line, but reiterated 2014 EPS guidance of $1.61 - 
1.71 and long-term EPS growth of 5 - 7%. We 
maintain our E/w rating, but have raised our PT to 
$40, from $36 to account for increased MLP credit.

1Q14 results: Nt reported EPS of $0.82 vs. MS / 
Consensus 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 (5-10bn 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 
implies 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 Marcellus/Utica 
footprint, and improved project outlook (much of which is 
part of modernization programs). We expect this to 
drive 7.6% EPS growth in 2014e and 7.4% in 2015e 
(high end of guidance) with 4.2% div growth each year. 
However, shares have begun to price in the MLP (Nl 
shares +10% YTD vs. S&P500 +2%), 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 4 Co. Lie -Stephen J.MarescayCFA
Siephen.Maresca@rnorganstanley.com 

... +1212 761 8343

Robert S Kad
Rober1.Kad@rfiorganstanley.com 

+1 212 761 6385

Brian Lasky .
Brian.Lasky@rhorganstanley.cbm

Shaari Sheikh, CFA
Shaan.Sheikh@morganstahleyxom

Matthew Giacobbe
Matthew.Giacobbe@moroanstanlev.com

Key Ratios and Statistics

Reuters: NI.N Bloomberg: Nl US 

Diversified Natural Gas I United States of America

$40.00

$36.29 

$11,402 

$36.82-27.11

Price target

Shr price, close (Apr 29, 2014) 

Mkt cap. curr (mm)

52-Week Range

Fiscal Year ending 12/13 12/14e 12/15e 12/I6e

ModelWare EPS ($) 1.57 1.69 1.82 1.92

Prior ModelWare EPS {$} - 1.68 1.78 1.91

P/E 20.9 21.4 20.0 18.9

Consensus EPS {$)§ 1.55 1.67 1.79 1.93

Div yld {%) 3.0 2.8 3.0 3.1

Div per shr (S) 0.99 1.03 1.07 jm

EBITDA (Smm) 1.705 1.837 2,006 w
EV/EBITDA 11.4 11.6 11.2

Shrs out, diluted, avg (mm) 314 314 314 314

Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare 
framework (please see explanation later m this note).
§ = Consensus data is provided by Thomson Reuters Estimates 
c = Morgan Stanley Research esiimates

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. Investors 
should consider Morgan Stanley Research as only^ 
single factor in making their investment decision.
For analyst certification and other imports 
disclosures, refer to the Disclosure Section,' 
located at the end of this report.
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NiSource (Nl, Equal-weight)

Risk-Reward View: Strong Marcellus + Utica Midstream Potential

S45.00(‘24y.)

$30 00 (-17%)

Oct-14

Current Slock Puce

Source. Thomson Reuters. Morgan Stanley Research

Price target $40 Derived from our Sum of the Parts asset valuation assuming a

modest 5-10% discount.

Bull Case
$45

Increasing Marcellus/Utica market share and utilities 

outperform; more projects, MLR 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 opportunities with a steady recovery 

and execution in utility segments. Nl places Marcellus growth 
projects on budget and on time. Industrial electric generation 
deliveries continue to stabilize/slightly recover. Nl moves down 
creates an MLR in 3Q.

Bear Case
$30

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 to re-rate lower given weaker growth 

profile. Nl does not pursue an MLR.

Sum-of-the-Parts (SOTP) Breakdown
NiSource iric. Value {$m) S/Share

Gas Distribution $ 6,838 $ 21.76

Gas Transmission & Storage 15.508 49.36

Electric Utility 3.865 12.30

Utica Leases 350 1.11

Value $ 26,561 $ 84.54

Net Debt (13,058) (41.56)

Net Equity Value $• 13,503 T 42.98'
Shares Outstanding (in m)

Source: Morgan Stanley Research

314.2

Why Equal-weight?
• Restored earnings power at 

regulated utilities segments.

• Numerous midstream opportunities 

surrounding 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 MLR 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.g., infrastructure modernization 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 Catalysts
• MLR formation adds to value of Nl 

and offers further upside on projects 

and acquisitions.

• 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 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.

2
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Exhibit 1

Nl: Earnings Results and Preview
('amounts in 000s. except per unit)

Operating Revenues
Gas Distribution

Gas Transportation and Storage

Electric

Other

Total operating revenues

Operating Expenses 
Cost of Sales

Operation and maintenance 

Depreciation and amortization 

Other taxes

Total operating expenses

Equity Earnings (Loss) in Uncon. Affiliates

EBIT

EBITDA

Interest expense, net 

Other income

Total other income and expenses

Earnings From Cont. Oper. Bef. Inc. Taxes
Income tax (provision)

Net Income (Operating)
Average # of Shares Outstanding

Net Income per Share (Operating)
Net Income per Share (GAAP)

Segment Data
Gas Distribution (MMOth)
Residential 

Commercial 

Industrial 

Off System 

Other

Gas Transmission & Storage (MMDth) 
Columbia Transmission 

Columbia Gulf 

Crossroads Gas Pipeline 

Intrasegment eliminations

Electric Operations (Gigawatt Hours)
Residential

Commercial

Industrial

Wholesale

Other

Source: Company data, Morgan Stanley Research

Actual Actual Af A MS A/E MS
1Q13 1Q14 % chg 1Q14E % chg 2Q14E

691.500 1,193.300 33.9% 1,207.306 -1.2% 564,009

468.500 578,500 23.5% 338,564 70.9% 294,167

377.100 445,300 18.1% 392,396 13.5% 397.834

44.200 77,000 - -

1.781.300 2,294,100 28.8% 1.938.266 18.4% 1,256.011

675.900 1.061,300 57.0% 673.428 57,6% 364.894

454,400 501,200 10.3% 536.396 -6.6% 451,440

143,500 148,700 3.6% 151.206 -1.7% 147,840

86,700 83,600 •3.6% 97,700 -14.4% 70,644

1,360,500 1,794,800 31.9% 1,458,731 23.0% 1,034,818

7,100 9,800 38.0% 8.000 22.5% 9,849

427,900 509,100 19.0% 487,535 4.4% 231.041

571,400 657,600 15.1% 638,741 3.0% 378,881

(98,600) (109,100) 10.6% (105,858) 3.1% (109,100)

4.100 4,500 9.400 4,500

(94,500) (104,600) 10.7% (96.458) 8.4% (104,600)

333,400 404,500 21.3% 391,078 3.4% 126,441
118.100 146,100 23.7% 138.925 5.2% 41.621

215,300 258,400 20.0% 252,153 2.5% 84,821
312,100 314,200 0.7% 313.600 0.2% 314,200

$ 0.69 $ 0.82 S 0.80 $ 0.27
$ 0.69 $ 0.85 S 0.80 $ 0.27

132.0 156,5 18.6% 136.0 15.1% 35.8

75.3 90.1 19.7% 77.6 16.2% 27.8

133.3 136.8 2.6% 137.3 -0.4% 116.8

21.7 14.3 -34.1% 22.1 -35.4% 17.5

0.2 0.2 0.2

435.6 459.5 5.4% 461.9 -0.5% 206.4

190.2 184.9 -2.8% 201.6 -8.3% 169.8

5.0 5.7 14.0% 5.2 10.7% 3.4

(93.9) (61.6) -34.4% (122.1) -49.5% (101.8)

864.1 896.2 3.7% 890.0 0.7% 792.2

921.2 935.5 1.6% 939.6 -0.4% 961.5

2,319.6 2,607.1 12.4% 2,331.2 11.8% 2,267.6

61.3 311.8 408.6% 61.6 406.1% 497.2

33.2 33.4 0.6% 33.9 -1.4% 27.5

Nl confirmed 2014 EPS 

guidance of $1.61- 

$1.71
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Exhibit 2

Nl Income Statement 
Income Statement

MORGAN STANLEY RESEARCH

(amounts in thousands, except per unit data) 2013 2014E 2015E 2016E 2017E

Net Revenues

Gas Distribution 2.225,300 3,111,662 3,561,680 3,850.204 4.162,112

Gas Transportation and Storage 1,646.400 1,497.587 1,477.919 1,722,316 1,931,136

Electric 1,563.200 1.672,464 1,750.678 1,824,919 1,884,782

Other 224,400 77.000 - • -

Total Net Revenues 5,659,300 6,358,713 6,790,277 7,397,439 7,978,031

Operating Costs

Cost of Sales 1,815,500 2,337,795 2,343.771 2,557,942 2,715,698

Operation and maintenance 1.873.900 1,935,981 2.161.874 2,367.097 2,572,542

Depreciation and amortization 577,300 594,369 629,960 665,076 704,402

Other taxes 300,600 287.191 318.947 335,981 365.484

Total Operating Costs 4,567,300 5,155,336 5,454,552 5,926,096 6,358,126

Equity Earnings (Loss) in Uncon. Affiliates 35,900 39,495 40,491 41,513 42,560

EBIT 1,127,900 1,242,872 1,376,216 1,512,855 1,662,465

EBITDA 1,705,200 1,837,241 2,006,175 2,177,932 2,366,867

Other income

Interest expense, net (414,800) (440,903) (517,991) (605,868) (702.407)

Other income 42,600 18,000 18,000 18.000 18.000

Inc. from continuing operations bef inc. taxes 755,700 819,969 876,225 924,988 978,058

Income tax (provision) 261,800 287,699 304,797 321,773 340,415

Operating Net income (Loss) 493,900 532,270 571,428 603,215 637,643

Net Income per Share (Operating) $1.57 $1.69 $1.82 $1.92 $2.03

Net Income per Share (GAAP) $1.56 $1.72 $1.82 $1.92 $2.03

Weighted Avg Diluted Units Outstanding 313.600 314,200 314.200 314.200 314.200

Dividends per share
Source: Company daia, Morgan Stanley Research

0.99 1.03 1.07 1.12 1.16
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MORGAN STANLEY RESEARCH

Exhibit 3

Nl Operating Data
Operating Data

2013 2014E 2015E 2016E 2017E

GAS DISTRIBUTION

Sales and Transportation (MMDth):

Residential 272.3 301.0 289.7 298.4 307.3

Commercial 172.9 190.6 189.1 194.8 200.7

Industrial 494.5 508.8 524.1 539.8 556.0

Off System 70.4 60.6 61.8 63.0 64.3

Other 0.4 0.8 0.8 0.8 0.8

Total Sales and Transports 1.010.5 1.061.8 1,065.5 1,096.8 1,129.1

Weather Adjustment (3.4) (66.1) (4.0) (4.0) (4.0)

Sales and Transport Vols — Excluding Weather 1.007.1 995.7 1,061.5 1,092.8 1,125.1

y/y change 2.6% -1.1% 6.6% 3.0% 3.0%

Safes Price ($ / Pth) S3.03 $3.48 $3.36 $3.52 $3.70

y/y change 8.9% 14.6% -3.5% 5.0% 5.0%

COGS Price (S / Dth) SI.41 $1.79 $1.64 $1.76 $1.83

y/y change 18.1% 26.9% -8.4% 7.2% 3.9%

Gross Margin ($ / Dth) $1.62 $1.69 $1.72 $1.77 $1.87

y/y change 1.9% 3.9% 1.7% 2.9% 6.1%

COLUMBIA PIPELINE GROUP

Throughput (MMDth):

Columbia Transmission 1.124.6 1.182.7 1.241.9 1.297.8 1.362.6

Columbia Gulf 643.0 637.7 669.6 699.7 734.7

Crossroads Gas Pipeline 16.9 18.0 18.9 19.8 20.8

Total throughput 1,784.5 1,838.4 1,930.3 2,017.3 2.118.1

tntrasegment eliminations (239.4) (311.2) (328.6) (318.4) (351.2)

Total third-party throughput 1,545.1 1,527.2 1,601.7 1,698.9 1.767.0

y/y change ■2.4% -1.2% 4.9% 6.r% 4.0%

Tariff ($ / Dth) $0.50 $0.50 SO.53 $0.56 S0.57

y/y change 10.0% -0.2% 5.7% 5.0% 2.8%

ELECTRIC OPERATIONS

Sales (Gigawatt Hours):

Residential 3,444.7 3.554.2 3.660.8 3.770.7 3.846.1

Commercial 3,881.9 3,955.4 4.034.5 4.115.2 4,156.4

Industrial 9.339.7 9,662.3 9,855.5 10.052.7 10.153.2

Wholesale 669.7 923.2 941.7 960.5 979.8

Other 132.0 134.2 136.9 139.6 142.4

Total sales 17.468.0 18,229.4 18.629.5 19.038.7 19,277.8

Weather Adjustment (2.4) (70.0) - - -

Total sales volumes — Adj. for weather impacts 17,465.6 18,159.4 18,629.5 19.038.7 19,277.8

y/y change 3.6% 4.0% 2.6% 2.2% 1.3%

Revenue ($ / Gigawatt hour) $89.59 $92.12 $93.97 $95.85 $97.77

y/y change 0.5% 2.8% 2.0% 2.0% 2.0%

COGS {$ / Gigawatt hour) $31.07 $33.00 $32.44 $33.54 $34.34

y/y change 5.0% 6.2% -1.7% 3.4% 2.4%

Gross Margin ($ 1 Gigawatt hour) $58.53 $59.12 $61.53 $62.31 $63.43

y/y change -J.8% 1.0% 4.1% 1.3% 1.8%

Source: Company dale. Morgan Stanley Research
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{amounts in thousands, except per unit data) 2013 2014E 2015E 2016E 2017E

ASSETS
Cash and cash equivalents 26,800 87,187 132,889 83,273 259,008
Restricted cash 8,000 10,900 10,900 10,900 10,900
Accounts receivable 1,005,800 931.051 968,142 1,145,088 1.186,853
Income tax receivable 5,100 4,100 4,100 4.100 4,100
Gas inventory 354,600 57,738 60,744 198,985 117,321
Regulatory assets 142,800 159.100 159,100 159,100 159,100
Other 330,600 321,100 321,100 321,100 321,100
Total Current Assets 2,159,200 1,988,975 2,074,774 2,340,346 2,476,183

Net Property, Plant and Equipment 14,365,100 15,370,931 16,740,971 18.075,894 19,371.493

Unconsolidated affiliates 373,700 407,100 407,100 407,100 407.100
Other investments 204,000 203,100 203.100 203,100 203.100
Price risk management assets 500 •

Regulatory assets 1,522,200 1,494,900 1,494.900 1.494,900 1,494,900
Goodwill 3,666.200 3,666,200 3,666,200 3.666,200 3,666,200
Intangible assets 275,700 272,900 272.900 272,900 272,900
Deferred charges, Postretiremen, other 87.300 85,300 85,300 85,300 85,300
TOTAL ASSETS 22,653,900 23,489,406 24,945,245 26,545,740 27,977,176

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current portion of long-term debt 542,100 530,500 530,500 530,500 530,500
Short-term borrowings 698.700 859,275 859,275 859,275 859,275
Accounts payable 619.000 421,330 443,261 592,124 551,563
Dividends payable - 78,700 78,700 78.700 78,700
Customer deposits and credits 262,600 239,400 239,400 239,400 239,400
Taxes seemed 254.800 278.600 278,600 278,600 278,600
Interest accrued 136,400 75,300 75,300 75,300 75.300
Price risk management liabilities 1,400 -

Exchange gas payable 186,400 143,100 143,100 143,100 143,100
Deferred revenue 18,500 7,900 7.900 7,900 7,900
Regulatory liabilities 60.200 79,100 79.100 79,100 79,100
Acc liat> for post-retirement / -employment benefits 6,200 6,200 6,200 6,200 6,200
Other accruals 327,600 323,800 323,800 323,800 323,800
Total Current Liabilities 3,178,400 3,094,505 3,116,436 3.265,300 3,224,739

Long-term debt, excl amounls due within one year 7,593,200 8,238.500 9.438,500 10,638,500 11,838,500
Price risk management liabilities 300 - -

Deferred income taxes 3,277,800 3,392,300 3,392,300 3,392.300 3.392,300
Deferred inc. taxes, credits, other 129,900 142,000 142,000 142,000 142,000
Acc liability lor posl-retirementAemployment benefits 527,500 508,100 508,100 508,100 508.100
Regulatory liabilities and other removal costs 1,669,800 1.677,600 1,677.600 1.677,600 1,677,600
Asset retirement obligations 174,400 176,500 176,500 176,500 176,500
Other noncurrent liabilities 216,000 219,400 219,400 219,400 219,400
Total Other Liabilities and Deferred Credits 13,588,900 14,354,400 15,554,400 16,754,400 17,954,400

Common stock 3,200 3,200 3,200 3,200 3,200
Additional paid-in capital 4.690,100 4,715.600 4,715,600 4,715,600 4.715,600
Retained earnings 1,285,500 1,422,801 1,656,709 1,908,341 2,180,337
Treasury Stock (43,600) (42,500) (42,500) (42,500) (42,500)
Accumulated other comprehensive loss {48,600) (58,600) (58.600) (58,600) (58,600)
Total Common Stockholders' Equity 5.886.600 6,040.501 6,274,409 6.526.041 6,798,037

TOTAL CAPITALIZATION & LIABILITIES 22,653,900 23,489,406 24,945,245 26,545,740 27,977,176
Soutce. data. Motgan Stan'ey Reseaich
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Exhibit 5

Nl Cash Flow Statement

Cash Flow Statement
{amounts in thousands, except per unit data) 2013 2014E 2015E 2016E 2017E

Cash from Operating Activities

Net Income 532,100 540,070 571,428 603,215 637,643

Debt: Gain Early Extinguishment / Amort Disc.+Premium 9.400 - •
Depreciation and Amortization 577.300 594,369 629,960 665,076 704,402

Net Changes in Price Risk Mgmt A / L 2,600 800 -
Deferred: Inc. Tax/Credits: Revenues 280,200 150.700 - -
Stock Compensation Expense 50,700 13,900 - - -
Loss/(Gain) on Asset Sales / Impairments / Disc Opts (17.500) (15,700) - -
Income from Unconsolidated Affiliates (35.700) (9,600) - -
Disc. Operations: Loss/{Gain) on Disposition (41,200) 200 • -
AFUDC Equity (18,500) (4,000) - -
Dist. of Earnings Received from Equity Investee 32.100 7,600 - -
Other 10,000 - - - -
Changes in Assets and Liabilities: 55,300 (79.559) (18,166) (166,323) (663)

Net cash from operating activities 1,436,800 1,198,780 1,183,222 1,101,967 1,341,381

Cash from Investing Activities
Capital Expenditures (1.879.900) (1,545.200) (2,000.000) (2,000.000) (2,000,000)
Insurance Recoveries 6,400 - - -

Proceeds from Disposition of Assets 18,000 5,300 - -

Restricted Cash Deposits (Borrowings) 38,700 (2.900) -

Contributions to Equity Investments (125.400) (31,000) - -

Other Investing Activities 50.800 7,000 - - -

Net cash from investing activities (1,891,400) (1,566,800) (2,000,000) (2,000,000) (2,000,000)

Cash from Financing Activities
Issuance of Long-Term Debt 1,307,600 590,900 1,200.000 1,200.000 1,200.000
Retirement/Repurchase of Long-Term Debt (510.900) - -

Change in Short-Term Borrowings. Net (78,100) 160,575 -

Issuance of Common Stock 43,700 8,900 -

Acquisition of Treasury Stock (8,100) (10,000) -

Dividends Paid - Common Stock (305,900) (321,969) (337,520) (351,583) (365,646)
Other (3.200) - - -

Net cash from financing activities 445,100 428,406 862,480 848,417 834,354

Net change in cash (9.500) 60,387 45.702 (49,615) 175,735
Cash at beginning of period 36,300 26,800 87,187 132,889 83,273
Cash at end of period 26,800 87,187 132,889 83,273 259,008

Source: Company daia. Morgan Stanley Research
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Exhibit 6

Nl Sum of the Parts Valuation
NiSource, Inc.
Nl _____ __ _

iNiSource Inc. Value ($m) S/Share

Gas Distribution $ 6.839 S 21.76

Gas Transmission & Storage 15.508 49.36

Electric Utility 3,865 12.30

Utica Leases 350 1.11

Value $ 26,561 $ 84.54
Net Debt (13,056) (41.56)
jNet Equity Vatue 'ZTJsL 13,503 $ 42.98 ,
Shares Outstanding (in m) 314.2

[GASWSTRIBUTjON ' 7UI. , - " --
». J

Forward EBIT (2015E) $530

Interest $159

Tax Rate 35%

Net Income $242

Forward multiple 17.9x

Equity value $4,323
Debt 32,515

Enterprise value $6,638

|GAS TRANSMISSION & STORAGE (on a PV basis) i

MLP Drop-down Proceeds S8.973

MLR GP Valuation 4.100

MLP UP Value 2.436

Enterprise value $15,508

ELECTRIC UTIUTY
- .— - ---------i

Forward EBIT (2015E) $316

Interest S81

Tax Rate 35%

Net Income $154

Forward multiple 16.8x

Equity value $2,580
Debt S1.286

Enterprise value $3,865

Estimated Utica Value* Credit
Acres 175,000

$/acre 32,000

Enterprise value $350
Source: Company Data, Morgan Stanley Research
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Valuation Methodology & Risks

Assets in an MLR 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 + stock price appreciation). We find a statistically 

insignificant correlation between bond and MLP prices. Several 

periods of rate increases (1994, 1999, 2004) are correlated with 

poor performance, but there is little day-to-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 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 growth in 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 II), combined with 

approximately 1.5-2.0% 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, organ^ 
capital spending budgets and third party acquisitions will like^ 

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.

Investment 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 

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 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 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. It 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 (IDRs): 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).

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.g., 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 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 (RIC) or real estate 

investment trust (REIT).
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fUD ModelWare
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 earnings.

Disclosure Section
The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley S Co. LLC, and/or Morgan Stanley C.T.V.M. S.A., and/or 
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Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count

% of 

Total

% of% of Rating 

Count Total IBC Category

Overweight/Buy 1035 35% 354 38% 34%
Equal-weight/Hold 1286 43% 446 48% 35%
Not-Rated/Hold 99 3% 24 3% 24%
Underweight/Sell 539 18% 105 11% 19%

Total 2,959 929

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.

Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe 
on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the 
analyst's industry (or industry teams) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage 
universe, on a nsk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan 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 attractive vs the 
relevant broad market benchmark, as indicated below.
In-Line (I): 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): 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 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)
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NiSource, Inc. CNI.N) - As of 4/29/14 in USD

Stock Rating History! 4/l^'ll : E/Pl

Price Target History: 2/1/11 : 20; S/3/U : 21; S/2/11 ! 23; 10/28/11 : 2S; 4/18/12 : 26; 7/61/12 ! 28; 

2/19/13 : 29; 4/10/13 : 30; 10/31/13 : 32; 1/8/14 : 34; 2/18/14 : 36

Source: Morgan Stanley Research Date Format : MM/OO/YY Price Target —■ No Price Target ftssigned <NA>

Stock Price <Not Covered by Current Analyst > Stock Price <Covered by Current Analyst > ™

Stock and Industry Ratings ( abbreviations below) appear as ♦ Stock Rating/Industry View

Stock Ratings: Overweight <0) Equal-weight <E> Underweight <U) Not-Rated <NR) No Rating Available <NA>

Industry View: Attractive <A) In-line (I) Cautious <C] No Rating <NR>

Effective January 13/ 2014/ the stocks covered by Morgan Stanley Asia Pacific will be rated relative «o the analyst’s industry 

'or industry team’s) coverage.

Effective January 13/ 2014/ the industry view benchmarks for Morgan Stanley Asia Pacific arc as follows: 

index or MSCI sub-regional index or HSCI AC Asia Pacific c> Japan Index.
slevant MSCI country
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Certain, but not all. Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic 
means as a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at 
http://www.morganstaniey.com/matrix.
Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing and/or using 
Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use (http://www.morganstanley.com/terms.html). In addition you 
consent to Morgan Stanley processing your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy 
(http://www.morganstanley.com/privacy_pledge.html), including for the purposes of setting your preferences and to collect readership data so that we can deliver better and 
more personalized service 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://www.morganstanley.com/privacy_ptedge.html).
If 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.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and 
objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to 
seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, 
instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in 
some or all of them. Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any secunty/instrumenl or to participate in any particular 
trading strategy. The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, 
securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or 
other rights in securities/instruments transactions Past performance is not necessarily a guide to future performance. Estimates of future performance are based on
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assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's 
securitiesrinstruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based 
upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or 
revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists'or economists'compensation is not linked to investment banking or capital 
markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

The "Important US Regulatory Disclosures on Subject Companies" section in Morgan 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, Morgan Stanley may have an investment 
ofless than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley 
Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in secunties/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. Morgan Stanley makes every effort 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 information in Morgan Stanley 
Research change apart from when we intend to discontinue 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 personnel.

Morgan Stanley Research personnel may participate m 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 ot 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 secunties/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such information is for your 
reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment 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 secunties/instruments 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/instruments. MSTL may not 
execute transactions for clients in these securities/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 activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong 
Kong sales representatives.

Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research 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.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and. for Commodities related 
research reports only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents): in 
Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 
200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters 
arising from, or in connection with, Morgan Stanley Research); in Australia to "wholesale clients’ within the meaning of the Australian Corporations Act by Morgan Stanley 
Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale 
clients" and "retail clients* within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder 
of Australian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International pic, 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 Limited, which has approved 
of and takes responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management 
Limited, Niederlassung Deutschland, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsichl (BaFin); in Spain by Morgan Stanley. S.V.. S.A., a Morgan 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 the rules of conduct applicable to financial research as established under Spanish regulations: in the US by Morgan Stanley & Co. LLC, which accepts 
responsibility for its contents. Morgan Stanley & Co. International pic, authorized by the Prudential Regulatory Authority and regulated by the Financial Conduct Authority 
and the Prudential Regulatory Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes ot section 21 of the Financial Services 
and Markets Act 2000, research which has been prepared by any of its affiliates. Morgan Stanley Private Wealth Management Limited, authorized and regulated by the 
Financial Conduct Aulhority, also disseminates Morgan Stanley Research in the UK. Private UK investors should obtain the advice of their Morgan Stanley & Co. 
International pic or Morgan Stanley Private Wealth Management representative about the investments concerned. RMB Morgan Stanley (Proprietary) Limited is a member 
of the JSE Limiled and regulated by the Financial Services Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by Morgan 
Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limiled.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International pic (DIFC Branch), regulated by the Dubai Financial Services 
Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services to which this research relates will only 
be made available lo 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 & Co. International pic (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 Customers as defined bv 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 service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio 
management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing these 
comments and recommendations. These opinions may not tit lo your financial status, risk and return preferences. For this reason, to make an investment decision by relying 
solely to this information stated here may not bring about outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or 
representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global 
Industry Classification Standard (GlCS) 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 withoul the written 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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Tel: +1 (1)212761 4000 Tel:+44 (0) 20 7 425 8000 Tel:+81 (0)3 6836 5000 Tel: +852 2848 5200
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Industry Coverage:Diversified Natural Gas

Company (Ticker) Rating (as of)Price* (04/29/2014)

Stephen J. Maresca, CFA 

CenterPoint Energy. Inc (CNP.N) £(11/15/2011) $24.59

Cheniere Energy Inc. (LNG.A) O (01/07/2014) $55.95

MDU Resources Group. Inc. E (01/06/2011) $35.51

(MDU.N)

National Fuel Gas Co (NFG.N) E (01/10/2012) $73.06

NiSource, Inc. (NI.N) £(01/06/2011) $36.29

Oneok Inc. (OKE.N) O (07/25/2013) $62.8

QuestarCorp. (STR.N) £(02/11/2013) $23.41

SemGroup Corp (SEMG.N) 0(04/10/2013) $64.59

Spectra Energy Corp- (SE.N) £(01/08/2014) $39.57

Williams Companies, Inc (WMB.N) 0(11/10/2009) $42.2

Slock Ratings ate subject to change Please see latest research (or each company 
' Historical prices are not spM adjusted

©2014 Morgan Stanley
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NiSource Inc Nl ★ ★

Last Price Fair Value Consider Buy
36.29 ustt 30,00 usn 21.0Gusn

Consider Sell
40,50 DSD

Uncertainty
Medium

Economic Moot,M Moat Trend™ Stewardship
Narrow Stable Standard

Morningstar Credit Rating
GBB

Industry Group
Utilities • Regulated

NiSource Reports Strong First-Quarter Results Vital Statistics

rih,wins fisiunan. Ct*
Slock Analyst

cnailus.lisiiman@rnomingsiar.corii

3;2-696-6i»?3

Tne onmaiy analyst covcnnQ ihis ccopany 

iJ?ks noi own its stock.

Heseaicli as utSLl Apt 701 il 
[slimaies as ol 21 Mar 701A 
Pnciny data through 29 Apt ZOia 
Rating upcatod » ol 29 Apt TOM

Analyst Note 30 Apt 2014

NiSource reported 2014 first-quarter operating EPS of SO.82 

versus $0.69 in the same period last year. 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 likely increase 

our 2014 EPS estimate of $1.65 due to the very good first- 

quarter results. We are reaffirming our fair value estimate 

of $30 per share. Our narrow moat and stable moat trend 

rating are unchanged.

fuiM’m.yammmis expressed will) T me in 

U.S. ikiUms tUStU unless Qttewiso aencucd.

Contents

Anjlysi Non: 1

Mo'iuiiystji Analyst fuierasis 7

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, positivo comments were 

made about the probability of the Rayne/Leach Express 

pipelines in Louisiana moving forward before the end of the 

year.

Maikei Cap (USD Mil) 11,395

52-Week High (USD) 36 82

52-Week low lUShl ?7.11

52-Week Total Relum % 19.7

YTD loin) Reiuin % 11.9

Last Fiscal Year End 31 Dec 2013

5-Yi Forward Revenue CAGR % 6.8

5-Yr forward EPS CAGR% 6.9

Piice/Fair Value 1.21

Valuation Summary and Forecasts

flSCJl Yl’OI 2017 201 j /DM'iJ mm
Price/Earnings 17,(1 20.8 ?■/.!) 204

EV/EBITDA 9.9 11.2 70.5 99

EV/EBIf 15.2 17.0 75.9 14 6

Free Cash Flow Yield % -3.0 -4 4 -5 0 -4 6

Dividend Yield % 3.5 3.0 ?.9 3.0

Financial Summary and Forecasts IUSD Mill

lisculVear 2012 2013 TOMff/ wm

Revenue 5.061 5,657 6.123 6.524

Revenue YoY % -15.9 11.8 S2 66

EBir 1,039 1.126 1.269 1.388

EBIT YoY % 12.7 8.4 12 7 94

Net Income. Arijustetl 437 ■194 526 572

Net Income YoY % 12.4 13.D 65 68

Diluted EPS 1.4G 1.58 165 1 78

Diluted EPS YoY % /.9 8.3 4.6 61

Etee Cacti Mow 71 -379 ■157 -390

Free Cash Flow YoY % 339 3 -637.2 ■565 1480

Hisloiical/fcrscusl data sources .vc Mormngstai Isnnuius and may rellect adiusimufls.

Profile

NiSouice is one of ihe nation's latgesi natural gas distribution companies 
with 3.4 million customers in Indiana, Kentucky, Maryland. Massachusetts, 
Ohio. Pennsylvania, and Virginia. NiSouice also owns 15.000 miles ol 
nalural gas transmission pipeline, operates one ol the nation's largest 
underground natural gas storage systems, and provides unregulated 
midstream services in the growing Marcellus and Utica shale production 

area. NiSourue's electric utility generates, transmits, and distributes 

electricity in northern Indiana.

t Vw-rngnor ?014 All Hiyvs Pew<vf*3 Vutniftg'.rdr'j'j«ii Rail*?. prou'« t* M&mngsTjj Inc .w*io ij aw r«g'Ucrnfl w-if r* u S S«urit»c; an<j Com-ry-siari 3Nj:io"a(iy RecagFhrea Rj5iftquf^an*2drkcw: Pw 1 fi
:‘N •S,yi Dflr-.s uiWwSE C'y Cvd n ** i>'.c it a rcotr. Drily •a t*ie wiy* wtucfi us o«ia»r3J c»vi&u*® u Msrt C3J3 3«3fyS‘S a*n wr on: *.f»e»ri 3c ntfi cjnstkiuti* acvkc. ;rovi«C
•<ddy 'o' m*c<r4f w? W »*• o'lp tc i>< v,rl ^s^ru'.ry jwj a ® m «■*>/!idled 10 > w-tr, cored-ie » jeevote Ih* a»e a; o* cjic w* vtr »•<} ,v« wrinoui *,! ce E*c"pt as ctwfwtSP
1 ‘‘C ip’ eD K'O' ry.aU not w fc sprrs»yt i/ YC nc >•' v> dos canoes c' o’-Ar bsv-s tcvJi f fom o» »ei m ; is r* xof ? twi ca’a a* 3 y. *• c* c&tn w ' *>< ^ cor ^ fha eia f racn r o'

nwttro** 9 .sco .p a/i» (vraAf^rrr^t-tTMcon'^i Vott^vi# bo-d*'r.n cafl i36-;l(Xi n 'Ctoso caff** 1 >:?£.4 6W? Scf l.«i pjw *Of
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NiSource Inc Nl ★★

MOfllGSl'

Iasi Price FairValue Consider Buy Consider Sell Uncertainly Economic Moal,M Moat Trend™ Stewardship Morningstar Credit Rating Industry Group
36.29usu 30.00usn Pl.OOuSD 40.50USD Medium Narrow Stable Standard BBB Utilities • Regulated

Morningstar Analyst Forecasts

Financial Summary and Forecasts

Fiscal Ysar frds in UpxembRi forecast

ii-Ynsc 5-Yej'

Growth |% YqY) Hist CAGR 2D11 ?0i? 7017 7t)M ZOib Pm/ CAGR

Revenue -4.1 -6.3 -15.9 11.8 8.2 66 68

EBIT 6.8 •0.2 12.7 8.4 12.7 9.4 98

EBITDA 38 -4.0 9.6 6.4 9.9 93 8.9

Net Income 132 14.1 12.4 13.0 65 8.8 90

Diluted EPS 9.0 10.8 7.9 8.3 4.6 8.1 6.9

Earnings Before Interest, alter Ta* 4.4 10.4 4.1 -1.0 16.8 4.7 8.0

Free Cash Flow -237.7 -88.9 3393 -637.2 -585 1480 —

JYcor i Yen

Protiiabiluy llisl Avg ?G11 7017 7m;r zon ZOlb Pro, Avg

Operating Margin % 18.6 15.3 20.5 19.9 20.7 21.3 21.9

EBITDA Margin % 28.7 24.3 31.6 30.1 30.6 31.4 32.0

Net Margin % 7.9 6.5 B.6 8.7 8.6 88 9.1

Free Cash Flow Margin % ■1.7 0.3 1.4 -6.7 -2.5 ■60 ■2.9

ROIC % 7.3 7.6 7.5 6.9 7.4 7.2 7.2

Adjusted ROIC % W.O 10.6 10.2 9.1 9.7 92

Return on Assets % 1.9 1.5 2.0 2.4 2.2 2.2 ■

Return on Eouitv % 77 6.0 7.9 9.3 8.8 9.2

J-Ytat 5 Yen

leveiayu Hiil Avg 7011 2012 2013 yuu ZOti ftiy Aiy

Debt/Capital 060 0.61 0.59 O.GO 0.61 0 63 0.62

Total IMit/EBIlDA 6.23 5.4b 5.06 61!) 5.21 5 26 5. W

EBITDA/Interest Expense 3.94 3.88 3.83 4.11 4 03 .199 4.07

Valuation Summary and Forecasts
7017 7013 TUUif) WHfi

Pnce/loir Value 1.00 1.22 — —

Price/Earnings 17.0 20.8 22.0 20 4

EV/EBITDA 9.9 11.2 108 99

EV/EBIT 157 17.0 15 9 14 6

free Cosh Flow Yield % -3.0 -4 4 ■5 0 ■4 6

Dividend Yield “L 3.5 30 79 30

Key Valuation Drivers

Cost ol Lquitv 7= 10.0

Pre-la* Cosi ol Debt % b.O

Weighted Average Cost of Caoiial % 6.7

Long-Run Ta* Rate % 35 0

Stage IIEBI Growth Rate % 7 0

Stage Hlnvesiment Rate % 87.5

Pei petuity Year 15

AcMnunjI tiiiirr^ws and sccnDnas available toi Jowntoad ai hop //seleti moinirgsia^ccm

Discounted Cash Flow Valuation

USD Mil
him Value 

(%l
Pei S'lare 

Value

Present Value Stage 1 -816 •4.5 -2.55

Present Value Stage II 1.359 7.5 4.25

Present Value Stage III 17.611 97.0 55.12

Tolal Firm Value 18.155 100.0 56.82

Cash and Equivalents 70 _ 0.22

Debt -8,834 — •27.65

Prelerred Stock — — —

lliher Adjustments 35 — 0.11

Equity Value 9.425 — 29.50

Projected Diluted Shares 320

Fair Value per Share IUSDI —

Ihc daia in me lable atwv: muruscni base* case m ihe fompanv's repoamg
cui tercy as of (he beginning o' ihe cu<fp.ru yeat. Our U»i vatuv osiifnaic may ditJei liom die 
eqcitv v^lue per st>ve shown above (Jue to ou' Ttme value ol niorey ad|ustrr«ni and in cases 
v/here crobab liTYweightod sccnarto anaH*sis is rerfoirred.

C«oriingsiir2tl^ AH h'BhuHfliervftd Momifigswr'S foiling* K fo'4cjich*s D'OCjceC and oHo'iW fty Morning gtoMnc. which n not tpg.r.retW wilhme IJ S SecjNnMahflfPtf^iiQeCwnfnisvOhas * hai«x-aUv HKicgnuetl S:aLt:s'Ca( Koi-ng (JioanjMtmn 
;,N-SQC*I UnSess v:tiervMi? picmdfd in a sepaiate agiecT^nt. yoy m^y y^e |h s rw>" cnly in ihf iooniiy rnwh»ch its D"3ifial CiSinDutor is Cased Thr inlyrmanon, data d'olysa andDDmo'i! orwemefl hore«r oo no: ctintuiuie invusr: em advit aifc ywricd 
sJtTr Id* in'cv'gTiftr.al pi/rnosesiinflingipiorf n^i a* yt» iy fci/y o< s'.'ll a security -nj a'p net warrant'd To t* conscccomplfie or accw^ir; opin r^rs s*orJts-d trf as v‘ :ho dale winter, and ait? sutJjrtl u> ifij'i'jc withoul notice jj cihprwiin
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Last Price Fair Value Consider Buy
36.29u$n 30.00uso 21.00uso

Consider Sell
40.50 usr

Uncertainty Economic Moat™ Moat Trend™ Stewardship
Medium Nairow Stable Standard

Morningstar Credit Rating
BBB

Industry Group
Utilities - Regulated

Morningstar Analyst Forecasts

Income Statement (USD Mil)

fiscal Yeai Frols in Duremnei _______ Forecast

MW 'All? 7013 2014 70!5
Revenue 6.019 5.061 5,657 6,123 6.524

Cost of Goods Sold 2.556 1.542 1.816 2,023 2.W9
Gross Profit 3.463 3,520 3.842 4.W 4,415

Selling. General & Administrative Lxpenses 1.723 1.663 1.874 1076 2.111
Other Operating (xpense (Income) 295 288 301 297 307
Other Operating Expense (Income) -15 •32 -36 -45 ■49
Depreciation & Amortization (it reported separately) 538 5G2 5/7 603 658
Operating Income (ex charges) 922 1.039 1.126 1,269 1,388

Restructuring & Other Cash Charges 17 -4 -18 _ _
Impairment Charges (it reported separately) - — — — —

Other Non-Cash (Iricomel/Charges _ _ _ _ _
Operating Income (ind charges) 905 1,043 1.143 1,269 1,388

Interest Expense 377 418 415 465 513

Interest Income -61 2 24 5 5
Pre-Tax Income 467 626 753 809 880

Income Tax Expense 163 216 26? 283 308

Other After-Tax Cash Gams (losses) -5 6 G _ _
Other After-fax Non-Cash Gams (losses) — — 35 — —

(Minority Interesl) — — - — —

(Preferred Dividends) — — — - —

Net Income 299 416 532 526 572

Weighted Average Diluted Shares Outstanding 289 300 314 319 321
Diluted Earnings Per Share 1.03 1.39 1.70 1.65 1.78

Adjusted Net Income 389 437 494 526 572
Diluted Earnings Per Share (Adjusted) 1.35 1.46 1.58 1.65 1.78

Dividends Per Commun Share 0.92 0.94 0.96 102 1.06

EBITDA 1.443 1,605 1,721 1.872 2,046

Adjusted EBITDA 1,460 1,601 1,703 1,872 2.046

X' Wo"'ing'ilaJ?flU AN Rigfn Mo^ngvtar'^ '.»wtit Aji-ng* & Rcsea^c^ 'i O'tfSucft! aufuMarcd fcr Moiftingiiai. Int. .winch is noi tu^vafei)wH ihr u S Secuni'sj and Cuf^nijsiun r» a Na'n^aNy Hpfogni/ed 3*j:isi>cal Rating 1 nl fi

i * NM 5* 1 ‘ * I Ihle n othetwi ^ p i ovi tf t'01 f a s^sa rate ee~vAt. you fftay use t* s r^.w: ooly i" c ou nr^ > n wfti c h ti s c* i ji 11* i tiut»'s b isca t h»» 1111 otmoNtr. d at a n gift es d^j »p' ti on*, or*'* fiteo n-tc > n cc not c up -j *t u re i tMoy r? m ,i jre (Jov-Jtd
lively iQf nftxnaticnal oii'tHnt'S AftO ivrcio'e i-t not ar cMn 10 Cos oi Wl esr-wf'ty ***3 it nyr w.y j anted uj< mpcci cor^cie o< a«ir*ii4 the cd'H-w tip'*w?a »s cr ’hp dr? wirren aw? arc sjop'C1 (o not a E*ccp» es oirn-rw'?*
rjgMtsj ry law. Vcrtupgs'Df wnji r*of he ‘^spcnsiMe to' rraO1^ ceosois of h’Rpt losses rskHrihgtruh. w rented i;> re iftOTBr-tn a* a a‘.ay#-, a or"‘XfT? of rhC'» rte inicrmj’iC'ft copcj'nctffc'd^ -x i,wpfc<»p37riwf*, oi
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MDlINGSfft

Last Price Fair Value Consider Buy Consider Set! Uncertainty Economic MoatrM MoatTrend’M Stewardship Morningstar Credit Rating Industry Group
36.29usd 30.00uso 21.00usd 40.50USD Medium Narrow Slable Standard BBB Utilities - Regulated

Morningstar Analyst Forecasts

Balance Sheet lUSDMil)

Fiscal Year tnds m Dercmbef _____ forecasi
2011 ?012 7013 70U 2015

Cash and Equivalents 172 83 35 193 168

Investments — — - — —

Accounts Receivable 855 907 1,006 1.090 1.162

Inventory 566 496 500 554 5/8

Deferred Tax Assets (Current) — — — - -

Other Short Term Assets 655 666 618 750 750

Current Assets 2,248 2,352 2.159 ZS94 2658

Net Property Plant, and Cquipmenl 11,HOD 12.916 14.365 i:.im 17.250

Goodwill 3.577 3.677 3.G66 3. MG 3.666

Older Intangibles 238 287 276 2/6 276

Deferred Tax Assets llong-Term) — — — — —

Other Long-Term Operating Assets 2,685 2.613 2.188 2.561 2.689

Long-Term Non-Operating Assets — — — — —
Total Assets 20,708 21,845 22,654 24.940 26.548

Accounts Payable 435 539 619 690 m
Short-Term Debt 1.687 1.284 1,241 1.250

Deferred Tax Liabilities (Current) — — — — —

Other Short-Term Liabilities 1,525 1.479 1.319 l.!M 1.500

Current Liabilities 3.646 3,302 3,178 3.440 3.469

Long-Term Debt R.267 G.819 7.593 6.500 9.500

Deterred lax Lrabililiex llong-Term) 2.542 2.953 3.2/8 3.632 3.963

Other Long-Term Operating Liabilities 3.256 3,216 2.718 3.252 3.236

Long-Term Non-Operating Liabilities — — — — —

Total Liabilities 15,711 16,290 16,767 18.823 20.169

Preferred Stock _ _ _ _ —

Common Stock 3 3 3 3 3

Additional Paid-in Capital 4.168 4.598 4.690 4.225 4.760

Retained Earnings (Deficit) 917 1.060 1,286 1.486 1.717

(Treasury Stock) -31 -41 -49 -49 ■49

Other Equity -60 •GG -44 -49 ■54

Shareholder's Equity 4,397 5,554 5.887 6,117 6.379

Minoriiy Interest — — - — —

Total Equity 4.997 5,554 5,887 6.117 6.379

£ Mvamgsw^ ?Q14 Alt 019115 AeservM Momingnit's C/eiJii Raimgs & R«ea<cn 1 procuc« ar,o oHeted bvMomifnj>Mr inc. •% 101 tegiiifto w H im u 5 Skjhw arm bcionjo Co^mssao* as a Naiicma'iy rtttoflr.»;po ira*tii'C3i Hd^a
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Last Price Fair Value Consider Buy
36.29usd 30.00USO 21.00uso

Consider Sell Uncertainty
40.50 usn Medium

Economic Moat™ Moat Trend™ Stewardship Morningstar Credit Rating Industry Croup
Narrow Stable Standard BBS Utilities - Regulated

Morningstar Analyst Forecasts

Cash Flow [USD Mil)

Fiscal Year Ends m Dfiremtier foiecasi
7011 7012 7013 ’OH 701b

Net Income 299 416 532 W6 572

Depreciation 538 562 5/7 603 658
Amortization — — — — —

Stock-Based Compensation 39 45 51 49 53
Impairment ot Goodwill — — — — —

Impairment ot Other Intangibles — — — — —

Deterred Taxes 178 305 28? 354 332
Other Non-Cash Adjustments 217 25 -65 — -

(Increase) Decrease in Accounts Receivable 220 •51 -95 ■05 ■72
(Increase) Decrease in Inventory -1-12 67 -9 ■54 ■24
Change in Other Short-Term Assets -274 -157 81 -132 —

Increase (Decrease) in Accounts Payable -155 57 60 71 29
Change in Other Short-lerm Liabilities — — — 181 —

Cash From Operations 920 U64 1,427 1514 1.549

(Capital Expenditures) -1,125 -1,499 -1.880 ■2.001 -2.074
Net (Acquisitions), Asset Sales, and Disposals 9 26 18 — —

Net Sales (Purchases) ot Investments — — — — _

Other Investing Cash flows •34 51 -148 160 -143

Cash From Investing -1.149 -1.422 -2.010 -1.92} -2.216

Common Stock Issuance (or Repurchase! 21 374 36 35 35
Common Stock (Dividends) -258 •2/3 -306 ■326 -341
Short-Tnim Debt Issuance (or Retirement) -23 •58? •78 9 —

Long-Term Debt Issuance (or Retirement) 541 G5G 794 907 1.000
Other Financing Cash Hows — — — ■49 S3
Cash From Financing 281 175 445 576 642

Exchange Rotes, Discontinued Ops, etc. (net) -50 8 129 -5 ■5
Net Change in Cash 2 25 -10 164 -31
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Jefferies

NiSource Inc. (no

Pricing-In Perfection: Initiate at Hold

HOLD
Price target $34.00 

Price $35.72

Key Takeaway

Nl has a prime midstream footprint in one of the nation's most productive 
basins with access to markets from the Gulf Coast to New England. It 
compliments this with a gas distribution presence across the Midwest and 
Mid-Atlantic and an electric utility in northern Indiana. Nl offers a secure, 
regulated, long-term growth profile, but shares are largely reflective of future 
prospects at current levels. We are initiating with a Hold & S34 price target.

Premium midstream footprint. Nl's midstream segment, Columbia Pipeline Croup 

(CPC), owns and operates several major pipeline systems that traverse the Northeast 

production basins and serve 16 different states. CPC also owns and operates the Columbia 

Culf Transmission system, a 3,400 mile pipeline that connects Marcellus and Utica 

production to markets on the Culf Coast. CPC has announced -$1,6B in ongoing or planned 

growth projects through 2017, which we believe will help NiSource generate growing 

returns over the next several years.

Modernization Programs. Nl has a large and unique opportunity across its regulated 

businesses to pursue various pipeline modernization & infrastructure replacement 

programs. Nl has a -$300mm/yr modernization program at CPC, a -$500mm/yr 

replacement program at its gas LDCs, and a 7-year, $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 for an Nl 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 currently ascribed to midstream MLP assets.

Valuation/Risks
Our $34 Nl price target is derived via a combination of Discounted Cash Flow (DCF), Sum- 

of-the-Parts (SOTP), and target yield approaches. Deviations in our assumptions regarding 

rate case outcomes, interest rates, and capital costs could alter our cash flow assumptions. 

Similarly, project execution and regulatory treatment could impact our outlook.

USD Pcev. 2013A Prev. 2014E Prev. 2015E Prev. 2016E

Cons. EPS - 1.68 1.78 1.91

DPS 0.98 1.02 1.07 1.13

EBITDA (MM) - 1,729.4 - 1,866-3 - 2,085.4 -- 2,229.3

EPS

Mar 

|un 

Sep 

Dec 

FY Dec

0.69

0.23

0.!6

0.46

1.54

0.71

0.23

0.17

0.55

1.67 1.88

Financial Summary

Net Debt (MM): $8,807.2

Net Debt/Capital: 59.9%

Dividend Yield: 2.8%

Market Data

52 Week Range:

Total Entprs. Value (MM): 

Market Cap. (MM):

Shares Out. (MM):

Float (MM):

Avg. Daily Vol.:

$36.82 $27.11 

$20,051.9 

$11,244.7 

314.8 

311.4 

2,071,929

Christopher Sighinolfi, CFA *

Equity Analyst 

(212) 707-6420 C5ighino@'je(feries.com 

Christopher Tillett * 
Equity Associate 

(212) 284-4697 ctillett@iefferie5.com 

Corey Goldman ‘ 
Equity Associate 

(212) 284-3411 cgoldmal@iefferies.com 

* |efferies LLC

Price Performance

APR-13 AUG-13 NOV-13 MAR-14

(efferies does add seeks to do business with companies covered in its research teporls. As a result, investors should be aware that Jefferies may have a conflict 
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. 
Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 17 to 22 of ihis report.
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NiSource, Inc. (Nl)

Hold: $34 Price Target

Scenarios

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; projects are delivered 

on time and on budget

■ High potential for midstream MLR creation, 

though economics not part of formal 

model

■ 2015 EPS: $1.88; 2Q15 dividend:

$0.26/share; Target Price $34

Long Term Analysis

Historical Dividend Yield

Upside Scenario

Midstream growth projects come online 

ahead of schedule, under budget, and 

with above-forecast initial utilization rates, 

booting return characteristics 

Population growth in LDC service 

territories trends above our forecasts 

More favorable regulatory outcomes

Extreme winter (cold) and summer (hot) 

weather patterns create conditions for 

added cash flow generation 

2015 EPS: $1.95; 2Q15 dividend: 

$0.27/share; Target Price: $38

Long Term Financial Model Drivers 

LT Earnings CACR 7.0%
5-Year Dividend CACR 5.5%
Earnings Payout Ratio -55-60%

Terminal Cash Flow Growth Rate 2.0%

Source: FactSet, Jefferies estimates
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Downside Scenario

Expansion projects presently in execution 

incur cost overruns & implementation 

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: $1.75; 2Q15 dividend: 

$0.25/share; Target Price: $28

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 -$100mm in 

initial annual EBITDA, with later growth 

coming from dropdowns, modernization 

programs, and organic expansion 

projects.

Peer Croup

2Q15 Dividend Yield

■ Ml u St iSKL bSIK a'JCl 

Source: FactSet, Jefferies estimates

Croup EV / 2014E EBITDA

■ Ml • St astit a STU auOl

Source: FactSet, Jefferies estimates

Recommendation / Price Target 
Ticker Rec. PT

Nl Hold $34
SE Hold 135

SRE NC NC

STR Hold $24

UCI Hold $43

Catalysts

Announcement of formation of an MLP

Project in-service announcements and the 

repopulation of expansion growth backlog

Periodic regulatory decisions; extension of 

midstream modernization programs to 10+ 

years

Dividend raises (we anticipate increases in 

paid dividends will occur in 3Q each year)

pjge 2 of 22

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 lor 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, IN. fl

Christopher Slghinolfi, CFA, Equity Analyst, (212) 707-6420, csighino@jeHeries.com

Please see important disclosure inlormation on pages 17 - 22 of this report. Jefferies
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April 2, 2014

Executive Summary
We are initiating coverage of NiSource, Inc. (Nl) with a Hold rating and a S34 

price target. Nl has a prime midstream footprint in one of the nation's most 

productive basins with access to markets from the Culf Coast to New England. 

It compliments this with gas distribution operations across the Midwest and 

Mid-Atlantic and an electric LDC in northern Indiana. NiSource is in the 

beginning stages of large infrastructure modernization programs across its 

businesses, which we believe will continue to spur growth for years to come, 

however we feel these opportunities are well understood and priced-in at 

current levels. Our investment thesis includes these key points:

Premium midstream footprint. NiSource’s midstream segment, Columbia Pipeline 

Croup (CPC), owns and operates several major pipeline systems that traverse the 

Northeast production basins and serve 16 states and the District of Columbia. CPC also 

owns and operates the Columbia Culf Transmission system, a 3,400 mile pipeline that 

connects Marcellus and Utica production to markets on the Culf Coast. Nl has announced 

-$1.6B 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 modernization programs. NiSource has a large and unique 

opportunity across its regulated businesses in the form of various pipeline modernization 

and infrastructure replacement programs. In January 2013, NiSource and FERC agreed to 

a 5-year settlement on a $300mm/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 -$500mm/yr, while NTs electric utility has a 7- 

year, $1 .IB modernization program. 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.

MLP potential already reflected in share price. 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 MI.P 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 CAGRs of -7.0% 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, project execution and regulatory 

treatment could impact our outlook.

page 3 of 22 Christopher Sighlnolfl, CFA. Equity Analyst, (212) 707-6420, csighino@jefferics.Corr'

Please important disclosure information on pages 1 7 - 22 of this report. Jefferies
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Chart 1: FI 4E EBIT Composition

Source: Jefferies estimates

Exhibit 2: CPC

Source: NiSource

page 4 ot 22

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 Gas 

Distribution, and NiSource Electric Operations. The company’s headquarters are in 

Merrillville, IN.

Exhibit 1: NiSource Organizational Structure

Source: Nl, Jefferies

Segment Overview
Columbia Pipeline Group
The Columbia Pipeline Croup (CPC) 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. CPC's three principal 

subsidiaries (Columbia Gas Transmission, Columbia Gulf System, and Crossroads 

Pipeline) own and operate interstate pipelines across the eastern seaboard from Texas to 

New York.

Columbia Gas Transmission moves an average of 3 Bcf/d of natural gas through 12,000 
miles of pipelines and 92 compressor stations in 10 states. ^

Christopher Sighinolfi, CFA, Equity Analyst, (212) 707-6420, csighino@jefferies.com

Please see important disclosure inlormation on pages 1 7 - 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 11 compressor stations. Columbia Gulf is connected to nearly every major 

pipeline system on the Gulf 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, Gulf Coast, Permian Basin and Canada.

The company also participates in a number of storage and transmission JVs across the 

Marcellus. Hardy Storage Company is a joint venture between CPG and Piedmont Natural 

Gas with a working storage capacity of 12 Bcf in West Virginia. Millennium Pipeline, a 

venture with National Grid 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 5-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 2013. During the 4Q13 earnings call, management noted that 

recovery on 2013 spending will begin on Feb. 1, 2014 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 201 3, 

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 S370mm, $185mm of which will be paid by 

Nisource.

Cameron Access - Once completed, Cameron Access will connect NiSource’s Columbia 

Gulf pipeline to Sempra's Cameron LNG terminal on the Gulf Coast. This facility received 

DOE approval for LNG 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 CPG has 

already entered into binding precedent agreements for this project.

West Side Expansion — The West Side Expansion project is a -$200mm investment 

expected to bring an additional 500MMcf/d of capacity on NiSource’s Columbia Gas 

Transmission system to transport Marcellus gas to markets on the Gulf Coast. The 

anticipated full in-service date on this project is 4Q'14.
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"We continue to indicate to you and 

others to expect a decision circa third 

quarter of 2014.'’

East Side Expansion — The East Side Expansion project is a -$275mm investment 

provide an additional -315MMcf/d of capacity on NiSource’s Columbia Gas Transmission 

system to move northern Marcellus supplies to Northeast and Mid-Atlantic markets. 

Management expects this project 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 Gas (Leach) and Columbia Gulf (Rayne) 

systems, and are expected to provide a combined 1.8 Bd/d 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 project 

resulted in capacity oversold by -3x-4x. Rayne-Leach, along with the West Side 

Expansion, will ultimately render the Columbia Gulf pipeline bidirectional, and given the 

-125-mile greenfield expansion necessary to complete the project, we’re anticipating an 

early-2018 completion and in-service date for the expanded capacity.

Valuation

We calculate a -$6.5B enterprise value for the Columbia Pipeline Group based on an 

11 .Ox multiple on our 2015 EBITDA estimate of $589mm. We base our multiple off the 

16.8x EV/EBUDA average of ACMP, MWE, and SEP then apply a -35% statutory corporate 

tax rate to arrive at -11 .Ox.

What About a NiSource MLP?
NiSource management has been fairly public about their need for a $400-5500 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. 
the 4Q13 earnings call, when an analyst asked about the potential for an MLP at Nl^ 

pipeline business, CEO Bob Skaggs responded:

"VJe still consider the MLP vehicle to be very viable for NiSource. It's a viable 

approach, a viable option. We continue to closely study it, closely work the 

consideration among the management team, but also the board ... We continue to 

indicate to you and others to expect a decision circa third quarter of 2014. And I’d 

just make the observation, not coincidentally that’s about 9 months to 12 months 

in advance of when we believe we’ll need equity or an equity alternative 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.

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 aggregates! 

~$30/share. We think this implies the 

market is already attributing an MLP 

to the stock today.

• Valuation & 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 EV/2015e 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 NTs 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 -530/share. 

We think this implies the market is already attributing an MLP to the stock today.

■ External Financing, Internal Control - We assume that, were NiSource to 

form an MLP, they would retain the General Partner (GP) interest in the 

partnership. Since it is the 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^
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Exhibit 3: Nl MLR Valuation
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third party. For more information on the structure and economics of MLPs, 

please see our Trends With Benefits MLP Primer.

■ Growth — 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, $300rrtm/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.

■ Retain Upside Economics — as the pipeline assets grow and perform, and 

MLP distributions rise through the GP Incentive Distribution Rights (IDR) 

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. In our analysis, we assume GP cash flows can grow as fast as -200%/yr 

from 2016-2018.

■ 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 Gulf System (the others being Spectra's Texas Eastern Pipeline, 

Williams’ Ttansco Pipeline, and Kinder Morgan’s Tennessee Pipeline). With a 

direct link to Gulf Coast demand and export facilities and relatively few 

inexpensive alternatives, the Columbia Gulf System is in a position to benefit 

substantially from growing northeast production.

How Might a NiSource 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 (oreseeably 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 CPG 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. H is our belief that Nl would only need to drop -15% of the 

total CPG 201 SE EBITDA into the MLP while retaining -70% 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 (NGD) 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 Gas of Pennsylvania, Columbia Gas of Virginia, and NIPSCO (Northern Indiana 

Public Service Co.). NIPSCO is an Indiana utility and provides both natural gas and
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Exhibit 5: NiSource Cas 

Distribution
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Source: Nl reports

electricity distribution services to the northern part of the state. NiSource's G 

Distribution segment is collectively one of the largest distributors in the United States with 

'3.3 million customers across seven states. As of the end of 2013, 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 -20% of sales.

Modernization Programs & Rate Cases

NGD has a remarkable platform for sustainable earnings growth through its varied 

infrastructure replacement programs across its seven jurisdictions.

■ Kentucky (~$200mm 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 -10.5%.

• Maryland (-$60mm rate base) - Columbia Gas 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 9.6%.

• Massachusetts (-SSOOmm 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 just 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 wji 

be effective as of 1Q'14. ^

• Ohio (-S1.4B rate base) — Columbia Gas of Ohio has a long term 

infrastructure replacement program of $150-1200 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 Gas of Ohio's authorized 

ROE is 10.4%.

• Pennsylvania (~$900mm rate base) - Columbia Gas of Pennsylvania has a 

long term infrastructure replacement program of $100-5150 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 July of 2013 with a forward-twelve-month test year. We estimate Columbia 

Gas of Pennsylvania's allowed ROE to be -11.25%.

■ Indiana (-$725inm 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 ~$100mm/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 -10.2%.

Valuation

We calculate a ~$6.6B value for NGD 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

Exhibit 5: NiSource Cas 
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territory, large infrastructure modernization programs, and generally favorable regulatory 

climates.

NiSource Electric Operations
The NiSource Electric Operations segment houses the electricity business of NIPSCO and 

serves 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 GWh volumes. Industrial customers comprise <1% of the customer base, 

but are responsible for 55% of volumes. Commercial customers represent 12% of total 

customers but 20% of total usage. Wholesale users comprise the remainder of both the 

customer base and transportation 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, S1.1B 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 earn a -12% return on this program.

System Upgrades Si Transmission Projects

NIPSCO is also undertaking several upgrade projects on its electric plants, including 3 flue 

gas desulfurization (FCD) facilities for $250mm each (one was completed at the end of 

201 3) and other environmental upgrades for S50-$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 present a -51B 

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 

$400-5500mm, on which the company is authorized to earn up to -12%.

Valuation

We calculate a -54.8B value for Electric Operations by ascribing an 8.5x multiple to 2015 

estimated EBITDA of 5566mm. We calculate the average LDC EV/EBITDA multiple at 8.5x 

and have ascribed this value to NTs 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 NTs myriad infrastructure modernization programs and pipeline growth 

projects. We expect that management’s talk of possibly forming an MI.P has also helped 

to generate valuation uplift for the company.
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Chart 2: TTM Nl Performance vs. Peer Index and S&P 500

25.0%-------

Diversified Non-Producer Index Nl S&P 500

Source: Factset
Note: Peer index includes: ATO, CNF, GAS, N|R, NWN, PNY, SJI, SIR, SWX, UGI, WGL

Following its -25% run over the last year, Nl shares now trade with a dividend yield and 

forward two-year P/E ratio (based on consensus F14 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.

Chart 3: 3-Year Nl Dividend Yield

5.5%
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Chart 4: 3-Year Nl FY2 PE Ratio
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Source: Factset Source: Factset

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 Group's pile of MLP-eligible assets has generated significant 

interest from investors seeking to play the formation of a potential yield vehicle.

NTs regulated modernization 

programs are attractive features for 

investors seeking steady, growing, 

and low-risk returns.

Though the creation of an MLR could add to NiSource's overall enterprise value, we note 

that the size and universality of NTs 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’^
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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 FY2 P/E Multiple vs. Peers
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Source: Factset

Valuation Analysis
Our $34 Nl price target is derived via a combination of Sum-of-the-Parts (SOTP), 

Discounted Cash Flow (DCF), and target yield 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.

Exhibit 7: Valuation Assumptions
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Risk Free Rate 3.75%
Beta 0.55
Equity RiskPremium 5.0%
Cost of Equity 6.5%
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WACC 5.4%
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Risk Free Rate 4.75%

Adjusted Beta 0.70

Equity Risk Piemtum 5.0%

Terminal Cost of Equity 8.25%

Terminal Cost of New Debt 6.5%

Terminal WACC 6.5%

Terminal Cash Flow Growth Rale 20%

Terminal Dividend Growth Rate 4.0%

rCapital Structure^
Current Stock Price J3S72

Tout Debt 16.834

MirtetCap SU,216

Debt/Cap 44.19k

Equity/Cap 55.9%

Target yield 3.0%

Source: Bloomberg, Factset, Jefferies 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
um-of-th«-P»rti yalajtibnrsj^&ti^V^'

g2015£ EBtTP'Ag g Multiple ^Implied EVj

Gas D^inbulion 
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Corporale if Other
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$589 11 00. $6,478

$566 8.50. $4,811

$16 5.00« $81

Enterprise Value $1 7.97S

(Net Debt) ($8,807)

(Pension & Operating lease Obligations) ($756)

Plus Inventory $375

implied Market Cap $9,288

Shares Outstarulinq 314.8

1 mol;«d,12-Month Price Teraetl&s^1 $29.50 |

Source: Jefferies estimates

Note: We ascribe a 0.25x premium to the gas utility peer group multiple given the large service 

territory, modernization programs, and generally favorable regulatory climate. The multiple ascribed
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to CPC 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.

Exhibit 9: DCF Valuation Analysis
I Discounted Cath flot

IBIt *1.2 71.0 *1.580.6 *1,673.0 *1,84 3.9

(Cash Tax** c«' E8fT) (*65.6) (*109.4) (11 34.4) (*1 75 7) (*2 30.5)
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Df<A S.V2.V2 *62/ 0 *648.7 *663.9 *706.3

(Cape.) (*2,000.0) (*2.000.0) (*2.000.0) (*2.000.0) (*1,2.31..3)

(Changes in NWC) (*0.9) (*2.8) (*0.0) *1.3 *0 6

Free Cd*h flow lo the Fiirm (*198.2) (*26.7) *95.0 SI 62.6 S1.089 0

I,-!....... V.ilue
c *24,801.5 1

l»V ot Cash Flows
I (4188.1)

(*24.1) S81.2 *131.9 *19.945 1 |

Implied Enterprise Value *19.9460

(Net Debt) (*8.807)

(Pension It Upvraiiny Lease Obligations) (*256)

rills Inventory *37S

Implied Equity Value *1 1,258

Shares OulsMndinq *314.8

437,10 |

Source: Jefferies estimates
Note: Wc assume 75% 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 equa 

to estimated depreciation plus - $500mm in modernization programs.

Exhibit 10: Target Yield Analysis
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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 NI to lift its dividend once before year-end 

2014 (in May) to a rate of $0.26/quarter, resulting in an annualized run rate of 

$1.04/share. Over the last four years (a period which avoids the '08-'09 market trough), 

NI carried an average dividend yield of 4.2%. Given the recent emphasis on 

modernization programs that generate regulated returns, we have capitalized the 1Q15 

dividend rate at 3% in our target yield analysis. The outcome implies a $35 share price.

Dividend Discount Model
We do not formally incorporate a DDM into our valuation approach but feature 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.

Exhibit 11: PPM Valuation Analysis

Earnings Per Share *1.67 *1.86 *1.97 *2.0? *2.21

Dividend per Share *1.02 *1.07 *1.13 *1.20 *1.78
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PV of Dividends | *0.96 *0.94 *0.94 *0.93 *2 3.80
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Source: Jefferies estimates
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Management Biographies
■ Bob Skaggs, President & Chief Executive Officer. Mr. Skaggs has been serving 

as President of NiSource, Inc. since October 2004 and as CEO since July of 2005. 

Prior to his current roles, Mr. Skaggs served as Executive Vice 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 Gas Association's Board of Directors and is a member of the 

American Bar Association.

• Steve Smith, Executive Vice President and 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 2003 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 B.S. in Petroleum Engineering from the Colorado School of 

Mines.

■ Glen Kettering, Senior Vice President, Corporate Affairs. Mr. Kettering is 

Senior Vice President for Corporate Affairs at NiSource, Inc. and has held the 

position since March 2006. Kettering joined the legal team at Columbia Gas 

Transmission in 1979 and has served in a variety of roles since, including 

President of Columbia Gas Transmission and Columbia Gulf Transmission. 

Kettering holds a B.B.A. and a J.D. from West Virginia University.

■ Joseph Hamrock, Executive Vice President & Group 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 2012 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.

■ Jim Stanley, Executive Vice President & Group CEO. Mr. Stanley is an Executive 

Vice President and the CEO of NIPSCO. Mr. Stanley joined NiSource alter 

holding several senior positions with Duke Energy’s U.S. 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.

paye 1 3 ol 22 Christopher Sighinolfi, CFA, Equity Analyst, (212) 707-6420, csighino@jeffefies.com
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C»niollda'«tf tncom*
WW!

16.671.6 1S.01/.9 13,791 7 11.700 2 11.030 1 1961.9 11.399 7 15.099 9 11,781.3 11.202 4 11.083.0 15.659 1 15.955.6 16,456.1 16.798 6

3i*r»>171

■R3GSB

?§"fM18E

(Con of (1S.«J2 <) (12.803 4) (12.1/9,2) (17.314 1) (1633 0> (12 36 4) (1229 3) (1426 3) (11.125 2) (1675 9) ($344 j) (1243 2) (1547.1) ($1,815 5) ($1,914 9) (11.999 2) (12.078 01 ($2,162.7) (12.23! 1)

Net Revenue 11,241.2 11.341,8 1M10 7 13,4ft1 6 11,067.2 $001.7 1732.6 197V2 53,574.7 11.105 4 1853 1 $039 8 11,0*5.6 $3,843 0 $4,040.7 14.456.9 $4,720 7 $4,910 8 $5,317.9

(Oj>prating k Mamtenarup Eapens?*) (11.460 9) (11.607.6J (11.6S1 7) (11.6KH 1) (1406 7) (1393.3) (M22 4) (1452 0) (51,674 6) (1414 4) ($452.3) (1468.9) ($49fi J) (11.873 9) (11.9182) (12.090 8)
($2.201.9)| ($2,276.6)

(12.444.5)

(Deprecation k Amorh/atton) (1SC.2 2) (1189 4) (1596 5) (1S4 2 8) (1146 1) (1148 0) (112S.«) (1143 9) (5163 9) (1143 5) (11434) (H44.5) (1145 9) (1177.3) (1595 2) (16270) ($648./)! (1663 9)' (1706 3)

(0<hci Ta.es) tl)07.S) 11281 6) (1284 4) (1291 1) (186 6) (166b) (162 2) 1172 4) (1287.8) (186 7) (570 7) (164.3) (178.9) (1)00 6) (1320 5) (1349.9) ($368 2) (1385 4) (1413.7)

(Caen on Sate of Assets) 100 10 0 100 100 100 100 10.0 $00 $00 10 0 100 100 10.0 $00 $0.0 10 0 loo 1O0 son

OPfffATfNC INCOMS BV DIVISION

Civ Distribution %\27.i 1)29.1 IM2 9 $4)8 / 1246.5 $54 6 1155 $133 6 $450 2 $233 3 $51.H ($0.5) 11642 1448.8 1499 0 $530 8 1577.0 1615.6 1654 8

Columbia Pipeline n?6? $406 & 1377 2 1)604 11386 $91 6 138.6 $126 6 $397.0 $133 3 $88.8 $87 6 1113 1 1422.8 1460 2 $588.9 1654.1 ! 1688 3 1789 7

Itectfic Operationv
S220 2 '

1162 J 1218.3 sm i 148 5 1S9 8 i;?.; $51.6 $237.6 $64 9 $586 $<0 5 191.3 1265 3 1297.7 $316 3 ! 1337.5 1357.6 1338.2

Corporate & Eliminations ((6 3) ($21.1) (121.2) (142.2) 11.9 ($3.9) tit.9) ($1.1) ($5 0) ($3 6) ($4.5) ($5 0) 14.1 (19 0) (18 2) ($9 2) (19 3) (19 8) (H02)

Totftt Recurring Opentln9 Income S90S.6 1B61.2 1902.1 5952 0 141S.S 1202.1 1130.1 S312.9 $1,060.6 $427.9 $194.7 1172.6 1332.7 11,127.9 11,248.7 11,436.8 | $1,119.1 $1,651.7 $1,622 6

Other Income / (tosv) 109 (!' 6) 538 (17.1) 11 0 12 8 12 2 (13 6) 12 4 14 1 113.3 14.2 12.1 124 2 122.3 121.5 121.3 121.3 | $2M

Interesl Expense • Net (1175 J) (I3«9 2) (1192 2) (1376 8) (11013) (1103.2) (1107.9) (1103.9) (1418 3) (198 6) (1102.0) (1103 /) (11105) (1414 8) ($4672) (1521 2) (1567.9) (1626.2) ($689.1)

PrrtA* Income
HIT 2 '

1462 4 11119 1167.9 53132 $101.7 1244 1205 4 1664.7 1333 4 1106.0 173.6 1224.3 1737.3 1803 8 1937 2 11.012.7 11.016 9 $1,154.8

(Provfiion)/flenefit tor Income la*ev (119/.1) (1191.1) (1190 0) (1201 0) (1118 1) (134 (,) (18.4) (169 4) (12 30.5) (11180) (133 1) (1234) (180.2) (1254.7) (1277.0) (1328 0) (1359 3) (1376.9) ($415 7)

fffKNVe Tat fljtt 17.116 4i.;% 37.096 11.566 35.596 34CT6 34 296 33.8«6. 14.796 35.496 31.396 31.796 35.?9e 34.‘66 34 596 35.0% i 35.5% 36.0% 16 0%

Nel Income (from Continuing Operations) 13319

OTTflWK

1271.J 132 3.9 1366 1 1215 1 167.1 116 0 $136.0' 1414.2 12114 $72.9 $50.2 1144.1 1482.6 1526.8 1609 2
| $653.2

i 1670.0 $739 0

Average « of diluted ftsares oidslan«j)>*g 2/S S 27S8 2fl0 1 208 5 291 1 295 B 300 0 311.3

MaBUt

3004 312.1 313 2 3na

ISmhIISb

314 8 3136

fffCTlHT/?

315 7 323 2 ; 331 0 332.5 334 1

Average * of basic thaeet oulvtanding 2/40 275 1 2770 2004 282.V 284.4 290 3 309.9 291.9 311.1 312 2 3128 311.4 312 4 $14.3 321.0 3296 .| 331.1 332.7

Dividends per Share $0.92 10.92 10.92 10.92 10230 10230 $0 240 10240 $0.94 10.240 10.240 10 250 10250 $0.98 $1.02 11.07 $1.1$:j $1.20 $1.26

P«vuut RhIio 76% 94% S0% 71% 31% 101% 449% 5596 65% 3596 103% 15696 55% *4% 81% $7% 57%; 60% | 58%

GAAP Revenue $8.87(i 4 16.126.3 $5.026 8 15.797 5 S 1,661 3 $1,044 0 $969 1 $1,392.9 $5,067.3 $1,782.5 $1,201 6 SI.076 8 $1,596 7 15,6576

CAAP Operating Lipense ($2,330 7) (12.571.9) (12.539 6) (12.565 2) (1618 2) (1608 9) (1611.3) (166/.8) (12.526 2) ($685 0) ($607 0) ($679 0) (1723.1) (12,754.9)

Asset Sale Adjustment (176) (115.7) (11 9) (1170) 11 6 $1 4 $0 7 (10.1) 11.6 $0.2 10.2 111.3 17.3 1190

GAAP(Jperahng Margin 13.244 0 11,320.9 $<,417.6 $3 40J 4 $1,028 $ 1807.6 1739 8 1066 4 13.542.1 11,1066 1852.3 183.(6 $1,049.6 13.842.1

tguily Earnings from UnconseJidaleii Affiliates 112.3 116.0 114.9 1146 17 7 18 5 $00 180 132.2 17.1 18 0 $10 5 110 i 135 9

Caap Op Income 1905 7 178! 3 1906 1 1827 1 $399 4 1208 6 1137.2 1306.5 11.051.7 1478 1 1193 5 $1764 1(44.1 11.142.1

fax IffecO U Other Adjusting Items $2) 0 115.2 147 8 136 3 io o (12.6) (12 6) 12 4 (12.8) (10 1) 10 5 (10.3) 10 2 $0 3

CAAP Net Income 1355 0 1206 6 $7 78 8 12/7.5 $1 79 0 S71.0 $20 5 11320 1402 5 1215.5 $72 2 153 7 $155 7 1497.1

CAAP Basic (P5 from Continuing Ops $1 30 SO 75 $1 01 $0.99 $0 63 $0.25 1007 10.43 $1.30 SO 69 $0 2 3 SO 17 $0 50 11.59

Source: Nl reports, Jefferies estimates

Christopher Sighinolfi, CFA, Equity Analyst, (212) 707-6420, csighino@jcIipnes.comsighino@jc^nes.com

JefWiesimportant disclosure information on pages 17 - 22 of this report.
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Exhibit 13: Nl Consolidated Balance Sheet (SMM)
|cfn;olldi»«<lB«l^ceih;t»'(SMM)|g,^g^|)^20Ml^~2<W»li^20'lbi^ri01l'^^MUi^^iQ*g^j7Q^?^aq'^^^q|.^Z0>i^flQt-^j^VQ^1g|^3Qf^^r^jEl^20l4t|!g^2bl5t[^2016tlgiy20i7ti^20^t;

CMh (* equivalerm ^mn ^■D MB 36 101 45 27 ^■na 23 ^■za 28 28 29 62 04

Arcoimts ri'ceivahlc 1,143 «09 \.Q’9 855 907 1,070 717 591 1,006 1,006 1.131 769 *26 1,077 1,077 1,150 1.207 1.260 1.M8

Inventory 7\ 1 457 428 566 496 241 420 595 5CU 500 751 449 636 534 534 548 56* 593 617

O^vet assets I.S37 V42 ‘HZ &1& •n\ 527 S4S 626 626 626 626 *26 626 626 626 626 626

Total currant aiiats j,an 2,224 2,449 2,248 2.352 2,012 1,706 1,746 2,159 2.159 2,055 1,867 1,915 2,266 2,266 2,353 2,441 2,540 2,656

TonglM* flxad atteu 10,388 10,684 11,097 11,800 12,916 13.119 11,474 11,912 14.165 14,365 14,608 14,909 15,293 15,770 15,770 17,143 18,494 19,630 21.124

Goodwill 1.677 3.667 3.677 3,677 3,677 3,666 3,666 3.666 3.666 3,666 3,666 3,666 J.666 3,666 3.666 3,666 3,666 3,666 3.666

Ollier inlangitile fixed assets 34 J 330 4 76 460 381 378 J69 367 36 i 363 363 363 j<i3 363 363 161 363 Sfc!

Investment in aHiliates 251 295 201 205 243 261 279 378 374 374 391 406 451 504 50-1 634 7fci4 895 1.02 5

Olrter irvofiTirnh i,9ri* 2.0*) 2,018 2,118 2.275 2,1 XI 2.124 2,065 1,727 1,727 1,727 1,727 1.777 1,727 1,?27 1.72? 1.727 1727 1.727 !

Non*Current Attett 6.233 6,344 6,293 6.660 6,576 6,4&6 6,440 6,426 6,150 6,130 6,147 6,162 6,207 6,260 6,260 6,390 6.520 6.651 6.781 |

Total attett 20,032 | 19,272 | 19,939 | 20,708 21,845 21,636 21,622 22,084 22,654 22,654 22,788 22,9)9 25,415 24,295 24,295 25,666 ; 27,475 29,021 30,561 |

Trade payable* and other $T liabildie* 2.951 2.3H 2,213 1,960 2,018 1 1,734 V620 1.644 1.938 1.938 1,841 1,7.36 1.767 2.0A2 2.042 2,125 2,203 2,281
1 2.395

Short tenn <Jcl3t 1/.13 800 1.417 1,687 : 1,284 1,221 44* 1.362 1,741 1,241 1.73? 1.2 71 1,310 1,389 1.380 1,458 1.585 1 1.707 1,817

Total currant liabilities 4,583 3,111 3,649 3,646 3,302 2,974 2,066 3.006 3,178 1,178 1,078 3,007 3.097 5,431 3.431 3,583 3,788 3,989 4,212 !
|

Long tenn debi
1 5.9-14

5.988 5,936 6,267 6,819 6,§04 7,617 7.089 7,593 7,593 7.560 7.764 8.176 MfU 8.485 8,907 9,683 10,431 ii.ico j

Debt deemed provisions <e y. per»'oru)
j 1.165 ■

1.288 1,17s 1.100 1,268 1.237 1,1§? 1.179 702 702 702 707 707 702 702 1 702 702 702
702 !

Deferred ia»es (Revenue)
| 1.679 1

2.130 2,317 7,650 1,067 3,092 3.17ft 3.750 3.408 3.4C8 3,509 3,539 3,562 5.645 1,645 3,002
| 4.176

4,44 J 4.714

OU«er long teim liabilities 1.713 1,892 1,939 7,048 1.840 1,643 1,869 1,860 1.886 1,886 1.894 1.880 1,889 1.890 1,890 1,884
| 1.884

1,880 1.878

Total llabllltlaa 15,303 14,418 15,016 15,711 ' 16.290 15,946 1$,9t9 16,183 16,767 16,767 16.743 16,892 17,375 16,155 18,153 18,978 20,232 21,444 22,606

Cnmmon cijuily 4.729 4,854 4,923 4,997 5,554 5,691 .5,70 l 5.701 5,887 5,887 6,015 6,048 6.0(7 6,1 4 j 6,143 6,908 7.244 7,576 7.9.5$

Preferred etjuity 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Mmonlv interests 0 0 0 0 0 0 0 0
0 1 0 | 0 0 0 0 0 0 0 i o 0

Sharahotdars’ Iquity 4,729 4.854 ; 4,923 4,997 5,554 < 5,691 5,703 5.701 5.887 5,887 6.045 6,048 6,037 6,143 6,143 6,908 7.244 7,576 7.955

Total liabilities and equity I 20.032 1 19,272 ' 19,939 20,708 21,845 21,636 21,622 22,084 22,654 22,654 22,788 22,939 23,413 24.295 24,295 1 25,886 27,475 29,021 30.561 i
Ol»<i ' 00 no 0.0 0 0 00 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00 00 0.0

r 0 0
0.0 00 |

B;iJ«?JhVi«^«'5Sp«o-n,'^f.g»3Si£^^^S200«. S72aO*j|iffiF2O10!lJ&-:2011! -^aoMlj^ipSSHfjolBr t3P4Ol'^»0»i«^EniQr3?W2OESS^JQr7arar4QE 3%i20i4C!9i3l/20Y5E ^2OUsi*F*0l/« © Z018E

Accounts receivable (as H ol Ebl^) 126% 94% 119% 90% 84% 248% 544% 233% 300% 87% 249% 345% 314% 273% 85% 79% 76% 75% 73%

Inventory (as % of operating <•■$>«0**5} 49«» 28% 26% 34% 30% 53% 91% 127% 100% 27% 54% 96% 120% 109% 28% 26% 26% 26% 25%

Trade paye&le * other S.T, liobil’lici (4' % ol opg. t<p 1 202% 144% 135% 116% 120% 186% 358% 351% 389% 103% 395% 369% 359% 417% 106% 102% 100% 100% 98%

Working Capital 4J96 (104.1) 2070 2770 29b 176.5 43.5 87.0 194.8 195 167.5 107.8 121.6 19$ 7 196 198 198 197 107

Change* m Wmlmg Capital (499.0) 685.8 (419.8) (262.2) (30.1) (48 1) 169 6 (43.0) (23 2) 55.3 27.3 59.7 113.8) (74.1) (0.9) (2.8) (0.0) 1.3 0.6

Averaqp Collection Period 4? 48 68 54 63 54 w 50 58 65 ss 55 50 59 66 65 65 65 65

Inventory [Jays 46 59 66 89 119 32 109 222 83 101 32 110 225 85 102 100 100 100 100

Averane Payable Period 192 301 343 306 484 2 54 422 622 326 «® 235 425 625 325 389 388 388 385 388

Cash 21 16 9 12 36 101 4 5 15 27 27 25 2 3 24 28 28 29 60 62 64 |

Total Debt 7.577 6,787 7.(53 7,9$4 8,103 8.024 8.065 8.451 8.8M A.834 8,797 9.0 i4 9,4 $5 9,874 9.874 10,364 11,268 12.1 38 12,91 7 j

-ToUiWttDifa>lglBWa^^I^Wjffia^l9f^y:5K^6;77tH^y;M4,;T|y7^2?^«,O«7,^?^«?i^S;a>ltt^M3ft^K.B07i^s;«C7^^772S»gg;6i!g^g>12g!i|[9,846?TM».W*M»SlO.a».!!>:in;20SM^^
Preferred Securities 0 0 0 0 0 0 0 0 0 0 0 0 0 1 0

Shareholders’ Fourty 4,729 4,854 4.023 4.997 , 3,554 5,601 5,703 5,701 5,887 5.887 1 6.04 5 6.048 6,037 6,14 3 | 6,1 4 3
1 6,908 1 7,244 7.576

N«iDtM/a^u>§gss^^i^SgO^®}Br«t:s'*^«>»;as^y»M*i:4H^9;a%i^56j%wisa:^ms9>^^?ig:9HiMsq;9%-^w:2%iW59:8w^6i:o%mfrt:6%t^«ir6Hiigs»:wfiiar«-7>^6i-4%tBretra->ii’|
• r:f!| -5% 3% 3% .4% 1% 1 »H • 3% 1% 1% 1%

15,469 ' 15,989 15,989 17,243 18,452 - 19,653 ' 20.607

* 0,4% U% 3% 4% 4% 3% 4%
* 0.9% 2.81* . 9% 9% 99* 9% 9%

349 1 .544 ' 1,866

ms
2,085Mis ■ 2,229 2;33? . ” 21550

gt«d opiul

IA

12,28$

2,7%

;,m
*;474

11,625

2.3%

5.6%

1.451

12.267

2,6%
,6.6%
t.502

12.940

2&%
7.396

l,«gfi

13.621

3.29*

7,89*

1.647

13.614 

r, 1.696 

• *•** 

576

13.723 14,137 14,694

0.5K . 0.49* 1.09*
1.396 05H.: 2AH

351. * 322-' 481 ■

14,694

- J*
896

1.729!

14.817.

1.596,

3.796

6031

Source: Nl reports, Jefferies estimates
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Please see important disclosure information on pages 17 - 22 of this report. Jefferies



Nl

Initiating Coverage

April 2, 2014

Exhibit 14: Ni Consolidated Statement of Cash Flows (SMM)

GAS-ROR-010
Attachment H

80 of 114

SBBOSBSBH

Coniolidatcd S(jt«m<nt of C«ih Flowl fSMMl ' & 20l0 Bvjibl <*52012. 'iSf 20' :#20EMsamft aarcis 2016E A,’?<>»« ■,?(?2om

Operating

Net income 79 218 292 299 416 261 72 48 152 532 22* 73 55 175 527 609 653 670 739

Depreciation, amortization f* decommissioning 567 589 596 538 562 144 143 145 146 577 149 M8 149 149 595 62 7 649 664 706

Deleried Uxpi 132 383 200 178 305 117 51 32 88 287 101 50 22 83 237 258 273 267 i 271

Net change in working capital «99) 686 (420) (262) (30) (48) 170 (4 3) (2 3) 55 27 60 (14) (74) (1) (3) (0) 1 t

Other, including changes in provisions and other liabilities 660 (22*) 51 117 2 3 (23) 10 3 (5) (15) 8 (15) 9 1 4 (6) (1) (3) ; (2)

C»«h from operating actlvltlet 960 1,651 720 870 1,276 449 445 184 358 1,437 509 297 222 334 1,362 1,486 1,574 1,599 1 1,715

Investing ectlvllles

Capital expenditure - tangible h*ed assets (970) (777) (804) (1.125) (1.499) (369) (432) (496) (583) (1.880) (392) (449) (533) (626) (2,000) (2.000) (2,0CC) (2.000) (2,000)

Investment in affiliates 0 0 0 0 (201 (17) (16) (44) (48) (125) (17) (16) (44) (53) (130) (130) (130) (130) (130)

Net disposals/(acquisitiom) (282) 6 1 <5 26 1 0 1 ? 0 18 0 0 0 0 0 0 0 0 0

Other investment (2 38) 117 (140) (34) 68 140 (24) (10) (9) 96 0 0 0 0 0 0 0 0 0

Cash from Inventing activities (1.490) (655) (943) (1,149) (1,425) (246) (472) (533) (640) (1,891) (409) (465) (577) (679) (2,130) (2,130) (2.U0) (2,130) auo)

financing activities

lnc./(dec ) m ihon term debt 103 (1.061) 1,280 (23) (582) 354 (754) 443 (122) (78) (3) 33 59 59 148 69 127 122 110

lnc./{0ec.) in long term debt 665 290 (728) 603 660 (42 7) 791 (54) 487 797 (33) 204 362 360 892 421 777 748 669

Inc./(dec.) m equity 24 13 24 374 17 7 12 8 44 13 8 16 12 50 SCO 55 60 63

Common stocfc dividends paid (252) (253) (256) (258) (273) (75) (75) (78) (78) (306) (78) (79) (82) (82) (321) (344) (372) (397) (426)

Other cash from financing 0 0 (93) (65) (3) (0) (0) (3) (0) (11) 0 0 0 0 0 0 0 0 0

Inc./{dec.) in pieftered equity 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Cash from financing activities 516 (1,000) 216 281 175 (138) (30) 320 294 445 (102) 166 356 349 770 646 586 533 418

Cashflow •neroase/fdeerrase) m cash (!«> (4) (?) 2 25 65 (57) (30) 12 (9) (2) (2) 1 4 1 1 >0 2 3

Non-cash movements rn cash 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Fore* Adjustments 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Piya&fTT Ii£5S SI ferns msem msmm
Cash at tha beginning of the year 35 21 16 9 ii 36 101 44 15 36 27 25 23 24 27 20 29 60 62

Cash at the end of tha year 21 Id 9 IT 101 44 15 27 27 25 23 24 28 2S 29 60 62 64

Cash paid for income taxes 61 34 69 9 e 3 3 3 (0) 0 17 5 4 14 40 70 86 110 144

Cash Interest paid, net of amount capitalized 376 383 393 369 387 162 43 155 27 387 168 34 164 45 431 471 497 539 581

Accounting Free Cash Flow (CFO-CAPEX-Dividend) (263) 620 (339) (513) (497) 5 (62) (390) (303) (749) 39 (231) (392) (374) (959) (859) (798) (798) (710)

Free Cash Flow (NkD&A-WC-CAPU-DIV) (27) (910) 249 (284) (764) 8 (462) (338) (340) (1132) (125) (367) (397) (309) (1198) (1105) (1070) (1065) (981)

Source: Nl reports, Jefferies estimates

22
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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, 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, IN.

Analyst Certification

I, 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.

I, Christopher Tillett, 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.

I, Corey Goldman, 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.

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 analyst's judgement.

Meanings of Jefferies Ratings

Buy - Describes slocks 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 15% or minus 10% within a 12-monlh period. 
Underpcfform - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) ol 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 slock price consistently below $10, the expected total return (price appreciation plus yield) is minus 20% within a 12- 
month period.
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. 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 slocks 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

Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total 
return over the next 12 months. The price targets are based on several methodologies, which may include, but are 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 EV/EBITDA, premium (discounl)/average group P/E, sum of the parts, net asset value, dividend returns, 
and return on equity (ROE) over the next 12 months.

lefferiet Franchise Picks
Jefferies Franchise Picks include stock selections from among the best slock ideas from our equity analysis 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 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 slock has met its desired return, if it is no longer rated Buy and/or if it underperforms the S&tP 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 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. If 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. (KMI: $32.88, HOLD)
• Spectra Energy Corp. (SE: $37.69, HOLD)
• UGI Corporation {UGI: $45.35, HOLD)

Rating and Price Target History.for:.NiS6urce'lric. (NI)’as of 04t01-2014 • ^ -
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Rating and Price Target History for UGI Corporation^UGI) as of.04f01-2014
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Distribution of Ratings

Rating
IB Serv./Past 12 Mos. 

Count Percent” Count Percent

BUY 892 49.15% 227 25.45%
HOLD 771 42.48% 136 17.64%
UNDERPERFORM 152 8.37% 5 3.29%
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Other Important Disclosures

Jefferies Equity Research refers to research reports produced by analysis employed by one of the following Jefferies Group LLC ("Jefferies") group 

companies:

United States: Jefferies LLC which is an SEC registered firm and a member of F1NRA,

United Kingdom: Jetfehes 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: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located 
at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

Singapore: Jefferies 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 6551 3950.

Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member 
of the Japan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, 1-5-1 Yuraku-cho, Chiyoda-ku, Tokyo 100-0006; telephone +813 5251 
6100; facsimile+813 5251 6101.

India: Jefferies India Private Limited, which is licensed by the Securities and Exchange Board of India as a Merchant Banker (INM000011443) and a 
Stock Broker with Bombay Slock Exchange Limited (INB01149103 3) and National Stock Exchange of India Limited (INB231491037) in the Capital Market 
Segment; located at 42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East) Mumbai 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, 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 ol Regulation 5 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 lSa-6, under the US Securities Exchange Act of 
1934. Transactions by or on behalf of any US person may only be effected through Jefferies LLC. In the United Kingdom and European Economic 
Area this report is issued and/or approved for distribution by Jefferies 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. Jefferies 
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 Jefferies 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). If there are any matters arising from, or in connection 
with this material, please contact Jefferies 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 Jefferies (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 (Taiwan), this report should not be distributed. The research in relation to 
this report is conducted outside the PRC. This report docs 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 International Limited and is directed solely at wholesale clients within the meaning ol 
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 Act. Jefferies International Limited is authorised and regulated by the Financial Conduct Authority 
under the laws of the United Kingdom, which differ from Australian laws. Jefferies 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 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 preparer’s 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 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 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. Nonel 

of Jefferies, any of its affiliates or its research analysts has any authority whatsoever to make any representations or warranty on behalf of the issuer(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 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 parly 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 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.

Jefferies 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 
Jefferies. Neither Jefferies nor any officer nor employee of Jefferies accepts any liability whatsoever for any direct, indirect or consequential damages 
or losses arising from any use of this report or its contents.
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NEUTRAL*
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Adjust Qtrly EPS Ahead of 1Q '14 Release.
Hold "ME-'ieE EPS F'cast Overall. Still Neutral.

O Call this a Maintenance Note: We are raising our Gas Distribution segment 
estimate by approx. $36mm, to $262mm while trimming our estimate for Gas 
Transmission and Storage by about $6mm, to $162mm. Overall EPS moves 
higher in IQ, by $0.06/share to $0.79, Our estimate for 4Q EPS drops by 
$0.05/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 for 2015 and 2016 as well while otherwise holding our outlook 
going forward. We have held our dividend outlook at approximately 4% 
growth.

■ Earnings Release and Call 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.

“ 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 EB1TDA multiple on 
the assets that qualify for MLP treatment (11.5% of 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 12%, supportive of a neutral rating on the 
shares.

Share price performance Financial and valuation metrics

Year 12/13A 12/14E 12/15E 12/16E
37 EPS (CS adj.) (USS) 1.57 1.68 1.78 1.87

Prev.EPS (USS) — — 1.77 —

3? P/E (x) 22.8 21.2 20.1 19.0
P/E rei. (%) 133.1 134.2 141.3 148.4

77 ,----- ------------ ----------------- Revenue (USS m) 5,657.3 5,963.5 6,503.1 6.946.5
Apr. 13 JnM3 Oci 13 Jjn-U EBITDA (USS m) 1.720.7 1,898.6 2.088.3 2.272.0

Induced SAP bOU INDEX OCFPS (USS) 4.58 4.69 4 95 4.03

On 04/21/74 the S&P SIX'INDEX closed at 1871 89 P/OCF (x) 7.2 7.6 7.2 8.9
EV/E8ITDA (current) 11.7 10.6 9.6 8.8
Net debt (USSm) 8,807 9,756 10,112 10.763
ROIC (%> 5.07 5.27 5.41 5.42

Quarterly EPS Q1 Q2 Q3 Q4 Number of shares (m) 314.76 1C (current, USS m) 14.693.80
2013A 0.69 0.23 0.18 0.47 BV/share (Next Qtr., USS) 19.6 EV/IC (x) 1.3
2014E 0.79 0.26 0.14 0.50 Net debt (Next Qtr. USSm) 8,943.6 Dividend (current, USS) 1.0
2015E 0.88 0.26 0.12 0.52 Net debt/tol cap (Next Qtr.. %) 147.4 Dividend yield (%) 0.70

Source' Companvdota. Credit Suisse estimates

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 objectivity of this report. Investors should consider this report as only a single factor in 
making their investment decision.

GREDITlSUlSSE-SEGURmESIRESEARCH INFORMATION



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.

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. The CPG 
group also has $1B 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.

Importantly, 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 ($2.15B estimated for 2014).
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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% range for 2014-2016 with dividend growth of approximately 
4%.

Exhibit 1: NiSource 2014- 2016 Estimate Changes

Segment EBITDA
Gas distribution 
NIPSCO Electric 
Gas Transmission & Storage 

Other
Total EBfTDA (recurring)

Segment EBIT
Gas Distribution 
NIPSCO Electric 
Gas Transmission & Storage 

Other
Total EBIT (recurring)

Interest Expense
Other Expenses 

Taxes
Recurring Met Income

Diluted Wto Avg shares outstanding

Recurring EPS - Diluted 

Dividend per share

Financing & Credit Metrics 
Total Debt/Total Cap 
Net Debt I Total Cap 
Net Debt / Equity 
BoO* Value Per Share 
Net Debt/TIM EBITDA

Old estimates
1Q14E 2Q14E 3Q14E 4Q14E 2014E 2015E 2016E

280 119 60 249 707 773 838
135 125 159 118 537 575 616
198 145 118 172 633 717 794

2 4 4 13 23 23 23
615 392 341 552 1,899 2,086 2,271

227 64 4 191 486 529 571
74 64 96 55 288 314 343
169 114 86 138 506 567 622
0) 1 0 10 10 9 8

466 242 186 393 1,290 1,419 1,545
114 116 120 126 476 549 615
0 0 0 0 0 0 0

124 44 23 93 285 309 335
230 62 43 174 529 561 595

314 314 315 315 315 317 319

$0.73 $0.26 $0.14 $0.55 $1.66 $1.77 $1.87

$0.25 $0.26 $0.26 $0.26 $1.03 SI.07 $1.11

59.7% 60 6% 61.9% 61.4% 61.4% 59.8% 59.1%
59.7% 60.6% 61.8% 61.4% 61.4% 59.8% 59 0%

147.9% 1536% 162.1% 158.9% 158.9% 148.6% 143.9%
$19.28 $19.29 $19.18 $1948 $19.52 $21.49 $23 49

5.lx 5.lx 5.3x 5.lx 5.lx 4.8x 4.7x

New estimates
1Q14E 2014E 3Q14E 4Q14E 2014E 2015E 2016E

315 116 60 223 713 782 849
135 125 159 118 537 575 616
191 145 118 172 625 708 785

2 4 4 13 23 23 23

643 390 340 526 1,899 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> 1 0 10 10 9 8

496 239 186 368 1,289 1,420 1,546
114 115 120 125 475 548 613
0 0 0 0 0 0 0

134 43 23 85 285 309 336
249 80 43 157 529 562 597

314 314 315 315 315 317 319

$0.79 $0.26 $0.14 $0.50 $1.68 $1.78 $1.87

$0.25 $0.26 $0.26 SO.26 S1.03 $1.07 $1.11

59.6% 60.5% 61.8% 61.4% 61.4% 59.8% 59.0%
59.6% 60.5% 61.7% 61.4% 61.4% 59 8% 59 0%

147.4% 152.9% 161 4% 158.9% 158 9% 148.7% 143 8%
$19.34 $19.34 $19.23 $19.48 $19 52 $21 49 $2349

5.Ox 5 Ox 5.3x 5.lx 5.1x 4.8x 4.7x

Source.' Company data. Credit Suisse estimates
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Valuation

■ We are raising our target price by $1 to $39. Our sum of the parts analysis reflects 
what we think will be an initial 11.5% of the Columbia Pipeline assets in an MLR 
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.

“ Our $39 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 -11.5% 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 IDRs vs. similar assets 
within a C-Corp.

■ Together with NTM dividend of $1.04, our target price translates to a total return of 
approximately 6-18% with a mid-point of *-12%, which is near the mid-point of our 
median total return expectations for midstream MLPs.

Credit Suisse

Exhibit 2: NiSource Sum of the Parts Valuation

2015 3513 Multiple Enterpnse Value / Equity Value
EBIT D&A EBITDA/Nl Metric Low Base High Low Base High

Electric Services 314.5 261.0 210.1 P/E 18.0x 19.5x 21,0x 3.781.4 4,096.5 4.411.6
Natural Gas Utilities 537.4 244.4 781.9 EV/EBITDA 10.Ox 10.0x lO.Ox 7,818.7 7,818.7 7,818.7
TGSS (88.5%of business) 461.9 117.0 578.9 EV/EBITDA 10.5x 11.Ox 11.5x 6,078.3 6,367.7 6,657.2
TG&S (11.5%dropped into MLP) 60.0 15.2 75.2 EV/EBITDA I 12.0x 12.50x 13.O0X 1 902.7 940.3 977.9

Total Enterprise 1 Equity Value 18,581.1 19,223.2 19,865.4
Cash & Equivalents 34.8 34.8 34.8
Short-term Debt 542.1 542.1 542.1
Long-term Debt 7,593.2 7,593.2 7,593.2

Less Net Debt 8.100.5 8,100.5 8,100.5
Less Net Debt attributable to NiPSCO -S1.1 billion) 7,000.5 7,000.5 7,000.5

Total Equity Value 11,580.6 12,222.7 12,864.9

Shares Outstanding 313 313 313
Per Share $36.97 539.03 $41.08

Current Share Price (Jan 27, 2014) $35 61 $35,61 $35.61
Return 7% 12% 18%

Dividend per share (Est.) $1 03 $1.03 $1.03
Dividend Yield 3% 3% 3%

Total Return 10% 15% 21%

2015E EPS SI.78 $1.78 $1.78
Implied P/E 20.6x ' 22.0S 23.1x
Implied Price iarget —537.00 539.00 $41.UU

Implied P/E 22.0x

Source.' Company data. Credit Suisse estimates

NiSource Inc. (Nl) 4
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Risks
The main risk is that with Mi’s valuation continuing to rise in expectation of it forming an 
MLR, 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. It 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 
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 NTs shares are up -9% YTD with no meaningful change in earnings 
outlook. The shares yield 2.8% 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.
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Disclosure Appendix

Important 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. (NI.N)

NI.N 

Date

06-May-tl 

16-Jun-1t 

02-Aug-11 

28-Oct-11 

02-May-12 

Ot-Aug-12 

20-feb-13 

01-May-13 

01-Aug-13 

OTNov-13 

28-Jan-14 

19-Feb-14

’ Aslef/s^: signifies initiation or assumption o! 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 return is expected to be in line with the relevant benchmark* over the next 12 months.

Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months.

'Relevant benchmark by region: As of 10th December 2012. Japanese ratings are based on a stock's total return relative to the analyst's coverage universe which 
consists of all companies covered by Ihe analyst within the relevant sector, with Outperforms representing the most attractive. Neutrals the loss attractive, and 
Underperforms the least attractive investment opportunities As of 2nd October 2012. U.S. and Canadian as well as European ratings are based on a stock's total 
return relative to Ihe analyst’s coverage iirwerse which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the 
most attractive. Neutrals the less attractive, and Underperforms the least attractive investment opportunities For Latin American and non-Japan Asia stocks, ratings 
are based on a stock's total return relative !o Ihe average tolal return of Ihe relevant country or regional benchmark: piioi to 2nd October 2012 U.S. and Canadian 
ratings were based on (11 a stock’s absolute total return potential !o its cunenl share price and (21 the relative attractiveness of a stock's total return potential within 
an analyst's coverage universe. Foi Australian and New Zealand stocks. 12-month rolling yield is incorporated in the absolute totai return calculation and a 10% and 
a 7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 7.5% thresholds replace the *10- 
15% and -10-15% levels in the Neutral stock rating definition respectively. Prior to 10th December 20/2, Japanese ratings were based on a stock's total rciwn 
relative lo the average Mai return of the relevant counlry or regional benchmark.

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 course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances.

Volatility Indicator [V]: 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 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 sector* relative to the group's historic fundamentals and/or valuation:

Overweight: The analyst’s expectation for the sector's fundamentals 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.

Underweight: The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.

‘An analyst's coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.
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Credit Suisse's distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating

Outperlorm/Buy’

Neutral/Hold*
Underperfonn/Sell’
Restricted

Versus universe (%)

43%
40%
14%
3%

Of which banking clients {%)

(53% banking clients) 
(50% banking clients) 
(46% banking clients)

•For purposes of me NYSE and NASD ialings 6is!iibu!ion disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely 
correspond to Buy, Hold, and Sell, respectively: however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to 
definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors

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.csfb.com/research and 
0nalytics/di$ctaimer/managing_confKcts_di$claimer.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. (NI.N)

Method: Our $39 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 -11.5% 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 
IDRs vs. similar assets within a C-Corp.

Risk: The main risk is that with NTs 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.

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.

$ee the Companies Mentioned section for full company names

The subject company (NI.N) currently 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 (NI.N) within the past 12 months.

Credit Suisse has received investment banking related compensation from the subject company (NI.N) within the past 12 months

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (NI.N) within the next 3 
months.

As of the date of this report. Credit Suisse makes a market in the following subject companies (NI.N).

Important Regional Disclosures

Singapore recipients 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 materia! operations of the subject company (NI.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/legalJerms/canada_research_policy.shtml.

Credit Suisse has acted as lead manager or syndicate member in a public offering of securities for the subject company (NI.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.
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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.com/disclosures or call +1 (877) 291-2683.
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Indiana legislation should accelerate investment and 
earnings.
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Contents

Investment Thesis 21 Mar 2014 

During the past several years. NiSource’s regulated electric and 

natural gas distribution businesses have received favorable 

regulatory decisions providing automatic rate tracker mechanisms 

for capita! expenditures. As a result, NiSource significantly 

increased its investments and now plans to continue investing at 

this elevated level. With favorable regulation in place, we have a 

high level of confidence that NiSource will be able to produce 

steady and growing earnings.

We now expect NiSource's regulafed natural gas distribution 

business fo invest approximately $4.5 billion during the next five 

years, about $500 million more than we previously estimated. 

Regulated electric distribution system investments are now 

estimated to be almost $2.2 billion over the next five years, about 

10% higher than our previous forecast. Recent Indiana legislation 

promoting infrastructure investment is one of the primary drivers 

in our higher investment forecast.

InvHSlmen! thesis 1

Moftiingslai Analysis 

Analysi Noie

Valuation. Grnwih and PiohiaDiliiy 2

Scenario Analysis 2

fconomir. Moat 2
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f.nlurprisi! Risk 6

Managemenl & Ownership 1

Analyst Note Archive 8

Additional Information 

MormrigstaiAnalysi forecasts >0

Comparable Company Analysis 14

Methodology fur Valuing Cnmpanins ig

We expect the Columbia Pipeline Group, or CFG. to spend more 

than $4 billion during the next five years to expand its presence in 

the Marcellus and Utica shale gas regions. About $1.5 billion of 

the planned investment will be to modernize the Columbia 

Transmission Pipeline and is covered by automatic rate tracker 

mechanisms. Two unregulated joint ventuies should also allow 

CPG to expand its presence in the shale regions. One JV is investing 

in gas-gathering and midstream facilities. Another JV is to develop 

the hydrocarbon potential in the Utica shale. Investment in the 

second JV will be accomplished by contributing existing mineral 

positions and cash flows from the projects.

These investment opportunities and favorable regulatory 

frameworks give us confidence that NiSource can increase [PS at 

an average annual rate near the upper end of management's target 

of 5%-7%. This target was sef in 2012, before the Indiana 

legislation passed and the recent success of the CPG joint ventures. 

It would not surprise us if management bumped this target range 

at its next Investor Conference expected in the second half of 2014.

Vital Statistics

Market CaplUSDMil) 

52-Week High (USD) 

52-Week Low (USD) 

52-Week Total Return % 

ffD Total Return %

10,958

36.82

27.11

25.6

6.9

Last f iscal Year End 31 Dec 2013

5-Yr Forwaid Revenue CAGR % 6.8

5-Yr forward EPS CAGR % 6.9

Price/Fair Value 1.29

Valuation Summary and Forecasts

tiscul Yuar 701? ?m:i tatuti ?omi

Price/Earnings 17.0 20.8 217 136

EV/EBITDA 9.9 11.2 10.6 0.7

[V/EBIT 15.2 r/.o 15.6 M2

Free Cash Flow Yield % -3.0 -4.4 ■52 ■4 8

Dividend Yield % 3.5 3.0 30 31

Financial Summary and Forecasts (USD Mil)

Fiscal Vear ?t)i? 7013 20HtE) 2Q15M

Revenue 5.06! 5.657 6123
m

Revenue YoY % •15.9 11.8 87 w

EBII 1.039 1.126 1.263 1,388

EBIT YoY V. 12.7 8.4 12 7 94

Net Income. Adjusted 437 494 526 572

Net Income YoY % 12.4 13.0 6.5 88

Diluted EPS 1.46 1.58 165 1.78

Diluted EPS YuY % /.9 8.3 46 8.1

Free Cash Flow 71 -379 ■157 -330

free Cash flow YoY % 339.3 -G37.2 -58 5 148 0

Ilmwical/luit-.iiiSl itiiia m.wichs mx Momnigslii' Estimates anti may lelluct adiustmerits

Profile

NiSource is one of the nation's largest natural gas distribution companies 

with 3.4 million customers m Indiana. Kentucky. Maryland, Massachusetts. 

Ohio. Pennsylvania, and Virginia. NiSource also owns 15,000 miles of 

natural gas transmission pipeline, operates one nf the nation's largest 

underground natural gas storage systems, and provides unregulated 

midstream services m the growing Marcellus and Utica stmlu production 

area NiSource's electric utility generates, transmits, and distributes 

electricity in northern Indiana.
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Morningstar Analysis

Valuation, Growth and Profitahility 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 in our five-year capital expenditure forecast. The 

stepped-up capital expenditure plan results in our five-year 

EPS CAGR estimate increasing to 6.9% from our previous 

estimate of 6.6%. Our annual EPS growth rale is now at the 

upper end of management’s 5%-7% target. However, we 

note the target was set in 2012. 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. Our 

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 NiSource's diversified peers as of 

late March. We believe the premium is warranted 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 modemiiation 

plan, we expect infrastructure improvements to accelerate. 

We expect the accelerated investment program to push 

earnings growth to the higher end of management's 7%-9% 

target.

NiSource's gas distribution utilities 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 recoveiy of these investments. We estimate the 

favorable regulatory frameworks will drive 8% average 

operating earnings growth at the gas distribution segment 

during the next five years, the mid-point of management's 

7%-9% target.

We think the Columbia Pipeline modernization program and 

opportunities in shale-gas producing regions can support 

11.6% average annual earnings growth during the next five 

years at CPG. Our annual operating earnings 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 capital in our discounted cash flow valuation.

Scenario Analysis

If we assume nonregulated investments at CPG from 2015 

to 2018 are one-half of our assumption, our annual earnings 

growth forecast for CPG would decline almost 2 percentage 

points, to 9.7%, 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 about $2 per share. If nonregulated 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 $0.11 per share, and our fair value 

estimate increases by $2 per share.

A 50-basis-point change in our cost of equity assumption 

changes our fair value estimate by S3 per share.

Economic Moat

We assign a narrow moat to NiSource, as most of its 

earnings arc 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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federal regulators set NiSource’s utility rates.

For natural gas distribution service, regulators set 

distribution rates and also the commodity 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.

remain much smaller than NiSuurce's regulated operations. 

Unregulated midstream services are usually supported by 

multiyear contracts, 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 

discourages but does not eliminate other entrants, providing 

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 majori^b 

operating earnings are from FERC-regulated natura^JP 

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 frameworks 

will change. As with all regulated utilities, we believe 

regulatory caps on revenue and returns preclude NiSource 

from establishing a wide economic rnoat.

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, NiSource's utilities are expected to provide 

safe and reliable service at the lowest possible costs. This 

implicit contract between 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 narrow economic 

moat to its regulated operations.

Earnings from midstream businesses and mineral assets are 

a small share of consolidated earnings. Even though we 

expect these earnings to grow, we expect they likely will
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Bulls Say/Bears Say

Bulls Say

► We expect NiSource to increase its dividend at an 

annual rate of approximately 3.5%-4%, a rate we 

believe is sustainable even with the increase in capital 

expenditures.

► NiSource has leases for up to 200.000 acres in the 

Utica shale-gas formation, a portion of which 

NiSource will contribute to the HilCorp JV. reducing 

the development cash needs and risk.

► FERCregulationtendstobeless influenced by political 

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 to 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 transportation 

projects.

► Although NiSource reports weather-normalized 

operating earnings, mild weather negatively affects 

GAAP earnings and cash flow.
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Credit Analysis

Five Year Adjusted Cash Flow Forecast {USD Mil)

mm ZOlUf) ?0Wl 2017111 701811}

Cash and Equivalents (beginning of period) 35 139 168 W6 206

Adjusted Available Cash Flow 52) 360 357 546 385

Total Cash Available before Debt Service 556 559 525 652 59)

Principal Payments -542 -266 -755 -598 -809

Interest Payments -465 -5)3 -550 -588 -630

Other Cash Obligations and Commitments — - — — —

Total Cash Obligations and Commitments ■).007 -779 -1.305 -1.186 -1.439

Cumulative Annual Cash Flow Cushion

Cash flow Cushion i—

PnssiHe liqutcluv NrfcI

Financial Health & Capital Structure

In 2013, NiSource stepped up its capital expenditures to 

almost $2 billion from less than $1 billion 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 beyond 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 

expenditures is not a concern.

Adjusted Cash Flow Summary

%ui
USD Millions CumininiH'im

Beginning Cash Balance 35 0.5

Sum of 5-Yuai Adjusted Free Cash Flow 2.168 38.0

Sum of Cash and 5-Year Cash Generation 2.203 30 6

Revolver Availability 1.500 26.3

Asset Adjusted Borrowings (Repayment) — -

Sum oi Cash, 5-Year Cash Generation. Revolver and Adjustments 3.703 64.8

Sum of 5-Year Cash Commitments -5,715 —

Credit Rating Pillars-Peer Group Comparison

Ml Snrtrn Universe

Business Risk 4 4.7 5.0

Cash Flow Cushion 9 7.7 6.1

Solvency Score 5 56 4.9

Distance to Default 4 4.2 3.9

Credit Rating BBB BBBi BBB+

Source Mowiirigslaj Estimates
Note Sctwinit ts on a stall; MO. ! Ruing Besi. 10 being Worst

NiSource plans to issue equity in the latter half of 2015 to 

solidify its balance sheet owing to the stepped-up c^^al 

expenditures. We assume it will issue $400 million 

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 forward transaction that 

closed in September 2017.

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. If management can overcome these hurdles 

and IPO an MLR the company could avoid the 2015 equity 

issuance. This would allow the CPG segment tn he a 

self-funding entity, eliminating about 35% of planned 

capital expenditures.

Assuming NiSource issues equity in 2015, its debt/capital 

ratio should remain in the low 60% range and EBIT/interest 

expense range near 2.8 times during 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
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Credit Analysis

increases. These mechanisms provide transparent and 

predictable earnings and cash How that support the 

relatively high leverage of the company.

NiSource increased its annual dividend by $0.04 per share 

in 2012 and 2013, bringing 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 continue 3%-5% 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. If the company did move forward 

with an MLP and IPO, the reduction in capital expenditures 

and increase in cash flow would likely result in a 

recalibration of the common dividend to a higher level.

Enterprise Risk

Regulatory risk remains the key uncertainty, as the majority 

of operating earnings are from businesses that are state- 

or FERC-regulated. 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 

more 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 of the 

regulatory uncertainty related to its planned natural gas 

distribution and electric utility investments by receiving 

pre-approval and favorable rate mechanisms. Its 

investments in 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 produce 

strong earnings growth. A decline in drilling activity would 

likely lead to lower investment and earnings growth. In early 

2011, NiSource reached a settlement agreement with the 

U.S. ERA that requires about $850 million of capital 

improvements to air pollution control systems at three 

coal-fired power plants. NiSource 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-fired ones.
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Management & Ownership

Management Activity

Name Position Shares lie lit llcpoil Dale’ Iftinto Activity

ROBERT C. SKAGGS.JR CEO/Diiectof/Piesident.Director 682,153 18 Feb 2014 —

STEPHEN P. SMITH Execulive VP/CFO 270.739 26 Feb 2014 22.845

CARRIE J.HIGHTMAN Executive VF/Other Executive

OHicer

156.776 24 Feb 2014 14.125

W. LEE NUrtER Director 123,074 14 May 2013 —

GLENL. KETTERING Senior VP, Divisional 110,470 20 Feb 2014 14,000

GLEN l. KETTERING Senior VP, Divisional 110.470 20 Feb 2014 14.000

ROBERT D. CAMPBELL Senior VP Divisional 108,688 28 Feb 2014 7.000

EILEEN O'NEILL ODUM 97.086 24 Mar 2009 —

JOSEPH HAMROCK CEO. Divisional/Executive VP 85.533 30 Jan 2014 —

■Repiusems thr: rt.uc nn which ihe nwnw s mne. P'-ciIiut and cnmmnn shams hnld were lepnnflrt h» ihn hnldRi or issum.

Fund Ownership

"np Owners

T. Rowe Price Equity Income Fund 

Vanguard Mid-Gao Index Fund 

Vanguard Total Stock MM Idx 

JPMorgan Mid Cap Value Fund 

Uiililies Select Sector SPDR®

Concentrated Mulders

f-.IC Energy Utility Fund

Reaves Utilities and Energy Iniras Fund

Tortoise Ml P & Pipeline Fund

Tortoise Pipeline & Energy

Fidelriy VIP Utilities Portfolio

institutional Transactions

trip 5 Buyers

Deutsche Asset Mgmt Invst Gesenschalt

I. Howe Price Associates. Inc.

Piclel Assel Management SA 

Citadel Advisors Lie

J. P Morgan Investment Management Inc.

'ftp!) Sellers 

Deutsche Bank AO

Goldman Sachs Asset Management, L.P. 

Cramer Rosenthal McGlynn. LLC 

Reaves W U & Co Inc 

Renaissance Technologies Corp

ft ol Shares 
Held

% ot fund
Assets

Chamie
M Portfolio Date

3.11 1.08 — 31 Dec 2013

1.59 0.35 39 28 Feb 2014

1.57 0.05 11 28 Feb 2014

1.19 0.90 -557 31 Jan 2014

1.08 7.24 -171 20 Mar 2014

0.04 5.14 31 Jan 2014

0.03 5.06 — 31 Jan 2014

0.54 4.90 -249 30 Nov 2013

0.17 4.31 534 30 Nov 2013

0.03 4.79 — 31 Jan 2014

%nl Shares 
Held

% olfund 
Assets

Shares
Bftlirjht/ 
Sold 1U PomoLo Date

2.58 0.96 8.106 31 Dec 2013

7.85 0.19 2.748 31 Dec 2013

1.70 0.88 2.646 31 Dec 2013

0.41 0.05 900 3! Dec 2013

5 09 0.27 856 31 Dec 2013

0.78 0.10 •5.807 31 Dec 2013

0.03 — -3.547 31 Dec 2013

1.27 0.94 -2.014 31 Dec 2013

0.43 1.47 -1.581 31 Dec 2013

0.08 0.0? -873 31 Dec 2013

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 NiSource‘s Columbia Pipeline 

in the middle of the Marcellos Shale Gas and at the edge 

of the Utica Shale regions, management has taken 

advantage of this opportunity and developed projects that 

appear to provide returns significantly above the company's 

cost of capital.

Robert Skaggs inherited a debt-heavy balance sheet and a 

shaky dividend when he became CEO in 2005. Since then, 

the company lias deleveraged and begun increasing its 

dividend. In addition, management has reduced regulatory 

risk by achieving favorable settlement agreement^^ 

decisions for its Indiana electric utility and several of 

distribution companies. In addition, under Skaggs watch 

the company recently received FERC approval for its 

long-term settlement agreement with customers that 

allows NiSource to modernize the Columbia Transmission 

Pipeline. The five-year $1.5 billion project is expected to 

provide returns above NiSources 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.

In 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 aligned with 

shareholders' interests.
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Analyst Notes

NiSource Posts Solid 2013 Results. Initiates In-Line 2014 

Guidance, Makes Positive MLP Comments 18 Feb 7014 

NiSource Nl reported 2013 operating earnings per share 

of $1.58 versus $1.46 in 2012. The strong results were $0.03 

higher than our estimate and $0.02 above the consensus 

estimate of $1.56. All three operating segments posted sol id 

results. In addition, NiSource initiated 2014 operating 

earnings guidance of $1.61-$1.71 per share, in line with the 

consensus estimate.

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 work may reduce 

the potential tax leakage increase the likelihood that an 

MLP could be announced before year-end. The formation of 

an MLP would probably eliminate the need for an equity 

issuance in 2015. Based on our increased confidence in the 

formation of an MLP, we are likely to modestly increase our 

fair value estimate. Our narrow 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 part to recent rumors that Dominion 

Resources D is looking to acquire NiSource. We think this 

acquisition is unlikely. In our opinion, mergers are heavily 

influenced by personal issues. Our 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 

impress us as a person interested in retirement at this time. 

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 MLP Formation Downplayed 11 Nov

2013

We had the opportunity to meet with NiSource's senior 

management team at the 48th Edison Electric Institute 

Financial Conference in Orlando, Fla. Our main takeaway 

was that management has a doable long-term capital 

expenditure program and regulatory frameworks to allow 

NiSource to achieve a 6.5% average compounded annual 

EPS growth rate and increase its common dividend over 4% 

per year. This earnings growth rate is in line with the 5%-7% 

range management has targeted. We are reaffirming our 

narrow moat and stable moat trend ratings and our fair value 

estimate of $27 per share.

We expect capital expenditures to average about $2 billion 

per year during the next five years. The environmental 

control expendituies at NIPSCO's coal-fired plants have 

peaked and will now wind down as the seven-year, $1.7 

billion investments loi electric and natural gas distribution 

system improvements in Indiana ramp up. Since NiSource 

is the first Indiana utility to use new legislation that provides 

a rate tracker mechanism for recovery of these investments, 

management expects litigation. Howevet. management 

believes the law will pass legal scrutiny and the only issues 

will be its administration. We agree with this assessment, 

but it it is wrong, consolidated capital expenditures and 

earnings will likely fall short of our estimates.

Overall, we thought die tone of the meeting was very good, 

fn our opinion, the only negative was management's 

reiteration of its concern about the foimation 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

?i WwringMa' 2C14 AN h'Qb'i Miwnir.prrar; Cxd't fiaiintp * ■‘uparcn <% proCiAfO jno otier^fl fi, Mo-mng'.itfi Int .wmen icgi^&red w I", (hp If 5 5«uNtifrt Jno {xch.in-ja CdiT'i^iSSiori 15 0 Niilnjnatyflccry'iitfl Hatin') D'tJ^Jf'i'n PdCli! N <“>f
I'NRS'lf/f limes* cirtciwse providf'C in a MCJidte aj'^t-rii, you mby use th'S 'PPO'I ,n ^ couit'y m wTu;h it« iMtf'DtfO' is based lb*’ mfcrffnatjon Cat* Malysn 3"C opmuKrt p'esi-nrifa co n&tcyn:Mut** i:*>ce 3'e ['rovrjrrt
: ate i y i or •ft* 9 i"* 41 fr'Ctti e s it-d tfg* c* or*' d'« r a * o i 'f tc &■* sn i| a«fy i nC a c n pr * j rnn re<* u c:/»j s't o aa u* at e T w. opr* wt t «f»*7sss d are j s o' :*+. date * m re n ana a • * to trws* wrt nou r non: e L • :eoi as; r * r%» h

> fa» Nfarrir-cstai v^U r-a > '‘swrsiM? \* *rj2 rfl o> oif.e' Itsus 'esrii^ iicrrv oi *- vw r.fo"nattf;. ora or w.w* w tbe-trep* r'j <: r<»r* c
Vwrunjstjr aro 'eprxutcO iv r o*uied^ a> nunrpi w'Vh.i i> f/«0' MirtnArpn or erf VprMrnr.v Ico,d‘i <eD?ir/s raff il |i? E36-olCC Infitense »'.r ififarcn trtH ** 317-6'Ki
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Analyst Notes

CenterPoinl 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 Reports Solid 3Q Results; Indiana Modernization 

Plan on Track 01 Nov 2013

NiSource reported third-quarter operating earnings per 

share of SO.18 versus $0.04 in the same period last year. 

The improved results were primarily due to the faci that in 

2012, Columbia Pipeline Group operations were negatively 

affected by the customer settlement related to the 

infrastructure modernization program. NiSource reiterated 

its 2013 operating earnings guidance of S1.50-S1.60 per 

share. Our estimate of Si.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 October NIPSC0 filed its natural gas infrastructure 

modernization and expansion plan with the Indiana Utility 

Regulatory Commission. Management indicated the $700 

million seven-year gas program and the previously filed SI 

billion electric modernization program will begin by the 

middle of next year following approval by the IURC. These 

programs will ramp up as the environmental expenditures 

for NIPSCOs 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 S400 million equity 

issuance.

& Vo<' ingsi* .5?1 ^ Aii Ptghts t&»$erv*C s Rjti*;*, «> p’OMeC r-3 Inc . wtucFi is tffc'ed «-ir n* U 5 3*0 C&Wj'Sk* 5* 3 CJl PaOC 9 O*
;'N-.Saj*l Un'«s o*tj■ wiprowdec a iepara*»39 nt you may uss • eper onfy 1 r* cwjn<ry whitt 1 ts 1 pmai cistr 1 tru;tx 1 s dssec tre 1 ntc«matuon, oat3, .tr.^ysss i-d op mm? vevented ht'ein co w con-ur« jjvte
iniely fen 'f ^“anornyl pjr poll's anj i-icr^cue v{ not 3^ c!if> 10 fn/y or s?ll a setufty jnG o'e not warmed to oe f complcie or jccu'jk I he ppmions e»p*>:inJ arc as uf the doif wmten asn are to change wirKpj* noKe 3> *.:heiwi<.c
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Morningstar Credit Rating

8BB

Industry Group

Utilities • Regulated

Morningstar Analyst Forecasts

Financial Summary and Forecasts

hscal Vfi.ti i-ncic in (Idrpmhfli Forecast

3-YC3I 5-fear

Gmwih (% YnY| HiSl.CAGft ?on ?ni7 7013 70M 7015 t’/o, C4G«

Revenue •4 ; •6.3 -15.9 11.8 82 6.6 68

EBIT 6.8 -0.2 12.7 8.4 12.7 94 98

EBITDA 39 -4.0 9.6 6.4 99 9.3 8.9

Net Income 13? 14.1 12.4 13.0 6.6 88 90

Diluted EPS 90 10.8 7.9 8.3 4 6 8 1 69

Earnings Beto/e Interest, alter Tax 44 10.4 4.1 -1.0 16.8 4.7 8.0

free Cash flow ■227.1 •88.9 339.3 -637.2 -585 148.0 —

3-YM" i Year

DrotiUbiliry Hisi A»g 2011 7012 2013 2(114 2015 Pir>i Avt;

Operating Margin % 18.6 15.3 20.5 19.9 207 21.3 219

EBITDA Margin % 287 24.3 31.6 30.1 306 31.4 32.0

Net Margin % 7.9 6.5 8.6 8.7 9.6 88 9.1

Free Cash Flow Margin % ■1.7 0.3 1.4 -6.7 -2.6 ■60 -2.9

ROIC % 7.3 7.6 7.5 6.9 7.4 7.2 7.2

Adjusted ROIC % wo 10.6 10.2 9.1 97 9.2 9.0

Return on Assets % 1.3 1.5 2.0 2.4 2.2 2.2 2.3

Return on Equity % 7.7 6.0 7.9 9.3 8.8 92 94

J-YlMf S fear

k-vei age Hill AwJ 20H 7012 2013 2t!;Y Xlb Ptoj Aig

Dubi/Capital 0 60 0.61 0.69 0.60 0.61 0 63 U.62

lotal Debi/EBITDA 6.23 5.45 5.06 5.19 5.21 526 5. W

EBITDA/Interesi Expense 3.94 3.88 3.83 4.11 4.03 3.99 4.07

Valuation Summary and Forecasts Discounted Cash Flow Valuation

JCII? ?0I3 xi-ia 701XH rum Valg* Per Snare
USD Mil (%] Value

Price/Fair Value 1.Q0 1.22 __ __

Price/Eamings 17.0 20.8 21.2 196
Presen: Value Stage 1 •816 -4.5 -2.55

EV/EBfTDA 9.9 It? W6 9.7
Present Value Stage II 1.359 7.5 4.25

EV/EBIT 15.2 17.0 !5.5 14 2
Ptesent Value Stage III 17.611 97.0 55.12

18.155 100.0 56-82
F reo Cash 1 low Yield % -3.0 •4.4 •5 2 -4 8

Dividend Yield % 3.5 3.0 3.0 31
Cash and Equivalems 70 — 0.2?

Debt -8.834 — •27.G5

Key Valuation Drivers
Preferred Stock — — —

Cusi of Equity % 10.0 (Tthnr Adjustments 35 — 11.11

Pie-lax Cos: of Debt % 5.0 Equity Value 9,425 — 29.50

Weighted Average Cost of Capital % 6.7

Long-Run Tax Rale % 35 0 Projected Diluted Shares 320

Stage 11 £01 Giowth Pate % 7.0

Stage II Investment Rate % 87.5 Fair Value per Share [USD) -

Perpetuity Year 15
Thu U]T,i m lire table above rcgreseni base case lixegasis m the company's reporting

cuneftcv as o' teoinrung ol the ciifrecu yeaf Uu< fan valu* estimate may diifer from ths
equity value per share shown above due :o oui lime value ol money a-liusimeni and in cares
whDfp, D^ohabiliTywetflhTcct scenaimanafysis is iierfor|1cd.

Z) ?QU Wl Moffiiftg’.Mf”', 'Lw.&k K •*. atuiOtMs'tfl Waip.pijv.v. Inc, wncii »\ f<n w v-Vn U £ %\ wz Cc<*rt*«*w\« a ^.-UiC^aU^
i’N“San’J llnlcs? o:ftery»rs'. fno^OSfl -ft 9 UpJuie aj'B^eTU you on*v »<♦ tf'ClUyrt i m wflitf: i’j o'ljinjl 2isi"iw‘U' !K5PJ Ihf irfilfirj,t?0. 0?t^, ^*dofl ftiont i^v^si^ni iJvicf piuv'SKO
itJeli lo* intcy-nvul pu pcnei it t*e(r(o<f' at? w wefts' tfi c* *>n i vea' »y st notws'rjniec ic ce cvr^i co^jlnf ^ Kcirr* U- ogir«(yn e»p%s« a>< ii tj* 001? w« re« at 3ft SuC^t iu triTgf *4Scm nofits h:*c: 5V ;the*wiv
'►is* >CiJ l> Iiv-yyii yirf noi W • *»pcrsitdc lo« 1*9 ini'f^i Jc-: *-i:n^ 5srajf5 Of oih«< Ik»«injiT»rrg itot. o■ friaf«J la t*t »riVnar.on ;afa. a*3Y;w w'••ons of f iA»r * n< iw3imaiiu»> conf?irwc r,F'ei/' is!nr fttiw■ pr^■> cypir
^CJiOingMi* ,1/it]-.t, .Xtt lit ffplpoixecf.'f w?>:lfe m |P paiJ O'vf.r JOf.. fTX>ftn»l'. « I'OvJ IfVP pi«Cif *vit1r-i con.eot of Viy'iniqMiH TunOCi -ppi-ntj caH *1 31? fcSfrclOQ

P,«UR«lCl 19

• fhf in;.:3nri calf • I 3 ■/'W SfiS3
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Morningstar Analyst Forecasts

Income Statement (USD Mill

Fiscal Year Fntts in rtecembRi _______ Forecast

7011 701? 7013 20U 70 IS

Revenue 6.019 5.061 5.657 6.123 6.524

Cost o( Goods Sold 2.556 1.542 1.816 2.023 2.109

Gross Profit 3.463 3,520 3,842 4.100 4.415

Selling, General & Administrative Expenses 1,723 1.663 1.874 1326 2.1U

Other Operating Expense (Income) 295 288 301 23/ 307

Olher Operating Expense (Income) •15 •32 •36 ■45 -49

Depreciation & Amortization (if reported separately) 538 56? 577 603 658

Operating Income (ex charges) 922 1.039 1,126 1J69 1.388

Restructuring & Other Cash Charges 17 -4 -18 — —

Impairment Charges (it reported separately) — — — _ —

Olher Non-Cash (Incomel/Charoes - — — — —

Operating Income (incl charges) 905 1,043 1,143 U69 1.388

Iruerest Expense 377 418 415 465 m
Interest Income -61 2 24 5 w
Pre-Tax Income 467 626 753 809 880

Income lax Expense 163 216 262 283 308

Other Alter-Tax Cash Gams (Losses) •5 G G — —

Other After-Tax Non-Cash Gains (Losses) — — 35 — —

(Minority Interest) - — — — —

(Preferred Dividends) — — — — —

Net Income 299 416 532 S26 572

Weighted Average Diluted Shares Outstanding 289 300 314 319 321

Diluted Earnings Per Share 1.03 1.39 1.70 1.65 1.78

Adjusted Net Income 389 437 494 526 572

Diluted Earnings Per Share (Adjusted) 1.35 1.46 1.58 1.65 1.78

Dividends Per Common Share 11.92 U 94 0.98 102 1.06

EBITDA 1,443 1,605 1.721 1.872 2,046

Adjusted EBITDA 1.460 1.601 1,703 1.872 2.046

•v Vot'ingsiai j'Vi All RighiL fii^crvrsl Viorningssat's Cirtit Ratings A Research >1 cioaucec onfl t/v Mcnni»«£rjt. tnc, is rwi inq '.k'rf w.ir r,? u S S^cunites anc htfunge Cortwiissior. as a fo.niorall y Reccg'wM SsauiKdi Faitng Or^iii^aticw 
l*Na?sD’| u^tcssc'^Fv/is; f'rv'Ccd -n a agrertwri*, yi<u ffOY<fse tw iftwi m the ctnjnt'y its o'tgtral aisuibc’Of ib CaspiJ iniiunan;n, uoia. analys**, d*<i w nw yicsentcfl nereid Co noi tuns mute ir^'.i-cfit a>iL'6 ate unaided 
iol^y tn^^ai wY^ pvrpos^ i'4 'Vteic-e vt not 9’ clfet to Ury o» v^C a sectiuy md 8’e r.ot waitartcd to xcw^i.cor^ilitp o< jctu au Tht opt^o^s e»p*S!W a e as u’ if* date «o :ten ve ate Vdjfti t? change- *.tnoc: notice E'tet't as ^hcAvise 

5Py law f/ot«'*^5tat stiff no; be ^scwsiWc ten a-iv irad-no tet-iwi. caiugcHy other lcs«s 'esLthng ny^. v 'Hated to. f* intcpir^nr, ^na a-a'p-eso1 &p**io« o» trurt jk the rftfjrtrjirohcoptjtrto-JV'e'n <s tnep*ii*>eiave'flb,.ny of 
VivimcfsTSt and T ay *.01 De''V.'CVtM 'it whclc 5'ir'pan. fi's sea dhy mannet, w t'cijf tne Dfiof wiiUDri con. e nr uf Verging slat Jo ind»i reoi'iirs t nil O 1l?-&!ii 5100 loketv theipies'uh :«B .1
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Last Price Fair Value Consider Buy

35.51 USO 30.0QUSD Zl.OOusn

Consider Sell UncerlsintY

40.50USI) Medium

Economic Moat™ Moat Trend™ Stewardship Morningstar Credit Rating Industry Group

Narrow Stable Standard BBB Utilities • Regulated

Morningstar Analyst Forecasts

Balance Sheet (USD Mil)

Fiscal Year 1 mis in Dncftninei fowcasi
?0H ?0i? 2013 you 20IS

Cash and Equivalents 172 83 35 193 168

Investments — — — — —

Accounts Receivable 855 907 1,006 1.090 /. 162

Inventory 5B6 496 580 554 579

Deterred Ta* Assets (Current) — — — — —

Other Short Term Assets 655 866 618 750 750

Current Assets 2.248 2,352 2.159 1594 2.658

Net Properly Plant, and Equipment 11.800 12.1)16 14.365 15.843 17.259

Goodwill 3.677 3.677 3.666 3.666 3.666

Other Intangibles 298 287 276 276 276

Deterred lax Assets (long-Teim) — — — — -

Other Long-Term Operating Assets 2.685 2.613 7.188 7.561 2.689

Long-Term Non-Operating Assets — — — - —
Total Assets 20.708 21,845 22.654 24.940 26.548

Accounts Payable 435 539 619 690 719

Short-Term Debt 1.687 1,284 1,241 1.250 1,250

Deferred Tax Liabilities (Current) — - — — —

Other Shon-Ierm Liabilities 1.575 1,479 1,319 1.500 1500

Current Liabilities 3.646 3,302 3,178 3.440 3.469

long-Terrn Debt 6.2G7 6.819 7.593 8.500 9.500

Deterred lax Liabilities iLong-lerm) Z.542 2.953 3.2/8 3.632 3.963

Other Long-Term Operating liabilities 3,256 3.216 2.718 3.252 3.236

Long-Term Non-Operating Liabilities — — — — —

Total Liabilities 15,711 16.290 16.767 18.823 20.169

Pieferred Stock __ __ __ __ __

Common Slock 3 3 3 3 3

Additional Paid-in Capital 4.168 4.598 4.690 4,775 4.760

Retained Tamings (Deficit) 917 1.060 1.286 1.486 1.717

(Treasury Stock) -31 -41 -49 ■49 ■49

Other Equity -GO •66 •44 ■49 -54

Shareholder's Equity 4,997 5,554 5.887 6.117 6,379

Minority Interest __ __ __ — —

Total Equity 4,997 5,554 5.887 6.117 6.379

l Vt/'AH h gh*s MwrvfU Kaiif.gs & BciCJ<ch't ^o.iur.iKj ,tnfl Pv wh.ch 15 rei icgijicitfiJw ir the US S^uf'lies lie E»ch-3hce Cyt»'ru'is.ign ^ 3 NatiW.iiiy 5*j:**-hC4t Hating nigam/a* 0* I’.tnr *9
01 f^e rvursc d«3vi fleu ■ f a y: pa -a'® Jij'ec-*’«t. you rr^y yse irks rj»pfjf 1 onl y. n j he tocfit'y 1 n w^i it 1 tv promal 5»S!'»fcsrtof >*. l jvc J t ^ 1 n for<ur»cn. dat i. aail* s‘s a* a up- r 1 r»n; d'O  ̂tMhc ■ e 1 n Co ntu c on n. 1 fi*. r * e 11 r er t a > te a 18 pr o. uK J 

»ftF 'tit y ^-ai • tKial pu.'po*^ *fvj 1 ■>** c forg jf« no* y 01 fo1 fy thiy o< seU a vccynfy ?R3 4 • e w w ji f 10 w to" set co<ii(d£ie o* sum* at' I h 5 c? 1 rn o^ti eit*evs *,d ate s*. 0* tc# daf c wr«' ter jr^ 31 ? suOi-c 1 to ch jnoe «1 ifaj looter E •: rpi a< ct*>e t* >\» 
pc.j frt l»* Yom9-.cis*a» vnall re: r-jocnitJe *> ai*r'radif.jceus ;«v, cairttg^ ct omei Ik«s fevVt.nq r-on oiplaieJta if« ifjj ru’>t<ri zz:* *-3V:ev gt fher t/.* '“cior-'^necK'tc tv u e f»'’» 6i?»o*
V * *>r4'S *• a^c %Jtr t>’ oc '^wJxw n +‘<*t ji in v vvt-C in ar. ra-.r^t. •» r csjj tK pi pt a’i i h n to': cc: ff v»'. *^uo< lo 0 det >t :■ r.ts :al • f 317 •! 36 f >C0 to k e n «i k* cf caH 6*fi 66C ?
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Morningstar Analyst Forecasts

Cash Flow (USD Mil)

Fiscal Yeai tncls m ilecemtifu _______ forecast

/Oil ZOi? 7013 TOM 7015

Net Income 299 416 532 526 572

Depreciation 538 562 577 602 658

Amortization — — — — —

Stock-Based Compensation 39 45 51 49 53

Impairment ot Goodwill — — — - —

Impairment of Other Intangibles — — — — —

Deferred Taxes 178 305 787 354 332

Other Non-Cash Adjustments 2)7 25 •G5 — —

(Increase) Decreese in Accounts Receivable 220 -51 -95 ■85 ■72

[Increase! Decrease in Inventory -142 62 -9 ■54 -24

Change in Other Short-Term Assets -274 -157 81 -132 —

Increase (Decrease) in Accounts Payable •155 57 68 71 29

Change in Other Short-Term Liabilities — — — 181 -

Cash From Operations 920 UP 1,427 1,514 ML

(Capital Expenditures) -1.175 -1,499 -1.880 -2.08!

w

Net (Acquisitions), Asset Sales, and Disposals 9 26 18 — —

Net Sales (Purchases! of Investments - — — — —

Other Investing Cash Hows -34 51 -148 160 -143

Cash From Investing -1,149 -1,422 -2,010 -1,921 -2,216

Common Stock Issuance (o' Repurchase) 21 374 30 35 35

Common Stock (Dividends) -258 -2/3 -306 -326 -341

Short-Term Debt Issuance (ot Retirement] -23 -587 -78 9 —

Long-Term Debt Issuance (or Retirement) 541 856 794 907 1,000

Other Financing Cash Flows — — — -49 -53

Cash From Financing 281 175 445 576 642

Exchange Rates, Discontinued Ops. etc. (net) -50 8 129 -5 -5

Net Change in Cash 2 25 -10 164 -31

'T* Vo»w>?*.ur ?0U AS B»gh:s K Research ts pf«jceC tv Mot’.ings!**. Int ■Wrchts .iot ,«*s*eea w'Tr irwu S Scoitiesdngftchdnn Connvufor :s a toi>wiy ft«cgn»rtJ 5:5Xt<3i flat ngO'^'/ihcM
I'N^O*! Unlesstr.hefwiss CKovtWfl r a sewtr^a^w^.b. you mat ^ im repor. sriyitt she cou'H'v trtwhict.iis L*rjicai :ii,rtxfiar is Ttie iniofmanofi aari aiaiyiss a-3 nn^un c»p«mwl f.e  ̂uc r:f*; ctw jiMe ir.eiV'tnt a>tc 3»ctfC>''Jrt 
solely fet irrp'Tahqnal purposes aruJ rt'fflo't ai* w\ a* offer ip pyy pi ',cil a sccutrfv w are «ot vvaframsj to ce ccj'sci.'fif'iWste n« accu-ai- Tii‘ opirvonscorcss'd 3<e a <r iht o^tewtifen #«j are subjoc* ru thaoije w ihout r.p'ice r is otherwise 
•ecuiifd 1‘ylHW Mwftingswi vhaUrtci W r?sponrwrile lurafty t'MiWj Oocrs oos. carnages pi gtfie lasS'.S'eswlirtg Sr.jm pi rela'eCN. in.'mci.-manon r;3ta. Biafy'^S ur ujn: .oasor rrvp'i use ■fir rntdimaT'Ori corri.^o hfuttp is ivpruo'icta'v cow-r’y or 
Vo-tiiigsiei dft.l may pm r»f trpH J^-tei.4 rwhpiey in »rt p- usnl in any manner w-rnous tnp pnrji *i.it»r corje'.tor Vi>ririj;i,ii lyo^ui at punts call O 3lH%-SlOO *0 l«c?nsfr'he weai'A cull *1 lli’-EK-WM
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Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

i.oirpanv/licliir
hcte/Tdii

Value

Pnce/Eaminjs

^013 ?mfl mmi

EV/EBUDA

200 rww 701510

Price/Free Cash Flow

2013 7QHM VlbiU

Price/Book

Ztnj /OUlEl /own

Price/Salas

2013 ?mm 2015111

Dominion Resources Inc < j! i U6 — ni9 19.1 — 11.1 105 — NM -34 4 — 32 3.0 — 2.7 26

Sempra Energy n.'.A 1.23 — 2U 19 7 - 10.4 98 — NM 93.7 — 2.0 19 — 22 2.1

CenterPoint Energy Inc CUP .■;.a 0.93 19.8 18 7 18.2 9.4 94 9.5 Ib.O 217 18.3 2.3 2.2 2.1 1.3 1.2 12

SCANACoip :,:-H 1.06 14.6 14.0 137 9.3 88 82 NM NM ■ 130 1.5 13 12 1.6 1.5 1.5

Average 17.2 18 5 17.7 9.4 9.9 9.5 15.0 21.7 162 1.9 2.2 2.1 1.5 1.9 19

NiSource Inc Nl OS 129 20.8 21.2 19.6 11.2 10.6 9.7 NM NM NM 1.8 1.8 1.7 1.8 1.8 1.7

Returns Analysis

noic% Adjusted ROIC % Return on Equity % Return on Assets % Dividend Yield %
Iasi Hisioncal v«ar

toial Asseis
Company/lictcr tw,l| 2013 70UIF! 7015(0 7013 70IKI! 70t5i£! 7013 TOUiO 70IWI 2013 TOUIO Tomn 7013 70(4(t} ■own
Dominion Resources Inc ii 1 — USD 9.2 83 7.9 10 1 90 86 17.5 17.2 16 6 4.0 3.9 38 — 35 3.7

Sempra Energy ■•ET i.t:A — USD 6.8 5 6 58 7.4 6 1 63 9.7 101 105 2.8 29 30 — 28 2.9
CenterPoinl Energy Inc [>1 — USD 6.6 66 66 7.5 75 7.4 11.8 119 118 2.3 2.4 2.5 3.5 37 3.9

SCANACorp ."it .S’- — USD 6.5 6.2 61 6.5 67 61 10.8 10 4 10.1 3.2 31 3 1 4.0 42 45

Average 7.3 6.7 66 7.9 77 7.1 17.5 12.4 17.3 3.1 3.1 3 1 3.8 36 3.8

NiSource Inc Ni US 22,654 usn 6.9 7.4 7.2 9.1 9.7 92 9.3 8.8 9.2 2.4 22 2.2 3.0 3.0 3.1

Growth Analysis

CMlipany/IiCtui

last Hismiiral Year 
Revenue 

(Mill

Revenue Growth %

2013 yotun 70(5(11

EBIT Growth %

2013 7tH Jill ?0(5t[)

EPS Growths

7013 70141(1 7(1114! 1

Free Cash Flow Growth %

2013 7mm Tomi

Dividend/Share Growth %

2013 70(4(0 TOW!
nominion Resources Inc ti ;V I4,233ust) 8.7 5 5 53 136 0 4 1 38 9.3 5.5 39 •38.1 •595 ■143.5 6.6 6.7 63

Sempra Energy t t A 10.560 USD 9.5 2.5 32 351 39 7.9 0.9 2.3 84 •133.0 ■177.3 316 5 5.0 40 40

CenterPoinl Energy Inc . 8.005 USD 7.4 2.8 31 •24.8 13 1.3 •4.1 58 28 25G.2 ■42.4 1.7 2.5 48 46

SCANA Cnrp.-.:t: ... 4,493 USD 7.6 32 39 13.4 55 82 8.1 39 26 421.4 126.8 ■139 2.5 25 24

Average 8.3 3.5 39 39.9 3 7 53 3.6 44 4.4 126.6 ■381 -1166 4.2 45 4 3

NiSource Inc m l:S 5.657 usn 11.8 8.2 6.6 8.4 12.7 9.4 8.3 4.6 8.1 -637.2 -58.5 148.0 4.3 4 1 3 9

{f Vor?01 * AJI RtqV5 cCiervW Z'"111 Mji 1 p, f'eswrch S O'VIXCC 3**J C»r A'C'fJnc . ivti;h t» xj| HJ « r !Wl S S«t'i• fS 3rtf {CcrTnl'j<yi jt d \Micrjtlv a«a^ncfO l:»::I cV *itr^ 10^ Pa?H 1 £ A* • 9

Unl«>u c*W»wii; pc»'3cd t i i^wra'e iou ^ «*.? rvs '??or ca'y ir> :r.g '.9urt*» ^fticints ©str biro tusa rhftifitnma*ror.cr«. aajrysii conort ocstTCC te'fsn Jo w coo«Mi,re •rvets^rv. d:« u; arc jB^iao
(H r to* tft'fti -iTri/t ^ pu»t>c*..i*i a-vfl i • e* p1 o'« a*6 ptl* 1 iv |n.> 01 *.« d i spev'-h i'll? 3 • f 00; wj > 1 inrr*s :q ff cpr ?: 1 Cuirtpl' ;c 01 a*.c u at* 5 h* c'pni on j e * c» a s $ ‘fl 41 h • 1 o' l* Catf ;vti Mt n it fl .it e it T,t to r hS* gf * 1 ihOoi n ui ■ 1 e r ic?pt d s ci htM

:pCon^.1 fy l»»v Mtjiri'rgsiar {.hall nnUr1'rtbpons^pJ-^o( anr HJCihQ ap','Si;ii> t'anviaf-i ()• tii*;sr l:s>5S'Civhutg oi reldrW Ui Ihf infO'Oij'urfi, ustp d'olyifti 0« or u< rhciMjSn ' "e trforrnji.firi cy'iti I'rc! n?ten «j ihr-prpcincja'vfvrv^T 11!
VO'f1 ngsrv nhrj tjv-'Ol Lir -r ihIucW r>wfi^v ta •'PiTi 01'Apitin ms'inN w U inji n? pKit A't'ifrT'imj.r'rii c1 Vc«"t‘-ii?efAr Ig reorim< -all 11 11? E96 In Irtriny* IV rripjr^ tjtl .1 11^
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NiSource Inc Nl ★★

mm

.

Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship Morningstar Credit Rating Industry Group

35.51 uso 30.QQUSO 2).00usd 40.50uso Medium Narrov/ Stable Standard BBB Utilities - Regulated

Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Profitability Analysis

: Gross
Iasi HisiwicalYear :

No! Income
Company/rictei (Mill 7013
Dominion Resources Inc 0 'Ji;'. 1.931 USD 1 58.0

Sempra Energy L-SA 1.095 USD G2.4

CenterPoint Energy Inc i;Ni ,;jA 517 USD ■ 48.5

SCANA Corp A-;.'; U£r, 177 USD 51.1

Average 55.0

NiSource Inc NI US 494 USD 67.9

lia% ; EBITDA MarQiR% ; Operation Margin •

TOUttl toiuv ■ 2013 ZflM'f/ 20011) ■ 2013 POHItl

580 580 1 37.0 37.5 37.7 26.7 263

63.8 64.9 i 30.1 31.6 32.7 : 19.9 201

47.8 47.0 ■ 23.4 22.6 218 : 12.1 n.9

51.9 53 0 \ 30.4 31.0 32.1 : 21.7 22.2

55.4 55.7 30.2 30.7 31.1 20.1 201

67.0 67.7 ■ 30.1 30.6 3i.4; 19.9 20.7

Nel Margin % Free Cash Flow Margin %

2o:ua 2053 Z0/*fj POOfll ■ 7013 20’i{£) ?015<t)

25 9 13.6 13.7 13.6 ■ -0.7 ■5.1 ■7.5

21.0 10.4 104 109 ; -2.5 •4.8 23

11.7 . 6.5 6 7 6 7 : 8.5 57 66

231 10.6 111 11.4 i -10.5 -136 ■HP

20.4 10.3 W.5 10.7 -1.3 4.5 -2.5

21.3 8,7 8.6 8.8 ; -8.0 -9.3 -8.0

Leverage Analysis
OebUtquily % Debl/Total Cap % EBITDA/Interest Exp. Tola! DebUEBdOA Assets/Equity

Comparty/Ticker

Iasi llisioucal Yeai 
loral Debt 

(Mill 2013 ?o>-t{n 2015)6) 2013 20Ut6) 201516) 2013 201116) 201566) 2II13 2om> 201516) 2013 2014ft) 2015ft)

Dominion Resources Inc 1; US'.'' 22,400 USD 190.6 187.1 187.6 65.fi 65.2 65.2 6.3 6.6 6.5 4.3 4 2 4.3 4.3 42 4.2

Sempra Energy y\ j.-A 13.360 USD 122.5 121.0 1183 55.1 54 8 542 5.1 54 54 4.2 4.1 39 3.5 35 34

CenterPoint Energy Inc CM- U'-'. 8.700 USO 193.3 1760 162.2 65.9 638 61.9 4.2 44 44 4.6 4.5 4.3 5.0 4.8 m
SCANA Corp y fUJS-i 6,244 USD 134.3 1315 1332 57.3 568 57 1 4.4 42 40 4.6 48 49 3.4 3.2

W

Average 160.2 153.9 150.3 61.0 602 59.6 5.0 5 2 51 4.4 4.4 4.4 4.1 3.9 39

NiSource Inc N! US 8.834 USD 150.1 159.4 168.5 60.0 61.5 62.8 4.1 4.0 4.0 5.2 5.2 5.3 3.8 4.1 42

Liquidity Analysis

Market Cap
Cask pei

Dompjny/licker |M>I| 2013

Dominion Resources Inc U 40.570 USD ; 043

Sempra Energy : Rl uS-'- 23.570USD ; 3.65

CenterPoim Energy Inc E 'v1 US-'. 10.164 USD ' 1.40

SCANA Corp SC 11 A 7.006 DSD 1.49

Average : 1.74

NiSource Inc Ivt US 10,958 USD 0.11

Share Cunent (alia Quick Ratio

7014ft) 2015)6) 2013 7014)6) 7015)61 2013 701H6)

0.45 0.49 0.68 0 70 071 0.54 0 54

1.62 2.02 0.87 095 0 95 0.77 084

1.47 1.90 1.00 1.02 1.09 0.86 0.89

2.13 2.17 0.90 0 94 0.97 0.68 0 73

1.42 164 0.86 0 90 0.93 0.71 0.75

0.62 0.52 0.68 0.75 0.77 0.52 0.59

' Cash/Sbon*TenA Debt Payoul Ratio %

7015)6) 2013 70141c) 7015)6) ■ 2013 7014(6) 70)516)

055 0.06 0 07 0 07 . 67.5 68 3 69 9

084 0.48 0.40 051 61.0 58.4 560

0.96 1.21 1.27 165 69.3 68 6 698

0 75 0 25 0 34 0 35 59.6 58.8 53.7

0 78 0.50 0.52 0.65 : 64.4 635 636

0.60 0.D3 0.16 0.73 . 57.8 61.9 59.5

?ou AM Rights Resarveo Mormfigsia’s C'«it & Rc'sea({«<s pftxiucptf yiflotiorciJ frr Morrimg'rat inc. wri>ch is w iMi (I S S«g;iii«j and bch-v.jcCiinwnistion 4% a ta:«or .viy Recoon wd S;j*iitiC4I 0’ganj«:<o/
rNnSRn UmciS utrtcrwiK ptCMdrt a *Eparaie jgtPfVTirni, yet; rr.iy lav ih s report ^tnly m itic C0unr7«n wtiirh its original cislnliotoi n b-'.fd I tie mljririatiOn. flata. an.ily'*s d'd rp mirti* pif rented nciCiri CuhOi iort:iiJjf‘ nvcsirenr j^vice aie provideC? 
•oiely ip' pr.jt pjrpcr.rt arMire'itfors art nut »r pMur tc buvor sr-H a secunty enij a'P not wa/rented to be C0fr5«i. complitfe cm aicu'Jit Tn* opirnixis^iyi'ss.idj dre n o' rne caie wmupr anj are 5ub«t ruchni^ wi'*i[«n mimp \ «c«t as cthcrwisF
ipayirt tv Mo«r»rfl*.i3i vhall not ot» lesoctfiS'Wf fu* shy trsd^cosMcny. Carnages o« otnet tesuhmg fiom, u« ttlaied io :tc irtVmjn&n aia a^iy.wot cpinipris o» then u« uiiarjationcoriJ^t-cf cairns > crcoNi»»a7 :i'o<n'ti of 
Vcrv'ijm* “ay ny: »'fpfoCutcd ^•*ctan.o*-.r^o*'<a^rfnaAVt drtfwr theCMiCF wrtner.ttvueMtp Vcr-iigsiar Ioo'J;r•LD't'Hs til *t 3J?t96*f*00 tpi-cens?nf pjejai *dj|.i
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Research Methodology for Valuing Companies

IHinRNING!HllR‘

Components of Our 
Methodology

► Economic Moat1'-'Riiliau 

* Moat Trenrin’' Ration

► Moat Valuation

► Three-Stage D-scnuntfC 

Cosh Plow

► Weighted Average Cost 

of Capilal
► Pan Value Esiimatr

► Scenario Analysis
► Uncertainty Raliocc

► Matcnai Salyt-i

► Citnsitler Biiying/Selling

► Siewaulshiji Raimg

The Morningstar Rating for stocks identifies companies trad

ing at a discount or premium to our analysts’ assessment of 

theii fair value. A number of components drive this rating: (11 

our assessment of the firm's economic moal, (2) our estimate 

of the stock's intrinsic value based on a discounted cash-flow 

model, (3) the margin of safely bands we apply to our Fair 

Value Estimate, and (4) the cunent stock price relative to our 

lair value estimate.

The concept of the Morningstar Economic Moat!M Rating 

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 Moal Trend™ 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-aveiage 

returns on capital; and (2) some competitive edge that pre

vents these returns from quickly eroding. The assumptions 

we make about a firm's moat determine the length of "eco

nomic outperformance" that we assume in the latter stages

of our valuation model. We also quantify the value of each 

firm's moat, which represents the difference between a firm's 

enterprise value and the value of the firm if no future net in

vestment were to occur. Said differently, moat value identi

fies the value generated by the firm as a result of any future 

net new investment. Our Moat Trend Rating reflects our as

sessment of whether each firm's competitive advantage is 

either getting stronger or weakei, since we think of moats as 

dynamic, rather than static.

At the heart of our valuation system is a detailed projection 

of a company's future cash flows. The first stage of our three- 

stage discounted cash flow model can last from 5 to 10 years 

and contains numerous detailed assumptions about various 

financial and operating items. The second stage of our mod

el—where a firm's return on new invested capital (RONIC) 

and earnings growth rate implicitly fade until the perpetuity 

year—can last anywhere from 0 years (for no-moat firms) to 

20 years [for wide-moat companies). In oui third stage, we 

assume the firm's RONIC equals its weighted average cost of 

capital, and we calculate a continuing value using a standard

Morningstar Research Methodology for Valuing Companies

Company

Valuation
Uncertainty

Assessment

'k'k'k'k'k

'k'k'fc'k

'k'k'k

★

3B

Analysl cuuriucis Strengiii i.if compmiirve Analyst consolers

tuinpariy and advantaiiu is rated: [Hist tinnnnnl results

mriurirv resfir.rch' None, Nriimw, fir Wide and focuses on

► 1 inanciai sratement 

analysis

Advantages that confet

an ecnnofT:ic moal:

cninpaiiiivo iinsiiion 

anti future prospects 

to forecast fuium

► Channelchncls High Switching Costs cash flows.

► Trade-shuvv visits

► Industry and company 

reports and journals

iMicrosoft)

Cost advantage

(Wal-Man)

Assumptions are 

entered into

Mornmii',tar's

► Confeience tails
Intangible assets

(Johnson & Johnson)

proprietary discounifril 

cfish-llo.v model.

* Ivlanagerrient and 

site visits
Network Effect

(Masterctirdl

Efficient Scale

!l octJieed Martin)

Analyst usas a The snalyst rhen eval- The cunent stock pries

iliscciunieri cash-flow imies the range i;t relative tn Mcirninqstar's

model Id develop [Uiieiitial iiilunsir: Fan Value Estimate.

a Fair Value Estimate. values for the ccmpanv adjusted 101 uncertainty.

which serves as the iind sssiqn? an determines the

foundation tai Uncertainty Rating' Law. Morningstar Rating

the Morningstar Medium, Ruth, to; stocks.

Rating fw stocks Very High, ar Lxirem;

The MoriiuKistm Rating

The Uncertainly Rating for stocks is iipdaied
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hniore wo '.vonhl rec
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The higher tire uncer
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Detailed Methodology 

Documents and Materials*

► Ccinpiehersive

Euuilv R'tsearr.h Melliodolugy

► Uncetld.nty Melliockiltxjy

► Cost o! Eiiiiiiy Methodaloyy

► Momingstsr DCf 

Valuation I\4o<Jb1

► SiewaidshiF Rat'itg 

Meihodology

‘ ivx.t.y-i;:ib-

iBii'r.yntBtv-jto' lihTf 

r-'iiirw’.-.-'i

perpetuity formula. In deciding on the rate at which to dis

count future cash flows, we ignore stock-price volatility. 

Instead, we rely on a system 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 sources and the firm's fixed cost structure.

We also employ a number of other tools to augment our valu

ation process, including scenario analysis, where we assess 

the likelihood and performance of a business under different 

economic and firm-specific conditions. Our analysis typically 

model three to five scenarios for each company we cover, 

stress-testing the model and examining the distribution of 

resulting fair values.

The Morningstar Uncertainty Rating captures the range of 

these potential fair values, based on an assessment of a 

company's future sales range, the firm's operating and fi

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 setting our consider buying/con- 

sider selling prices. Firms trading below our consider-buyincj 

prices receive our highest rating of five stars, whereas firms 

trading above our consider-selling prices receive our lowest 

rating of one star.

Our 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 holder's perspective. Ratings 

are determined on an absolute basis. Most companies will 

receive a Standard rating, and this is the default rating in 

the absence of evidence that managers have made 

exceptionally strong or poor capital allocation decisioa^B

Morningstar Margin of Safety and Star Rating Bands

Price/Fair Value

':-,v ‘heriuii riini'i V;.fv 1

Uiicenaintv Haring

' Oy-wu vJ* lbBV.kU:'.-i ‘a lu'L'tt.rM-i. ir, .vi.c!; Lacfc Lii'e.'aj
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Morningstar s Approach to Rating Corporate Credit

Moiringsiar Cori>ora:e Cred.; Hawig MORlfiSIi

► Offers a proprietary 

measure of the credit qual

ity of companies on our 

coverage list.

► Encapsulates our in-depth 

modeling and quantitative 

work in one letter grade

*■ Allows investors ro rank 

companies by each of 

the four underlying com

ponents of our credit 

ratings, including both 

analyst-driven and 

quantitative measures

► Provides access to all 

the underlying forecasts 

that go into the rating, 

available through our insti

tutional 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 of free cash flow

► Annual forecasts of return on invested capital

► Scenario analyses, including upside and downside cases

► Forecasts of leverage, coverage, and liquidity ratios 

for five years

► Estimates of off balance sheet liabilities

These forecasts are key inputs into the Morningstar 

Corporate Credit Rating and are available to subscribers 

at select.morningstar.com.

Methodology

We feel it's important to perlorrn credit analysis through 

different lenses—qualitative and quantitative, as well as 

fundamental and market-driven. We therefore evaluate 

each company in four broad categories.

Business Risk

Business Risk captures the fundamental uncertaintyaround 

a firm's business operations and the cash flow generated 

by those operations. Key components of the Business Risk 

rating include the Morningstar Economic Moaf Rating and 

the Morningstar Uncertainty Rating.

Cash Flow Cushion'"

Morningstar's proprietary Cash Flow Cushion"' ratio is a 

fundamental indicator of a firm's 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 Determining Corporate Credit Ratings

company and 

industry research

• Management interviews

• Conference calls

• Trade show visits

• Competitor, supplier, 

disttitiutai. and 

customer interviews

• Assign Economic 

Moat"* Rating

Analyst considers 

company financial 

siatements 

and competitive 

dynamics to 

forecast future 

free casli 

flows to the fnm.

Analyst derives 

estimate of Cash

flow Cushion"'.

Analysis run bull 

and bear cases 

through the model 

to derive alternate 

esliniiUes ot 

enterprise value.

Based on compet

itive analysir., 

cash-flow fore

casts. and 

scenario analysis, 

the analyst 

assigns 

Business Risk.

We gauge a firm s 

health using 

quantitative tools 

supported by our 

own backtesting 

and academic 

research

Motningstar 

Solvency Score'1' 

Distance to Defauli

Senior personnel 

review each 

company to

determine rhe

npprupiiait: filial 

credit rating.

• Review modeling 

assumptions

• Appiove 

company-specific 

aujusimcnls

ccr.

cc

AAA Extremely Low Default Risk 

AA Very Low Default Risk 

A low Default Risk 

B88 Moderate Default Risk

BB Above Average Default Risk 

B High Delault Risk 

CCC Currently Very High Defauli Risk 

CC Currently Extreme Default Risk

C Imminent Payment Default 

D Payment Default

UR Under Review 

UR+ Positive Credit implication 

UR- Negative Credit Implication

CMu-r.ngiti.-’0>« MorfumVi C-e.M BjiinipS Hes»£iUir: piKijciw mcnlii>rMh M-jcnn;-.Uf l»;. «ntn .5 .'jr isjisiired «i-*i rhr-u S Si-u M.-unt‘>n.iw. Ccr.nssw « aVaiia-.jivneiMn'iad Snmi 1 iiKarmri 1. iqj-./anwi Paar 18 o' IS
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Morningstar s Approach to Rating Corporate Credit

Moinin(|siai Co'porale Credil Ravng
MORI

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 firm derived from Morningstars 

proprietary discounted cash flow model. By making 

standardized adjustments for certain expenses to reflect 

their debt-like characteristics, we can compare future 

projected free cash flows with debt-like cash commitments 

coming due in any particular 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.

Morningstar Solvency Score™

The Morningstar 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 profit per unit of input), 

capital structure (how does the company finance its 

operations), and interest coverage (how much of profit is 

used up by interest payments).

Distance to Default

Morningstars 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 firm's leverage (ratio of Enterprise Value to 

Market Value), the percentile of a firm's equity volatility 

relative to the rest of the universe and the inteiaction of 

these two percentiles. This is a proxy methodology for the 

common definition of Distance to Default which relies on 

option-based pricing models. The proxy has the benefit of 

increased breadth of coverage, greater simplicity 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 / Good / Fair / Poor / Very Poor.

Overall Credit Rating

The four component ratings roll up into a single prelim

inary credit rating. To determine the final credit rating, 

a credit committee of 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.

Investor Access

Morningstar Corporate Credit Ratings are available on 

Morningstar.com. Our credit research, including detailed 

cash-flow models that contain all of the components of the 

Morningstar Corporate Credit Rating, is available to 

subscribers at select.morningstar.com.
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2Q14 Operationally on Point; Pipe Projects Progress

Event
N! reported 2Q14 core RPS of $0.25, in line with consensus and $0.02 above our 

$0.23 estimate. With operations/EBITDA collectively on point, the beat to us 

came from interest and taxes. Key takeaways: I) 2014 guidance was narrowed to 

the upper half of the previous $ 1.61 -S1.71 range, indicating a new range of $ 1.66- 

$1.71 (we now reside at $1.71 post this $0.02 beat): 2) a potential M1„P remains 

under review, and we still anticipate an announcement by the end of this quarter at 

Nl’s upcoming analyst day; 3) the -SI.5B Leach/Rayne 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 Marcellus/Utica, 

albeit smaller, in the $60mrn area. That, along with ongoing discussion for a 

potential expansion of the Big Pine Gathering System, demonstrates Nl*s ability 

to continue to layer in additional growth tied to its established footprint in this 

region, which also would benefit a potential MLR; 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 result, 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.

Impact & Analysis
Owing to the 2Q beat, we are increasing our 2014 estimate by $0.02 to $1.71. We 

have also reworked our model for the expected Leach/Rayne projects to include 

AFUDC, which will add an incremental -$0.04/ycar of noncash EPS until in 

service in 4QI7. 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
Wc are reaffirming our Market Perform rating and $38 price target, although we 

note WB Express represents another $1/share of upside optionality.

Price (31-Jul) 537.68 52-Week High $39.70
Target Price $38.00 52-Week Low $28.85

NiSourc© Inc- (NI)

Puce High Low Oo**tUSl) rAavngi/Sha'etuSS)

•-,rt'rrLf
.........

IP

' V-E'

,74'

2012 2013 2014
Lasi Data Pomi July 26

(FY-Dec.) 2012A 2013A 2014E 2015E
EPS $1.44 $1.57 SI.71] $1.81]
PIE 22 Ox 20.8x

CFPS $4.31 $4.37 $4.51] $4.25
P/CFPS 8.4x 8.9x

Rev. ($mm) $5,091 $5,657 $6,336 $6,563
EV ($mm) $14,955 $16,838 $16,838 $16,836
EBITDA (Smm) $1,615 $1,745 $1,918 $2,037
EV/EBITDA 9.3x 9.6x 8.6x 8.3x

Quarterly EPS Q1 Q2 Q3 Q4
2012A $0.73 $0.23 $0.05 $0 44
2013A $0.69 SO 23 $0.18 $0.47
2014E $0 82a $0 25a $0.16 $0 48

Dividend $1.00 Yield 2.7%
Book Value $18.21 Price/Book 2.lx
Shares O/S (mm) 313.3 Mkt. Cap (mm) $11,805
Float O/S (mm) 310.8 Float Cap (mm) $11,712
Wkly Vol (000s) 9,677 Wkly $ Vol (mm) $326.7
Net Debt(Jmm) $6,740 Next Rep. Date na

Notes: All values in US$
Major Shareholders:
First Call Mean Estimates: NISOURCE INC (US$) 2014E: $1.69; 
2015E: $1.82

Changes Annual EPS Annual CFPS
2014E $1.69 to $1.71 2014E $4.45 to $4.51

____________ 2015E $1,77 to SI 81__________________________

Please refer to pages 7 to 10 for Important Disclosures, including the Analyst’s Certification.
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2Q14 at a Glance

Nl reported 2QI4 adjusted EPS of SO.25 in line with consensus and SO.02 above our $0.23 

estimate. Primary deltas to our estimate along with business segment summaries are detailed 

below:

Pipes on target. EBIT of SI 04 million was in line with our estimate. Of note, total throughput of 

322 MMDth increased 12% y/y, mainly due to favorable pricing conditions to third-party 

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 2% y/y, mainly due to higher industrial throughput.

-$0.01 Electric. Adjusted EBI T 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 

4,26! GW hours decreased 5% y/y, 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.

+$0.01 Interest. Interest expense of $109 million was lower than our $112 million estimate.

+$0.01 Taxes. The effective tax rate of 33% was lower than our 35% estimate.

Major Project Update

Leach Express & Rayne Express

With an estimated capacity of l .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 $I.I-l.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, Nl previously received strong customer interest from its non-binding open seasons for 

both the Leach and Rayne pipeline projects, and currently. Nl 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.Ox deployment), which 

provides ~$2/share of NPV (included in our $38 price target).

Page 2 • July 31.2014 BMO CupituI Mar
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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 eastern and western markets. Although it is still early in the process, 

this project could be another ~$1 billion of investment given its size/scope (similar to Leach 

Express), which suggests over $ I/share of additional upside. Notably, NI previously received 

strong customer interest from a non-binding open season for this project, and currently, Nl 

remains in active discussion with potential customers. We look for more detail by the end of this 

quarter.

Page 3 • July 31.2014
BMO (jfcP Capital Markets
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Exhibit 1: NiSource Income Statement
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Exhibit 2: NiSource Cash Flow Statement
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Exhibit 3: NiSource Balance Sheet
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NiSource Inc. (Nl)

800
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200

1995

<—

Quarterly Price {USS)

V<<-'
2000 2005 2010

Revenue / Share - (USS> 
Price / Revenue

llff fi ffRnirnnhnm

EPS (4 Qlr Trailing)-(USS) 
Price / Earnings

1995

45

35 40

30

Target Price(US$) 

Share Prrce(USS)

jr*9

Nt Relative lo S&P 500

BMO 2014FY EPS ( Jul 14 = 1.69 USS)
Firsl Call 2014FY Cons.EPS ( Jul 14 = 1.69 USS)

—i1—.—t . . i

BMO 2015FY EPS ( Jul 14 = NA USS)

First Call 2015FYCons.EPS(Jul 14= 1.82 USS)

2012

45

40

35

30

25

20

15

160

140

120

100

80

1.7

1.6

1 8 

1.7

Fve EPS P/E DPS Yield”/. Payout BV P/B ROE
(Dec.) USS HI - Lo USS HI - Lo % USS Hi ■ Lo %

1992 1.00 13.5 11 3 0.62 5.5 4.6 62 7.9 1.7 1 4
1993 1.16 15.0 10.7 0.72 58 4.1 62 8.3 2 1 1.5 14
1994 1.24 13.3 10.5 0.78 6.0 4.7 63 8.7 1.9 1 5 15
1995 1.36 14.2 10.4 0.84 59 4.4 62 9.0 2.1 1.6 15
1996 1.43 14.1 123 0.90 5.1 4.5 63 9.2 2.2 1.9 16
1997 1.53 16.3 12.4 0.96 5.1 3.8 63 10.2 2.5 1.9 16
1998 1.59 21.2 14.4 1.02 4 5 30 64 9.8 3.5 2.3 16
1999 1.52 20.4 10.8 1.08 66 3.5 71 10.9 2.8 1.5 15
2000 1 89 16.7 6.7 1 08 8.5 3.4 57 166 1.9 08 14
2001 1.30 25.0 14.0 1.16 6.4 3.6 89 168 1.9 1.1 8
2002 2.00 12.5 7.3 1.16 80 4.6 58 20.1 1.2 0.7 11
2003 1.60 13.7 10.2 0.92 5 6 4.2 58 16.8 1.3 1.0 9
2004 1.61 14.2 12.2 0.92 4.7 4.0 57 17.7 1.3 1.1 9
2005 1.42 18 0 14 4 092 4.5 3.6 65 18 1 1 4 1.1 6
2006 1.43 19.6 13.6 0.92 4.7 3.3 64 18.3 1.5 1.1 8
2007 1.38 20.3 12.7 0.92 53 3.3 67 18.5 1.5 09 7
2008 1.27 15.6 8.1 0.92 8.9 4.6 72 17.2 1.1 06 7
2009 1.06 14.9 7.3 092 11.8 5.8 87 17.6 09 04 6
2010 1.22 14.7 11.6 0.92 65 5.1 75 17.7 1.0 0.8 7
2011 1.33 18 0 12.7 0 92 55 3.8 69 17.7 1.4 0.9 8
2012 1.44 182 150 0.95 4.4 3.7 67 17.9 1.5 1.2 8
2013 1.57 21.3 153 1 00 4.2 30 64 18.8 1.8 1.3 9

Range': 25.0 6.7 11.8 30 35 04

Current' 1.70 23.1 1 04 2.6 61 18.2 22 9

Nl - Rating as of 26-Jun-08 = Mkl

Growlh(%): 
5 Year 85 2.5 1.1

10 Year. 1.1 1.2 08
20 Year: 1.7 1.9 4.0

• Current EPS is the 4 Quarter Trailing to Q1/2014.
• Valuation metrics are based on high and low for the fiscal year.
' Ra<vje indicates the valuation range for the period presented above. Last Price ( July 29. 2014). $38.85 

Sources- 1HS Global Insight, Thomson Reuters. BMO Capital Markets.
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Analyst’s Certification

I, Carl Kirst. CFA. hereby certify that the views expressed in this report accurately rcllcct my personal views about the subject securities or issuers. 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 

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 of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.

Analysts employed by BMO Nesbitt Burns 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 2711 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 affiliate received compensation for products or sendees other than investment banking services within the 

past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB. 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 Targct/Valuation

Methodology: Our target price for N1 is based on a sum-of-the parts valuation. We individually value each one of NTs 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 12-month price target for N1 include: I) 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)

Rating

Calegorv BMO Ratine

BMOCM US 

Universe*

BMOCM US 

IB Clients**

BMOCM LIS 

IB Clients***

BMOCM

Universe****

BMOCM

IB Clients*****

Starminc
Universe

Buv Outperfonn 44.1% 21.1% 67.5% 43.3% 58.6% 55.4%

Hold Market Perform 50.9% 8.4% 31.3% 51.2% 39.9% 39.5%

Sell Underperform 5.0% 3.4% 1.3% 5.5% 1.5% 5.1%

* Rcfiects 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 tor Investment Banking services as 

percentage within ratings category.

*** Reflects rating distribution of ail companies from which BMO Capital Markets Corp. has received compensation for Investment Banking 

services as percentage of Investment Banking clients.

**** Rcfiects 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 ami Sector Key (as of April 5, 2013):

We use the following ratings system definitions:

OP = Outperform - Forecast to outperfonn the analyst's coverage universe on a total return basis

Mkl = Market Perform - Forecast to perfonn roughly in line with the analyst's coverage universe on a total return basis

Uml = 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 currently restricted.

mHi Capital Mark<r
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BMO Capital Markets’ se'en Top 15 lists guide investors to our best ideas according to different objectives (CDN Large Cup. 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):

http://researchalobal.hnKicanitaltnarkels.com/doetimciits/2013/nrior rating svstem.pdf

Other Important Disclosures

For Other Important Disclosures on the stocks discussed in this report. please go to 
http://rescarchglobal.binocapitalmurkcts.com/Public/Comnanv Disclosure Public.aspx or write to Editorial Department. BMO Capital Markets. 3 

Times Square. New York. NY 10036 or Editorial Department. BMO Capital Markets. 1 First Canadian Place. Toronto. Ontario. M5X 1113.

Dissemination of Research

BMO Capital Markets Equity Research is available via our website htins://rcsearch-
ca.hmocapitalmarkets.com/l>ublic/Scciirc/Lngin.asn\7ReHirnUrl=/Membcr/Mome/KesearchHome.aspx. 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 internally and externally 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 ILK. 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 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 arc 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 of individual 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 Burns Inc. furnishes 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 of the securities included in this report should do so through BMO 

Nesbitt Bums Inc.
The following applies if this research was prepared in whole or in part by Andrew Breiehmanas. 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 linn 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 1% 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 if such ownership exceeds 5% of the equity of the 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 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 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the "Order') or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant 

persons"). The contents hereof are not intended for the use of and 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 offering a range of retail banking, wealth management, and investment and 
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and 
commercial banking clients are served by BMO Harris Bank N.A. (Member FDIC). Investment and corporate banking services are provided in Canada and the US 
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A. (Member 
FDIC), BMO Ireland Pic, and Bank of Montreal (China) Co. Ltd. and the 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 Protection 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 elsewhere.
TM Trademark Bank of Montreal

■©COPYRIGHT 2014 E1MO CAPITAL MARKETS CORP 

A member of BMO O Financial Group
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NiSource Inc (Nl)

Results: 2Q EPS In-Line; Investor Day in September Highlighted

■ 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.Imn rose by $24.4mn yoy.

■ 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.

a Columbia Pipeline — Reported operating income of $103.7mn vs. our estimate of 

$117.7mn. Higher demand margin revenue from growth projects was short of 

expectations.

□ 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.

b Investor Day 2014 — Nl plans to host an Investor Day on Sep. 29. Details 

forthcoming. On the call, 2014 EPS guidance was reiterated at $1.6t-$1.71. 

Management expects to deliver in the upper half, in line with our reiterated $1.69 

estimate.

b Leach and Rayne — Management said to expect details about the project soon, 

likely at the Investor Day. We believe that $1.0 - $1.5bn 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 witl 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 project is not 

currently reflected in our model, but would likely add $2-3 per share.

b Implications — We remain at a $40 target price and Neutral rating.

Neutral 2
Price (31 Jul 14) US$38.22

Target price US$40.00

Expected share price return 4.7%

Expected dividend yield 2.7%

Expected total return 7.4%

Market Cap US$12,035M

Price Performance 

(R1C: NI.N, BB: Nl US)

USD

30 31 31 30
Scr Dec Mar Jun

EPS Q1 Q2 Q3 Q4 FY FC Cons
Faisel Khan, CFA

♦ 1-212-816-28252013A 0.69A 0.23A 0.17A 0.47A 1.56A 1.58A

2014E 0.62A 0.25A 0.16E 0.46E 1.69E 1.69E faisel.khan@citi.com

Previous 0.82A 0.25E 0.16E 0.46E 1.69E na Blake Clayton, Ph D.

2015E 0.87E 0.32E 0.20E 0.49E 1.88E 1.82E Wakeclayton@citi.com

Previous 0.87E 0.32E 0.20E 0.49E 1.88E na

2016E 0.87E 0.34E 0.24E 0.53E 2.00E 1.96E

Previous 0.87E 0.34E 0.24E 0.53E 2.00E na

Source: Company Reports sod dataCenlral, Citi Research. FC Cons; First Call Consensus.

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.

Citi Research is a division of Citigroup Global Markets Inc. (the 'Firm'), which 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 objectivity of this report. Investors should constder this report as only 
a single factor in making their investment decision. Certain products (not inconsistent with the author's published research) are available only on Citi’s portals.

citivelocity.com
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Figure 1. Nl 2Q14 Quarterly Earnings

Gas Distribution

Citi Actual Actual
Actual Estimate Actual Actual Chance Q-o-Q Actual Channe Y-o-Y
2014 2014 Delta (%1 1014 Unit Delta 1%) 2013 Unit Delta («X.t

Sales Revenues 6195 619 9 0% 1543 9 (924 4) -60% 572 4 47.1 8%
Cost of Qas Sold 757 7 767 5 •4% 923 0 fftfiS ft! -72% 239 1 18 1 R"A

Net Revenues 362 3 352.5 3% 6209 (258 6) -42% 333.3 29 0 9%

Operaling Income

Sales and Transportation Volumes {MMOIh)

62 5 74 4 -16% 280 1 (2176) -70% 500 125 25%

Residential 350 1565 (121.5) -70% 348 02 1%
Commercal 27 4 90 1 (62.7) -70% 27.0 04 1%
Industrial 121.7 1368 (15 D -11% 1134 83 7%
Ofl-Ryslem and Olher 139 145 (0 6) -4% 186 (47] -25%

Total (Including Weather Adjust.) 1980 397 9 (199 9) -50% 193 8 42 2%

% Warmer (Colder) lhan Normal •7% -6%

Customers
Residential 3051.3 3094 4 (43 1) -1% 3035 5 158 1%
Commercial 278.8 283 0 (4 2) •1% 278 2 06 0%
Industrial 75 76 (0 1) -1% 7.5 00 0%
Olher 00 00 (0 0) 0% 00 00 0%

Total Customers 3337 6 3384 9 (47 3) -1% 3321 2 16 4 0%

Gas Transmission and Storage

Transportation Revenues 181 5 217.1 -16% 222 3 (40 8) -18% 171.6 99 6%
Net Revenues 343 5 286 8 20% 345 6 (2.1) -1% 273 8 69 7 25%

Operating Income

Throughput (MMDlh)

103 7 117.7 -12% 141.5 (37.6) -27% 88 9 14 8 17%

Columbia Transmission 1942 459 5 (265.3) •58% 1966 (2.4) -1%
Columbia Gulf 1454 184.9 (39.5) -21% 169 8 (24 4) -14%
Crossroads Pipeline 35 57 (2.2) •39% 3 3 02 6%

Inlemersnent Eliminations 1216) (61 6) 40 0 •65% (81 4} 59 8 -73%
Total Throughput 321 5 588 5 (267,0) -45% 288 3 33.2 12%

Electric Operations

Sales Revenues 402.4 375 4 7% 445 7 (43 3) -10% 385 1 173 4%
Co?! nf Sales 146 3 17ft 1 14% 180 4 (34,1) -19% 141 3 50 4%

Net Revenues 256.1 247 3 4% 265 3 (9 2) -3% 243 8 12.3 5%

Operating Income

Sales (GWh)

598 59 6 0% 74 2 (14 4) •19% 59 5 03 1%

Residential 793 2 772 9 3% 896 2 (103 0) .11% 769 1 24.1 3%
Commercial 9649 947.3 2% 935 5 29.4 3% 942 6 22.3 2%
Industrial 2455 0 2267.6 6% 2607 1 (151.3) •6% 2256 3 199 5 9%
Wholesale 12.1 56 0 -78% 311.6 (299 7) -96% 494 7 (482 6) -98%
Other .14 9 77 0 29% 33 4 5 4% 27 0 7.9 29%

Total (Including Weather Adjustment) 4260 9 4070 8 5% 4784 0 (523 1) -11% 4489 7 (228 8) •5%

Customers
Residential 401.7 403 2 0% 402.7 (1 0) 0% 401.2 0 5 0%
Commercial 543 54 5 0% 54 4 (0 1) 0% 542 0 1 0%
Industrial 2.4 24 1% 24 00 1% 2 4 00 1%
Wholesale OB 0 7 10% 07 0 1 10% 07 0 1 10%
Qther 20 22 0% 00 00 20% 03 00 22$t

Total 459.1 460 7 0% 460 2 (11) 0% 458 5 06 0%

Corporate/Other

Operating Income (6 9) H 5) 53% (3 6) (3 3) 92% (4 5) (24) 53%

Consolidated Financial Results

Gross Revenues 1335 0 1282.1 4% 2335 2 (1000 2) •43% 1231 3 103 7 8%

Cosls of Sales (ex D&A) 371.7 395 6 •6% 1103 5 (731.8) -66% 380 5 (8 8) -2%

O&M 533 1 417.1 28% 507 0 26 1 5% 455 9 77 2 17%
D&A 149 1 172.5 -14% 1459 32 2% 141 5 76 5%
Non-inrnme Taxes 734 59 1 24% 565 I23_D -24% 67 6 58 9%

Total Operating Expenses 755 3 648 7 16% 749 4 59 1% 665 0 903 14%

Operating income 219 1 240 6 -9% 492 1 (273 0) -55% 193 8 25.3 13%

Income Taxes 39 6 44 5 -11% 146 1 (106 5) •73% 327 69 21%

Net Income from Continuing Ops 77.9 79.1 •1% 257.9 (180.0) -70% 72.4 5.5 8%

EPS $0.25 0.25 0% $0.82 (0.57) -70% $0.23 0.02 8%

Source: Citi Research
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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 offset 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, which 

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, tariffs 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 earnings (5) Uplift 

from an MLP - Currently, we have not modeled an MLP directly into our model.
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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 of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst. 
Each of these analyst(s) certify, with respect to the section(s) of the report 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 part of the research analyst's 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

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of NiSource Inc.

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from NiSource 

Inc.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from NiSource Inc in 

the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): NiSource Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment
banking, securities-related: NiSource Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment
banking, non-securities-related: NiSource Inc.

Analysts’ compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its 
affiliates ("the Firm'). Like all Firm employees, analysis receive compensation that is impacted by overall firm profitability which includes investment banking 

revenues.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product ('the 
Product'), please contact Citi Research, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance [E6WYB6412478]. In 
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's 
disclosure website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. Valuation and Risk assessments can be found in the text of the 
most recent research nole/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citi Research Equity Ratings Distribution
12 Month Rating Relative Rating

Data current as of 30 Jun 2014 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 49% 40% 12% 0% 100% 0%

% of companies in each ratinq category lhat are investment banking clients 55% 53% 46% 0% 54% 0%
Guide to Citi Research Fundamental Research investment Ratings:
Citi Research stock recommendations include an investment 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, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return 
("ETR') and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The 
Investment 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 Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment 
catalysts 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, 
thus, not derive an ETR. Analysts may place covered stocks "Under Review' in response to exceptional circumstances (e.g. lack of information critical to the 
analyst's thesis) affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will 
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our 
ratings distribution table for our 12-month fundamental rating system. However, we reiterale that we do not consider Under Review to be a recommendation.

Prior to May 1,2014 Citi Research may have also assigned a three-month relative call (or rating) to a stock to highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the geographic and industry 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 that was anticipated to have a short-term price impact on the equity securities of 
the 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-term view. This three-month view may have been different 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-disclosure rules, most 
preferred calls corresponded to a buy recommendation and least preferred calls corresponded to a sell recommendation. Any stock not assigned to a most
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preferred or feast preferred call was considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we 
corresponded 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 recommendation.

Prior to October 8, 2011, the firm’s stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both 
price volatility and fundamental criteria, were: Low (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 response to exceptional circumstances (e g. lack of information critical to the analyst's thesis) 
affecting the company and/or trading in the company’s securities (e g. trading suspension). Stocks placed 'Under Review' were monitored daily by 
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets 
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-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) (0%-10% for Low-Rtsk stocks, 0%-15% 
for Medium-Risk slocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging 
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy(1) (expected total return of 15% or more for 
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for 
Low-Risk stocks, 10%-20% for Medium-Risk stocks. 15%-3Q% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low- 
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading 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 below other than those identified 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 subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below; 

Citigrqup_Global Markets Inc Faisel Khan, CFA; Blake Clayton. Ph.D.

OTHER DISCLOSURES ‘ '

The subject company's share price set out on the front page of this Product is quoted as at 31 July 2014 09:54 AM on the issuer's primary market.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(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 the 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 of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The 
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

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 corresponding dividend payment lor 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 Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Globa! 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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Important Disclosures for Bell Potter Customers: Bell Potter is making this Product available to its clients pursuant to an agreement with Citigroup Global 
Markets Australia Pty Limited. Neither Citigroup Global Markets Australia Pty Limited nor any of its affiliates has made any determination as to the suitability 
of the information provided herein and clients should consult with their Bell Potter financial advisor before making any investment decision.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed 
by. The Product is made available in Australia through Citigroup Global Markets Australia Pty Limited. (ABN 64 003 114 832 and AFSL No. 240992), 
participant of the ASX Group and regulated by the Australian Securities & Investments 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 ail financial product advice to Australian Private Banking wholesale clients through bankers and relationship 
managers. If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private 
Bank in Australia. Citigroup companies may compensate affiliates and their representatives for providing products and services to clients. The Product is 
made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM • Comissao de Valores Mobiliarios, BACEN - Brazilian 
Central Bank, APIMEC • Associapao dos Analistas e Profissionais de Investimento do Mercado de Capitals and ANBID - Associapao Nacional dos Bancos 
delnvestimento. Av. Paulista, 1111-11° andar-CEP. 01311920- Sao Paulo - SP. If the Product is being made available in certain provinces of Canada by 
Citigroup Global Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, 
Toronto, Ontario M5J 2M3. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is 
regulated by the Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is distributed in Germany by Citigroup 
Global Markets Deutschiand AG ("CGMD’), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, Reuterweg 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 its content. Citigroup Global Markets Asia 
Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong Kong Branch, for its 
clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank 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 Kuria Complex, Bandra East, Mumbai -400051 Corporate 
Identity Number: U99999MH2000PTC126657 Tei:+9102261759999 Fax:+9102261759961. The Product is made available in Indonesia through PT 
Citigroup Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, Ji. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any copy hereof 
may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable 
capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been registered 
with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market taws and regulations, and may not 
be offered or sold within the territory of the 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 available in Israel through Citibank NA, regulated by 
the Bank of Israel and the Israeli Securities Authority. Citibank. N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel. The Product is made available in 
Italy by Citigroup Global Markets Limited, which is authorised by the PRAand regulated by theFCAand the PRA. Via dei Mercanti, 12, Milan, 20121, 
italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. fCGMJ"), which is regulated by Financial Services Agency, Securities 
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under 
license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website. If 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 by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association 
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea. KOFIAmakes 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 Citigroup Global Markets Korea 
Securities Ltd. http://dis.kofia.or.kr/fs/dis2/fundMor/DISFundMQrAnalvstPop.isD?comDanvCd2=A0303Q&oaoeDi\F02. The Product is made available in 
Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Citibank Building, 
39 Da-dong, Jung-gu, Seoul 100-180, Korea. The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 
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 byAcciones y Valores Banamex, S.A. De C. V, Casa de Boisa, Integrante del Grupo Financiero 
Banamex (’Accivaf) which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. 
Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available to 'wholesale clients' only as defined by s5C(1) of the Financial Advisers Act 
2008 ('FAA') through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as defined by 
the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 
2000. The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities 
Exchange Commission, Pakistan. AWT Piaza, 1.1. ChundrigarRoad, P.O. Box 4889, Karachi-74200. The Product is made available in the Philippines 
through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange Commission. 
20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De 
Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dorn 
Maklerski Banku Handlowego SAan indirect subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego. Dorn Maklerski Banku 
Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa. The Product is made available in the Russian Federation through ZAO Citibank, which is licensed 
to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Central Bank of the Russian 
Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets. Neither 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 
1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10Gasheka Street, 125047 Moscow. The Product is made available in 
Singapore through Citigroup Global Markets Singapore Pte. Lid. (“CGMSPL'), a capital markets services license holder, and regulated by Monetary

6
f

citivelocity.com



GAS-ROR-OIO
NiSource Inc (Nl) Attachment I
31 July 2014 Citi1Rg£@arch

Authority of Singapore. Pleasecontact CGMSPLat 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising 
from, or in connection with, the analysis of 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). The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., 
Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore. Please contact your Private Banker in Citibank N.A., 
Singapore Branch 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 of the substance or in preparation of 
this report. Please contact your Citigold/ZCitigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from 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 office is a! 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South 
Africa, South African Reserve Bank and the Financial Services Board. The investments and services contained herein are not available to private customers 
in South Africa. The Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ('CGMTS’), 14 
and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ('CSTL"), 14 and 15F, No. 1, Songzhi Road, 
Taipei 110, Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and 
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2Q14 Mostly In-Line; Looking Ahead To 
Analyst Day For Deep-Dive Into 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 upper end. Nl expects to spend 
~$2.2Bn 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 risk 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; maintain Neutral: Our $41 TP is based on a Sum of 
the Parts valuation for Nl. (See p.5) Together with a dividend of $1.09, this 
translates to a total return of c.8%, supportive of a Neutral rating on the 
shares. Thus the low risk, high growth reflected in current valuation.

■ Investor Day - Sept. 29,h | NYC: We expect an MLP announcement at or 
ahead of the Investor Day and management to go into further details 
regarding major projects such as Rayne/Leach Xpress, WB Xpress, 
Marcellus/Utica midstream.

Share price performance Financial and valuation metrics
Year 12/13 A 12/14E 12/15E 12/16E

i EPS (CS adj.) (USS) 1.57 1.76 1.94 2 12
Prev. EPS (USS) — 1.72 1.85 2.02

n ’ — P/E (x) 24.1 21.4 19.4 17.8
' — P/E rel. (%) 131.9 126.9 128.9 131.1

*_ Revenue (USS m) 5,657.3 6,439.2 6.898.1 7.565.2
EBITDA (USS m) 1,720.7 1.905.8 2,155.3 2,388.4

Tk... OCFPS (USS) 4.58 4.61 5.07 4.21
On 07/31/14 the S&P SCO INDEX cased at 1930 67 P/OCF (x) 7.2 8.2 7.4 9.0

EV/EBITDA (current) 12.3 11.1 9.8 8.8
Net debt (USS m) 8,807 9.671 10,213 10,818
ROIC (%) 5.07 5.38 5.76 5.91

Quarterly EPS Q1 Q2 Q3 Q4 Number of shares (m) 314.88 1C (current. USS m) 14,693.80
2013A 0.69 0.23 0.18 0.47 BV/share (Next Qtr., USS) 19.3 EV/IC (x) 1.4
2014E 0.82 0.25 0.15 0.52 Net debt (Next Qtr.. USS m) 9.686.3 Dividend (current, USS) 1.0
2015E 0.93 0.27 0.14 0.60 Net debt/tot eq (Next Qtr., %) 161.4 Dividend yield (%) 0.69

Source: Company data. Credit Suisse estimates

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 objectivity of this report. Investors should consider this report as only a single factor in 
making their investment decision.
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Exhibit 1: Quarterly Earnings Variance
EamlnqsVartance .

2Q14 2Q14CS Diff. 2Q13
Actual Estimate Diff. (%) Actual Comments

Segment EBITDA
Gas Distribution 117 118 (D -1% 102 Lost customers
NIPSCO Electric 120 123 (3) -3% 119 Lower than expected GWH
Gas Transmission & Storage 133 142 (9) -6% 115 Higher than expected O&M
Other (1) 4 W NM 0
Total EBITDA (recurring) 368 387 (18) -5% 337

Segment EBIT
Gas Distribution 63 63 (1) -1% 52
NIPSCO Electric 60 61 (2) •3% 59
Gas Transmission & Storage 104 111 (7) -6% 89
Other (7) 1 (7) NM (6)
Total EBIT Irecurrina) 219 236 (17) -7% 194
Interest Expense 109 116 (7) -6% 102
Other Expenses (8) 0 (8) NM (13)
Taxes 40 44 (4) -9% 33
Recurrinq Net Income 78 77 1 1% 72

Diluted Wtd Avg shares outstanding 316 315 1 0% 313

Recurring EPS • Diluted $0.25 $0.24 $0.00 1% $0.23

Dividend per share $0.26 $0.26 $0.00 0% $0.25

Operational Metrics •

Gas Distribution
Total Volumes (MDth) 198 194 4 2% 194
Total Customers 3,337,613 3,388,328 (50,715) ■1% 3,321,238

Electric Ooerations
Total Heating customers (000s) 459,117 458,461 656 0% 458,461

Sales (Gigawatt Hours)
Total 4,261 4,560 (299) -7% 4,490 6% lower y/y

Columbia Pioeline Grouo Ooerations
Total Throughput (MMDth) 322 316 5 2% 288

Source: Company data, Credit Suisse estimates

NiSource Inc. (Nl) 2
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Segment Update
Columbia Pipeline Group (CPG)

■ 2Q14 Performance: Operating earnings up 17% y/y at $103.7mm and total 
throughput of 321.5MMDth was up 12% y/y. Higher other revenues associated with 
the regulatory trackers was offset by the higher O&M costs the tracker are designed to 
recover..

■ CapEx: Nl expects to spend -$825mm (up from $800mm) on CPG capital projects in 
2014. It 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 MMcf/d of capacity.

Credit Suisse^

Electric Operations

■ 2Q14 Performance: Operating earnings were up just 2% y/y at $62.9mm primarily
due to 6% lower (y/y) volumes while total customer growth was relatively flat over last 
year. Operations were also impacted by 21% warmer than normal weather. Gross 
margin/MWH grew 12% year-on-year primarily due to lower wholesale low margin 
volumes in the mix.

o CapEx: In 2014, Nl expects to spend ~$440mm (down from $450mm) on Electric 
Operations capital projects. It has begun its electric system modernization program 
after receiving approval in February. Nl's Reynolds to Greentown, 70-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: 7% warmer than normal weather resulted in a modest 2% y/y 
growth in volumes to 200MMDth and total customers fell 1% 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 profit/customer grew 7% over last year aided by a 
growing rate base related to the infrastructure modernization program.

■ CapEx: In 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 
of 2014.

Additional Color
□ Liquidity: 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.

NiSource Inc. (Nl) 3
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Estimate Changes
We raise our 2014/15/16 EPS estimates to $1.76/$1.94/$2.12 from $1.72/$1.85/$2.02. Our 
2014 estimate is above the upper end of the mgmt guidance range of $1.61-$1.71/share. 
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 2014- 2017 Estimate Changes
Old estimates New estimates

3Q14E 4014E 2014E 2015E 2016E 3Q14E 4Q14E 2014E 201% 2016E 2017E
Segment EBITDA
Gas Distribution 60 250 760 882 1,011 58 246 750 882 1.019 1,145
Electric Operations 155 106 519 546 565 155 115 528 556 573 587
Columbia Pipeline Group 118 172 620 676 747 126 162 609 694 773 875
Ottier 4 13 23 24 24 4 13 19 23 23 23
Total EBITDA (recurring) 336 541 1.921 2,126 2.346 343 537 1.906 2.155 2.388 2.630

Segment EBIT
Gas Distribution 4 192 539 638 743 3 189 532 641 757 861
NIPSC0 Electric 92 43 270 285 292 95 53 285 303 308 311
Gas Transmission & Storage 86 138 493 526 574 96 131 489 553 609 668
Other 0 10 11 10 10 0 10 4 6 3 2
Total EBIT (recurrina) 182 383 1.313 1.459 1.620 193 382 1.310 1.502 1.677 1.862
Interest Expense 121 127 473 552 615 119 125 463 545 616 681
Other Expenses 0 0 (5) 0 0 0 0 (12) 0 0 0
Taxes 22 92 304 322 362 25 92 302 340 382 425
Recurrina Net Income 39 163 541 586 643 49 166 557 618 679 755

Diluted Wtd Avg shares outstanding 315 316 315 317 319 317 317 316 318 320 321

Recurring EPS - Diluted $0.12 $0.52 $1.72 $1.85 $2.02 $0.15 $0.52 $1.76 $1.94 $2.12 $2.35

Dividend per share $0.26 $0.26 $1.03 $1.09 $1.15 $0.26 $0.26 $1.03 $1.09 $1.15 $1.21

Operational Metrics

Gas Distribution
Total Volumes (MDth)
Total Customers

168
3,391,716

287
3.395,108

1,046
3.395,106

1,056
3,408.709

1,067
3.422.364

169
3.340.951

289
3,344,292

1,055
3,344,292

1,065
3,364,403

1,071
3,377,880

1,073
3,391,412

Flertrir. flnerations
Total Keating customers (000s) 458,546 460,194 460,194 460,194 460,194 459,005 460,654 460,654 461,576 462.037 462,037
Sales (Gigawatt Hours)
Total 4,614 4,299 18,258 18,463 18.671 4,595 4.282 17,922 18.121 18,323 18,526

Columbia Pioeline Grouo Ooerations
Total Throughput (MMDth) 283 501 1.688 1,874 2.045 269 478 1,657 1,817 1,979 2,156
Source: Company data, Credit Suisse estimates
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Valuation
a We are raising our target price by $1, to $41. Our sum of the parts analysis reflects 

what we think will be an initial 11.5% of the Columbia Pipeline assets in an MLR 
spinoff. We expect the MLR option to be announced before the Investor Day on 29,h 
September, 2014 with an approximate 6-9 month timeframe for completion of the IPO 
spin-off.

a 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 qualify for MLP treatment (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 IDRs vs. similar assets 
within a C-Corp.

a 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.

Crcdit Suisse^

/

Exhibit 3: NiSource Sum of the Parts Valuation 

NTM •MLR Valuation Multiple for Transmissionjjnd Storage

2015 21)15 Multiple Enterprise Value I Equity Value

EBIT D&A EBITDA / Nl Metric Low Base Hiqh Low Base High

Electric Services 302.6 253.8 202.2 P/E 18.0x 19.5x 21.Ox 3,638.8 3,942.1 4,245.3
Natural Gas Utilities 641.0 241.0 882.0 EV/EBITDA 10 Ox lO.Ox lO.Ox 8.820.1 8,820.1 8,820.1
TG&S (88.5%of business) 446.3 109.7 556.1 EV/EBITDA 11.Ox 11.5x 12.0x 6,116.9 6,394.9 6,672.9
TG&S (11.5%(Jropped into MLP) 58.0 14.3 72.3 EV/EBITDA 12.0x 12.5x 13.0x I 867.1 903.2 939.4

Total Enterprise 1 Equity Value 19,442.9 20,060.3 20,677.7
Cash 8 Equivalents 27.8 27.8 27.8
Short-term Debt 530.0 530.0 530.0
Long-term Debt 7,640.6 7,640.6 7,640.6

Less Net Debt 8,142.8 8,142.8 8,142.8
Less Net Debt attributable to NIPSCO -$1.1 billion) 7,042.8 7.042.8 7,042.8

Total Equity Value 12,400.1 13,017.5 13,634.9

Shares Outstanding 316 316 316
Per Share $39.23 $4Uii $43.13

Current Share Price (Jul 30, 2014) $39.31 $39.31 $39 31
Return 3% 8% 12%

Dividend per share (Est.) $1.09 $1.09 $1.09
Dividend Yield 3% 3% 3%

Total Return 5% 10% 15%

2015E EPS $1.94 $1.94 $1.94
implied P/E 20.2x 2i2x 22.2x
implied Knee larqet 535.00 541.00 543.00

Source: Company data, Credit Suisse estimates

NiSource inc. (Nl) 5
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Risks
The main risk is that with NTs valuation continuing to rise in expectation of it forming an 
MLR, 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. It 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 
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 NTs shares are up -14% YTD given the upward trend in EPS growth. The 
shares yield 2.8% 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.

Companies Mentioned (Priceaso!3i-Jut-20U)

NiSource Inc. (NI.N. $37 68, NEUTRAL. TP $41.0)
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Important Global Disclosures

John Edwards, CFA, Bhavesh Lodaya and Abhiram Rajendran each certify, with respect to the companies or securities that the individual analyzes, 
that (t) 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.
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3-Year Price and Rating History for NiSource Inc. (Nt.N)

NI.N Closing Price Target Price

Dale (US$) (US$) Rating 40
02-Aug-11 20.40 21.00 N

28-Oct-11 22.52 24.00 35

02-May-12 25.04 26.00 *
30

01-Aug-12 25.38 27.00

20-Feb-13 27.04 29.00 25

01-May-13 30.61 31.00
20

01-Aug-13 31.11 32.00

01-Nov-13 31.72 33.00 15

28-Jan-14 34.18 35.00

19-Feb-14 35.40 38.00 NEUTRAL

21-Apr-14 35.71 39.00

30-Apr-14 36.32 40.00

’ Asterisk signifies initiation or assumption of coverage.

— Targfet Plice —Closing R ice NI.N

The analyses) 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 return is expected to be in line with the relevant benchmark* over the next 12 months.

Underperform (U): The stock's total return is expected to underperform the relevant benchmark* over the next 12 months.
benchmark by region: As of 10th December 2012. Japanese ratings are based on a slock s tola! return relative to the analyst's coverage universe which 

consists of l>ll companies covered by the analyst within the relevant sector, with Outperforms iepresentir,g the most attractive. Neutrals the less attractive, and 
Underperforms the least attractive investment opportunities. As of 2nd October 2012. U S. and Canadian as well as European ratings are based on a stock's total 
return relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the 
most attractive. Neutrals the less attraclive. and Underperforms She least attractive investment opportunities. For Latin American and non-Japan Asia stocks, ratings 
are based on a stock's total return relative to the average total ie!urn of the relevant country or regional benchmark: prior to 2nd October 2012 U.S. and Canadian 
ratings were based on(1j a stock's absolute total return potential to its current share price and (2} the relative attractiveness of a stock's total return potential within 
an analysis coverage universe. For Australian and Now Zealand stocks. 12-month rolling yield is incorporated in the absolute lotal return calculation and a 15% and 
a 7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 7.5% thresholds replace Ihe * 10- 
15% and -10-15% levels in the Neutral stock rating definition, respectively. Prior to 10th December 2012. Japanese ratings were based on a stock's total return 
relative to the average total return of ihe relevant country or regional benchmark.

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 course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances.

Volatility Indicator [V]: 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 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 sector* relative to the group's historic fundamentals and/or valuation:

Overweight: The analyst's expectation for the sector's fundamentals 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.

Underweight: The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.
'An analyst s coverage sector consists oi all companies covered by the analyst within Ihe relevant sector. An analyst may covet multiple sectors.

Credit Suisse's distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating
Outperform/Buy*
Neutral/Hold'
Underperform/Seir

Restricted

Versus universe

44%
40%
13%
3%

Of which banking clients (%)

(53% banking clients} 
(50% banking clients) 
(47% banking clients)

’For purposes of ihe NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform. Neutral, an d Underperform most closely 
correspond Id Buy, Hold, and Sell, respectively, however, the meanings are not the same, as our stock ratings are determined on a relative basis. {Please refer to 
definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdings and other individual /actors
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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, dear, 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.csfb.com/research and 
analytics/disclaimer/managing_conflicts_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) tor NiSource Inc. (NI.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 qualify for MLP treatment (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 IDRs 
vs. similar assets within a C-Corp.

Risk: The main risk to our $41 TP 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.

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.

See the Companies Mentioned section for full company names

The subject company (NI.N) currently is, or was during the 12-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 (NI.N) within the next 3 
months.

As of the date of this report, Credit Suisse makes a market in the following subject companies (NI.N).

Important Regional Disclosures

Singapore recipients 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 (NI.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/canadajesearch_policy.shtml.

Credit Suisse has acted as lead manager or syndicate member in a public offering of securities for the subject company (NI.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.

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.
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References in this report to Credit Suisse indude all of the subsidiaries and affiliates of Credit Suisse operating under its investment banking division. For more information on our strudure, please use the 
fotoving Me https.'/ww cred'l-suisse cornwho we are^'This report may contain material that is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of 
or located in any locality, state, country or other jurisdiction where such distribution, publcation, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG or its affiliates 
{'CS') to any registration or licensing requirement within such jurisdiction. Al material presented in this report, unless specifically indealed otherwise, is under copyright to CS. None ot the material, nor its 
content, nor any copy of il, may be altered in any way, transmitted lo, copied or distributed to aiy other party, wilhoul the prior express writen permission of CS.AIItrademsks, service marks and logos used 
in ttss report are trademarks or service marks or registered trademarks or service marks of CS or its affilates. The information, tools and material presented in this report are provided to you for information 
purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial instalments. CS may not have taken ary steps to 
ensure that the securities referred to in this report are suitable for any particular fovestor. CS will not treat recipients of this report as its customers by virtue of their receiving this report. The investments and 
services contained or referred to in tte report may not be suit^le for you and it is recommended that you consult an independent investm«i! advisor if you are in doubt about such investments or investment 
services. Nothing in this report constitutes investment, legal, accounting or lax advice, or a representation that any investment or strategy is suitable or appropriate to your individual circumstances, or 
otherwise constitutes a personal recommendation to you. CS does not advise on the tax consequences of investments and you are advised to contact an independent tax adviser. Rease note in particular 
that the bases and levels of taxation may change. Information and opinions presented in this report have been obtained or derived from sources believed by CS to be reliable, but CS makes no representation 
as to their accuracy or completeness. CS accepts no iiabitty for loss arising km the use of the materia! presented in this report, except that this exclusion of fiabWy does not apply to the extent that such 
liability arises under spedfic statutes or reguiafcnsappfcabte to CS. This report is nol to be refied upon in substitution for the exercise of independent judgment. CS may have issued, and may in the fijture 
issue, other communications that are inconsistent with, and reach different concfosions from, the information presented in this report. Those communications retted the different assumptions, views and 
analytical methods of the analysts who prepared them and CS is under no obligation to ensure that such other communications are brought to the attention of any recipient of this report. Some investments 
referred to in this report will be offered solely by a single entity and in the case of some investments solely by CS, or an associate of CS or CS may be the only market maker h such investments. Past 
performance should not be taken as an indcatior or guarantee of future performance, and no representation or warranty, express or implied, is made reganfng future performaree. Information, opinions and 
estimates contained in this report refled a judgment at 4s original date of publication by CS and are subjed to change without notice. The price, value of and income from any of the securities or financial 
instruments mentioned in this report can fall as well as rise. The value of securities and financial inslruments is sulked to exchange rate fluctuation that may have a positive a adverse effect on the price or 
income of such securities or financial instalments. Investors in securities such as ADRs, the values of which are influenced by currency volatility, effectively assume this risk. Slrectured securities are complex 
instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming the risks involved. The market value of any 
structured security may be affected by changes to economic, financial and political factors (inducing, but not fimited to, spot and forward interest and exchange rates), time to maturity, market conditions and 
volatility, and the credit quality of aiy issuer or reference issuer. Any investor interested in purchasing a structured product should condud their own investigation and analysis of the produd and consult with 
their own professional advisers as to the risks involved in making such a purchase. Some investments discussed in this report may have a high level of volatility. High volatility investments may experience 
sudden and large falls in their value causing losses when that investment is realised. Those losses may equal your original investment. Irxleed. in the case of some investnenls the potential fosses may 
exceed the amount of initial investment and, in such circumstances, you may be required to pay more money to support those losses. Income yields fern nvestments may fluctuate and, in consequence, 
initial capital paiti to make the investment may be used as pal of that income yield. Some investments may not be readiy reafisable and it may be diffoitt to sell or reafise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed. This report may provide the addresses of, or contain hyperlinks to, websites. Except to the 
extent to which the report refers to website material of CS, CS has not reviewed any such site and takes no responsibility for the content contained therein. Such address or hyperfink (including addipsses or 
hyperlinks to CS's own website material) is provided solely for your convergence and information and foe content of any such wetsite does not in any way form part of this document. Accessing such website 
or fotowing such link through this report or CS's website shafi be at your own risk This report is issued and disututed in Europe (except Switzerland} by Credit Suisse Secunbes (Europe) Limited, One Cabot 
Square, London E14 4QJ, England, which is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and foe Prudential Regulation Authority. This report is being 
distributed in Germany by Credit Suisse Securities (Europe) Limited Niedertassung Frankfurt am Man regulated by the Bundesanstalt fuer Fmanzdienstteistungsaulsicht ("BaFin'). This report is being 
distributed to the United States and Canada by Credit Suisse Securities (USA) LLC; in Switzerland by Credit Suisse AG; in Brazil by Banco de Investimentos Credit Suisse (Brasi) S A or its affifiates; r> Mexico 
by Banco Credit Suisse (Mexico), SA, (transactions related to the securities mentioned in this report will only be effected in compliance with appfcable regdaticn); in Japan by Credit Suisse Securities (Japan) 
Limited, Financial Instruments Firm, Director-Genera! of Kanto Local Finance Bureau (Klnsrio) No. 66, a member of Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan 
Investment Advisers Association, Type II Financial Instruments Firms Association; elsewhere in Asia/ Padfic by whichever of the following is the appropriately authorised entity in the relevant jurisdiction: 
Credit Suisse (Hong Kong) United, Credit Suisse Equities (Australia) Limited, Credit Suisse Securities (Thaiand) Limited, regulated by the Office of the Seamties and Exchange Commission, Thailand, 
hawng registered address at 990 AtxJulrahim Place, 27lh Floor. Unit 2701, Rama IV Road, Stan, Bangrak, Bangkok 10500, Thaiand, Tel. *66 2614 6000, Credit Suisse Securities (Malaysia) Sdn Bhd, 
Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited (CIN no. U67120MH1996PTC104392) regulated by the Securities and Exchange Board of India (registration Nee. 
INB230970637; INF230970637; INB010970631; INF010970631), having registered address al 9th Floor, Ceejay House, Dr.A.8. Road, Worii, Mumbai • 18, India, T- *01-22 6777 3777, Credit Suisse 
Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei Secunties Branch, PT Credit Suisse Securities Indonesia, Credit Suisse Securities (Phiippines) Inc., and elsewhere in the wold by the 
relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Seniof Business Person. Research 
prowled to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn Bhd, to whom they shouM direct any queries on *603 2723 2020. This report has been 
prepared and issued for distribution in Singapore to institution^ investors, accredited investors and expert investors (each as defined under the Fnanda! Advisers Regulations) only, and is also distributed by 
Credit Suisse AG, Singapore branch to overseas investors (as defined under the Financial Advisers Regulations). By virtue of your stafus as an institutional investor, accredited investor, expert investor or 
overseas investor, Credit Suisse AG, Singapore branch is exempted from complying with certain compfiance requirements under the Financial Advisers Act, Chapter 110 of Singapore (foe ’FM"). foe 
Financial Advisers Regulations and the relevant Notices and Guidelines issued thereunder, in respect of any financial advisory service which Credit Suisse AG, Singapore branch may provide to you. This 
research may rxx conform to Canadian dtsdosure requirements. In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with 
applicable secunties legislation, which will vary from jurisrSction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. 

NorvU.S. customers wishing toeffect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so only 
by contacting a representative a< Credit Suisse Securities (USA) LLC in the U.S. Please note foal this research was originally prepared and issued by CS tor distrbution to their make! professional aid 
institutional investor customers. Recipients who are not market professional or institutional investor customers of CS should seek foe advfoe of their independent financial advisor prior to taking any investment 
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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 investment principal can 

be eroded due to changes in redemption amounts. Care is required when investing in such instruments.

When you purchase non-listed Japanese fixed income secunties (Japanese government bonds, Japanese municipal bonds, Japanese government guaranteed bonds, Japanese corporate bonds) from CS 

as a seller, you will be requested to pay the purchase price only.
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HILLIARD LYONS

COMPANY UPDATE

Key Metrics
NI - NYSE (Price as of 7/31/14) $37.68

Price Target NA

52-Week Range $39.70 - $28.85

Shares Outstanding (rrm) 315.0
Market Cap. ($mm) $11,869

3-Mo. Average Daily Volume 1,862,000

Institutional Ow nership 81.0%

Debt/Total Capital (6/30) 60.6%

ROE(ttm) 9.1%

Book Value/Share $18.42

FVice/Book Value 2.04x
Indicated Dvidend / Yield $1.04 2.8%

Dvidend Cycle Feb., May, Aug.. Nov.

EPS FY12/31
Prior Curr. Prior Curr.

2013 2014E 2014E 2015E 2015E
IQ - -
2Q - -
3Q - -
4Q - -
Year $1.58 $1.70 $1.82

RE 23.8x 22.2x 20.7x
Rayout 63% 61% 57%

Note: Figures exclude non-recurring items

Revenue ($mm)
Prior Curr. Prior Curr.

2013 2014E 2014E 2015E 2015E
IQ - -
2Q - -
3Q - -
4Q - -

Year $5,659 $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 energy to 3.7 million 
customers located within the high-demand energy corridor 
stretchingfrom the Gulf Coast through the Midwest to New 
England. Generation sources: Coal 77%, Natural Gas 
22%, Hydro 1%.

NiSource Inc.
Nl~ NYSE- Neutral

Electric UtiJ
Analyst: DavJ

502.588.8648 / DBurks@hillic 
Institutional Sales Desk: Tim Rexing

502.585.8509 / TRexing@hilliard.com 
J.J.B. Hilliard, W.L. Lyons, LLC 

August 1,2014

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 of 2013 and in line with 
expectations. All of the company’s segments, including 
Columbia pipeline, electric operations and gas 

distribution operations posted positive earnings 

comparisons in the second quarter. This marked the 

second straight quarter in which all business segments 

posted higher earnings. NTs pipeline operations 

revenues rose due to higher demand margin revenue 

from growth projects. Electric operations' results rose 

due to higher industrial, commercial, and residential 

margins and environmental investment cost recovery. 

NTs 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 nHne 

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 our 2014 EPS estimate at $1.70. We 

continue to believe NiSource is well positioned to 

deliver above average earnings and dividend growth.

• The company will be hosting an Investor Day on 
September 29. NiSource is expected to provide much 
more insight as to its future growth opportunities. We 

believe NI will provide updated long-term earnings 

guidance that will reinforce or even modestly increase 

the previous 5% to 7% earnings growth rale.

• Our Neutral rating is based solely on valuation.
However, we think NI has a positive fundamental 

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 seeking total return.

Note Important Disclosures on Pages 2 and 3. 
Note Analyst Certification on Page 2.

J.J.B. Hilliard. W.L. lyons, LLC [ Member NYSE, FINRA & SIPC
.equity Research
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Additional information is available upon request.

Analyst Certification

I, David B. Burks, hereby certify 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 1 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 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.

Suitability 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 "I" 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 narrow customer or product base

07/31/12 020 8/14
N $25.63 N$35.17
T:N'A TNA
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Hlliard Lyons ratings fer M (MSCLRCEH3 
Closing R ice Jul31,2014; $37.68

-A ./
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Nt=Nteutral. T=PriceTarget 
^ Reiterated N=utra!

1Hilliard Lyons Equity Research Electric Utilities
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Hilliard Lyons Investment Banking
Recommended Issues Provided in Past 12 Mo.
#of %of

Rating Stocks Covered Stocks Covered Banking No Banking
Buy 49 39% 14% 86%
Hold/Neutral 70 56% 6% 94%
Sell 5 4% 0% 100%
Restricted
Asof7 July 2014

1 1% 100% 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 JJ.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.

JJ.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 3 Electric Utilities
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NiSource Inc. (no

2Q In-line; Analyst Day Slated for Sept. 29th

Key Takeaway

HI reported 2Q14 recurring diluted EPS of SO.25 (excluding asset sale gains), 

broadly in-line with our S0.24 forecast Si the Street's SO.25 consensus estimate. 

Mgmt also affirmed its 2014 non-CAAP EPS guidance of S1.61-S1.71 and its 

S2.2B capital budget for the year, but indicated results are likely to be in the 

upper half of its EPS range; FactSet consensus 2014 EPS is currently S1.69.

Columbia pipeline Croup. CPC’s $104mm operating income (excluding asset sale gains) 

was just above our $99mm expectation, driven primarily by higher margin revenue from 

new growth projects & higher mineral rights royalty revenue. Mgmt announced two new 

projects for this segment: the Utica Access project & a project to serve a natgas-fired power 

generation plant in Kentucky. These two projects 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 forecast, due primarily to increased revenues of -$26mm y/y from a new rate 

settlement in PA and Columbia Cas 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. Separately, the MA governor approved a bill in late June 

to implement a similar program for MA gas utilities.

Electric. NlPSCO Electric reported 2Q operating income of -$60mm, in-line with our 

$61mm estimate. Mgmt noted that its Schahfer FCD project remains on track for YE14 

completion while the FCD facility at Michigan City is on schedule for YE15 in-service.

Guidance fit Analyst Day. Mgmt affirmed its 2014 non-CAAP EPS guidance of $1.61-$1.71 

& its - $2.28 capital budget, but indicated EPS will likely be in the upper-half of the range. It 

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 May, bringing its 

quarterly payout to 26C/share ($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%.

Dial-in for the Call: Today @ 9:00am ET. Dial-in: 866.515.2913; Passcode: 15780099

Nl 2Q14 Results Review:

Operating Inconi^tV.DIWilon
iiSActua|J|EjiipactatlmiftX %Y«af^o*a^V«airS

M2 5 555 6 20 7H

Cotonbia Pipfiint Croup JT034 5923 3 OH j 536 6 16 AH

EjettrK Operation; 139 6 561 0 -1.9H j 556 6 2.OH

Corporate. Otr-er. ana Elimination; (se9> (5- HA 1 154 5, -S3 ,;H

Total Oporatlnf] Income S21S.8 5210.* 3.8% 51*4,7 12.496

Depreciation i'llJ9 t) (5147 3) 1.296 j (S1J34; 4 OH

Otnsr lr,::m- - ,Dfen;r,) 57 S 16.2 2 2 OH | 513.3 •43 6H

inter';; brperr.t (5109 1) tJ10S 1) 3SH (5102 01 7 OH

Inco-nn 7a* fteneS: (t^penve) (539 4) (537.0) 6 3H (533.2) 10.7H

RKBrrtna Nat trtcom* S77.* 57i.O 3.** S72.8 6.996

Avg Dilutes •rut?-, Outstanoma 3M.1 315.3 0.1H j 313.2 09H

Share

OpenjbjWFHIate.lnvitrbniHm

Source: Nl report, Jefferies 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 

Price $38.51
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Christopher Sighinolfi, CFA ’
Equity Analyst 

(212) 207-6420 csighino@je1feties.com 

Christopher Tillett * 
Equity Associate 

(212) 284-4697 ctillett@ieHofics.com 
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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, 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, IN.

Analyst Certification

I, Christopher Sighinolli, CFA, certify that all of the views expressed in this research report accurately reflect my personal views about the subject 
securily(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.

I, Christopher Tillett, 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.

I, Corey Goldman, 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.

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 analyst's judgement.

Meanings of Jefferies 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 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 
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 period.
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. 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.

Valuation Methodology

Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total 
return over the next 12 months. The price targets arc based on several methodologies, which may include, but are 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 (discounl)/3verage 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

Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysis 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 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 slock 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 PicL 
falls within an investment style such as growth or value. A
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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. If 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.

RatingandPrlce TargetHfst6ry'for:’NiS6urcelhc.r(NI)asbf.071-30-;
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Distribution of Ratings

IB Serv./Past 12 Mos.
Rating Count Percent

BUY 961 51.58% 251 26.12%
HOLD 754 40.47% 121 16.05%
UNDERPERFORM 148 7.94% 8 5.41%
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Other Important Disclosures

Jefferies Equity Research refers lo research reports produced by analysts employed by one of the following Jefferies Group LLC ("Jefferies") group 

companies:

United States: Jefferies LLC which is an SEC registered firm and a member of FINRA.

United Kingdom: Jefferies 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: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located 
at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

Singapore: Jefferies 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 6551 3950.

Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member 
of the Japan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, 1-5-1 Yuraku-cho, Chiyoda-ku, Tokyo 100-0006; telephone +813 5251 

6100; facsimile+813 5251 6101.

India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), which is licensed by the Securities and Exchange Board of India as a Merchant 
Banker (INM000011443) and a Stock Broker with Bombay Stock Exchange Limited (INB011491033) and National Stock Exchange of India Limited 
(INB231491037) in the Capital Market Segment; located at 42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East) Mumbai 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, 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 Slates ("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 Jefferies LLC. In the United Kingdom and European Economic 
Area this report is issued and/or approved for distribution by Jefferies 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. Jefferies 
International Limited has adopted a conflicts management policy in connection with the preparation and publication of research, the details of whichi 
are available upon request in writing to the Compliance Officer. Jefferies International Limited may allow its analysts to undertake private consultancB 
work. Jefferies International Limited's conflicts management policy sets out the arrangements Jefferies International Limited employs to manage anjr 

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 Jefferies Singapore Limited 
pursuant lo 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). If there are any matters arising from, or in connection 
with this material, please contact Jefferies 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 Jefferies (Japan) Limited to institutional investors only. In Hong Kong, this report is 
issued and approved by Jefferies Ffong 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 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 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. Jefferies International Limited is authorised and regulated by the Financial Conduct Authority 
under the laws of the United Kingdom, which differ from Australian laws. Jefferies 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 lo 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 preparer's 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 Jefferies may provide specialized research products or services 
to certain customers focusing on the prospects for individual covered stocks as compared to other covered slocks 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. Pa^i 
performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchang™ 
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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 issue'' 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 issuer(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 third parties, including ratings from credit ratings agencies such as Standard Si 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 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 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.

Jefferies 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 
Jefferies. Neither Jefferies nor any officer nor employee of Jefferies accepts any liability whatsoever for any direct, indirect or consequential damages 
or losses arising from any use of this report or its contents.

For Important Disclosure information, please visit our website at htlps://javatar.b!uemalrix.com/sellside/Disc!osures.action or call 1.888.JEFFERIES 

© 2014 Jefferies Croup LLC
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Quick Alert

NiSource, Inc. (BUY)

Nl - Quick Alert: 2Q14 Earnings Results in Line, Analyst Day Announced

KeyBanc Capital Markets Inc. Paul T. Ridzon: (216) 689- 0270 — Dridzon@kev.com
Member NYSE/FINRA/SIPC John Barla: (216) 689- 3386 — john j barta@kev.com

KEY INVESTMENT POINTS 
July 30, 2014 Close: $38.51
2Q14 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):
• 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.
• Growth projects remain on track in all segments.
• 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- $1.71 per share.

2Q Highlights: ^

• 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.

• 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.

• Electric operations earnings were $59.8 million vs. $58.6 million due to higher revenues of $12 million being partly offset by an $11 
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 Call #: (866) 515- 2913; ID#: 15780099
We will be focused on:

• Latest MLP thoughts.
• Thoughts on growth rate.
• Incremental infrastructure investment opportunities.
• Pipeline modernization project updates.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2 - 3 OF THIS NOTE.

1
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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 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..

Rea 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.

Three- Year Rating and Price Target History

Created by BlucMatnx

Rating Disclosures

Distribution of Ratings/IB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

IB Serv/Past 12 Mos. IB ServIPast 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY] 25S 46 65 57 22.09 BUY {BUY] 37 52.11 20 54 05

HOLD [HOLD] 283 51.10 55 19.43 HOLD {HOLD] 34 47.89 17 50.00

SELL [UND] 12 2.17 3 25 00 SELL [UNO] 0 0.00 0 0 00
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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 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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Stock Rating 

Equal-weight

Industry View

Attractive

July 31. 2014

NiSource, Inc.
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 will likely shed 
light on a pot’l MLP and refresh EPS/div guidance.

2Q14 results: Nl reported EPS of $0.25 vs. MS / 
Consensus of $0.27/$0.24. While Nl continues to 
execute on its guidance, investors are increasingly 
ascribing value to the company’s northeast 
infrastructure asset base. As Ni 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), 
attention now turns towards management’s potential 
formation of an MLP (including details around 
structuring and capex/growth pot'l) due to equity needs 
in 2015. Our new $43 price target (up from $40) 
includes the anticipated 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), attractive 
Marcellus/Utica footprint, and a sizeable, growing 
project outlook. We expect this to drive 6.8% EPS 
growth in 2014e and 7.8% in 2015e (high end of 
guidance) with 4% div growth each year. However, 
shares have begun to factor in NTs 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 
service costs. Columbia Pipeline Group EBIT increased 
to $103.7mm from $88.8mm y/y due to higher demand 
margin and increased mineral rights royalty revenue.

Morgan Stanley & Co. LLC Brisn Ldsky

Brian.Lasky@morganstanley.com 

+ 1 212 761 7249

Robert S Kad
Robert.Kad@morganstantey.corn 

+1 212 7616365

Matthew Giacobbe
Mattbew.Giacobbe@morganstanley.com 
+ 1 212 761 7243

Key Ratios and Statistics

Reuters: NI.N Bloomberg: Nl US
Diversified Natural Gas / United States of America

Price target (43.00
Shr price, close (Jul 30, 2014) $38.51

Mkt cap, curr (mm) $12,216

52-Week Range $39.70-28.85

Fiscal Year ending 12/13 12/14e 12/15e 12/16e

ModefWare EPS (S) 1.57 1.68 1.81 1.92

Prior ModelWare EPS <S) - 1.69 1.82 1.92

P/E 20.9 22.9 21.2 20.0

Consensus EPS ($)§ 1.55 1.69 1.82 1.96
Div yld (%) 3.0 2.7 2.8 2.9

Div per shr ($) 0.99 1.03 1.07 1.11

EBITDA ($mm) 1,705 1,836 2,012 2,197

EV/EBITDA 11.4 12.1 11.6 11.3

Shrs out, diluted, avg (mm) 314 316 316 316
Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare 
framework (please see explanation later m this note).
§ = Consensus data is provided by Tliumson Reuters Estimates 
e * Morgan Stanley Research estimates

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. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their investment decision.

For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report.
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NiSource, Inc.

NiSource (Nl, Equal-weight)

Risk-Reward View: Strong Marcellus + Utica Midstream Potential

$46 00(-l9%).

. &43.00 (+12%) *

S3I 00(-20%)'

Puce TarS®' MuHSJ Stoc* Pertormance

Jon-1 !> JuMS

Cu’^eni Stock Price

Source: ThomsonOw Morgan Stanley Research

Price Target S43

Bull Case Increasing Marcellus/Utica market share and utilities
$46 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 Executing on Marcellus opportunities with a steady recovery
$43 and execution in utility segments. Nl places Marcellus/Uticd

growth projects on budget and on time. Industrial electric 

generation deliveries continue to slabilize/slightly recover. Nl 

creates an MLP in 3Q.

Bear Case Marcellus opportunities fail to materialize. Marcellus regulation
$31 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 does not pursue an MLP.

Target Price Derivation
Target price derivation Per shire'
1. Implied dividend yield/growth $43
dividend yield 2.5%

2015e growth 4.0%

2. Implied P/E $41
P/E multiple 22.5x

3. Dividend discount model $44
4. Sum of parts $44

(Price target $43 |
Source: Morgan Stanley Research

Why Equal-weight?

• Restored earnings power at 
regulated utilities segments.
• Numerous midstream opportunities 
surrounding 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 
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.g., infrastructure modernization 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 Catalysts

• MLP formation adds to value of Nl 
and offers further upside on projects 
and acquisitions.
• 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 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.
• MLP not formed.
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Nl: Earnings Results and Preview
(amounts in 000s. except per urn!)

Actual Actual A/A MS A/E MS

2013 2014 % chg 2Q14E % chg 3Q14E

Operating Revenues

Gas Distribution 395,000 426.400 7.9% 564.009 -24.4% 405.563

Gas Transportation and Storage 366.500 390,100 6.4% 294,167 32.6% 298.863

Etectric 383.500 401.800 4.8% 397.834 1.0% 427,007

Other 57.400 116,700

Total operating revenues 1.202,400 1.335,000 11.0% 1.256,011 6.3% 1,131,433

Operating Expenses

Cost of Sales 349.300 371,700 6 4% 364,894 1.9% 285,466

Operation and maintenance 452.300 533,100 17.9% 451.440 18.1% 474,598

Depreciation and amortization 143.400 149,100 4.0% 147,840 0 9% 151,978

Other taxes 70.700 73,400 3.8% 70,644 3.9% 59,763

Total operating expenses 1,015,700 1,127,300 11.0% 1,034,818 8.9% 971,805

Equity Earnings (Loss) In Uncon. Affiliates S.000 11,100 38 8% 9,849 12.7% 11.156

EBIT 194,700 218.800 12.4% 231,041 -5 3% 170,784

EBITDA 338,100 367,900 8.8% 378,881 -2.9% 322,762

Interest expense, net (102.000) (109.100) 7.0% (109,100) 0.0% (109,100)

Other income 13.300 7.500 4,500 7,500

Total other Income and expenses (88,700) (101.600) 14.5% (104,600) -2.9% (101,600)

Earnings From Cont. Oper. Bef. Inc. Taxes 106.000 117,200 10.6% 126,441 -7.3% 69,164

Income tax (provision) 33.200 39,600 19.3% 41.621 •4 9% 23,464

Net Income (Operating) 72,800 77,600 6.6% 84,821 •8.5% 45,720

Average 8 of Shares Outstanding 313.200 316.100 0.9% 314,200 0 6% 316,100

guidance o* Si.61-

Net Income per Share (Operating) S 0.23 $ 0.25 % 0.27 S 0.14 51.71

Net Income per Share (GAAP)

Segment Data

Gas Distribution (MMOth)

> V.ZJ

34.8 35 0 0 6% 35.8 -2 4% 15.7Residential

Commercial 27,0 27.4 1.5% 27,8 -1.5% 16.7

Industrial 113.4 121.7 7.3% 116.8 4.2% 124.3

Ofl System 184 14.2 -22.8% 17.5 -18 8% 14 8

Other 0.2 (0 3) 0.2 (0.1)

Gas Transmission & Storage (MMDth)

Columbia Transmission 196 6 194 2 -1 2% 206 4 •5 9% 166.3

Columbia Gulf 169 8 145.4 -14.4% 169.8 • 14.4% 134.0

Crossroads Gas Pipeline 3.3 3.5 6.1% 34 3 0% 4.2

Intrasegmcnl eliminations (81.4) (216) -73.5% (101 8) -78.8% (61.9)

Electric Operations (Gigawatt Hours)

Residential 769.1 793.2 3.1% 792.2 0.1% 1.030.5

Commercial 942 6 964.9 2 4% 961.5 0 4% 1.087 4

Industrial 2.256 3 2,455 8 8.8% 2.267 6 8.3% 2,348 9

Wholesale 494.7 12.1 -97.6% 497 2 -97.6% 109.1

Other 27.0 34.9 29.3% 27.6 26.7% 31.9

Source: Company data. Morgan Stanley Research
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Nl Income Statement 
Income Statement
(amounts in thousands, except per unit data) 2013 2014E 2015E 2016E 2017E

Net Revenues

Gas Distribution 2,225,300 2,982,248 3,599,872 3,927,424 4,285,213
Gas Transportation and Storage 1,646,400 1,601,289 1,481,841 1,739,102 1,959,945
Electric 1,563,200 1,684,335 1,771,784 1,854,564 1,915,384

Other 224,400 193,700 - - -

Total Net Revenues 5,659,300 6,461,572 6,853,497 7,521,091 8,160,542

Operating Costs

Cost of Sales 1,815,500 2,351,575 2,375,324 2,616,842 2,798,262

Operation and maintenance 1,873,900 2,026,218 2,192,946 2.416,718 2,655,426
Depreciation and amortization 577.300 602,475 629,315 663,718 702,195

Other taxes 300,600 290,979 319,008 337,142 368,214

Total Operating Costs 4,567,300 5,271,247 5,516,593 6,034,420 6,524,096

Equity Earnings (Loss) in Uncon. Affiliates 35,900 43,267 45,634 46,786 47,966

EBIT 1,127,900 1,233,591 1,382,538 1,533,457 1,684,412

EBITDA 1,705,200 1,836,066 2,011,853 2,197,174 2,386,607

Other income

Interest expense, net (414,800) (439,928) (530,650) (625,615) (723,951)

Other income 42,600 27,000 30,000 30,000 30,000
tnc. from continuing operations bef inc. taxes 755,700 820,664 881,889 937,841 990,461

Income tax (provision) 261,800 289.107 308,974 329,457 347,976
Operating Net income (Loss) 493,900 531,556 572,915 608,384 642,485

Net Income per Share (Operating) $1.57 $1.68 $1.81 $1.92 $2.03

Net Income per Share (GAAP) $1.56 $1.71 $1.81 $1.92 $2.03

Weighted Avg Diluted Units Outstanding 313,600 316,100 316,100 316,100 316,100

Dividends per share 0.99 1.03 1.07 1.11 1.16
Source: Company data. Morgan Stanley Kesearcd
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Nl Operating Data
Operating Data

GAS DISTRIBUTION

Sales and Transportation (MMDth):

2013 2014E 2015E 2016E 2017E

Residential 272.3 302.0 292.6 307.2 322.6

Commercial 172.9 191.3 191.0 200.5 210.6

Industrial 494.5 513.7 529.1 545.0 561.4

Off System 70.4 57.3 58.4 59.6 60.8

Other 0.4 (0.2) (0.2) (0.2) (0.2)

Total Sales and Transports 1,010.5 1,064.1 1,070.9 1,112.2 1,155.1

Weather Adjustment (3.4) (53.8) (4.0) (4.0) (4.0)

Sales and Transport Vols — Excluding Weather 1,007,1 1,010.3 1,066.9 1,108.2 1,151.1
y/y change 2.6% 0.3% 5.6% 3.9% 3.9%

Sales Price ($ / Dth) $3.03 $3.49 $3.37 $3.54 $3.72

y/y change 8.9% 15.0% -3.3% 5.0% 5.0%

COGS Price ($ / Dth) $1.41 $1.80 $1.65 $1.77 $1.84

y/y change 18.1% 27.6% -8.2% 7.4% 4.0%

Gross Margin (S 1 Dlh) $1.62 $1.69 $1.72 $1.77 $1.88

y/y change

COLUMBIA PIPELINE GROUP

Throughput (MMDth):

1.9% 4.1% 1.9% 2.8% 6.1%

Columbia Transmission 1,124.6 1,170.5 1.236.2 1,298.0 1,362.9
Columbia Gulf 643.0 613.3 648.5 681.0 715.0

Crossroads Gas Pipeline 16.9 18.1 19.0 19.9 20.9

Total throughput 1.784.5 1,801.9 1,903.7 1,998.9 2,098.8

Intrasegmenl eliminations (239.4) (231.0) (296.3) (277.3) (295.4)

Total third-party throughput 1,545.1 1,570.9 1,607.4 1,721.6 1,803.4

y/y change -2.4% 1.7% 2.3% 7.1% 4.8%

Tariff ($/Dth) $0.50 $0.50 $0.52 $0.55 $0.56

y/y change

ELECTRIC OPERATIONS

Sales (Gigawatt Hours):

10.0% ■1.1% 5.3% 5.1% 2.9%

Residenlial 3,444.7 3.571.5 3.713.6 3.899.2 3,977.2

Commercial 3,881.9 3.968.4 4,047.7 4,128.7 4,170.0

Industrial 9,339.7 9.086.9 10.084.7 10,286.3 10,389.2

Wholesale 669.7 438.2 447.0 455.9 465.0

Olher 132.0 142.3 148.0 154.0 160.1

Total sales 17,468.0 18,007.3 18,441.0 18,924.2 19,161.6

Weather Adjuslment (2.4) (114.4) - -

Total sales volumes — Adj. for weather impacts 17,465.6 17,892.9 18.441.0 18,924.2 19,161.6

y/y change 3.6% 2.4% 3.1% 2.6% r.3%

Revenue ($ / Gigawatt hour) $89.59 $94.19 $96.08 $98.00 $99.96

y/y change 0.5% 5.1% 2.0% 2.0% 2.0%

COGS ($ / Gigawatt hour) $31.07 $33.98 $33.26 $34.41 $35.26

y/y change 5.0% 9.4% -2.1% 3.5% 2.5%

Gross Margin ($ / Gigawatt hour) $58.53 $60.21 $62.82 $63.59 $64.70

y/y change

Source: Company data, Morgan Stanley Research

-1.8% 2.9% 4.3% 1.2% 1.7%
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Exhibit 4

Nl Balance Sheet
Balance Sheet
(amounts in thousands, except per unit data) 2013 2014E 2015E 2016E 2017E

ASSETS

Cash and cash equivalents 26,800 94,364 266,582 206,841 299,555

Restricted cash 8,000 9,800 9,800 9,800 9,800

Accounts receivable 1,005,800 950,718 986,491 1,178,434 1.229,836

Income tax receivable 5,100 -

Gas inventory 354,600 55,506 58,891 202,531 118,524

Regulatory assets 142,800 188,100 188,100 188,100 188,100

Other 330,600 320.900 320,900 320,900 320,900

Total Current Assets 2,159,200 1,991,488 2,202,864 2,478,706 2,538,815

Net Property, Plant and Equipment 14,365,100 16,106,225 17,476,910 18,813,192 20,110,998

Unconsolidated affiliates 373,700 437,100 437,100 437,100 437,100

Other investments 204,000 201,900 201.900 201,900 201,900

Price risk management assets 500 - -

Regulatory assets 1,522,200 1.454,100 1,454,100 1,454,100 1,454,100

Goodwill 3,666,200 3,666.200 3.666.200 3,666,200 3.666,200

Intangible assets 275,700 270.200 270,200 270,200 270,200

Deferred charges, Postretiremen, other 87,300 85,000 85,000 85,000 85,000

TOTAL ASSETS 22,653,900 24,212,213 25,794,274 27,406,399 28,764,313

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current portion of long-term debt 542,100 530,000 530,000 530,000 530,000

Short-term borrowings 698,700 1,101,100 1,101,100 1,101,100 1,101,100

Accounts payable 619,000 782,828 830,581 886,472 968,138

Dividends payable - 82.000 82,000 82,000 82,000

Customer deposits and credits 262,600 241.700 241,700 241,700 241,700

Taxes accrued 254,800 216.100 216,100 216,100 216,100

Interest accrued 136,400 142,000 142,000 142,000 142,000

Price risk management liabilities 1.400 - -

Exchange gas payable 186,400 139,200 139,200 139,200 139,200

Deferred revenue 18,500 8,700 8.700 8,700 8.700

Regulatory liabilities 60,200 88,700 88.700 88,700 88,700

Acc Nab for post-retirement / -employment benefits 6,200 6,200 6.200 6.200 6,200

Other accruals 327,600 347,400 347.400 347,400 347,400

Total Current Liabilities 3,178.400 3,754,628 3,802,381 3,858,272 3,939,938

Long-term debt, excl amounts due within one year 7,593,200 8,240,600 9,540,600 10,840,600 11,840,600

Price risk management liabilities 300 - -

Deferred income taxes 3,277,800 3,471.900 3,471,900 3,471,900 3,471.900

Deferred inc. taxes, credits, other 129,900 143,300 143,300 143,300 143.300

Acc liability for post-retiremenlf-employment benefits 527.500 466,100 466,100 466,100 466.100

Regulatory liabilities and other removal costs 1,669,800 1,673,900 1,673,900 1,673,900 1.673.900

Asset retirement obligations 174,400 178,000 178,000 178.000 178,000

Other noncurrent liabilities 216,000 224,300 224,300 224.300 224,300

Total Other Liabilities and Deferred Credits 13,586,900 14,398,100 15,698,100 16,998,100 17,998,100

Common stock 3,200 3,200 3,200 3,200 3,200

Additional paid-in capital 4.690.100 4,734,700 4,734,700 4,734,700 4,734,700

Retained earnings 1,285,500 1,421.784 1,656,093 1,912.327 2.188,575

Treasury stock (43,600) (41,400) (41,400) (41.400) (41,400)

Accumulated other comprehensive loss (48,600) (58.800) (58,800) (58,800) (58,800)
Total Common Stockholders' Equity 5,886,600 6,059,484 6,293,793 6,550,027 6,826,275

TOTAL CAPITALIZATION & LIABILITIES

Source: Company data, Morgan Stanley Research
22,653,900 24,212,213 25,794,274 27,406,399 28,764,313
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Nl Cash Flow Statement
Cash Flow Statement
{amounts in thousands, except per unit data) 2013 2014E 2015E 2016E 2017E

Cash from Operating Activities
Net income 532.100 539.956 572,915 608,384 642,485

Debt: Gain Eady Extinguishment / Amort Disc.+Premium 9,400 - -
Depreciation and Amortization 577.300 602,475 629,315 663,718 702,195

Net Changes in Price Risk Mgmt A / L 2.600 1.400 -
Deferred: Inc. Tax/Credits: Revenues 280,200 188,400 -
Stock Compensation Expense 50,700 27,900 -
Loss/(Gain) on Asset Sales / Impairments / Disc Opts (17,500) (16,400) - -
Income from Unconsolidated Affiliates (35,700) (20,600) - -
Disc. Operations: Loss/(Gain) on Disposition (41,200) 500 - .
AFUDC Equity (18,500) (9,200) - -
Dist. of Earnings Received from Equity Investee 32,100 12,900 - -
Other 10,000 4,100 -
Changes in Assets and Liabilities: 55.300 282,405 8,594 (279,692) 114,271

Net cash from operating activities 1,436,800 1,613.836 1,210,824 992,410 1,458.951

Cash from Investing Activities

Capital Expenditures (1,879.900) (2,175,000) (2,000.000) (2,000.000) (2.000.000)
Insurance Recoveries 6,400 6,800 -

Proceeds from Disposition of Assets 18.000 6,200 . -

Restricted Cash Deposits (Borrowings) 38,700 (1,800) - -

Contributions to Equity Investments (125.400) (54,800) -

Other Investing Activities 50,800 0,100) - -

Net cash from investing activities (1,891,400) (2,219.700) (2,000,000) (2,000.000) (2.000,000)

Cash from Financing Activities

Issuance of Long-Term Debt 1,307.600 600,000 1,300,000 1,300,000 1,000.000

Retirement/Repurchase of Long-Term Debt (510.900) (13.300) - -

Change in Short-Term Borrowings. Net (78,100) 402,400 - - -

issuance of Common Stock 43,700 16.100 - -

Acquisition of Treasury Stock (8,100) (10,200) - -

Dividends Paid - Common Stock (305.900) (321,572) (338,606) (352.151) (366,237)
Other (3,200) - -

Net cash from financing activities 445,100 673,428 961.394 947,849 633,763

Net change in cash (9,500) 67,564 172,217 (59,741) 92.714
Cash at beginning of period 36.300 26.800 94,364 266,582 206.841
Cash at end of period 26,800 94,364 266,582 206,841 299.555

Source: Company data. Morgan Stanley Research
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Nl Sum of the Parts Valuation______________ _____
[NiSource Inc. . / Value'(Sm) $/Share

Gas Distribution $ 6,833 $ 21.61

Gas Transmission & Storage 15,808 50.01

Electric Utility 3,926 12.42

Utica Leases 350 1.11

Value $ 26,916 $ 85.15

Net Debt (13,160) (41.63)

[Net Equity Value. • . -- ... •>$ 13,756 $ ■ 43;52 ,
Shares Outstanding (in m) 316.1

iGASblstRlBUfiON " * — - ■ - --------
J l

Forward EBIT (2015E) $531

Interest $159

Tax Rate 35%

Net Income $242

Forward multiple 17.9x

Equity value $4,317
Debt $2,515

Enterprise value $6,833

GAS TRANSMISSION & STORAGE (on a PV-basis)
MLR Drop-down Proceeds S9.161

MLR GP Valuation 4.190

MLR LP Value 2,456

Enterprise value $15,808

.ELECTRIC UTILnV
.. — -------------- -------------

Forward EBIT (2015E) $323

Interest $81

Tax Rate 35%

Net Income $157

Forward multiple 16.8x

Equity value $2,640
Debt $1,286

Enterprise value $3,926

.Estimated Utica Value'Credit
Acres 175.000

$/acre S2.000

Enterprise value $350
Source: Company Daia. Morgan Stanley Research
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Valuation Methodology & Risks

Assets in an MLR 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 + stock price appreciation). We find a statistically 
insignificant correlation between bond and MLP prices. Several 
periods of rate increases (1994,1999. 2004) are correlated with 
poor performance, but there is little day-to-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 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 growth 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 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 II), combined with 
approximately 1.5-2.0% 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.

Investment 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 
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 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 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. It 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 (IDRs): 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).

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.g., 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 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 (RIC) or real estate 
investment trust (REIT).
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UU ModelWare
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 evenls, 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.

Disclosure Section
The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley & Co. LLC, and/or Morgan Stanley C.T.V.M. S.A., and/or 
Morgan Stanley Mexico, Casa de Bolsa, S.A. de C.V., and/or Morgan Stanley Canada Limited. As used in this disclosure section, "Morgan Stanley" 
includes Morgan Stanley & Co. LLC, Morgan Stanley C.T.V.M. S.A., Morgan Stanley Mexico, Casa de Bolsa, S.A. de C V Morgan Stanley Canada 
Limited and tneir affiliates as necessary.
For important disclosures, slock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan 
Stanley Research Disciosure Website at www.morganstanley.com/researchdisclosures, or contact your investment representative or Morgan Stanley 
Research at 1585 Broadway, (Attention: Research Management), New York, NY, 10036 USA.
For valuation methodology and risks associated with any price targets referenced in this research report, please contact the Client Support Team as 
follows: US/Canada +1 800 303-2495; Hong Kong +852 2848-5999; Latin America +1 718 754-5444 (U.S.); London +44 (0)20-7425-8169; Singapore 
+65 6834-6860; Sydney +61 (0)2-9770-1505; Tokyo +81 (0)3-6836-9000. Alternatively you may contact your investment representative or Morgan 
Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY 10036 USA.

Analyst Certification
The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and 
that they have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this 
report: Brian Lasky.
Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.

Global Research Conflict Management Policy
Morgan Stanley Research has been publishedin accordance with our conflict management policy, which is available at 
www.morganstanley.com/institutional/research/confliclpolicies.

Important US Regulatory Disclosures on Subject Companies
As of June 30, 2014, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in 
Morgan Stanley Research: CenterPoint Energy, Inc. Cheniere Energy Inc., Enbridge Energy Partners LP, Oneok Inc., SemGroup Corp, Williams 
Companies, Inc.
Within the last 12 months, Morgan Stanley managed or co-managed a public offering (or 144A offering) of securities of CenterPoint Energy Inc 
Cheniere Energy Inc., Cheniere Energy Partners L.P. Holdings, tnbridge Energy Partners LP, EnLink Midstream LLC, Kinder Morgan Energy 
Partners LP, Kinder Morgan Inc., Spectra Energy Corp., Williams Companies, Inc.
Within the last 12 months. Morgan Stanley has received compensation for investment banking services from CenterPoint Energy, Inc, Cheniere 
Energy Inc., Cheniere Energy Partners L.P. Holdings, Enbridge Energy Partners LP, EnLink Midstream LLC, Kinder Morgan Energy Partners LP, 
Kinder Morgan Inc., Oneoklnc., Spectra Energy Corp., Williams Companies, Inc.
In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from CenterPoint Energy, 
Inc, Cheniere Energy Inc., Cheniere Energy Partners L.P. Holdings, Enbridge Energy Partners LP, EnLink Midstream LLC, Kinder Morgan Energy 
Partners LP, Kinder Morgan Inc., NiSource, Inc., Oneok Inc., SemGroup Corp, Spectra Energy Corp., Williams Companies, Inc.
Within the last 12 months, Morgan Stanley has received compensation for products and services other than investment banking services from 
Cheniere Energy Inc., Cheniere Energy Partners L.P. Holdings, EnLink Midstream LLC, Kinder Morgan Energy Partners LP, Kinder Morgan Inc.. 
Spectra Energy Corp..
Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client 
relationship with, the following company: CenterPoint Energy, Inc, Cheniere Energy Inc., Cheniere Energy Partners L P Holdings Enbridge Energy 
Partners LP, EnLink Midstream LLC, Kinder Morgan Energy Partners LP, Kinder Morgan Inc., NiSource, Inc., Oneok Inc SemGroup Corp Spectra 
Energy Corp., Williams Companies, Inc.
Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securilies-related services to and/or in the past 
has entered into an agreement to provide services or has a client relationship with the following company: CenterPoint Energy, Inc, Cheniere Energy 
Inc., Cheniere Energy Partners L.P. Holdings. Enbridge Energy Partners LP, EnLink Midstream LLC, Kinder Morgan Energy Partners LP, Kinder 
Morgan Inc., NiSource, Inc., Oneok Inc., SemGroup Corp, Spectra Energy Corp., Williams Companies, Inc.
Morgan Stanley & Co. LLC makes a market in the securities of CenterPoint Energy, Inc, Cheniere Energy Inc., Cheniere Energy Partners L.P. 
Holdings, Enbridge Energy Partners LP, EnLink Midstream LLC, Kinder Morgan Energy Partners LP, Kinoer Morgan Inc., NiSource, Inc., Oneok Inc., 
SemGroup Corp, Spectra Energy Corp., Williams Companies. Inc.
The equity research analysis or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based 
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment 
banking revenues.
Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research including market making, 
providing liquidity and specialized trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit, 
investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in 
Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or instruments discussed in this report. 
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions

STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). 
Morgan Stanley does not assign ratings of Buy. Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the 
equivalent of buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since 
Morgan Stanley Research contains more complete information concerning the analyst's views, investors should carefully read Morgan Stanley 
Research, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as 
investment advice. An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) 
and other considerations.

Global Stock Ratings Distribution
(as of June 30, 2014)
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For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside 
our ratings of Overweight, Equal-weight, Not-Raled and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we 
cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy. hold, and sell but represent recommended relative 
weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy 
recommendation; we correspond Equal-weight and Not-Raled to hold and Underweight to sell recommendations, respectively.

Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count
%of
Total Count

% of % of Rating 
Total IBC Category

Overweight/Buy 1080 35% 367 38% 34%
Equal-weight/Hold 1339 44% 469 49% 35%
Not-Rated/Hold 113 4% 23 2% 20%
Underweight/Sell 546 18% 98 10% 18%
Total 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 monffis.

Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, 
on a risk-adjusted basis, over the next 12-18 months.
Equal-weignt (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the 
analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). the stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage 
universe, on a nsk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan 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 attractive vs. the 
relevant broad market benchmark, as indicated below.
In-Line (I): 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); 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 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)
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Stock Rating History: 7/1/11 : E/fl; bs^/14 :

Price Target History! 5/3/11 : 21? 6/2/11 J 23? 10/28/11 : 25? 4/18/12 ! 26? 7/31/12 2 26? 2/16/13 2 29?

4/10/13 2 30? 10/31/13 2 32? 1/8/14 2 34? 2/18/14 2 36? 4/30/14 2 40

Sour'ccS Morgan Stanley Research Date Format : MM/DD/YY Price Target —• Ho Price Target Assigned <NA>

Stock Price (Not Coucred by Current Analyst* — Stock Price (Couered by Current Analyst > ^

Stock and Industry Ratings ( abbreviations below) appear as ♦ Stock Rat ing/lndustry View

Stock Ratings: Overweight‘0’ Egual-wt ight (E> Underweight (IJ* Hot-Rated <NR> No Rating Available <NA>

Industry View! Attractive (A> In-line (I> Cautious (C> No Rating (NR*

Effective January 13.' 2014/ the stocks covered by Rorgan Stanley Asia Pacific will be rated relative to the analyst’s industry 

‘or industry team’s* coverage.

Effective January 13/ 2014/ the 

index or RCCI sub-regional inde
industry 

or RSCI

view benchmarks for florgan Stanley Asia Pacific 
AC Asia Pacific e« Japan Index.

follows: relevant RSCI country

Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Imponanl disclosures regarding the relationship between the companies that are the subject ot Morgan Stanley Research and Morgan Stanley Smith Barney LLC or Morgan 
Stanley or any of their affiliates, are available on Ihe Morgan Stanley Wealth Management disclosure website at www.morganstanley.com/online/researchdisclosures. For 
Morgan Stanley specific disclosures, you may refer to www.morganstanley.com/researchdisctosures.
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 conflict of interest.

Other Important Disclosures
Morgan Stanley A Co. International PLC and its affiliates have a significant financial interesl in the debt securities of CenterPoini Energy, Inc, Enbridge Energy Partners LP, 
EnLmk Midstream LLC, Kinder Morgan Energy Partners LP, Kinder Morgan Inc., NiSource, Inc., Oneok Inc., SemGroup Corp, Williams Companies, 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, advice within Ihe 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 idea." Views contained in a 'Tactical Idea" on a particular stock may be contrary to the 
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, markel events, or other factors. For 
all research available on a particular stock, please 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 porlal on Matrix and also distributed electronically by Morgan Stanley to clients. 
Certain, but not all, Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic 
means as a convenience. Foi access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at 
http://www.m0r9anstanley.com/matrix.
Any access arid/or use of Morgan Stanley Research is subject to Morgan Stanley s Terms of Use (httpy/www.morganstanley.com/terms.html). By accessing and/or using 
Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use (http://www.morganstanley.com/terms.html). In addition you 
consent to Morgan Stanley processing your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy 
(hltp://www.morganstantey.com/privacy_pledge.html). including for the purposes of setting your preferences and to collect readership data so that we can deliver better and 
more personalized service 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://www.morganstanley.com/privacy_ptedge.html).

If you do not agree lo 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.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and 
objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to 
seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor’s circumstances and objectives. The securities, 
instruments. of stralegies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in 
some or all of them. Morgan Stanley Research is not an offer 10 buy or sell or the solicitation of an offer to buy or sell any security/instrument or lo participate in any particular 
trading strategy. The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, 
securities/instfumenls prices, market indexes, operational or financial conditions of companies or other (actors. There may be time limitations on the exercise of options or 
other rights in secunlies/mstruments transactions. Pasl performance is not necessarily a guide to future performance. Estimates of future performance are based on
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assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's 
secunties/instruments.
The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based 
upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or 
revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists'or economists' compensation is not linked to investment banking or capital 
markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

The "Important US Regulatory Disclosures on Subject Companies" section in Morgan 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, Morgan Stanley may have an investment 
of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan 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/instmments 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. Morgan Stanley makes every effort 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 information in Morgan Stanley 
Research change apart from when we intend to discontinue 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 personnel.

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 lake proprietary positions that are inconsistent with the recommendations or views in this report.

To our readers in Taiwan: Information on securities/mstruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited (“MSTL"). Such information is for your 
reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment 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 securities/instruments 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/instruments. MSTL may not 
execute transactions for clients in these securities/instruments. To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is atlributable 
to, Morgan Stanley Asia Limited as part of its regulated activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong 
Kong sales representatives.

Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research 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.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co., Lid. and. for Commodities related 
research reports only, Morgan Stanley Capital Group Japan Co.. Ltd; in Honq Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by 
Bank Morgan Stanley AG, Hong Kong Branch; in Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia 
(Singapore) Securities Re Ltd (Registration number 200008434 H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and 
should be contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Bank Morgan Stanley AG, Singapore Branch 
(Registration number T11FC0207F); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited A.B.N. 67 
003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail clients" 
within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial 
services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International pic, 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 Limiled, which has approved of and takes V
responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited, 
Niedertassung Deutschland, regulated by Bundesanstalt fuer Finanzdienstleistunqsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A , a Morgan 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 the rules of conduct applicable to financial research as established under Spanish regulalions; in the US by Morgan Stanley & Co. LLC, which accepts 
responsibility for its contents. Morgan Stanley & Co. International pic, authorized by the Prudential Regulatory Authonty and regulated by the Financial Conduct Authority 
and the Prudential Regulatory Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes of section 21 of the Financial Services 
and Markets Act 2000, research which has been prepared by any of its affiliates. Morgan Stanley Private Wealth Management Limited, authorized and regulated by the 
Financial Conduct Authority, also disseminates Morgan Stanley Research in the UK. Private UK investors should obtain ihe advice of their Morgan Stanley & Co. 
International pic or Morgan Stanley Private Wealth Management representative about the investments concerned. RMB Morgan Stanley (Proprietary) Limited is a member 
of the JSE Limited and regulated by the Financial Services Board in South Africa. RMB Morgan Stanley (Proprietary) Limiled is a joint venture owned equally by Morgan 
Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirsiRand Limited.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International pic (DIFC Branch), regulated by the Dubai Financial Services 
Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services 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 & Co. International pic (QFC Branch), regulated by trie Qatar Financial Centre 
Regulatory Authority (the QFCRA), and is directed at business customers 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 service is provided exclusively to persons based on their risk and income preferences by the authorized firms. Comments and 
recommendations stated here are general in nature. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment 
decision by relying solely to this information slated here may not bring about outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or 
representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability lor any damages relating to such data. The Global 
Industry Classification Standard (GIGS) was developed by and is the exclusive properly of MSCI and SSP. Morgan Stanley Research or portions of it may not be reprinted, 
sold or redistributed without Ihe written 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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1585 Broadway 20 Bank Street, Canary Wharf 1-9-7 Otemachi, Chiyoda-ku 1 Austin Road West

New York. NY 10036-8293 London E14 4AD Tokyo 100-8104 Kowloon
United States United Kingdom Japan Hong Kong

Tei: +1 (1)212 761 4000 Tel:+44 (0) 20 7 425 8000 Tel:+81 (0)3 6836 5000 Tel: +852 2848 5200

Industry Coverage:Diversified Natural Gas

Company (Ticker) Rating (as of) Price* (07/30/2014)

Brian Lasky

CenterPoint Energy. Inc (CNP.N) E (06/09/2014) $24.56

Cheniere Energy Inc. (LNG.A) O (06/09/2014) $73.4

Cheniere Energy Partners L.P. E (06/09/2014) $24.07
Holdings (CQH.A)

EnLink Midstream LLC (ENLC.N) E (06/09/2014) $39.01
Enbridge Energy Partners LP U (09/10/2012) $35.23

(EEP.N)

Enbridge Energy Partners LP U (12/17/2013) $34.42
(EEQ.N)

Kinder Morgan Energy Partners LP E- (06/09/2014) $78.38

(KMR.N)

Kinder Morgan Energy Partners LP U (06/09/2014) $82.17
(KMP.N)

Kinder Morgan Inc. (KMI.N) E (06/09/2014) $37.3
NiSource, Inc. (NI.N) E (06/09/2014) $38.51
Oneok Inc. (OKE.N) O (06/09/2014) $66.09

SernGroup Corp (SEMG.N) O (06/09/2014) $79.2
Spectra Energy Corp- (SE.N) E (06/09/2014) $42.17

Williams Companies. Inc (WMB.N) O (06/09/2014) $56.69

Sloth Ratings are subjecl lo change. Please see latest research for each company. 
' Historical prices are not split adjusted.

© 2014 Morgan Stanley
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NiSource Raises Earnings Guidance: Increasing Our 5-Year 

EPS Growth Rate and Fair Value Estimates

Charles Fishman, df A 
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NiSource reported 2014 second-quarter operating 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 $1.61 - 

Si.71 per share. We have increased our 2014 EPS estimate 

to $1.70 from $1.65 based on this revised guidance and the 

strong first-half performance.

NiSource announced that it would conduct an analyst day 

presentation on Sept. 29. Because of the increasing backlog 

of system modernization and growth projects, we believe 

there is a high probability that NiSource will increase its 

long-term annual EPS growth outlook (currently 5%-7%) at 

the presentation. We are increasing our five-year compound 

annual EPS growth rate estimate to 7.6% from 6.8%. This 

leads us to raise our fair value estimate to $32 per share 

from $30 per share. Our 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 comments 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 would begin contributing to earnings in late 

2017 or early 2018.

Vital Statistics

Market Cap (USD Mil] 12.126

52-Week High (USDI 33.70

52-Week Low (USOI 2R.85

52-Week Total Return % 28.1

YTDTota! Return % 19.4

Last Fiscal Year End 31 Doc 2013

5-Yr Forward Revenue CAGR % 6.8

b-Yr Forward EPS CARR % 6.9

Price/Fair Value 1.28

Valuation Summary and Forecasts

nst<il Vcar 2(112 7013 ni’j/n yowl)
Price/tarnings 17.0 20.fi P33 216

[V/FBIIHA 9.9 11 ? m 103
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Free Cash Flow Yield % -3.0 -4.4 ■4.7 ■4 3

Dividend Yield % 3.5 3.0 27 2.8

Financial Summary and Forecasts (USD Mil)

ristdlYcar 7012 2013 701MH

Revenue 5.061 5.657 6.123
mk

Revenue YoY % -15.9 11.8 82

EB1I 1.039 1,126 1.269 1.388

EBIT YoY % 17.7 8.4 12.7 94

Net Income. Adjusted 437 494 526 572

Nei Income YoY % 17.4 13.0 6 5 88

Diluted [PS 1.46 1.58 1.65 1.78

Diluted [PS YoY % 7.9 8.3 4.6 81

Free Cash Flow 71 -379 ■157 ■390

Free Cash Flow YoY % 339 3 •637.2 ■58.5 148.0

HisiunCdJ/ta'eCASl daw snmws ^rr Mftf(>»nq$ui (stimulus and rrwy tcilfici dijjusirrmnts

Profile

NiSource is one o' the nation's largest natural gas distribution companies 
with 3.4 million customers in Indiana. Kentucky, Maryland. Massachusetts. 
Ohio, Pennsylvania, and Virginia. NiSource also owns 15,000 miles of 

naiural gas transmission pipeline, operates one of the nation's largest 
underground natural gas storage systems, and provides unregulated 

midstream services in die growing Murccllus and Utica shale produclion 
area. NiSource's electric utility generates, transmits, and distributes 

electricity m notthern Indiana.

& Woratnjtfif 20U All **9*1 Mor*ng*ij*'s ‘\Kn *jwigi & i cnuaucrt chffNfc he.nr tg yced « r shp J S Si-tur.i.« CuryRS5*on a i Niucnji, £:rij: caI ajr rvj O'ga* Muon Kion 1 ot b

Uftlro -fl a vw "Uy uM re»* C*1*-* ll'e :Ov*ry hrttuO iKyjinal ‘S ts^d Jail. rpjprr Co cwiSMuJ* Jdyift jreproiKd
•.olefy lo' in'ormdNoaaJ puWCi arwj;rei?lcvp w noi ,r qMpr u* bwo* aaecuiiry i<*i arp not wirfinisd uj r* tcu'ti, coffipiste or occ^ai? The op./*on* n y '** jjh wnrtcr awi a'P to ctijngp ^Tnci* not ce \ ceppi as
rpqoHPfl Oy law, Mo«rnritffit»v sMI not &C fS5pon:kC*e ’tn an, irad "I 3e:'5»;ns. Corn.^es or ott.er lewrt Irom. or rplarw ij f’e If.iu'maiion Jara onjlyitstn op.')<ifls w V.I. inM,rmai.ur tunrainfO F.pn>irM^ •t.e MUpiietJ 1 O'orh',,« of
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Last Price Fair Value Consider Buy
37.68 usti 32.00 usf) 22.40 USD

Consider Sell Uncertainty
43.20usd Medium

Economic Moat™ Moat Trend™ Stewardship Momingstar Credit Bating Industry Group
Narrow Stable Standard BBB Utilities - Regulated

Morningstar Analyst Forecasts

Financial Summary and Forecasts

fiscnl Yr.v F nils in DecemBer forecast

3-Ysai 5-ftw
Grawiiil'tYoV’l Hist CAGH ?mi ?01? ?013 ’0M 2015 PrO) Olfjf?
Revenue ■4.1 -6.3 -15 9 11.8 8.2 6.6 6.8

EBII 6.9 -0.2 12.7 8.4 12.7 94 9.8

EBITDA 3.9 -4.0 n.c 6.4 99 9.3 8.9

Net Income 13.2 14.1 12.4 13.0 6.5 8.8 9.0

Diluted EPS 90 10.8 7.9 8.3 4.6 8.1 69

Earnings Before Interest, alter Ta* 44 10.4 4.1 -1.0 169 4.7 80

Free Cash Flow ■737.7 -88.9 339.3 -637.2 ■595 148.0 —

3-Ycsi 5 fMi
PraliTitiil.t> Mist. A-Jt) ?hn .•n:‘ 71113 /ON 71715 Pio, Amj

Operating Margin % 196 15.3 20.5 19.9 70 7 21.3 21.9

EBITDA Margin % 29.7 24.3 31.6 30.1 30.6 31.4 32.0

Net Margin % 7.9 G.5 8.6 8.7 8.6 88 9.1

Free Cash Flow Margin % ■1.7 0.3 1.4 -6.7 ■2.6 -6.0 ■2.9

ROIC % 7.3 7.6 7.5 6.9 7.4 72 7.2

Adjusted ROIC % WO 10.6 10.2 9.1 9.7 9.2 9.0

Return on Assets % 1.3 1.5 2.0 2.4 2.2 2.7 2.3

Return on Equity % 7.7 6.0 7.9 9.3 8.8 9.2 9.4

3-Yl-ji 5-fcj'
Itveiiw Hist Any 7311 2U1? 7013 7(11 J /on I'rot Avg

Dubl/Capiul U6Q 0.01 0.59 0.60 061 063 0.62

lotal Dohl/FRirOA 523 5.45 5.1)11 5.111 5.21 5.26 5 W

FBITDA/Interest Expense 3.34 3.88 3.83 4.11 4.03 399 4.07

Valuation Summary and Forecasts Discounted Cash Row Valuation
?ni.7 Mis .’UMfO lum V.iluR Pei Share

USD Mil l%l Value
Pnce/Fair Value 100 1.22 __ ___

Pnce/Earnings 17.0 20.8 233 216
Present Value Stage 1 -816 -4 5 -2.55

EV/EBITDA 9.9 11 2 11.3 103
Present Value Stage II 1.359 /.5 4.25

EV/EBI1 152 17.0 166 152
Present Value Staqe III 17.611 97.0 55.12

Free Cash Flow Yield % -3.0 18.155 100.0 56.62
-4.4 4 7 -4 3

Dividend Yield % 3.5 30 77 28

Cash and Equivalents 70 __ 0.22

Debt •8,834 — -27 65
Key Valuation Drivers Preferred Stuck — — —

Cost of Equity % 100 Other Adjustments 35 — 0.11

Pre-Fax Cost ol Debt % 5.0 Equity Value 9.425 - 29.50

Weighted Average Cost of Capital % 6.7

Long-Run Tax Rate % 35 0 Projected Diluted Shares 320

Stage IIEBI Growth Rate % 7.0
Stage II Investment Rate % 87.5 Fair Value per Share IUS0I —

Perpetuity Year 15 me flay m :hy idble abovn femcscni base case forucjiis m the company < reporting
cirrenn as o! rhn bcamninq ot the onwit »eai Dm Ian value r:timaii’ irav diiler from ihe
euu rv value pe< shart showri above cjje lo our nme volue of money dijjsfrnem and m c&ios
wbero probabtKtY^wcKjfitec sceflano ^K*sis 15 pcffotnicd.
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oiW'ao* : 5 »a3'5> voo/ray uis ih i .epcr n rt» ;o«rri>«ftwO*<i »:s (y'C**ial SiSthtwiv 15 taseil jjtj grAs'.: *‘4cs>n«r. ypscnipfl nejc-ftco W conu lu'e^sa^f ^*ce j o^^kc

< tidy ■ &’ 'ft, won ® ^ r * «'ft e a»4 hfti a * c M ?• i o twy or toil a jrc g- ? :& « y rim« ro ?e cro *: f ccn>pi< i# c* see j«t4 IM ov'toc* •» 3* ^ w at a o' ’M dats 1 v er jn- 4 >• y/tp  ̂110 ir.a'v * ''/»•' «OhC e s «f rpt ai c w w
itfti.tffflC'v law. Wo-'orgiigi '.rail not:- '*!$<yvfS? ly anv t'lflng cJ^iSiV-s. Cama^vor oiv^ r^y.? f*vj't'r»gr/cm. Of -tii'ti 13 t«e irrfp,T«fiir data 3*aV»es& Oft'ff^ior turn Re "v .rr;rrrvfofttonii.M5 PS'Cin * jv Of00rf0t3>?f0p€r» c»
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NiSource Inc N! . ★★

Lasl Price FoirVaiue Consider Buy Consider Sell Uncertainty Economic Moat™ MoatTrend™ Stewardship Momingstar Credit Rating Industry Group
37.68usd 32.00usd 22.40usd 43.20usd Medium Narrow Stable Standard BBB Utilities • Regulaied

Momingstar Analyst Forecasts

Income Statement (USD Mil)

fiscal Yfiar Tods in ember ______ Forecast

2011 2017 2013 2014 7015
Revenue 6,019 5,061 5,657 6.123 6.524

Cosi of Goods Sold 2.556 1.542 1.816 2.023 2.109

Gross Profit 3,463 3,520 3,842 4.100 4415

Selling. General & Administrative Expenses 1.723 1.663 1.874 1.376 2.HI

Other Operating Expense tlncomel 295 288 301 297 307

Other Operating Expense (Income! -15 -32 •36 -45 -49

Depreciation & Amortization (if reported separately) 538 562 577 603 658

Operating Income (ex charges) 922 1,039 1,126 1.269 1.388

Restructuring S Other Cash Charges 17 -4 •18 — —

Impairment Charges (if reported separately) — — — — —
Other Non-Cash (Incomel/Charqes — — — — —

Operating Income (incl charges) 905 1,043 1,143 U69 1.388

Interest Expense 377 418 415 465
0

interest Income •61 2 24 5

Pre-Tax Income 467 626 753 809 880

Income lax Expense 163 216 26? 233 308

Other Aiter-Tax Cash Gains [Losses) -5 6 6 _ —

Other Atter-Tax Non-Cash Gains (Losses) - — 35 — —

(Minority Interest) — — — — —

(Preferred Dividends) — — — — -

Net Income 299 416 532 526 572

Weighted Average Diluted Shares Outstanding 289 300 314 313 321

Diluted Earnings Per Share 1.03 1.39 1.70 1.65 1.78

Adjusted Net Income 389 437 494 626 572

Diluted Earnings Per Share (Adjusted) 1.35 1.46 1.58 1.65 1.78

Dividends Per Common Share 0.92 0.94 0.98 102 1.06

EBITDA 1.443 1,505 1,721 1.872 1046

Adjusted EBITDA 1,460 1,601 1,703 1.872 1046

«t< Wcr'i^rai ?0U U\ Resefvca Wo<n**>5iiji's C*rtii Stings o«oOuf« jftflotretefl l»y Int. which«•wtugiyered w.k tnrit S S«uM*sdniJ£icftjA*& Ccxtckw. h i N^onaiiy cjl
r N «5 1 l cr P* wOM n 3 ra* r> agtgfl "vm vw mj> im tr,. s rp»r o<i V1 m fw cou« 'y < n whi crt it^ q. i ginat ctstt i but tf is ijasetJ Twin tormdt w 0 a; a 3h33y s» s jto op ftio/ii P1 c-sen: “U he rfjtn flu r<ci c on it 1 rui c t nvt;« mew a :vce. at r tr 0. ioefl
folt'iy to: intor-,jiiorjj puipi.^w ^ oiiei it' hr^ tu udl aiecoftty ana d'e noi*2n;rii«310 W coiriplsie «cij'a;e inc opuiruns e^iifr^sbd ate n ©f Qaipwriicn ivj ar- Scaf«f 10 change wuntMi mjKn E»ceoi a\ cmtiwrse
wjii'iiriJ r> law. Mo,ni' pwjr ihiJI m be <c>ptnvhle ’o' arv trifle Oc^s'jns.Oaiwges 0'tithe* Joues igioiting ttryn ur irlatefi la ipe iniorryooun 3313 a^lyse? or opi^o^s o* ihiju wt 'ne tofotTTwinjrt conuj'if-cnirp.  ̂n the cwopoetd'y propfery pi 
Vo'mnr.H* jw ~a*'0? ben whjteo* iipaft. 0 u'.ccs in <»nv r^»ve*.«rn^yr the ptiw wtitte*''ftnsem pf Vflfmngsra/too iftt leprtws cafl .t 3I.1 6%-6tCD l-ccnsf netall *1 JlJ-GHG-Gfic? See lp»i p)ce ioniTponA*ti ditdn^s
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NiSource Inc Ni ★★

Last Price Fair Value Consider Buy ConsiderSelt Uncertainty Economic Moat,M MoatTrentf™ Stewardship Morningstar Credit Rating Industry Group
37.68u$n 32.00USD 22.‘10ust) 43.20USI) Medium Narrow Stable Standard B58 Utilities • Regulated

Morningstar Analyst Forecasts

Balance Slteet (USD Mil)

Fiscal Y(«ar [ nils in December _______ fotecu\t

2011 7017 7013 7014 2015

Cash and Equivalents 17? 83 35 193 163

Investments — — — — —

Accounts Receivable 855 90/ 1.006 1.090 1.162

Inventory 566 496 500 554 579

Deterred Tan Assets (Current) - — — — —

Other Short Term Assets 655 866 618 750 750

Current Assets 2,248 2,352 2.159 Z594 2.658

Net Property Plant, and Fnuipment 11.800 12,916 14,365 15.943 17.259
Goodwill 3.677 3.6/7 3.666 1666 3.666
Other Intangibles 238 287 276 276 276
Deferred la* Assets (Long-Term) — — — — —

Other Long-Term Operating Assets 2,635 2,613 2,188 2,56/ 2.689
Long-Term Non-Operating Assets — — - — —
Total Assets 20.708 21,845 22,654 24.940 26.548

Accounts Payable <135 539 BIS 690 719

Short-Term Debt 1,637 1,284 1,241 1250 1.250

Deterred Tax Liabilities (Cuirentl — — — — _

Other Short-Term Liabilities 1,525 1,479 1,319 1.500 1,500

Current Liabilities 3.646 3,302 3,178 3.440 3.469

long-Term Debt 6,267 6,819 7.593 8.500 9.500
Deferred Io« l labilities (Long-Terml 2.512 2,953 3.2/8 3.63? 3.963

Other long-Term Operating Liabilities 3,256 3.216 2,718 3.252 3.236

Long-Term Non-Operating Liabilities — — — - —
Total Liabifities 15,711 16,290 16,767 18.823 20.169

P'.etencb Stock __ __ ___ — —

Common Stock 3 3 3 3 3

Additional Paid-in Capital <1,168 4.598 4,690 4 725 4 760

Retained Earnings (Delicit) 917 1,060 1786 1.486 1.717

(Treasury Stock) -31 -41 -49 ■49 -49

Other Equity -60 -60 .44 -49 -54

Shareholder’s Equity 4,997 5,554 5.887 6.117 6.379

Minority Interest — — — — —

Total Equity 4.997 5.554 5.887 6.117 6.379

2* 1 Vcx<*«n5:ii' ?0-- AH Reserved Marningifjri .•eco Pa;if<r, h Aevan* ■% o*MuC9C ^3 oMert-3 tv Mon'rqu.r In:. 1* pit rjjis'erec wi*' U S Secures Corvt»«&or, it eNat.ons r* $iri!i cel R«t'pg on Pnofl 4 B
I N''SaC*i Ifc'ett wvrwm ixwtof " »sewti'e yf»j tji i.« tft j'fptr orhyin * it iy ti-.w Ine itrtormj-jcn. end ex*yss*. 4*c 05*^0^*; c<es«r:fc *«»*<' tfc'Of jj-te re sev'tttf

lu* cvtpnsps iftfl t^ffror* noi a*! of’et :o tift pf sell ^sew^ry vhj a'efoi w5N>'iteo»o ce co"cci <or^f‘i‘ o' ji.i ur^t- Th* o^'vons ttgrw.c aie v, 0* *N jv, re f» cAjogs wtNiwi nof*cc t ajfpi Cfh#'vn,>
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Last Price Fair Value Consider Buy ConsiderSell Uncertainty Economic Moat™ Moat Trend™ Stewardship Momingstar Credit Rating Industry Group
37.G8IJSD 32.00USD 22.40usit 43.20usti Medium Narrow Stable Standard B8B Utilities - Regulated

Momingstar Analyst Forecasts

Cash How {USD Mil)

Fiscal Year Fnds in [Ificemrer _______ Forecast

?0ti 2012 2013 ?ou 20)5

Net Income 299 416 537 526 572

Deoreciation 538 562 577 603 659

Amortization - — — — —

Stock-Based Compensation 39 45 51 49 57

Impairment of Goodwill — — — — —
Impairment ol Other Intangibles — — — — —

Deferred Taxes 178 305 287 ,754 332

Oilier Non-Cash Ar1|iistments 217 25 -65 - —

(Increase) Decrease in Accounts Receivable 220 •51 -95 -86 ■72

(Increase) Decrease in Inventory -142 62 -9 -54 -24

Change in Other Short-Term Assets •274 -157 81 -132 —
Increase (Decrease) in Accounts Payable •155 57 68 71 29

Change in Other Short-Term Liabilities — — — 181 —
Cash Front Operations 920 1,264 1,427 1,514 ML

(Capital Expenditures) -1.125 -1.499 •1.880 2.081
m

Net (Acquisitions). Asset Sales, and Disposals 9 26 18 — —
Net Sales (Purchases) of Investments — — — — —

Other Investing Cash Flows -34 51 -148 >60 -143

Cash From Investing -1,149 -1.422 •2.010 ■1.921 •2.216

Common Stock Issuance (or Repurchase) 21 374 36 75 35

Common Stock (Dividends) •258 •273 -306 ■326 ■341

Short-Term Debt Issuance (ut Retirement) •23 •582 -78 a —

Long-Term Debt Issuance (or Retirement) 541 656 794 907 1000

Other Financing Cash Flows — — — ■43 ■53

Cash From Financing 281 175 445 576 642

Exchange Rates. Discontinued Ops. etc. (net) •50 8 129 -5 ■5

Net Change in Cash 2 25 -10 164 ■31

ff v.orring^iai 3UK Allflign<; ResErvrJ Morningiidr's CrMiiRsnngr dfiosoartn r,uinainfiiEnuciirreJr>*Momingsisr lot.«*hithu w re9.vj.-ta w-m me US Sn-unr-ei jnc[.ihanoEConfniss.iii'ir aNaiionjPiy Seicgruje,] •:an;n(iiHaiinga'gJn-Eai-or' 
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Last Price Fair Value Consider Buy
37.68 usd 37.00 usn 22,'IOusd

Consider Sell
43.20 usd

Uncertainty
Medium

Economic Moat,w Moat Trend™ Stewardship
Narrow Stable Standard

Morningstar Credit Rating
BBB

Industry Group
Utilities - Regulated

Price/Fair Value Mci-ir^su' c.i:> a:-Jut 3a 2:ju
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© 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. It has not 

been made available to the issuer prior to publication.

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 premiums to their intrinsic value. 

Based on a fundamentally focused methodology and a 

robust, standardized set of procedures and core valuation 

tools used by Morningstar's Equity Analysts, four key 

components drive the Morningstar Rating: 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 

methodology is available from http://glnbal.morningstar. 

com/nquitydisclosures.

It has not been determined in advance whether and in what 

intervals this document will be updated. 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. Regarding Morningstar's 

conflicts of interest: 1) Equity Analysts are required to

comply with the CFA Institute's Code of 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 

participate 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 Morningstar's 

conflict of interest policies is available from http://global. 

morningstar.com/equitvdtsclosures.

Unless otherwise 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 this document 

is Morningstar Inc.. The information contained herein is not 

represented or warrantod to be accurate, correct, complete, 

or timely. This report is for information purposes only, and 
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permission.
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3Q Slight Miss; MLR Creation and Separation on 
Track

Event
Ni reported 3Q14 adjusted I:PS 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 (-$0.01), the quarter was solid operationally. 
More important, the MLP creation and separation transactions remain on track for 
completion by mid-2015, as expected. We reiterate this transformation will produce 
two yield plus growth investment vehicles that sport cleaner, lower risk cash flow 
with higher growth rates than arguably each of its peers. Project backlog update I) 
this month. NI placed into service two pipeline projects (West Side expansion and 
Giles County growth project) totaling S240mm of investment on time and on 
budget: 2) the $870mm WB Xpress pipeline project is contracted and remaining 
conditions arc expected to be cleared by year end; and 3) with solid results from its 
recently completed non-binding open season, the potential Mountaineer Xpress 
pipeline project continues to progress. 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 SIB range, 
suggesting $t/sh ofNAV upside.

Impact & Analysts
Neutral on the whole. Owing to the 3Q miss, we are reducing our 2014 
estimates by $0.03 to $1.68, within management's reaffirmed guidance in the 
upper half of its initial $ 1.61-S1.71 band (i.e.. $ l .66-$ 1.71). For 2015-2016, 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 
I5.8x P/DCF and 11 6x EV/EBITDA, slightly above our US coverage averages

Price (29-Oct) $41.62 52-Week High $42.29
Target Price S42.00 52'Week Low S30 65

NiSource Inc. <N1>
Price High Low Cfose{USS) EjrninqvSMarefUSi)

10

200

100

0

200

100
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/ \

llillilllllllilliliHl lIlllllllllllilliiHliiiMilimmill

fJl R«:jti.e lo SIP SCO

1 0 

200 

100 

0

200

Lost Daia po nt Ocrob*/ 20

(FY-Dec.) 2012A 2013A 2014E 2015E
EPS $1.44 $1.57 $1.68l $1.83
P/E 24.8x 22.7x

CFPS $4.31 $4.37 $4.55; $4.27
P/CFPS 9.lx 9.7x

%ev. ($mm) $5,091 $5,657 $6,352 $6,536
EV ($mm) $22,590 $22,590 $22,590 $22,590
EBITDA ($mm) $1,615 $1,745 $1,688 $2,014
EV/EBITDA 14.0* 12.9x 12.Ox 11.2x

Quarterly EPS Q1 Q2 Q3 Q4
2012A $0.73 $0 23 $0.05 $0.44
2013A $0.69 $0.23 $0.18 $0.47
2014E S0.82a SO.25a $0.14a $0.47

Dividend $1.04 Yield 2.5%
Book Value $18 21 Price/Book 2.3x
Shares O/S (mm) 313.3 Mkt. Cap (mm) $13,039
Float OiS (mm) $10.8 Float Cap (mm) $12,936
Wkly Vol (000s) 10,066 Wkly $ Vol (mm) $361.4
Net Debt (Smm) $6,740 Next Rep. Date na

Notes: All values in US$
Major Shareholders:
First Call Mean Estimates: NISOURCE INC (US$) 2014E: $1.71; 
2015E: $1.84

of I5.3xand 10.5x,respectively.

Changes Annual EPS Annual CFPS
2014E $1 71 to $1.68 2014E $4.51 to $4.55

Please refer to pages 6 to 9 for Important Disclosures, including the Analyst's Certification.
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3Q14 at a Glance

Nl reported 3Q14 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 of285 MMDth increased I0% y/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 l % y/y, 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% y/y, mainly from greater industrial usage as a 
result of their expanding plant operations.

Corp/Other on target. EBIT of -$5 million was in line with our estimate.

Interest on target Interest expense of SI 09 million was in line with our estimate.

-$0.02 Taxes. The effective tax rate of 45% was higher than our 35% estimate.

Major Project Update

WB Xpress

For S870 million, WB Xpress will provide 1.3 Bcf/d of takeaway capacity for Marcellus g 
access both eastern and western markets once in service (expected 4Q18). 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 mmef/d to 2.5 Bcf/d range) for Marcellus and Utica gas 
production. Currently, the project’s scope is being refined and discussions with potential shippers 
regarding capacity commitments are undenvay. While still early in the process, management 
indicated this project would be sizeable should ii go forward, which we estimate to be in the $! 
billion range. This in turn would suggest an incremental $l/sh of NAV, or uplift to our price 
target should the project be brought over the commercial transom.

Page 2 * October 30, 2014
BMO Capital Markins
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Exhibit 1: NiSource Income Statement

Consolidated Earnings 
IS Millions Eacapl Per Share Data) 

Operating Revenues:
Gas DislntH/tton
Pipelines S Sloiage
Electric
OlHer
Revenues

Operating Expenses*
Cost of Sales 
Operation S Maintenance 
DO&A
Loss (gam) on asset sales 
Taxes andOtnet 

Total Operating Expenses

Operating Income 
Otner

Equity in Earnings 
Olher

Total Otner Income

Reported EBIT 
EBITDA

EBIT Composition
Gas Distribution
Pipelines S Storage 
Electric
Corporate 4 Otner 
Total EBIT

Inlercsl Expense
Preferred Distributions of Subsidiaries 

Financing Expense

Mmonly interests (Nl MLP)

Income Before Taxes 
income Taxes 

Current 
Deferred

Total Income Taxes 
Effective tnc. Tax Rate (%)

Net Income From Continuing Operations 
Discontinued Operations, net 
Change in Accounting 

GAAP Net Income to Common

AO/usfmenls fo Core 
Asset Impairment 
Gam (Loss) From Disposal 
Other Non-Recumng Gams (Loss)

Total Adjustments 
Non-GAAP Core Earnings

Shares Outstanding (mm)
Avg Diluted Shares Out 
A«g Basic Shares Out 
Penod-end basic Shaies Oul

Earnings Per Share (Diluted)
GAAP EPS 
Core EPS 
EPS Growth (core)

Dividends 
Cash per share 

DivGrowth 
Payout Ratio (%)

2009A 2010A 2011A 2012A 2013A Q1 Q2 Q3 04 2014E 2015E 2016E

43.303 43,096 42.918 41.960 42.226 41.215 4424 4240 4901 42.780 43.538 43.620
1.241 1.261 1.355 1,462 1.643 579 390 382 337 1.688 t.437 1,504
1.213 1.375 1.428 1.508 1.563 450 405 425 400 1,679 1.715 1.760

542 603 319 161 224 77 117 77 i£5) 206 (154) (154)
6,299 6.335 6.019 5.091 5.657 2.321 1.335 1.124 1.573 6 352 6.536 6.729

2.978 2.898 2.556 1.549 1,816 1.061 372 231 478 2.142 2.135 2.143
1,650 1.654' 1.723 1.674 1.874 501 533 530 519 2.083 2,117 2.175

589 596 538 564 577 149 149 153 154 605 641 672
16 1 17 (4) (18) (16) (1) 0 0 (16) 0 0

283 287 295 289 301 101 73 68 82 325 314 314
5,516 5.436 5.129 4.072 4,550 1,797 1,127 981 1.234 5.138 5.207 5.309

783 899 890 1.020 MOB 524 209 143 339 1,214 1.329 1.420

16 IS 15 32 36 10 11 12 12 45 58 69
(6) 4 (61) 24 5 B 12 0 24 15) (51
10 19 (47) 31 60 14 19 24 12 69 54 65

4793 4918 5844 51,051 51.168 4538 4227 5167 4351 51.283 51.384 41,485
41.383 41,514 51.382 51,615 51,745 4687 5376 5320 5505 51,888 52,014' 52.112’

328 324 393 403 445 302 60 1 166 529 545 581
389 377 360 398 441 159 104 94 126 483 543 621
117 233 210 251 266 76 63 77 56 277 310 333
(52) uey (119) 0 15 .ID 1 1§) 0 (6) (D (D

4793 5918 5844 51.051 51,168 5538 $227 5167 5351 51,263 51.394 51,531

399 392 377' 416 415 109 109 110 120 447 483 485
0 0 0 0 0 0 0 0 0 0 0 0

399 392 377 416 415 109 109 no 120 447 483 485

0 0 0 0 0 0 0 0 0 0 (17) (94)

394 526 467 535 753 429 1t6 ' 57 231 836 894 952

(214) 118 (15) (86) (26) 14 2 , (8) 20 28 186 200
378 55 178 305' 287' 149 38 ' 34 61 282’ 127 133
165 173 163 219 262 163 40 26 81 309 313 333
42%i 33«* 35%' 34% 35%’ 38% 33%' 45% 35% 37% 35% 35%

229 353 304 416 491 266 79 31 150 527 581 619
(12) (0) 15) 0 6 (0) (0) (0) 0 (1) 0 0
ffl) (58) 0 0 35 0 0 0 0 0 0 0

5218 4294 5299 5416 5532 5266 578 $31 5150 5526 5581 5619

0 0 0 0 0 0 0 0 0 0 0 0
(8) 0 0 0 0 0 0 0 0 0 0 0

(40) 1_1 (74) HZ) 13) 8 l' Hi) 0 13) 0 0
(49) 11 (74) 07) (3) 8 T (14) 0 (5) 0 0

5278 5342 $378 5433 5494 5258 578 545 5150 5532 5561 4619

276 280 289 300 314 315 316 317 317 316 317 316
275 278 280 292 312 314 315 315 316 315 316 317
276 279 282 311 314 315 315 316 ' 315 316 317 317

$0.79 51.05 51.04 *1.39 51.70 50.64 50 25 50.10 50.47 51.66 51.83 51.95
51.0l' $1.22' $1.31' 51.44' $1.57' 50.62 50.25 50.14 50 47 51.68' 51.63' 51.95'

-19 4% 21 0% 7 4% 100% 9 3% 18 9% 6 9% 21 0% 00% 69% 8 7% 6 5%
B 3%'

50 92 50 92 SO 92 50 94 SO.98' SO 25 50 25 50 26 50 26 51.02’ 51 08' 51.16'
00% 0 0% 0 0% 2 2% 4 3% 4 2% 4 2% 4 0% 4 0% 4 1% 5 9% 7 4%

1166%' 87 5% 88.7% 67.9%' 57 8%' 61 3%' 59 0%* 59.5%’

Source: BMO Capital Markets estimates, company data.

Capital Markets
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Exhibit 2: NiSource Cash Flow Statement

Cash Flow stawmeit
<S Millions Except For Share Data) 2009A 2010A 2011A 2012A 2013A 01 Q2 Q3 04 2014E 201SE 2016E

218 292 299 416 532 266 78 31 150 526 561 619
569 596 536 562 577 149 149 153 154 605 641 672
378 200 178 305 287 149 38 34 61 282 127 133

4 (20) 3 (8) (7) 2 (0) 0 0 2 0 0
13 10 9 10 9 2 3 2 0 8 0 0
W> (0) 0 (4) (18) (16) (D (3) 0 (19) 0 0

('5) 7 16 4 (4) (2) (6) 3 0 (5) 0 0
0 0 0 0 0 0 0 0 0 0 17 94

36 112 139 J2 15) n 10 21 0 42 m lf6)
81,219 81,197' 81,183' 81.295 81,372' 8561 $271 8242 $365 $1,439 $1,355 $1,473
84.42 84.27 84.10 84.31 84.37 81-78 80.86 80.76 $1 IS 84 55 84.27 84.64

259 (244) 318 (181) 31 (264) 442 r 187 365 0 0
129 103 (142) 62 (9) 274 (246)’ (199) (171) 0 0

0 0 0 0 0 0 0 ’ 0 0 0 0
(192) 38 (155) 57 68 127 (297)’ (48) (218) 0 0

2$ (25) (5) (44) D (23) 2 ’ 91 70 0 0
83 (206) (201) 144 21 1276) 110 ’ 87 (79) 0 0

382 186) 25) 168) lf9) If) 124)’ 1U3 (154) 0 0
686' (420) (262f (30)’ 55' (167) (13) (6) 0 (187) 0 0

(255) 157) 150) 11 10 12) m” 12) 0 ID 0 0
1.651 720 870 1.276 1.437 394 257 236 365 1.252 1,355 1.473

(777) (804) (1.125)' (1.499? (1.880? (386) (467)’ (589) (758) (2,200? (2,017? (2.645)
0 0 0 0 0 0 0 ’ 0 0 0 0 0
0 0 0 0 0 0 0 ’ 0 0 a 0 0
6 } 9 26 18' 5 \ 9 1 0 8 0 0

109 1140) Q4J 51 (148) J2D 2D’ en 0 £7®) 0 0
(662) (944) (1,149) (1.422) (2.010) (408) (490) (615) (758) (2.271) (2.017) (2.645)

6 0 0 01 119 0 0 ’ 0 0 0 0 0
(655) (943) (1.149) (1.425) (1,691) (408) (490) (615) (758) (2.271) (2.017) (2,645)

26 14 24 384' 44' 9 ' 7 ’ 6 12 34’ 24' 0
0 0 0 0 0 0 ’ 0 ’ 0 0 0 375 500
0 0 0 0 0 0 ' 0 ’ 0 0 0 a 0

1.460 250 890 988 1,308' 0 r 0 ’ 748 1.000 1.748 0 0
0 0 0 0 0 0 r 0 ’ D 0 ’ 0 750 0

(3) (2) P) (10) (S) (10)’ (0)’ (0) 0 (10) 0 0
0 0 0 0 0 0 ' 0 ’ 0 0 0 0 0

U.170) (1.071) (287f (332? (511? (9)' (4)’ 1504? 0 (517) (230) 0
0 0 0 0 0 0 ' 0 ’ 0 0 ’ 0 0 0

(1,061) 1.280 (23? (582) (78? 114 r 289 ’ 210 (500) 112 50 575
0 O 0 0 0 0 ' 0 ’ 0 0 ’ 0 0 500
0 0 0 0 O' 0 ' 0 ’ 0 0 0 ’ (15) (39)

(253) (256) (258? (273? (306? (79)r (79)’ (82) (82) (32!) (342) (367)
0 0 (62) 0 (21 0 ' 0 ’ 0 0 0 0 0

(t.000) 216 281 175 445 25 213 379 430 1,046 612 1,169
0 0 0 0 0 0 0 ’ 0 0 0 0 0

(1,000) 216 287 175 445 25 213 379 430 1.046 612 1,169

154) (87) 82 525 (59) 811 ($20) (80) $37 $28 (SM) (S3)
821 816 89 512 836 827 838 $18 $18 827 554 $5
816 89 512 $37 827 536 818 $18 854 $54 55 $1

Operating Activities
GAAP Mel Income *om Coni. Ops
DMA
Detenefl income lax benefrl 
Deferred Revenues 
Amortization of premium on dew 
Less Gan or Loss on assets 
Less Equity Earning* plus Cash Distnoulions 
Non-cash minority interest 
Other non-cash income items 
OCf (pre-working capital)
OCF per share

iVortnng Capital
Accounts and notes racenaole
Inventory
Less Change ot pnce Risk Management Actiuties

Accounts payable
Customer deposit, net
other assets
Other Liabilities
Changes m Working Capital

Diseonimued operations 
Cash Flew From Operations

Investing Activities 
Capiial spending (to PP&E)
Purchases ot equity investments 
Acquisitions
Proceeds from a*sei sales 
Other

Cash Used in mvesling 
Discontinued Operations 

Investing Cash Flow

Financina Activities
Sale of Common Slock 
Sale ot Common Units (MLP)
Sale ol Preferred Slock 
SaleotL.T. Debt 
Sale of LT. Dew (MU’)
Redemption of Common Stock 
Redemption of Preferred Stock 
Redemption olL.F. Debt 
Redemption of L T. Debt (MLP)
Change m Notes Payable. LC. ST Debt
Change in Notes Payable. LC. ST Debt (MLP)
Payments to Minority Interests
Dividends
Other

Cash From (For) Financing 
Discontinued Operations 

Financing Cash Flow

Change in Cash
Cash 1 Temp in* Beginning olYr.
Cash & Temp. mv. End ol Yr.

Source: BMO Capital Markets estimates, company data.
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Exhibit 3: NiSource Balance Sheet

Bafanc* Sheet
IS Mithont Except Per Share Dalai 20Q9A 2010 A 2011A 2012 A 2013A Ol 02 03 04 20 UE 2015E 2016E

Ami.
Cash & EQtatelefi? 16 9 12 36 2? 38 18 id 54 54 12 ,

RntnctM Coih US ?03 161 *7 8 tl 10 16 16 16 16 tS

Receives &** 1.121 961 VW4 t TU5 \ 471 f 989 * 739 739 n$ 739 739

Ajkpwance br UncotkClsHe Acts t«0J (4’l <3'1 t?‘) <?4J (35) (30) (181 (10) (IS) O0f i>0)
Unbilled Resertuea 0 0 0 0 0 0 □ 0 0 o 0 0

UnPenecovereo gas & bet coals 40 136 21 4$ 46 114 76 55 56 55 55 55

lrr«t<>t&rie$ 386 428 566 496 500 ?26 f 469 * S68 668 668 668 £68
ST As^ela Puce ftiik Managemv<rd T73 160 137 92 23 14 13 0 0 0 0 0
Regutat^y Ansels ?36 152 !?0 163 143 :59 188 200 ?0C 200 700 200

Other Cunent 387 283 26? 3A4 331 ?3i 3?1 ' 335 335 335 £5 335

Total Current Assets 2.Z24 2 449 2.246 2.352 2 159 2 230 2055 ? m? 2.040 ?.04fi 2.006 t 995

Ptant & EQurpmeM (GrovsJ 10038 19.590 20.470 21.902 23 672 24 016 ' 24 S33 r 25.170 25.070 75,876 27.094 30 540

Accumulated 0D4A IB.354) 18 493) (6fe70i 18 9061 1125U (9 3591 19 4441 19533) 19 6671 19 6871 110 3201 n^ oooi

Plant & Equipment Net 10SB4 11 097 11.600 12916 14 365 14 658 15.0B9 1S.5A7 16 191 16 191 17.457 19.540

imestments 295 349 366 436 570 010 839 655 655 555 055 655

IT Prrre Pisk Management 238 240 169 56 1 0 0 0 0 0 0 0

RvfjlVary A&&eta t &4* 1650 1 978 2.024 1 622 1.4K 1 454 1 441 1 441 1 44) 1 441 1 <41

Gooid^lt 3 877 3,6?? 3.677 1677 3666 3.666 3566 3 CB6 3 666 16« 3.666 3 666

inTanytbLe As&ets 320 309 206 207 ?7C 273 270 267 267 757 ?>7 26?

Other Long Term Asset) (& 6ywt>eetl S3 168 162 94 07 85 85 02 02 62 7$ 34

Total Assets I0.t34 19 939 20,708 21 045 22.65J 23,017 23.256 23.710 74.351 24 351 74 670 77.599

1 uhitihec A Pqyiry
Short Ter m Debt 600 1,417 T 60? 1 284 t 24Q 1 343 r t 631 r 1,330 030 030 080 1.955

Accounts PayeUes 50? 562 435 539 005 793 f 54? ' 510 610 510 410 510

ST (jdtnJdfes Prce Risk Wan age men! too 174 166 95 1 0 0 0 0 0 0 O
Regulatory Liabilities 44 93 112 172 00 79 99 60 80 80 80 80

Otter 1 576 1 384 1 245 1 717 1 071 1 t?6 * 1 170 r 1 no 1 1?9 i m 1 129 1 129
Total Current List 3 11t 3 649 3.646 3.302 3.170 3 341 3.01 3.049 2 5<9 2.549 2 599 3.674

Long term Debt S 988 5.936 5.267 6.619 7 593 7.639 7 841 0 397 9 3S7 9.307 9 917 9.917

lT Liabrhties Price Rrsk Management 170 182 139 20 0 0 0 0 0 0 0 0
Accumiated Deferred Taaes 2010 2 243 2 571 2.563 3 770 3.412 r 3 <91 ' 3.559 3 620 3 620 3 740 3 680

Regulatory Liabil«i«s 1.559 1 596 1.664 1.593 1 P70 1.078 1 674 1.876 i 076 1 676 1 O'O 1.6/0
Otter Liabdities t 572 1 409 1 4?4 1 $03 1 048 1 r 993 r 1 n?? 1 022 1 02? 1 0?2 1 022

Total l labilities 14.416 15 016 15.711 16 290 15 767 17.095 17 230 17.703 IB 264 18 264 10 060 20 168
Preferred Equity/$*euMips of ConsodPtfed Subsidiary*' 0 0 0 0 0 0 0 0 0 0 0 0

Common Eouity 4 717 4 923 4 997 S3S4 5.607 8.012 6 029 6 007 6.000 6.088 6.718 7.431

Other 0 0 0 0 0 0 0 0 0 0 0 0
laal Luc>& Equity 19.134 19.939 20 706 21 045 22.653 73.107 23 258 23.71U 24 35* 24.351 25 fl“8 ?7 599

Source. BMO Caprtal Markets estimates, company data.
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NiSource Inc. (Nl)

Quarterly Price (US$)

800

600

400

200

2000 2005 2010

I I Revenue / Share - (USS)

Target Price(U5$) 

Share Price(USS)

^vflvFv^r

fl

I i • 4 < i I

Nl Relative to S&P 500

BMO 2014FY EPS ( Oct 14 = 1.71 USS)

Firsl Call 2014FY Cons.EPS ( Oct 14= 1.71 USS)

BMO 2015FY EPS ( Oct 14 = 1.83US$)

First Call 20l5FYCons.EPS ( Oct 14 = 1.84 USS)

2014

45

40

35

30

25

20

15

160

140

120

100

80

1.7

1.6

1.5

1.8

1.7

FYE EPS P/E DPS Yie1d% Payout BV P/B ROE
(Dec.) USS Hi - Lo USS Hi • Lo \ uss Hi - Lo %

1992 1.00 13.5 11.3 0 62 5.5 4.6 62 7.9 1.7 1.4
1993 1.16 15.0 10.7 0.72 5.8 4.1 62 8.3 2.1 1.5 14
1994 1.24 13.3 10.5 0.78 $.0 4.7 63 8.7 1.9 1.5 15
1995 1.36 14.2 10.4 0.84 5.9 4.4 62 9.0 2.1 1.6 15
1996 1 43 14.1 12.3 0.90 5 1 4.5 63 92 2.2 1.9 16
1997 1.53 16.3 12.4 0.96 5.1 3.8 63 10.2 2.5 1.9 16
1998 1.59 21.2 14.4 1.02 4.5 30 64 9.8 3.5 2.3 16
1999 1.52 20.4 108 1.08 6.6 3.5 71 10.9 2.8 1.5 15
2000 1.89 16.7 6.7 1.08 8.5 34 57 16.6 1.9 0.8 14
2001 1.30 25.0 14.0 1.16 6.4 3.6 89 16.8 1.9 1.1 8
2002 2.00 12.5 7.3 1.16 8.0 4.6 58 20.1 1.2 0.7 11
2003 1.60 13.7 10.2 0.92 5.6 4.2 58 16.8 1.3 1.0 9
2004 1 61 14 2 12.2 0.92 4.7 4.0 57 17.7 1.3 1.1 9
2005 1.42 18.0 14.4 0.92 4.5 36 65 18.1 1 4 1.1 8
2006 1.43 19.6 136 0.92 4.7 3.3 64 183 1.5 1.1 8
2007 1 38 20.3 12.7 0.92 53 3.3 67 18.5 1.5 0.9 7
2008 1.27 15.6 8.1 0.92 8.9 4.6 72 17.2 1.1 0.6 7
2009 1.06 14.9 7.3 0.92 11.8 5.8 87 17.6 0.9 0.4 6
2010 1 22 14.7 11.6 0.92 6.5 5.1 75 17.7 1.0 08 7
2011 1.33 18.0 12.7 0.92 5.5 3.8 69 17.7 1.4 0.9 6
2012 1.44 18.2 150 0.96 4.4 3.7 67 17.9 1.5 1.2 a
2013 1.57 21.3 15.3 1.00 4.2 30 64 18.8 1 8 1.3 9

Range-: 25.0 6.7 11.8 30 35 0.4

Current" 1.72 23.8 1.04 2.5 60 18.2 2.3 9

Nl - Rating as ol 26-Jun-08 = MM

Growth(%); 
5 Year: 8.0 2.5 1.1

10 Year: 1 0 1.2 08
20 Year. 1.7 1.9 4.0

’ Current EPS is the 4 Quarter Trailing to Q2/2014.
* Valuation metrics are based on high and low lor the fiscal year.
* Range indicates the valuation range for the period presented above. Last Price ( October 29, 2014): S41.62 

Sources: IMS Global Insight, Thomson Reuters, BMO Capital Markets.
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Rating

Category BMO Rating

BMOCM US 

Universe*
BMOCM US 

IB Clients**
BMOCM US 

IB Clients*4*

BMOCM

Universe****

BMOCM

IB Clients*****

Starmine

Universe

Buv Outperform 44.3% 18.0% 60.3% 43.9% 56.5% 56.0%

Mold Market Perform 52.5% 9.7% 38.5% 51.6% 42.1% 39.1%

Sell Underperfomi 3.2% 5.3% 1.3% 4.5% 1.4% 4.9%
Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity' research analysts.

Reflects rating distribution of all companies from which BMO Capita! 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 of Investment 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 of April 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 return basis

(S) = speculative investment:

NR = No rating at this lime;
R = Restricted - Dissemination of research is currently restricted.

BMO Capital Markets' seven fop 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, 2010-April 4, 2013):

hltp:/7rescarcheIobal.bmttcapitaImarkets.com/documents/20l3/nrior rating svstcm.pdf

Other Important Disclosures

For Other Important Disclosures on the slocks discussed in this report. please go to 

hup://rescnrcliglohal.bmoeapitalmarkets.com/Pulilic/ComDnnv Disclosure Pvihlic.asnx or write to Hditoria! Department. BMO Capital Markets. 3 

Times Square. New York. NY 10036 or Editorial Department. BMO Capital Markets. I First Canadian Place. Toronto. Ontario. M5X II13.
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Dissemination of Research

BMO Capital Markets Kquity Research is available via our website huos:/7rcsea

ca.bmocapitalmarkets.com/I,ublie/Sccure/Loain.asn\?Re(umUrl=/Member/Hoine/ResearchHomc.aspx. 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 internally and externally to our clients.

Genera! Disclaimer

BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale atm 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 services to. many issuers covered by BMO Capita! 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 :md 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 of individual client objectives, should not 

be construed as advice designed to meet the particular investment needs of any investor, 'lliis 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 Burns Inc. furnishes this report to C.'anadian residents and accepts responsibility for the contents herein subject to 
the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this report should do so through BMO 

Nesbitt Bums Inc.
The following applies if this research was prepared in whole or in part by Andrew Brcichmanas, lain Reid, Tony Robson, David Round, F.dward 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 reguDtions of the Financial Conduct Authority (FCA) in the United Kingdom. FCA regulations require (hat 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 Him providing research disclose its ownership interest in the issuer that is the subject of the research if it and 

affiliates own 1% or more of the equity of the issuer that is the subject of the research. Therefore BMO Capital Markets Limited will disclose its an 

affiliates’ ownership interest in the subject issuer only if such ownership exceeds 5% of the equity of the 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 of Bank of Montreal. Any U.S. person wishing to clTeet 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, (1) persons who have professional experience 
in matters relating to investments falling within Article 19(5) of the Financial Sendees and Markets Act 2000 (Financial Promotion) Order 2005 (the 

"Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant persons"). 
The contents hereof are not intended for the use of and 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 offering a range of retail banking, wealth management, and investment and 
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and 
commercial banking clients are served by BMO Harris Bank N.A. (Member FDIC). Investment and corporate banking services are provided in Canada and the US 
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal. BMO Harris Bank N.A. (Member 
FDIC), BMO Ireland Pic, and Bank of Montreal (China) Co. Ltd. and the 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 Protection Fund) in Canada, Europe and Asia. 
BMO Capital Markets Limited in Europe and Australia, and BMO Advisors Private Limited in India.

Nesbitt Burns" 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 elsewhere.
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 Impression
(Nl, $41.62 current price, 2.5% yield, $13.16 market cap)

3

We view this earnings release as: Slightly Negative

Highlights:
• Nl reported EBITDA of $333mm below our $343mm estimate (3% lower) and the Street’s 
$347mm estimate(4% lower).

• EBITDA came in 2-3% lower for each of the segments.

• 7% 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 $0.14/share was lower than our $0.15/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.

Stock Reaction : Expect Nl units to trade flat to down today on the back of EPS slightly missing 
the Street.
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Earnings Variance

3014 3Q14CS Diff. 3Q13
Actual Estimate Diff. (%} Astuai

Segment EBITDA

Gas Distribution 56 53 (2) -3% 51
Electric Operations 153 155 (3) -2% 151
Coiuntia Pipeine Group 124 126 (2) -2% 125
Other 1 4 (3) NM 1
Total EBITDA (recurring) 333 343 (10) -3% 328

Segment EBIT

Gas Distribution 1 3 (2) -65% (0)
Electric Operations 90 95 (4) -5% 51
CoSurrbia Pipeline Group 94 96 (1) -1% CGJ W
Other (5) 0 (5) NM (5)
Total EBIT (recurring) 180 193 (13) -7% 184
Interest Expense 110 119 (10) -3% 104
Other Expenses (5) 0 (S) NM (5)
Taxes 34 25 10 39% 28
Recurring Net Income 46 49 (3) -7% 57

Diuted V\t) Avg shares outstanding 317 317 0 0% 313

Recurring EPS • Diluted $0.14 $0.15 ($0.01) (7%) $0.18

Dividend per share $0.26 $0.26 $0.00 0% $0.25

Operationai Metrics

Gas Distribution
Total Volumes (MDth) 166 169 (3) •2% 168
Total Customers 3,319,851 3,340,951 (21,100) -1% 3,306,018

Electric Operations
Total Heating customers (OOOs) 459,185 459,005 180 0% 458.546

Sales (Gigawatt Hours)
Total 4,649 4,595 54 1% 4,544

Columbia Pioeline Grouo Ooerations
Total Throughput (MMDth) 285 269 16 6% 260

Conf. Call: 9:00 a.m. ET; Webcast available at www.nisource.com

A full note will be out later.
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Nl Goes Mountainnering as MLR 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 

$1.61-1.71 and $2.2B in capital investment in 2014. The CFG spinoff 

announced in September is still expected to be completed in mid-2015 as 

planned (see our note on the MLR formation here). Visibility for long term 

capital investments remains ~$42-$45B total, with $12-$15B of that amount 

to be invested at the CFG level. We continue to see the spinoff as a positive 

to Nl shareholders. Early indications on Mountaineer are 750mmcf/d to as 
much as 2.5bcf/d of potential interest. So we figure a $1B 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 maintenancej 

costs.

■ Maintain $50 TP and Outperform Rating: We are maintaining our $50 TP 

based on our Sum of the Parts analysis using a 14-15x multiple range on 

2015E 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.

Share price performance Financial and valuation metrics

Year 12/13A 12/14E 12/15E 12/16E
EPS (CS adj.) (USS) 1.57 1.76 1.93 2.11

40 - - - - - ------------- Prev. EPS (USS) — — 1.94 2.12
P/E (x) 27.1 24.1 21.9 20.1
P/E rel. {%) 157.7 151.4 153.1 156.6

20 -------------------------------- Revenue (USS m) 5,657 3 6,441.2 6,907.7 7,576.9
Ocl-13 Jan-14 Apr-14 Jrri-14 EBITDA (USS m) 1,720.7 1.894.4 2,150.2 2,381.8

OCFPS (USS) 4.58 4.83 5.07 4.22

On 10/30/ta the S&P 500 INDEX dosed at 1994.65 P/OCF (x) 7.2 8.8 8.4 10.0
EV/EBITDA (current) 13.4 12.2 10.7 9.7
Net debt (USS m) 8,807 9.658 10,201 10,802
ROIC (%) 5.07 5.28 5.75 5.89

Quarterly EPS Q1 Q2 Q3 Q4 Number of shares (m) 315.70 1C (current, USS m) 14,693.80
2013A 0.69 0.23 0.18 0.47 BV/share (Next Qir.. USS) 19.6 EV/IC (x) 1.5
2014E 0.82 0.25 0.14 0.52 Net debt (Next Qtr., USS m) 9,658.1 Dividend (current, USS) 1.0
2015E 0.92 0.27 0.14 0.60 Net debt/tot eq (Next Qtr., %) 158.4 Dividend yield {%) 0.61

Soiree: Comoanv data Credit Suisse estimates

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 objectivity of this report. Investors should consider this report as only a single factor in 
making their investment decision. |

GREDnySUISSE'SEGURmESjRESEARCHf&TANAliYrriCS

■*.>

BEiYQSSlINEORMATiOi^

Solutions

• - . '.t ■. t- r.--
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Exhibit 1: Quarterly Earnings Variance
Quarterly Variance

EaminqsVariance -
3Q14 3Q14CS Diff. 3Q13

Actual Estimate □iff. (%> Actual
Segment EBITDA
Gas Distribution 56 58 (2) •3% 51
Electric Operations 153 155 (3) •2% 151
Columbia Pipeline Group 124 126 (2) -2% 125
Other 1 4 (3) NM 1
Total EBITDA (recurring) 333 343 i^) •3% 328

Segment EBIT
Gas Distribution 1 3 (2) -66% (0)
Electric Operations 90 95 W -5% 91
Columbia Pipeline Group 94 96 (1) -1% 99
Other —15) 0 - (5) NM (5)
Tota^Binrecurrinal 180 193 (13) ■7% 184
Interest Expense 110 119 (10) -8% 104
Other Expenses (9) 0 (9) NM (5)
Taxes 34 25 10 39% 28
Recurrim^JeUncome 46 49 (3) -7% 57

Diluted WM fwg shares outstanding 317 317 0 0% 313

Recurring EPS - Diluted $0.14 $0.15 ($0.01) (7%) $0.18

Dividend per share $0.26 $0.26 $0.00 0% $0.25

Operational Metrics l

Gas Distribution
Total Volumes (MOth) 166 169 (3) -2% 168
Total Customers 3,319,851 3,340,951 (21,100) -1% 3,306,018

Electric Operations
Total Heating customers (000s) 459,185 459,005 180 0% 458,546

Sales (Gigawatt Hours)
Total 4,649 4,595 54 1% 4,544

Columbia Pipeline Grouo Ooerations
Total Throughput (MMDth) 285 269 16 6% 260

Source: Company data, Credit Suisse estimates

MiSource Inc. (Nl) 2
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Segment Update
Columbia Pipeline Group (CPG)

» 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 $12-158 in modernization and growth 

projects over the next 10 years.

■ Mountaineer Pipeline Positive: Early indications are for 750mmcf/d to 2.5bcfd of 
interest. If 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.

■ 3Q14 Performance: Operating earnings down 4% y/y at $94.4mm and total 
throughput of 321.5MMDth was up 12% y/y. The lower earnings were primarily 

attributable to higher employee and administrative costs, partially offset by lower 

software data conversion costs.

Electric Operations

o 3Q14 Performance: Operating earnings were flat y/y at $90.2mm primarily due to 
higher employee and administrative and electric generation costs related to 
maintenance-related outages and increased storm damage costs.

Gas Distribution

■ 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

■ Interest Expense: Interest expense increased by $5.9mm Y/Y 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.

■ Tax: NTs effective tax rate for the period was 43.1% vs. 32.6% last year.

NiSource Inc. (Nl)

1'r t ••J'ur’.i J:_r r
3
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Estimate Changes
Our estimates going forward are mostly unchanged after in-putting 3Q14 results.

Quarterly Variance

Eaminos Variance ,
Old estimates New estimates

4014E 2014E 2015E 2016E 2017E 4Q14E 2014E 2015E 2016E 2017E
Segment EBITDA
Gas Distribution 246 750 882 1.019 1,145 244 747 883 1.026 1.159
Electric Operations 115 528 556 573 587 115 525 554 571 585
Columbia Pipeline Group 162 609 694 773 875 162 607 691 762 864
OWier 13 19 23 23 23 13 16 23 23 23
Total EBITDA (recurring) 537 1.906 2.155 2.388 2.630 535 1.895 2.150 2.382 2.631

Segment EBIT
Gas Distribution 189 532 641 757 861 187 528 642 764 875
Electric Operations 53 285 303 308 311 53 282 300 305 306
Columbia Pipeline Group 131 489 553 609 668 131 487 549 598 677
Oltier 10 4 6 3 2 10 1 6 4 2
Total FRIT (fecurrina) 382 1.310 1.502 1 677 1.862 381 1.296 1.497 1.671 1.863
Interest Expense 125 463 545 616 661 125 453 544 616 681
Other Eipenses 0 (12) 0 0 0 0 (21) 0 0 0
Taxes 92 302 340 382 425 91 311 338 380 425
Rcnirrinfl Net Income 166 557 618 679 755 164 555 615 675 756

Diluted Wld Avg shares outstanding 317 316 318 320 321 317 316 318 320 321

Recurring EPS • Diluted $0.52 $1.76 $1.94 $2.12 $2.35 $0.52 $1.76 $1.93 $2.11 $2.36

Dividend per share $0.26 $1.03 $1.09 $1.15 $1.21 $0.26 $1.03 $1.09 $1.15 $1.21

OneraHoital Metric* ;

Gas Distribution
Total Volumes (MDth) 269 1,055 1.065 1.071 1.073 289 1,051 1.062 1,067 1,070
Total Customers 3,344,292 3,344,292 3,364,403 3.377,880 3.391,412 3,323,171 3,323,171 3.343.155 3,356,547 3.369.994

Electric Operations
Total Heating customers (000s) 460.654 460,654 461.576 462,037 462,037 460,654 460.654 461,576 462.037 462.037

Sales (Gigawatt Hours)

Total 4,282 17,922 18,121 18,323 18.528 4.282 17,976 18,176 18.379 18,583

Cnliiflihia Pioeline Grouo Onerations 
Total Throughput (MIIDth) 476 1.657 1,817 1.979 2.156 478 1,673 1.833 1,995 2,171

Financind 4 Credit Betrics

Total Debh Total Cap 61.4% 61 4% 60 8% 59 6% 58.2% 61.3% 61.3% 60.7% 59 5% 58 1%
Net Debt/Total Cap 61.3% 61.3% 60 7% 59 5% 581% 61.3% 61.3% 60.7% 59 5% 58 0%
Net Debt/Eouity 156 7% 158 7% 154 6% 147.1% 138 7% 158 4% 158 4% 154.5% 146.9% 138 4%
Book value Per Share $1922 $19 28 520.75 $2297 $25 43 $19.22 $1929 $20.75 $22 96 $25 42
Net Debt/1 im tuiiUA 5 1» 5 lx 4.7x 4 5x 4 3. 5 lx 5 1 x 4 7x 4 5> 4 3x

Source' Company data, Credit Suisse estimates

NiSource Inc. (Nl) 4
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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 expected to be 

completed in 1Q15. Management says that the $1.2B/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 $1.2B 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
r r onie201$ ' 2015 Multiple Enterprise Value / Eourtv Value

FRIT oaa E8ITDAI Nl Metric Low Base High Low . Base ' riiqh

Eiectc Servces 302.6 253 8 202.2 P/E 18 0* 19 5* 21.0* 3.638.8 3.942.1 4,245 3

Mabral GasUfttes 641.0 241.0 882 0 EV/EBITDA 100* 100* 10 0* 8,820 1 8,820 1 8.8201
TGSS (88 5% of business) 5528 141.3 694.1 EV/EBITDA 14.0* 150* 160* 9,717.4 10.411 5 11.105.6
TG4S(11 5% SoppedinbMLP) 00 00 00 EV/EBITDA rirB* 15.0* 160* 1 0.0 00 00

694.1
Total Enterprise / Equity Value 22,176.4 23,173.7 24,171.1
Cash & EquValenb ^ 27 8 27 8 27 8
Shortterm Debt 530 0 530.0 530.0

Long-term Debl 7,6406 7.640 6 7,640 6
Less Net Debt 8.142.8 0.142.8 8,142 8
Less Net DebtatibuBble C NIPSCO -S1.1 biBon) 7,042.8 7.042.8 7.042.8

Total Equity Value 15.133.6 16,130.9 17,128.3

Shares Outetandmg 316 ' 316 316
Per Share $47.88 $51.03 $54.19

CurrenlShare Prce (Sep 29, 2014) $4084 $40.84 $40.84

Retrn 20% 28% 35%

Dividend per share (Esl) $109 $1.09 $1 09
Dividend Yield 3% 3% 3%

Total Return 23% 30% 38%

Imolied Price Tarqet S48.00 $51.00 $54.00

Source: Company data, Credit Suisse estimates

NiSource Inc. (Nl) 5
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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 

production in the Marcellus and Utica is expected to roughly double between 2014 and 

2020 from about 12-13bcf/d to 24-26 bef/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-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. 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.
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NiSource Inc. (NI.N, S42.37, OUTPERFORM, TP S50 0)

Disclosure Appendix

Important 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. (NI.N)

NI.N Closing Price Target Price

Dale (US$) fUS$) Rating 50
02-Feb-12 22.86 24.00 N

02-May-12 25.04 26.00 *

OI-Aug-12 25.38 27.00 40

20-Feb-l3 27.04 29.00

01-May-13 30.61 31.00 30
01-Aug-13 31.11 32.00

01-Nov-13 31.72 33.00

28-Jan-14 34.18 35.00 20

19-Feb-14 35.40 38.00

21-Apr-14 35.71 39.00 NEUTRAL
30-Apr-14 36.32 40.00 OUTPERFORM

31-Jul-14 37.68 41.00

30-Sep-14 40.98 50.00 O

— Target Ft ice — Closing Ftice UI.N

TvTf/'wV

* Asterisk signifies initiation or assumption 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 return is expected to outperform the relevant benchmark’over the next 12 months.

Neutral (N): The stock's total return is expected to be in line with the relevant benchmark* over the next 12 months.

Underperform (U): The stock's total return is expected to underperform the relevant benchmark* over the next 12 months.

‘Relevant benchmark by region: As of 10th December 2012. Japanese ratings are based on a stock 's total return relative to the analyst’s coverage universe which 
consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractive. Neutrals the less attractive, and 
Underperforms the least a<lrscf/ve /wesfmenf opportunities As of 2nd October 2012. U S. and Canadian as welt as European ratings are based on a stock's total 
return relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the 
most attractive. Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American and non-Japan Asia stocks, ratings 
are based on a stock’s lotat return relative to the average tolal return of the relevant country or regional benchmark: prior to 2nd October 2012 US. and Canadian 
ratings were based on (1] a stock's absolute total return potential to its current share price and (2) the relative attractiveness of a stock's total return potential within 
an analyst's coverage universe, for Australian and New Zealand stocks. 12-month rolling yield is incorporated in the absolute total return calculation and a 15% and 
a 7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% ami 7.5% thresholds replace the ♦ JO- 
15% and -10-/5% levels in the Neutral stock rating definition, respectively. Prior to 10th December 2012. Japanese ratings were based on a stock's total return 
relative to the average total return of the relevant country or regional benchmark.

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 course of Credit Suisse's engagement in an investment banking transaction and in certain other 

circumstances.

Volatility Indicator [V]: 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 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 sector* relative to the group's historic fundamentals and/or valuation:

Overweight: The analyst’s expectation for the sector's fundamentals 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.

Underweight: The analyst’s expectation for the sector's fundamentals and/or valuation is cautious over the next 12 months.
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‘An anal/si’s coverage sector consists of at! companies covered by the analyst within the relevant sector An analyst may cover multiple sectors.

Credit Suisse's distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating Versus universe (%) Of which banking clients (%)

OutpertornVBuy' 46% (54% banking clients)
Neutral/Hold* 38% (51%banking clients)
Underperform/Sell' 13% (44% banking clients)
Restricted 3%
'For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform. Neutral, and Underperform most closely 
correspond to Buy, Hold, and Sell, respectively: however, the meanings are noi the same, as our stock tarings are determined on a relative basis. (Please refer lo 
definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and otbei individual factors

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.csfb.com/research and 
analytics/disclaimer/managing_conflicts_discl3imer.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. (NI.N)

Method: 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.

Risk: The main risk to our call is the valuation. MIPs 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 12-13bcf/d to 24-26 bef/d on average.

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.

See the Companies Mentioned section for full company names

The subject company (NI.N) currently is, or was during the 12-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 (NI.N) within the next 3 

months.

As of the date of this report, Credit Suisse makes a market in the following subject companies (NI.N).

Important Regional Disclosures

Singapore recipients 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 (NI.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 (NI.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.
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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.com/disclosures or call +1 (877) 291-2683.
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services. Nothing in this report constitutes investment, legal, accounting a tax advice, or a representation that any investment a strategy is suitable or appropriate lo your individual drcumsiances, or 

otherwise constilirtes a personal recommendation to you. CS does not advise on the tax consequences of investments and you are advised to contact an independent tax adviser. Please note in particular 

mat the bases and levels of taxation may change. Information and opinions presented n this report have Been obtained or derived Iron sources believed by CS to be reliable, but CS makes to representation 

as to their accuracy a completeness CS accepts no liability for loss arising from the use of the material presented in ths report, except that this exclusion of liability does nol apply lo the extent thal such 

liability arises under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution fa the exercise of independent judgment. CS may have issued, and may in the future 

issue, other communications that are inconsistent with, and reach different conclusions from, the information presented in this report Those communications reflect the different assumptions, views and 

analytical methods of the analysts who prepared them and CS is under no obligation to ensure that such other communications are brought to the attention of any recipient of this report Some imestments 

referred lo in this report will be offered solely by a single enlity and in the case of some investments sdely by CS, a an associate of CS a CS may be the only market maker in such investments Past 

performance should not be taken as an indication a guarantee of future performance, and no representation or warranty, express a implied, is made regarding future performance. Infomialior, opinions and 

estimates contained in this report reflect a judgment at its original date of publication by CS and are subject to change without notice. The price, value of and income from any of the secuniies or financial 

instruments mentioned in this report can fal as we! as rise. The vafoe of securities and financial insiruments s subject to exchange rate fluctuation mat may have a positive a adverse effecl on the price a 

income ol such secuniies or financial instruments. Investors m securities such as ADR's, the values of which are influenced by currency volatility, effectively assume this risk. Structured securities are complex 
instrumenls, typicaty invoke a high degree of nsk and are intended tor sate only (o sophisticated investors who are capable ol understanding and assuming the risks involved The market value of any 

structured security may be affected by changes in economic, financial and political factors [including, but nol limited to, spot and forward interest and exchange rates), time to maturity, market conditons and 

volatility, and the credit quality erf any issuer or reference issuer. Any investor interested in purchasing a structured product should conduct Iheir own investigation and analysis of the product and consult with 

their own professional advisers as to the risks involved in making such a purchase. Some mvoslmenis discussed in this report may have a high level of volatility. High volatility investments may experience 

sudden and large falls in their value causing losses when that investment is realised Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may 

exceed the amount ot initial investment and, in such arcumslances, you may bo required to pay more money to support those tosses. Income yields from investments may fluctuate and, in consequence, 

initial capital paid to make the investment may be used as part ol that income yield. Some investments may not be readty realisable and it may be difficult to sell a realise those investments, similarly it may 

prove difficult for you lo obtain reliable information about the value, or risks, to which such an investment is exposed. This report may provide the addresses of, a contain hyperlinks to, websites. Except to the 

extent to which the report refers to website material of CS, CS has not reviewed any such site and lakes to responsibility for the contenl contained therein. Such address a hyperlink (including addresses a 

hyperfinks to CS's own website material) is provided solely for your convenience and information and the content of any such website does not in any way form part of this doaiment. Accessing such website 

a following such link through this report a OS's website shal be at your own nsk Tnrs report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Urruied, One Cabot 

Square, London E14 4QJ, England, which is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. This report is being 

distributed in Germany by Credit Suisse Securities (Europe) Limited Nederlassung Frankfurt am Mam regulated by the Bundesanstatt fuer Finanzdienstleistungsaufscht CBaFin"). Ths report is being 

distributed in the limed States and Canada by Credit Suisse Securities (USA) LLC, in Switzerland by Credit Suisse AG, m Brazil by Banco de Invrestimentos Credit Suisse (Brasif) SA a its affiliates; in Mexico 

by Banco Credit Suisse (Mexico), SA (transactions related to the securities mentioned in this report will only be effected in compliance with applicable regulafion); in Japan by Credit Suisse Secuniies (Japan) 

Limited, Financial Instruments Firm, Director-General of Kanto Local Finance Bureau (Kfosho) No. 66, a member ot Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan 

Investmem Advisers Association, Type II Financial Instruments Firms Assodalon; elsewhere in Asia/ Pacific by whichever of the following is the appropriately authorised entity in the retevanl jurisdiction: 

Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited, Credit Suisse Securities (Thaiand) Limited, regulated by the Office of the SecunDes and Exchange Commission, Thailand, 

having registered address at 990 Abdulrahim Race, 27lh Floor, Unit 2701, Rama IV Road, Sifom, Bangrak, Bangkok 10500, Thailand, Tel. ->66 2614 6000, Credit Suisse Secuniies (Malaysia) Sdn Bhd. 

Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited (CIN no U67120MH1996PTC104392) regulated by the Securities and Exchange Board ol India (registration Nos. 

1NB230970637; INF23C970637; 1NB010970631; INF010970631), having registered attress at 9th Floor, Ceejay House, DrAB. Road, Wort. Mumbai -18, India, T- -9V22 6777 3777, Credit Suisse 

Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei Securities Branch, PT Credit Suisse Seamtes Indonesia. Credit Suisse Secuntes (Philippines) Inc., and elsewhere in Ihe world by the 

relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse AG. Taipei Secuniies Branch has been prepared by a registered Senior Business Person. Research 

provided to residents of Malaysia is authorised by Ihe Head of Research fa Credit Suisse Securities (Malaysia) Sdn Bhd. to whom they should direct any queries on ’603 2723 2020. This report has been 

prepared and issued for distribution in Singapore to institutional investors, accredited investors and expert investors (each as defined under the Financial Advisers Regulations) only, and is also distnbuted by 

Credit Suisse AG, Singapore branch to overseas investors (as defined under Ihe Financial Advisers Regulator) By virtue of your slatus as an institulional investa, accredited investa, expert investor a 

overseas invesla, Credit Suisse AG, Singapore branch is exempted from complying with certain compliance requirements under the Financial Advisers Act, Chapter 110 of Singapore (the "FM"), the 

Financial Advisers Regulations and Ihe relevant Notices and Guidelines issued thereunder, in respect of any linanaal advisory service which Credit Suisse AG, Singapore branch may provide to you This 

research may not confam to Canadian disclosure requirements. In jurisdietbris where CS is nol already registered or licensed to trade in secuniies, transactors will only be effected in accordance with 

applicable securities legislation, which will vary from jurisdiction lo junsdeton and may require that ihe trade be made in accordance with applicable exemptions from registration or licensing requirements. 

Non-U S. customers wishing to effect a transaction shcrufo contact a CS entity in that tocat junsCebon unless governing taw permits otherwise. U S custorers wishing lo effect a transaction shoukl do so only 

by contacting a representative at Credit Suisse Securities (USA) LLC in the U S Please note that this research was originally prepared and ssued by CS fa distribution to their market professional and 

institutional investa customers Recipients who are nol market professiaial or inslilulional investor aistomers of CS should seek the advice of their independent financial advisor prior lo lakfog any investment 

decision based on this report a for any necessary explanation of its contents. This research may relate to investments a services of a person outside of the UK a to other matters which are not authorised by 

the Prudential Regulation Aulhonty and regulated by the Financial Conduct Authority and the Prudential Regulation Authonty or in respect of which the protections of the Prudential Regulation Authority and 

Fmanoat Conduct Authority itn private customers andfor the UK compensation scheme may not be avataWe, and further details as to ■Miere this may be the case are avalabte upon request in respect ot this 

report .CS may provide various services to US municipal entities a oftigaled persons fmunb'palites'), including suggesling individual transactions or trades and entenng into such transactions. Any services 

CS provides to municipalities are not viewed as "advice' within the meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. CS is providing any such services and related 

information solely on an arm's length basis and not as an advisa a fiduciary to the municipality. In con red on with the provision ol the any such services, there s no agreement, direct or indirect, between any 

municipality (including the offidats, management, employees or agents thereof) and CS for CS to provide advice to the municipality. Munidpalities should consult with their financial, accounting and legal 

advisorc regarding any such serwees provided by CS. in addition, CS is not acting tor dired a indirect compensation to stoat the muncipafity on behalf ol an unalMiated broker, deafer, munepaf securities 

dealer, munidpal advisa, a investment adviser fa the purpose of obtaining or retaining an engagement by the municipality fa a in connection with Municipal Finandal Products, the issuance of municipal 

secunbes, a of an investment adviser to provide investment advisory services to a on behalf of the mundpatity. It inis report is being distnbuted by a financial institution otner than Credit Suisse AG, a its 

affiliates, that financial institution is solely responsible for distribution Clients ot thal inslilulion should contact that institution lo effect a transaction in the securities mentioned m this report or require further 

information. This report does not constitute investment advice by Credit Suisse to Ihe dients of the distributing finandal institution, and neither Credit Suisse AG. its aflifiates, and their respective officers, 

directors and em^toyees accept any liability whatsoever for any direct or consequential loss aosing from their use ot this report or «s content Principal is not guaranteed Commission is the commission rate or 

the amount agreed with a customer when settng up an account a at any lime after thal

Copyright© 2014 CREDIT SUISSE AG andtonts affifiales All rights reserved
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 eroded due to changes in redemption amounts. Care is required when investing in such instruments.
When you purchase ncn-tisled Japanese fixed income securities (Japanese government bonds Japanese municipal bonds, Japanese government guaranteed bonds, Japanese corporate bonds) from CS 

as a seller, you will be requested to pay the purchase price only.



GAS-ROR-OIO
Attachment J

22 of 59

HILLIARD LYONS

COMPANY UPDATE

Key Metrics
Nl-NYSE (Price as of 10/30/14) $42.37

Price Target NA
52-Week Range $42.46 - $30.65

Shares Outstanding (rrm) 315,4
Market Cap. ($mm) $12,908

3-Mo. Average Daily Volume 1,949,000
Institutional Ow nership 81.0%
Debt/Total Capital (9/30) 61.8%
ROE (ttm) 9.7%
Book Value/Share $18.34

Prtce/Book Value 2.3x
Indicated Dividend / Yield $1.04 2.4%

Dividend Cycle Feb., May, Aug., Nov.

EPS FY12/31

Prior Curr. Prior Curr.
2013 2014E 2014E 2015E 2015E

IQ - -
2Q - -
3Q - -
4Q - -
Year $1.58 $1.70 $1.82
P/E 26.8x 24.9x 23.3x
Payout 63% 61% 57%
Note: Figures exclude non-recurring items

Revenue ($mm)

Prior Curr. Prior Curr.
2013 2014E 2014E 2015E 2015E

1Q - -
2Q - -
30 - -
40 - -
Year $5,659 $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 energy to 5. 7 million 

customers located within the high-demand energy corridor 

stretching from the Gulf Coast through the Midwest to New 

England. Generation sources: Coal 77%. Natural Gas 

22%. Hydro 1%.

Electric Utilities
Analyst: Dav^^^fs

502.588.8648 / DBurks@hilli^^^Vn 
Institutional Sales Desk: Tim^Hnng

502.585.8509 / TRexing@hilliard.com 
JJ.B. Hilliard, W.L. Lyons, LLC 

October 31,2014

NiSource Inc.
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 SO. 17 per share. However, the third quarter 
is typically the smallest earnings contributor to NiSource 
each year. Through nine months Nl has earned $1.21 
per share compared to $1.11 per share in the same time 
period last year. Management reaffinned 2014 guidance 
at the upper half of $ 1.61 to $ 1.71 per share.

• The company’s previously announced separation 
appears on track to occur in mid-2015. 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).

• Separation plan terms. Under the separatio 
NiSource shareholders would retain their currenl 
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 shares that would be distributed to NiSource 
shareholders will be detennined 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 6% 
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 
$12-$I5 billion over the next lOyears. This could drive 
both future earnings 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.

Note Important Disclosures on Pages 2 and 3. 
Note Analyst Certification on Page 2.

J.J.B. Hilliard, W.L. Lyons. LLC | Member NYSE, FINRA & SIPC ! equity Research
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Additional information is available upon request.

Analyst Certification

I, David B. Burks, hereby certify that the views expressed in this research report accurately reflect my 
persona) 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 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 belter opportunities arise.
Underperform - We believe the stock is vulnerable to a price set back in the next 12 months.

Suitability Ratings
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 "l" 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 narrow customer or product base

Hlliard Lyons ratings fer N (MSO-RCEINQ 
Closing Rice Oct 30,2014: 542 37
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Hilliard Lyons Investment Banking
Recommended Issues Provided in Past 12 Mo.

# of % of
Ratina Stocks Covered Stocks Covered Banking No Banking
Buy 50 40% 10% 90%
Hold/Neutral 71 56% 4% 96%
Sell 5 4% 0% 100%
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 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 3 Electric Utilities



mm ihdos
Company Update 

USA. | Energy | Natural Gas

GAS-ROR-OIO
Attachment J

25 of 59

Jefferies
October 30, 2014

NiSource Inc. (nd

Costs Drag as EPS Misses

HOLD v

Price target $40.00 '••J
Price $41.62 C..

Key Takeaway

Nl realized 3Q recurring diluted EPS of 144 (excl. asset sale gains), below our 

174 forecast Er the 164 Street mean estimate; the EPS miss was primarily due to 

higher than expected O&M expense at CPC Si Cas Distribution. Mgmt affirmed 

its S1.61-S1.71 2014 non-GAAP EPS Si S2.2B capex guidance, and noted results 

are likely to be in the upper half of its EPS range; consensus 2014 EPS is $1.71.

Columbia Pipeline Croup. CPC'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 project. No formal details have yet been 

provided on the project, but we do note that mgmt officially quoted the WB Xpress project 
at a cost of $870mm for 1.3 Bcf/d with an expected in-service date of 4Q18.

Cas Distribution. The gas utilities posted 3Q operating income of Sl.Omm, below 

our $6.6mm estimate, but ahead of 3Q13’s SO.Smm 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 settlement for an annual revenue increase of roughly 

$33mm was submitted in September and a decision is expected by year-end. Separately, 

CCV 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 settlement on its rate case in 

September, which allows for a $1.1 mm annual revenue increase effective 9/30.

Pending structural changes. 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 separately-listed 

companies in the middle of next year. The expected tax-free transaction will create Columbia 

Pipeline Croup Inc. (COLP), a natural gas focused midstream company, 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-GAAP EPS guidance 

& - $2.2B capital budget, but indicated EPS will likely be in the upper-half of the range.

Dividend to be maintained through spin, grow thereafter. Nl declared a dividend 

in August of 264/shr ($1.04 annualized) and mgmt noted at its Sept. Investor Day that the 

current run-rate would be maintained through the spin of COLP and grow thereafter.

Dial-in for the Call: Today @ 9:00am ET. Dial-in: 877.280.4959. Passcode: 20776398

Nl 3Q14 Results Review:

Source: Nl report, Jefferies estimates

Note: Recurring EPS figures exclude the impact of non-normal weather & asset sale gains/ 

losses; they also utilize avg diluted share counts during each period.
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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 

St services to nearly 4 million US customers. The Company operates through three segments: Gas Distribution, Columbia Pipeline Croup, 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, IN.

Analyst Certification:

I, Christopher Sighinolfi, CFA, certify that ail 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.

I, Christopher Tillett, 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.

I, Corey Goldman, certify that all of the views expressed in (his 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.

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 analyst's judgement.

Meanings of Jefferies 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. a

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-montlr 
period.

The expected total return (price appreciation plus yield) for Buy rated stocks with an average slock 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 period.
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. 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 (or which no financial projections or opinions on 
the investment merits of the company are provided.

Valuation Methodology

Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/valuc, volatility and expected total 

return over the next 12 months. The price targets are based on several methodologies, which may include, but are 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 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

Jefferies Franchise Picks include slock selections from among the best slock ideas from our equity analysts over a 12 month period. Stock selection 
is based on fundamental analysis and may lake into account other factors 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 slocks and is not sector based, but we may note where we believe a Pick 
falls within an investment style such as growth or value.

page 2 ol 5 Christopher Sighinolfi, CFA, Equity Analyst, (212) 707-6420. csighino@jelferies.com

Please see important disclosure information on pages 2 - 5 of this report Jefferies
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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. If 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 inslrumenl described in this report. In addition, investors in securities such 
as ADRs, whose values are affected by Ihe currency of the underlying security, effectively assume currency risk.
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Distribution of Ratings

!B Serv./Past 12 Mos.
Rating Count Percent Count Percent

BUY 1008 52.23% 263 26.09%
HOLD 781 40.47% 139 17.80%
UNDERPERFORM 141 7.31% 6 4.26%
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Other Important Disclosures

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC ("Jefferies") group 
companies:

United States: Jefferies LLC which is an SEC registered firm and a member of FINRA.

United Kingdom: Jefferies 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 3B); 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, 22nd Floor, Cheung Kong Center, 2 Queen’s Road Central, Hong Kong.

Singapore: Jefferies 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 6551 3950.

Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member 
of the Japan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, 1 -5-1 Yuraku-cho, Chiyoda-ku, Tokyo 100-0006; telephone +813 5251 
6100; facsimile+813 5251 6101.

India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), which is licensed by the Securities and Exchange Board of India as a Merchant 
Banker (INM000011443) and a Stock Broker with Bombay Stock Exchange Limited (INB011491033) and National Slock Exchange of India Limited 
(INB231491037) in the Capital Market Segment; located at 42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East) Mumbai 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, 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 Jefferies LLC. In the United Kingdom and European Economic 
Area this report is issued and/or approved for distribution by Jefferies 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. Jefferies 
International Limited has adopted a conflicts management policy in connection with the preparation and publication of research, the details of whiclj 
are available upon request in writing to the Compliance Officer. Jefferies International Limited may allow its analysts to undertake private consultant 
work. Jefferies International Limited's conflicts management policy sets out the arrangements Jefferies International Limited employs to manage anjl 

potential conflicts of interest that may arise as a result of such consultancy work. For Canadian investors, this materia! 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 Jefferies 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). If there arc any matters arising from, or in connection 
with this material, please contact Jefferies 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 Jefferies (Jdpan) 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 (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 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 subject of 
this document. Any offer or issue that is the subject of this document docs not require, and this document is not, a disclosure document or product 
disclosure statement within the meaning of the Act. Jefferies International Limited is authorised and regulated by the Financial Conduct Authority 
under the laws of the United Kingdom, which differ from Australian laws. Jefferies 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 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 preparer’s 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 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 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. Pa^ 
performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchangB 
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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 issuer(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 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 parly 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 litness 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 arc statements of opinions and are not statements ol 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.

Jefferies 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 
Jefferies. Neither Jefferies nor any officer nor employee of Jefferies accepts any liability whatsoever for any direct, indirect or consequential damages 
or losses arising from any use of this report or its contents.

For Important Disclosure information, please visit our website at https://javatar.bluematrix.com/sellside/Disciosurcs.aclion or call 1.888.JEFFERIES 

© 2014 Jefferies Group LLC
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Nl - Quick Alert: 3Q14 Slight Miss. Upper Half of Guidance Maintained

KeyBanc Capital Markets Inc. 
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Paul T. Ridzon: (216) 689- 0270 — pridzon@kev.com 
John Barta: (216) 689- 3386 — john j barta(g)key.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):

• Ongoing EPS $0.14 vs. $0.18; GAAP EPS $0.10 vs. $0.16.
• Nl excludes the impact from weather variations from normal in its ongoing earnings. Results reported include roughly $0.03 of mild 

weather. Additionally, the GAAP number includes transaction costs for the proposed MLP spin.
• Results were below our estimate of $0.16 and consensus of $0.16 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 2014 results to be in the upper half of guidance of $1.61- $1.71 per share.

3Q Highlights:
• Growth projects remain on track in all segments under Nl’s $2.2 billion 2014 capex plan.
• Nl indicated that an initial non- binding open season for the Mountaineer Express pipe produced encouraging interest.
• 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.

• 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 fell 7% to 33% below normal.

• 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.

• Corporate losses rose approximately $0.3 million primarily due to higher outside services.
• Interest expense rose $5.9 million on a higher debt balance and expiring rate swaps. Other income rose $4.5 million on transmission 

income.

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; ID#: 20776398 
We will be focused on:

• Thoughts on growth rate.
• Incremental infrastructure investment opportunities.
• 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 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 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..

Rea 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.

Three- Year Rating and Price Target History

Rating^ahd Price ,Target History forT NiSdurce lnc. (Nl)'as of 10-29-2014 v

Created bv BlueMalnx

Rating Disclosures

Distribution of Ratings/tB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

IB Serv/Past 12 Mas. IB Serv/Pasl 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY (BUY) 259 46.50 60 23.17 BUY (BUY) 45 52.94 19 42.22

HOLD [HOLD) 284 50.99 49 17.25 HOLD [HOLD) 40 47 06 16 40 00

SELL [UND] 14 2.51 4 28.57 SELL [UNO] 0 0 00 0 0 00
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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 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.

Continued Progress Within 
the Northeast

NiSource reported in-line results (EPS of SO.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 development within the Northeast, 

such as Mountaineer XPress.

Looking for Further Clarity on CPG. With another 

solid quarter of execution under Ni’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 

point-of view.

Results largely in-line with MSe: Columbia Pipeline 

Ahead of Our Estimates. Columbia 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 offset by increased employee/admin 

costs and electric generation costs due to outages.

Morgan Stanley & Co. U.C Brian Lasky
Brian.Lasky@morganstanley.com 
+ 1 212 761 7249

Robert S Kad
RobertKad@morgansJanley.com 
♦1 212 761.6385 ••

Matthew Giacobbe
Maitbew.Giabobbe@morgsnstanfey.com 
♦1.212761 7243

Alexander H Renker
• Alexander.Renker@morganst3nley.com

♦ 1 212761 4657

Key Ratios and Statistics

Reuters: NI.N Bloomberg: Nl US

Diversified Natural Gas / United States of America

Price target $45.00

Shr price, close (Oct 30, 2014) $42.37

Mkt cap, curr (mm) $13,465

52-Week Range S42.37-30.66

Fiscal Year ending 12/13 12/14e 12/15e 12/16®

ModelWare EPS ($) 1.57 1.69 1.81 1.92

Prior ModelWare EPS ($) - 1.68 1.81 1.92

P/E 20.9 25.0 23.4 22.1

Consensus EPS ($)§ 1.55 1.71 1.84 2.00

Div yld (%) 3.0 2.4 2.5 2.6

Unless otherwise noted, all melncs are based on Morgan Stanley ModelWare 
framework (please see explanation later in this note)
§ = Consensus data is provided by Thomson Reuters Estimates, 
e = Morgan Stanley Research estimates

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. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their investment dedsion.

For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report.
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NiSource (Nl, Equal-weight)

Risk-Reward View: Strong Marceilus + Utica Midstream Potential

Source: Thomson Reuters: Morgan Stanley Research

$55 00 (*30%l

$45.00 (+6%) ♦

$33 00 (-22%)

Apr-15 Ocl-15

Current SlocK Pm:*

Price Target $45

Bull Case 
$55

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 CFG 
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 growth strategies.

Base Case 
$45

Business separation allows better recognition of execution 

on Marceilus / Utica opportunities. Nl places Marcellus/Utica 
growth projects on budget and on time. NTs adoption of an MLP 
is followed through with a periodic dropdown strategy.

Bear Case 
$33

Marceilus opportunities fail to materialize. Marceilus 
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.

Target pric'e'derivatipry '•••:

1. Sum-of-the Parts
2. Comparables 
[pTic^arge^^-

Per'shareV

$49

$43

$45 |

Why Equal-weight?

• Numerous midstream opportunities 

surrounding its existing pipeline 

systems in the Marceilus + 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 Marceilus + Utica 

midstream projects on time and below 

budget.

• Execution on its regulatory agenda 

(e.g., infrastructure modernization 

plan, filing rate cases, implementing 

trackers / cost recovery mechanisms).

• Stable dividend growth profiles 

consistent with both of NTs core 

businesses as they migrate to stand

alone entities.

Potential Catalysts
• MLR 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 

Marceilus or Utica project or 

acquisition beyond those included in 

guidance.

Where We Could Be Wrong
• Regulatory risks associated with 

Marceilus and/or Utica drilling puts a 

hold on midstream project expansions.

• Execution challenges

2
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Exhibit 1

Nl Earnings Variance

NiSource Inc.
(amounts in 000s. except per unit)

Operating Revenues

Gas Distribution

Gas Transportation and Storage

Electric

Other

Total operating revenues

Operating Expenses

Cost of Sales

Operation pnd maintenance 

Depreciation and amortization 

Other taxes

Total operating expenses

Equity Earnings (Loss) in Uncon. Affiliates

EBIT

EBITDA

Interest expense, net 

Other income

Total other income and expenses

Earnings From Cont. Oper. Bef. Inc. Taxes

Income tax (provision)

Net Income (Operating)

Average » of Shares Outstanding

Net Income per Share (Operating) 

Net Income per Share (GAAP)

Segment Data

Gas Distribution (MMDth)

Residential 

Commercial 

Industrial 

Off System 

Other

Gas Transmission & Storage (MMDth) 

Columbia Transmission 

ColumDia Gulf 

Crossroads Gas Pipeline 

intrasegmenl eliminations

Electric Operations (Gigawatt Hours)

Residential

Commercial

Industrial

Wholesale

Other
Source: Company data. Morgan Stanley Research

Actual

3Q13

Actual

3Q14

A/A

% chg

MS

3Q14E

A/E

% chg

MS

4Q14E

255,300 240,400 -5.8% 405,563 -40.7% 969,857

350,100 381,700 9.0% 298,863 27.7% 335.862

416,400 437,900 5.2% 427,007 2.6% 406,376

61,200

1,083,000

77,300

1,137,300 5.0% 1,131,433 0.5% 1,712,094

243,200 230,400 -5.3% 285,466 -19.3% 638.552

468,900 520,600 11.0% 474,598 9.7% 517,188

144,500 153,000 5.9% 151,978 0.7% 155,998

64.300 65,000 1.1% 59,763 8.8% 74,919

920,900 969,000 5.2% 971,805 -0.3% 1.386,657

10,500 12,000 14.3% 11,156 7.6% 12,180

172,600 180,300 4.5% 170,784 5.6% 337.617

317,100 333,300 5.1% 322,762 3.3% 493,615

(103,700) (109,600) 5.7% (109,100) 0.5% (109,600)

15,800 9,200 7,500 9,200

(87,900) (100,400) 14.2% (101,600) -1.2% (100,400)

84,700 79,900 -5.7% 69.184 15.5% 237,217
27,600 34,400 24.6% 23,464 466% 82.530

57,100 45,500 -20.3% 45,720 -0.5% 154,687
313,800 316,600 0.9% 316,100 0.2% 316,600

S 0.18 S 0.14 S 0.14 S 0.49

s 0.16 S 0.10 $ 0.14 S 0.49

15.2 15.4 1.3% 15.7 •1.6% 93.0

16.2 17.5 8.0% 16.7 4.9% 56.0

120.7 126.2 4.6% 124.3 1.5% 133.5

15.6 7.1 -54.5% 14.8 -52.1% 12.5

(0.1) (0.0)

158.4 160.9 1.6% 166.3 -3.3% 350.5

134.0 143.0 6.7% 134.0 6.7% 159.4

4.1 3.2 -22.0% 4.2 -24.2% 4.6

(36.5) (22.1) -39.5% (61.9) -64.3% (87.7)

1.000.5 915.2 -8.5% 1,030.5 -11.2% 835.3

1.066.1 1.031.6 -3.2% 1,087.4 -5.1% 980.6

2,337.2 2.504.7 7.2% 2,348.9 6.6% 2.450.9

108.6 161.4 48.6% 109.1 47.9% 5.2

31.3 36.4 16.3% 31.9 14.0% 41,7

1 ■ Hr:' l ir ••
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Exhibit 2

Nl Income Statement

NiSource Inc.
Income Statement

(amounts in thousands, except per unit data) 2013 2014E 2015E 2016E 2017E

Net Revenues

Gas Distribution 2,225,300 2,829.957 3,592,351 3,956.138 4,356,885

Gas Transportation and Storage 1,646,400 1,686,162 1,471,176 1,724,978 1,944,212

Electric 1,563,200 1,691,376 1,790,867 1,874,020 1,935,239

Other 224,400 271.000 - - -

Total Net Revenues 5,659,300 6,478,494 6,854,394 7,555,136 8,236,336

Operating Costs

Cost of Sales 1,815,500 2,301,952 2,365,379 2,615,126 2,818,335

Operation and maintenance 1,873,900 2,072,088 2,198.302 2,441.221 2,690,390

Depreciation and amortization 577,300 606,798 642,898 677,813 716,843

Other taxes 300,600 296.919 318,700 339.123 371,218
Total Operating Costs 4,567,300 5,277,757 5,525,279 6,073,283 6,596,786

Equity Earnings (Loss) in Uncon. Affiliates 35,900 45,080 49,823 51,080 52,368

EBIT 1,127,900 1,245,817 1,378,938 1,532,932 1,691,918

EBITDA 1,705,200 1,852,615 2,021,836 2,210,745
2,408,762 *

Other income

Interest expense, net (414,800) (437,400) (530,650) (625,615) (723,951)

Other income 42,600 30.400 36,800 36,800 36,800
Inc. from continuing operations bef inc. taxes 755,700 838,817 885,089 944,117 1,004,767

Income tax (provision) 261.800 302,630 312,596 336,692 356,469
Operating Net income (Loss) 493,900 536,187 572,493 607,424 648,298

Net Income per Share (Operating) $1.57 $1.69 $1.81 $1.92 $2.05

Net Income per Share (GAAP) $1.56 $1.68 $1.81 $1.92 $2.05

Weighted Avg Diluted Units Outstanding 313,600 316.600 316,600 316,600 316.600

Dividends per share 0.99 1.03 1.07 1.11 1.16

Source: Company data. Morgan Slanley Research
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Nl Balance Sheet
Balance Sheet

MORGAN STANLEY RESEARCH

(amounts in thousands, except per unit data) 2013 2014E 2015E 2016E 2017E

ASSETS

Cash and cash equivalents 26,800 89.131 272.382 226,761 339,850

Restricted cash 8.000 9.800 9,800 9.800 9,800

Accounts receivable 1,005.800 956.896 981,473 1.177,122 1,233,414

Income tax receivable 5.100

Gas Inventory 354.600 55.983 58.393 202.149 119,094

Regulatory assets 142.800 188.100 188.100 188.100 188,100

Other 330.600 320,900 320,900 320,900 320,900

Total Curroni Assets 2,159,200 1,992,910 2,203,148 2,496,931 2,583,256

Net Property. Plant and Equipment 14.365,100 16,101,902 17,459.004 18,781,190 20,064,347

Unconsolidated affiliates 373.700 437,100 437.100 437,100 437,100

Other investments 204.000 201,900 201.900 201,900 201,900

Price risk management assets 500 - -

Regulatory assets 1.522.200 1,454,100 1.454,100 1.454,100 1,454,100

Goodwill 3.666,200 3.666,200 3,666.200 3.666.200 3,666,200

Intangible assets 275,700 270.200 270.200 270,200 270,200
Deferred charges. Postretiremen, other 87,300 85.000 85.000 85,000 85,000

TOTAL ASSETS 22,653,900 24,209,312 25,776,652 27.392.622 28.762.105

LIABILITIES AND STOCKHOLDERS' EQUITY

Current portion of long-term debt 542.100 530.000 530,000 530,000 530.000

Short-term borrowings 698.700 1,101,100 1.101.100 1.101,100 1,101,100

Accounts payable 619,000 789.557 823.546 884,800 972,800

Dividends payable 82.000 82,000 82.000 82,000

Customer deposits and credits 262.600 241,700 241,700 241,700 241,700

Taxes accrued 254.800 216,100 216,100 216.100 216,100

Interest accrued 136.400 142.000 142,000 142.000 142,000
Price risk management liabilities 1,400

Exchange gas payable 186,400 139.200 139,200 139,200 139,200

Deferred revenue 18.500 8.700 8,700 8,700 8,700

Regulatory liabilities 60,200 88,700 88,700 88.700 88,700

Acc tiab for post-retirorfienl / -employment benefits 6.200 6,200 6,200 6,200 6.200

Other accruals 327.600 347.400 347,400 347.400 347.400

Total Current Liabilities 3.178,400 3,761,357 3.795,346 3,856.600 3.944.600

Long-term debt, excl amounts due within one year 7,593,200 8.240.600 9.540,600 10.840.600 11.840,600

Price risk management liabilities 300

Dcferrod income taxes 3.277.800 3,471.900 3,471,900 3.471.900 3.471.900
Deferred Inc. taxes, credits, other 129.900 143,300 143.300 143,300 143.300

Acc liability for post rotirement/-employment benefits 527.500 466.100 466,100 466.100 466,100

Regulatory liabilities and other removal costs 1,669,800 1.673.900 1.673,900 1.673.900 1.673.900
Asset retirement obligations 174,400 178,000 178.000 178.000 178.000

Other noncurrent liabilities 216.000 224.300 224,300 224,300 224.300
Total Other Liabilities and Deferred Credits 13,588,900 14.398,100 15,698,100 16.998,100 17,998,100

Common stock 3,200 3.200 3,200 3,200 3,200

Additional paid-in capiisl 4.690.100 4.734.700 4,734,700 4.734.700 4.734.700

Relained earnings 1.285.500 1,412,155 1.645,505 1.900,222 2,181,705

Treasury stock (43.600) (41.400) (41.400) (41.400) (41,400)
Accumulated other comprehensive loss (48.600) (58.800) (58.800) (58.800) (58.800)
Total Common Stockholders’ Equity 5,886,600 6.049.855 6.283,205 6,537,922 6,819,405

TOTAL CAPITALIZATION & LIABILITIES 22.653.900 24.209,312 25.776.652 27,392.622 28,762,105

CONSOLIDATED DEBT METRICS

Average 1 otai Debt 8,468,600 9.352.850 10.521.700 11.821.700 12.971.700

Average Net Debt 8.437.050 9,294.884 10.340,943 11,572,129 12.688.395
Net Debt/ Total Book Capitalization 59.6% 60.9% 62.6% 64.4% 65.5%

Average Debt/ EBITDA 5.Ox 5.Ox 5 2x 5.3x 5.4x

Average Interest Rate
Source: Company data. Morgan Stanley Research

4.9% 4.7% 5 0% 5.3% 5 6%
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Nl Cash Flow Statement 

Cash Flow Statement

MORGAN STANLEY RESEARCH

(amounts in thousands, except per unit data) 2013 2014E 2015E 2016E 2017E

Cash from Operating Activities

Net Income 532.100 530,587 572,493 607,424 648,298

Debt: Gain Early Extinguishment / Amort Disc.+Premium 9,400 - - - -

Depreciation and Amortization 577.300 606,798 642,898 677,813 716,843

Net Changes in Price Risk Mgmt A / L 2,600 1,400 - - -

Deferred: Inc. Tax/Credils; Revenues 280.200 188,400 -

Stock Compensation Expense 50.700 27,900 - - -

Loss/(Gain) on Asset Sales / Impairments / Disc Opts (17,500) (16,400) - - -

Income from Unconsolidated Affiliates (35,700) (20,600) - -

Disc. Operations: Loss/(Gain) on Disposition (41,200) 500 - - -

AFUDC Equity (18,500) (9,200) - - -

Dist. of Earnings Received from Equity Investee 32,100 12,900 -

Other 10,000 4.100 - -

Changes in Assets and Liabilities: 55,300 282,478 7,002 (278,152) 114,764

Net cash from operating activities 1,436,800 1,608,863 1,222,393 1,007,086 1,479,905

Cash from Investing Activities

Capital Expenditures (1.879.900) (2,175,000) (2,000,000) (2,000,000) (2,000,000)

Insurance Recoveries 6.400 6,800 -

Proceeds from Disposition of Assets 18,000 6,200 - -

Restricted Cash Deposits (Borrowings) 38,700 (1,800) -

Contributions to Equity Investments (125.400) (54,800) - -

Other Investing Activities 50,800 (1,100) - -

Net cash from investing activities (1,891,400) (2,219,700) (2,000,000) (2,000,000) (2,000,000)

Cash from Financing Activities

Issuance of Long-Term Debt 1.307,600 600,000 1,300,000 1,300,000 1,000,000

Retiremenl/Repurchase of Long-Term Debt (510.900) (13,300) - -

Change in Short-Term Borrowings. Net (78.100) 402,400 -

Issuance of Common Stock 43,700 16,100 - - -

Acquisition of T reasury Stock (8.100) (10,200) -

Dividends Paid - Common Stock (305,900) (321,832) (339,142) (352,708) (366,816)

Other (3,200) - -

Net cash from financing activities 445.100 673,168 960,858 947,292 633,184

Net change in cash (9,500) 62,331 183,251 (45,622) 113,089

Cash at beginning of period 36,300 26,800 89,131 272,382 226,761

Cash at end of period
Source: Company data. Morgan Stanley Research

26,800 89,131 272,382 226,761 339,850
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Nl Operating Data
Operating Data

GAS DISTRIBUTION

Sales and Transportation (MMDth):

2013 2014E 201SE 2016E 2017E

Residential 272.3 299.9 290.4 304.9 320.2

Commercial 172.9 191.0 190.7 200.2 210.2

Industrial 494.5 518.2 544.1 571.3 599.8

OH System 70.4 48.1 49.1 50.0 51.0

Other 0.4 (0.1) (0.1) (0.1) (0.1)

Total Sales and Transports 1,010.5 1,057.1 1,074.1 1,126.3 1,181.1

Wealher Adjuslment (3.4) (33.8) (4.0) (4.0) (4.0)

Sales and Transport Vois — Excluding Weather 1,007.1 1,023.3 1,070.1 1,122.3 1,177.1

y/y change 2.6% 1.6% 4.6% 4.9% 4.9%

Sales Price ($ 1 Dth) $3.03 $3.46 $3.36 $3.52 $3.70

y/y change 6.9% 14.2% -3.1% 5.0% 50%

COGS Price ($/Dth) $1.41 $1.76 $1.63 $1.74 $1.82

y/y change 18.1% 24.8% -7.2% 6.9% 4 1%

Gross Margin ($ / Dth) $1.62 $1.71 $1.73 $1.78 $1.89

y/y change

COLUMBIA PIPELINE GROUP

Throughput (MMDth):

1.9% 5.0% 1.1% 3.2% 5.9%

Columbia Transmission 1.124,6 1,165.1 1,234.8 1,296.6 1,361.4

Columbia Gulf 643.0 632.7 672.6 706.3 741.6

Crossroads Gas Pipeline 16.9 17.0 17.9 18.8 19.7

Total throughput 1,764.5 1,814.9 1,925.3 2,021.6 2,122.7

Intrasegment eliminations (239.4) (193.0) (285.1) (260.4) (271.0)

Total third-party throughput 1,545.1 1,621.9 1,640.3 1,761.3 1,851.7

y/y change -2.4% 5.0% 1.1% 7.4% 5.1%

Tariff ($ / Dth) $0.50 $0.50 $0.52 $0.55 $0.56

y/y change

ELECTRIC OPERATIONS

Sales (Gigawatt Hours):

10.0% -0.6% 4.4% 5 2% 3 0%

Residential 3,444.7 3.439.9 3,611.9 3,792.5 3.868.4

Commercial 3,881.9 3.912.6 3,990.8 4,070.6 4,111.3

Industrial 9,339.7 10,018.5 10.319.0 10,525.4 10,630.7

Wholesale 669.7 490.5 500.3 510.3 520.5

Other 132.0 146.4 150.8 155.3 160.0

Total sales 17,468.0 18,007.8 18,572,8 19,054.1 19,290.8

Weather Adjustment (24) 79.3 -

Total sales volumes — Adj. for weather impacts 17,465.6 18,087.1 18.572.8 19,054.1 19,290.8

y/y change 3.6% 3.6% 2.7% 2.6% 1 2%

Revenue / Gigawatt hour) $89.59 $93.57 $96.42 $98.35 $100.32

y/y change 0.5% 4.4% 3.0% 2.0% 2.0%

COGS ($ 1 Gigawatt hour) $31.07 $33.59 $33.32 $34,47 $35.29

y/y change 5.0% 8.1% -0.8% 3.4% 2.4%

Gross Margin ($ / Gigawatt hour) $58.53 $59.99 $63.10 $63.89 565 03

y/y change -1.8% 2.5% 5.2% 1.2% 1.8%

Source: Company Oala. Morgan Stanley Research
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Nl Sum of Parts Analysis
NiSource, Inc.

Nl
NiSourcelnc.________________________” ”Value'($ni) VShare
Gas Distribution ’ "................. " T 6,369~ $ ’ 20.12*

Gas Transmission & Storage 14.758 46.62

Electric Utility 3,692 11.66

Value $ 24,619 $ 78.39

Nei Debt (9.295) (29.36)

'NetEauitvValue,

Shares Outstanding (inm)
“------------

$~ ' '15,52'4_$_ 4tL04

3166

;GAS DISTRIBUTION .. ‘ ■ .:

Forward EBIT(2015E) $527

Interest $136

Tax Rale 35%

Nel Income $253

Forward multiple 16.0x

Equity value $4,051

Debt 52,318

Enterprise value $6,369

GAS TRANSMISSION &StORAGE (on a'PV basis).-. ____^ ” j

WLP Drop-down Proceeds, Net of Funding Obligation S9.213

MLPGP Value 4.275

MLP IP Value  1.270

Enterprise value S14.758

ELECTRIC IJTIUTY_______ ________ .____________ _____ ______ j
Forward EBIT I2015E) " ~ ............ .. S319

Interest S79
Tax Rate 35%

Net Income S155

Forward multiple 15.5x

Equity value $2,406

Debt  51,286

Enterprise value $3,692

EBITDA Breakdown

Gas Dislnbution $754 ~7 r,
Gas Transmission A Storage $694 V!'';

Electric Utility $570
$2,017

Consolidated 

Inieresi Expense (2015)

Tax Rale (2015)

Incremental Funding Obligation (dropdown period) 

Source: Company Data. Morgan Stanley Research

531

35%
$917
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Nl New Stand-Alone Entities Comparable Metrics
Pro*Forrra Net Debt i'3'too;
Pro-Forma Shares 3t-?.0

ONEOK Inc 
Spectra Energy Corp 
Williams Cos 
Average

OKE
SE

WWB

3E£

16 5*
17 3*

14.9*
16.1*
t; n,
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23 3*
22.9*
17,7*
21.3*

20.5* 
20.0* 
15 5*
16.7*

4.3%
3.8%
4.7%
4 2%

ffiEEHPra".

4 7%
4.1%
5 5%
4 8%

iOMdehti GrowttfWBl

11.4% 10 6% 9 7%
9 0% 8 2% 7.6%

17.3% 160% 150%
126% 11.7% 10.8%

Li5pliBTt.igft,gp5TI(i#.firoup^
Stat-st'cs

^ ------ -- e., •-i. , ,
040 71 (r 311 350 C1.E8 1 ?ti

150. $20.65 13 5* $21} 82 10 0* $18.65 iSS* $19.51 4? 5% $20.66 5 25% $2526
ir. : $21.86 14 Ok $21.94 20 5* $20.14 18 0* $21.61 450% $21.63 5<X1% .$26.68
16 C' $22.87 14,5* $23.05 22 0* $21.61 19.5* 523.41' 4.25% $23111 4.75% ,$28.25

$23.68 15 0* $24.18 23 5* $23.08 2t.0x $25^2 4.00% $24.56 4.50% $30.02
170* $24.R9 15 5* S25 30 25.0* $24 56 22 5* $27 02 3 75% $26.19 4 25% $32.07
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Maximum $46 58 $46 88 $46.00 $43.59 $47 63 553 60
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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 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 + stock price appreciation). We find a statistically 

insignificant correlation between bond and MLP prices. Several 

periods of rate increases (1994,1999, 2004) are correlated with 

poor performance, but there is little day-to-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 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 growth in

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 II). combined with approximately 1.5-2.0% 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 largel 

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.

Investment 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 

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.

i 1 ".■Ml, • , iT • Hm,; ;
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Glossary of MLR 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 

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. It 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 MLR. 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 (IDRs): 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).

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.g., 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 majority of the 15% 

balance.

Qualifying Income: In order to be taxed as a partnership, 90 

percent of a RTF’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 (RIO) 

or real estate investment trust (REIT).
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fUU ModelWare
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 earnings.
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For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy Hold and Sell 
alongside our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings or Buy Hold or Sell to the 
stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended 
relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy 
recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively

Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count

%of

Total Count

% of % of Rating 

Total IBC Category

Overweight/Buy 1113 35% 353 40% 32%
Equal-weight/Hold 1390 44% 410 47% 29%
Not-Rated/Hold 109 3% 21 2% 19%
Underweight/Sell 575 18% 96 11% 17%
Total 3,187 880

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.

Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the 
analyst's industry (or industry team s) coverage universe, on a risk-adjusted basis, over the next 12-18 months
Underweight (U). The stock’s total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage 

universe, on a nsk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan 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 attractive vs the 
relevant broad market benchmark, as indicated below,
In-Line (I); 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): 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 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)
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NiSource, Inc. CNI.N) - As of 10/30/14 in USD

Pric« Tar9«t History 8/2/11 : 23; 10/28/11 1 25; 4/18/12 ! 26; 7/31/12 1 28; 2/13/13 S 23; 4/10/13 : 30;
10/31/13 S 32; 1^8/14 : 34; 2/18/14 S 36; 4/30/14 1 40; 7/31/14 : 43; 3/30/14 : 45

Source; Morgan Stanley Research Date format : MM/DD/YY Price Target "*' No Price Target Assigned <NA>
Stock Price <Not Couered by Current Analyst) Stock Price (Couered by Current Analyst) ■■
Stock and Industry Ratings ( abbreviations below) appear a* ♦ Stock Rating/lndustry ‘.'iew
Stock Ratings! Overweight <0> E^ual-weight <E) Underweight >U> Not-Rated (NR) No Rating Available (NA)
Industry View! Attractive (A> In-line <1) Cautious (C> No Rating (NR>

Effective January 13, 2014, the stocks covered by Horgan Stanley Asia Pacific will be rated relative to the analyst’s industry
•or industry team's) coverage.

Effective January 13, 2014, the industry view benchmarks for Morgan Stanley Asia Pacific are as follows! relevant HSCI country 
index or MSCI sufc*-regional index or MSCI AC* Asia Pacific ex Japan Index.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Importanl disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smilh Barney LLC or 
Morgan Stanley or any of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at
www.morganslanley.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 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 conflict of interest.

Other Important Disclosures
Morgan Stanley 8 Co. International PLC and its affiliates have a sigmficanl financial interest in the debt secunlies of CenlerPoint Energy, Inc. Enbridge Energy Partners 
LP, EnLink Midstream LLC, Kinder Morgan Energy Partners LP. Kinder Morgan Inc.. NiSource, Inc., Oneok Inc., SemGroup Corp, Williams Companies, 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, advice 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 Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to Ihe 
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. 
For all research available on a particular stock, please 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 on Matrix and also distributed electronically by Morgan Stanley to clients. 
Certain, but not all, Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate 
electronic means as a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix al 
http://www.m0rganst3nley.com/matrix.
Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html), By accessing and/or 
using Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use (http://www.morganstanley.com/terms.html). In 
additron you consent to Morgan Stanley processing your personal data and using cookies in accordance with our Pnvacy Policy and our Global Cookies Policy 
(http://www.morganstanley.com/privacy_pledge.html), including for the purposes of setting your preferences and to collect readership data so that we can deliver better 
and more personalized service 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://www.morganstanJey.com/privacy_pledge.html).
If 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.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances 
and objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages 
investors to seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The 
securities, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or 
participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to 
participate in any particular trading strategy. The value of and income from your mvestmenls may vary because of changes in interest rates, foreign exchange rates, 
default rates, prepayment rates, secunties/instruments prices, market indexes, operational or financial conditions of companies or other factors. There may be time 
limitations on the exercise of options or other rights m secunties/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates
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of future performance are based on assumptions that may nol be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the 
primary exchange for the subject company's securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation 
based upon various factors, including quality, accuracy and value of research, firm profitability or revenues {which include fixed income trading and capital markets 
profitability or revenues), clieni feedback and competitive factors. Fixed Income Research analysis', strategists' or economists' compensation is not linked to investment 
banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

The •Important US Regulatory Disclosures on Subject Companies" section in Morgan 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, Morgan Stanley may have an 
investment of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in 
Morgan 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. Morgan Stanley makes every effort 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 information in Morgan 
Stanley Research change apart from when we intend to discontinue 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 
personnel.

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 lake 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 reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment 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 
securities/instruments 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/instruments. MSTL may not execute transactions for clients in these securities/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 pan of its regulated activities in Hong Kong, if you have any queries concerning Morgan 
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Asia (Singapore) Securities Pte Lid (Registration number 200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its 
contents and should be contacted with respect to any matters arising from, or in connection with. Morgan Stanley Research) and by Bank Morgan Stanley AG. Singapore 
Branch (Registration number Til FC0207F); in Australia to 'wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited 
A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents: in Australia to "wholesale clients” and 
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Industry Coverage:Diversified Natural Gas

Company (Ticker) Rating (as of) Price' (10/30/2014)

Brian Lasky

CenterPoint Energy. Inc (CNP.N) E (06/09/2014) $24.41

Cheniere Energy InC. (LNG.A) O (06/09/2014) $73.75

Cheniere Energy Partners L.P. E (06/09/2014) $24

Holdings (CQH.A)

EnLink Midstream LLC (ENLC.N) E (06/09/2014) $38

Enbridge Energy Partners LP U (09/10/2012) $36.43

(EEP.N)

Enbridge Energy Partners LP U (12/17/2013) $35.48

(EEQ.N)

Kinder Morgan Energy Partners LP E- (06/09/2014) $94.92

(KMR.N)

Kinder Morgan Energy Partners LP E (08/14/2014) $93.96

(KMP.N)

Kinder Morgan Inc. (KMI.N) E (06/09/2014) $38.54

NiSource, Inc. (NI.N) E (06/09/2014) $42.37

Oneok Inc. (OKE.N) O (06/09/2014) $58.67

SemGroup Corp (SEMG.N) O (06/09/2014) $76.8

Spectra Energy Corp. (SE.N) E (06/09/2014) $38.83

Williams Companies. Inc (WMB.N) 0(06/09/2014) $55

Slock Ratings are suDjed lo change Please see latest research for each company. 
• Historical pncas are noi spill adjusted

© 2014 Morgan Stanley
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NiSource Inc Nl ★★

Moira

Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship Morningstar Credit Rating Industry Group

42.37usd 32.00uSD 22.40usd 43.20USD Medium Narrow Stable Standard 8BB Utilities - Regulated

NiSource Reaffirms Earnings Guidance; Mountaineer XPress 

Pipeline Could Be $1 Billion Investment

Charles Fisnnran, Cfrt 
Slock Analysl
ctiailiis.lishrnanwmo'iimgsiar.com
3i2-69ti-ti5?3

the primary analvsi coveiing this company 
tloesnoi own its stock.

Hesearchas ol 31 t)u 701<5 
[stimaics as ot 31 Jul 2014 
Pricing data thiujijti 30 Oct 7(114 
Rating upuaicr) as ot 3D Oct 2014

Currency smonnls oprttssen with '$ are in 
U.S. rlollars (USDl unless otherwise denoted.

Cooler! Is

Analyst Note 31 Oct 2014 

We ate reaffirming our narrow moat and stable moat vend 

ratings and $32 fair value estimate after NiSource reported 

third-quarter operating earnings per share of $0.14 versus 

S0.18 in the same period last year. Management reiterated 

its expectation that 2014 operating earnings would probably 

be in the upper half of the guidance range of $1.61-$1.71 

per share. Our 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, filed its registration statement with the 

Securities and Exchange Commission on Sept. 29.

Analysl Nuiu

Monnnyslat Analysl f uccasis

The only new project NiSource discussed was the 

Mountaineer XPress, potentially a SI billion pipeline serving 

Marcellus and Utica gas shippers. If constructed, the 700 

mmef/d- 2.0 bef/d pipeline would provide incremental 

capacity from Noble County, Ohio, 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 currently 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 Rayne/Leach XPress ($1.75 billion).

Vital Statistics

Market Cap (USD Mil)

5?-Week High (USD)

5?-Wesk Low (USD)

52-Week Total Return %

YID Total Reiurn %

Last Fiscal Year End

5-Yr Forward Revenue CAGR %

5-Yr Forward EPS CAGR %

Price/Fair Value

Valuation Summary and Forecasts

Iiscsiveai 2012 2013 /OWL) 20/y;;

Rtice/Camiiwis 17.0 20.8 74.3 23.2

IV/FOITDA 9.9 11.2 U.9 10 9

EV/EBIF 15.2 17.0 17.5 16.0

Free Cash Flow Yield % •3.0 -4 4 -4.2 -4.1

Dividend Yield % 3.5 30 2.4 2.6

Financial Summary and Forecasts (USD Mil)

fiscal reur 2012 2013 /nuici tomi

Revenue 5,061 5.657 6.169 6.573

Revenue YoY % •15.9 11.8 9.0 66

EBIT 1.039 1.126 1.294 1.413

EBIT YoY % 12.7 8.4 14.9 92

Net Income. Adjusted 437 494 542 589

Net Income YoY % 17.4 13.0 9.7 96

Diluted EPS 1.4C 1.58 170 1.33

Diluted EPS YoY % 7.9 8.3 7.8 7.9

Free Cash Flow 71 -379 -148 -417

Free Cash Flow YoY % 339.3 •637.2 -61.0 182.0

Rislorval/loiGMst daw sources atr Muinn«istai [slimaiesarvlmay icIlnaatJiusinienls

13.360 

42.45 

30.65 

36.9 

32.0 

31 Dec 2013 

7.1 

7.7 

1.32

Profile

NiSourco is one of the nation's largest naiural gas distribution companies 

with 3.4 million customers in Indiana. Kentucky. Maryland. Massachusetts. 

Ohio, Pennsylvania, and Virginia. NiSourco also owns 15.000 miles of 

natural gas transmission pipeline?, operates one ol the nation's largest 

underground natural gas storage systems, and provides unregulated 

midstream services in the growing Marcellus and Utica shale pruduction 

area. NtSourcc's electric utility generates, transmits, and distributes 

electricity in northern Indiana.

£ Vor?0U All h yfuj i**-() Motmngj•'*!i wji* Rat■ nQ'. & Hpje9Kh • * P'o.iu< uc JRfl vIh-J t* Motrv.njsr,>r fnc. wh<£h i; ikji iogtsiptO w (*. 'me U $ i ir-es f /mnde CufTirTirss*rjr. 55 a yIv f«cogn 170O $fjv; 11 cdl fta 1 og On)aai/a»,on Piln^ ̂  fJ( 6
;'ij2Soo‘J U'’ie?5 wvvnn '• J travail "'•1*01 vwjruvvu-iM'eocrctKiyin ir* count'vmwfiifh js yigiftal CfSinti/OF *1 flip in'pmjTicfi o.pa .viaNsv, a*« opinipfi: hsrpifi do m ujnittiufe mTtsi-^nt Wv'ie ate ;'i?«'dfJ

‘oi kvar-anvaf wotrsi wtUft w y pn-r to v 9 4^ a'pno: t* vsne o' aiiwdn lr- e«?f jhc a-? n o' or* w nen ishfh** wi'iOui nonw Utitt ertip'v.-«
'-ajueo ^ lr* McKn*' r.w 1*41 it r*$pc^vb**- in- ar»> carr.>}«** p y-'w rpjofsihq '/&?• ^ rdaiM tj "+ tn,o rrc; tv zz'3 a* }•»:“* <««** cm rf tneu use Tx tnfof.Tiaiion CkX.JSixc r»r«vir >% tv proptiets'f wo^:r» of
Vnr rungs! jr ««-*,•/nl* 'Wrtj'eC rtwVjpcv,' wi tr'.srfl ir* «n, rurr .m. w fet the p» yr wr.rfc-rcunierf of Mc--rn3'tJ' n'1;i tetvir,u calf .r?l7-E5»e-t1,K fol-CW '♦'ifJ'tft Call *1 Jt? Sc-e Uv OT'nr nriHjii.t'ir Omlosu'**.
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Lasl Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship Momingstar Credit Rating Industry Group

42.37usd 32.00uso 22.4QUSD 43.20usd Medium Narrow Stable Standard BBB Utilities - Regulated

Momingstar Analyst Forecasts

Financial Summary and Forecasts

lisnal Year bids inOerpmtiRr Forecast

3-Year 5 Year
Gil)*tli(% YuY| HlSl. CAGR ?01! 2017 71)13 MM 7(7)5 1’ini fjStifl

Revenue -1.1 -6.3 -15.9 11.8 90 6.6 7.1

EBIT 6.8 -0.2 12.7 8.4 14.9 9.2 W.4

EBITDA 3.9 •4.0 9.6 6.4 11.4 9.2 9.4

Net Income 13.2 14.1 12.4 13.0 9.7 8.6 98

Diluted EPS 90 10.8 7.9 8.3 7.8 7.9 7.7

Earnings Before Interest, after lax 4.4 10.4 4.1 -1.0 18.4 5.4 8.7

Free Cash Now -237.7 -88.9 339.3 •637.2 -610 182.0 —

3-Y.:,lf 5 Yea'

Piol.Utulily HlSl Avg 7011 7017 7013 mu Wj PlOj A/p

Operating Margin % 18.6 15.3 20.5 19.9 21.0 21.5 22.1

EBITDA Margin % 28.7 24.3 31.6 30.1 308 31.5 32.2

Net Margin % 7.9 6.5 8.6 8.7 88 9.0 9.3

Free Cash Flow Margin % -1.7 0.3 1.4 -6.7 ■2.4 ■6.4 ■3.4

ROIC % 7.3 7.6 7.5 6.9 7.5 7.3 7.3

Adjusted ROIC % W.U 10.6 10.2 9.1 9.8 9.3

Return on Assets % 1.9 1.5 2.0 2.4 23 2.3 w
Return on Equity % 77 6.0 7.9 9.3 90 94 97

J-Ycar S-Year
level itge Hisi Avg 2011 21117 7(113 20U 7(1)5 I'wj Avij

Uebl/Capilal OGU 0.61 0.59 0.60 0 61 063 062

Total Debt/EBIIDA b 23 5.4!) 5.00 5.19 5 14 b 19 5 05

EBUDA/lnierest Expense 3.94 3.88 3.B3 4.11 4.08 404 4.12

Valuation Summary and Forecasts Discounted Cash Flow Valuation

2017 2013 rowi 7£».W rum Value Pei Snare
USD Mil 1%) Value

Pnce/Fair Value 1.00 1.22 — __

Price/Earnings 17.0 20.9 24.9 23.2
Present Value Stage 1 •974 -5.2 -3 05

EV/EBITDA 9.9 11.2 11.3 10.9
Present Value Stage II 1.407 7.5 4.40

EV/EBIT 15.2 17.0 17.5 160
Present Value Stage III 18,225 97.7 57.04

18.657 100.0 58.39
Free Cash Now Yield % -3.0 -4.4 -12 ■4 1

Dividend Yield % 3.5 3.0 2.4 2.6
Cash and Equivalents 70 __ 0.22

Debt -8.834 __ •27.G5
Key Valuation Drivers Preferred Stock - — —

Coslof Eauily % 10.0 Other Adjustments 35 _ 0.11

Pre-Tax Cost ol Debt % 5.0 Equity Value 9.926 - 31.07

Weighted Average Cost ol Capital % 6.7

Long-Run Tax Rate % 35 0 Piojecied Diluted Shares 320

Stage IIEBI Growth Raie % 7.0

Stage II Investment Rale % 87.5 Fair Value per Share (USD) —

Perpetuity Year 15
Ihi; dais m iim: table abova represent base-case tweeasts m the company's teponmg

ciiwncv as Jfie IwgiMmng cl ihecurrem ycai. Our lati value estimate may differ Irom The 
Md>hon3les:irr.iie$dn(l scenanosavatlable Itf downlaacJat ht^p//selrtl.rT1(vr;^rig$Ta, com equiv value per share shown above due loour Timufvslwol wofri?yOdjus:rrieni and incases

where crobabiliiyAwighied seenono analysis is pertornvd

iT Vor>'A9s:ai ^(vr^n^’s Crtoi rToriPjs % Hes^jxh \ pcCuc^C and uir^« by lie. «ru(nts for ’tj'S'Ciefl »v it thpir S Sscutlircs Cu^ut^vstO' awNdii0fiailyl^«5ti«»?»J Stati jival Rating Oigi^ftiiCK'
"N-:*Cn Un'pss othprivks- vwttl t * ’SSJta:? you may us€ im rcoon c^ly in if;e loonr'y in wAich itso'i^hal Jisinfititoi n uyrj Trii; tntprmgtijft Jai;, anahy'gi;^ 3*fl opinion. ot?yrn?pa rnuHin no not cunititi.ie mveyi^cnr aavite. »tc >o»ideC
scJply ftti •iVot^aiiunal fur [Kites dnfl rc/c'ore at- nor an oh-r to btrj or iefl a secvt'tv are notwininirt io w ccrxc’ or acru'^e fnf wjtrvtK>5 e*wss6fl ax 'A o' '.tedaie wnuen sno ,ti« *,uOj?m id cJ'iiogc without notice ►»:wn ai ofnorwi«
resYHCG f'*w Morringsu vhaUnotU 's>5t»aiible tor any »W'ng ilectsitn; carnage O'O’hf1 lns« is^u>ting tiyn oneiaxotu r< tnlumvjson ca*a aiJly^ v rneuuse Ihc .rtcrciaiiiKifontywarpfBir.iy tripiHtp* ♦tavfl'opsry of
Vv t.twtar anc r^T nm « 'Pp'WalthJ ' on* pan. O' many n«iic* -v t*fit Ibtor-w wntlco convr.t lA Vof^n.x Ioo»flef iw*s ««*• ^ 3l?-W6-cHJ0 *f»l c#n«£ r»€ im .. it:, tail • I 33? c*>6£6? See U^s crop ‘cb irwiant py'iowv
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Morningstar Analyst Forecasts

Income Statement (USD Mil)

Fiscal Year Fnrts in Docemftei Furscoss

Revenue

Cost ol Goods Sold

yon

6.019

2.556

2017

5,061

1.542

7013

5,657

1.816

7P1J

6,169

7.W

2015
6,573

2.129

Gross Profit 3.463 3,520 3.842 4.125 4.445

Selling. General 8 Administrative Expenses 1./23 1,663 1.874 1976 2U5

Utfier Operating Expense (Income) 295 288 301 79/ 307

Other Operating Expense llncome) -1b -32 -36 -45 -49

Depreciation & Amortisation (it reported separately) 538 562 577 603 658

Operating Income (ex charges) 922 1,039 1,126 U94 1,413

Restructuring & Other Cash Charges 17 -4 -18 __ __

Impairment Charges (il reported separately) _ — — - —

Other Non-Cash |lncome)/Charnes __ __ __ __ —

Operating Income (incl charges) 905 1,043 1,143 1,294 1,413

Interest Expense 377 418 415 465 513

Interest Income -61 2 74 5 5

Pre-Tax Income 467 626 753 834 906

Income lax Expense 163 216 262 73? 317

Other After-Tax Cash Gains (Losses) -5 6 6 __ __

Other After-Tax Non-Cash Gams (Lossesl — — 35 - —

(Minority Interest) — — — — —

(Preferred Dividends) — — — - —

Net Income 299 416 532 542 589

Weighted Average Diluted Shares Outstanding 289 son 314 319 321

Diluted Earnings Per Share 1.03 1.39 1.70 1.70 1.83

Adjusted Net Incurne 389 437 404 54? 589

Diluted Earnings Per Share (Adjusted) 1.35 1.46 1.58 1.70 1.83

Dividends Per Common Share U 92 0.94 0.98 1.02 106

EBITDA 1,443 1,605 1,721 1,897 1071

Adjusted EBITDA 1,460 1,601 1,703 1,897 1071

£' 70l4 AN Rights Reserved Mami-ig':or'$ ^ft^s K Resej'Ch •*. pioJuceC aftufitlercJ Ct Moiairgsrir. Inc . whtch ij na\ ipg.*.!cred w !• im» U S ^ f«chjnM' Cor^vriSS'tjr. ss a PJit't^fly rf9CCgrn?«3 St.r'lKaJ ^aNog OrgorMTJTkC-'
ru=$*-*'l U"'CSSO,h#;nviS« C'fwiflCO in a SfW'd'P vOu rrgy us< ihsipwi'l t'hly iNf fflunl'yin wflith U «*m3l JiStuLVC «S (Hf! tf.lwnAUtt’, doli 3*iC upftipni ni®St"t,W hcre'it ijii nut cortll'lute inafSt "Cm Jtvilt! Ote J'OV'rtdC
s ii]»«l T to* ’R' cr pur puses aid i *htei ore i*4 no t s • o’ fen o y •» or«; H a ietui tiy ihC a~v no* w an i p it 13 ?e O'f sa c umpk te ot attu ■ 31 p « m op ni<*ns e$ sco ^2 s 1:1 '.ht. iui 5 wt it 1 r n a nc a< e si 1 hji»t * rp cn a^ue * *1 m 'vi "citi c c (»' opt *•, ott.p r* 1 sp

Mftt*'gsia« sfiaff not tieretpxi*S5 »>■ a^y flC*-iiiC^ ian.ice> ur oifiet l^scs icsuM.rg irc»Ti cfrHatpjtn re riuMjiroij ;3to o’aV.esft'Mnniun* or ner'fte W'ni.-tno'njr conio-^Jbe/etn is the trt<Dl'•la,»pryoenr u*
'/•/nrpM:* *-oi be r.v.-M»* m 1* wt •/ -«c ww w ?-uti tv puck wm>r»covert o- Vorim^a' Je y&i >c* nt< cori .1 3l> iS6-c*[l0 »*e T!Mri». w" •: 3«;See Iasi ^ •ov'dV tksrtoj ^s

Paqe ? 5
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Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship Morningstar Credit Rating Industry Group

42.37usd 32.00uso 22.40usd 43.20usn Medium Narrow Stable Standard BBB Utilities - Regulated

Morningstar Analyst Forecasts

Balance Sheet (USD Mil)

Fiscal Year Fnfls in December _____ Forecast
J011 7017 7013 2014 ?oir>

Cash and equivalents 172 83 35 209 151

Investments — — — — -

Accounts Receivable 855 907 1,006 1.099 1.171

Inventory 566 496 500 560 583

Deferred Tax Assets (Current) — -- - — —

Other Short Term Assets 655 866 618 750 750

Current Assets 2,248 2452 2.159 1617 1655

Net Property Plant, and Fquipment 11,800 12.916 14.365 15.943 17.310

Goodwill 3,677 3.677 3.666 3.066 3.666

Ollier Intangibles 298 28/ 2/6 276 2/6

Deferred Tax Assets (Long-Term) — — — — -

Other Long-Term Operating Assets 2,685 2.613 2,188 2.561 2,689

Long-Term Non-Operating Assets — — — — —

Total Assets 20.708 21,845 22.654 24,963 26,595

Accounts Payable 435 539 619 697
m

Short-Term Debt 1.687 1.284 1.241 1.250
W

Deterred Tax Liabilities (Curreni) - — — —
Other Short-Term Liabilities 1,525 1,479 1.319 1.500 1.500

Current Liabilities 3,646 3,302 3.178 3,447 3.476

Long-term Debt 6.2C7 6.819 7.593 8.500 9.500

Deterred Tax Liabilities (Long-Term) 2,542 2.953 3.278 3.032 3.9/2

Other Long-Term Operating Liabilities 3.256 3.216 2.718 3.252 3.236

Long-Term Non-Operating liabilities — — — — —

Total Liabilities 15,711 16490 16.767 18,830 20,184

Prelerred Stock — _ _ __ _

Common Stuck 3 3 3 3 3

Additional Paid-in Capital 4.168 4.598 4.690 4.725 4.760

Retained Earnings (Deficit) 91/ 1,060 1.286 1.502 1.750

(Treasury Stock) -31 -41 -49 -43 ■49

Other Equity •60 •66 -44 49 -54

Shareholder's Equity 4.997 5.554 5.887 6,133 6.411

Minority Interest — — — — —

Total Equity 4.997 5.554 5487 6.133 6,411

^ Viyr.ir^lai ?0t- AH fligtts Rrservt-fl ^niogiiars Crrtii Rahnjs A f*cseaicti is piWuietf aacJ uMcihJ ov MoriwngiWi. int. whicft >j w 'eg'Sir.tirti w.ih t*e U S Sei.uiiues dhfl \ Cummisiiim a a Nanona^y Rc:i;pi«il 5:a'iiuc«il Maimg Oig^Faticu
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Last Price Fair Value Consider Buy

42.37 USD 32.00 USD 22.40 USD

Consider Sell Uncertainty Economic Moat,M MoatTrend,M Stewardship

43.20 usn Medium Narrow Stable Standard

Morningstar Credit Rating Industry Group

BBB Utilities - Regulated

Morningstar Analyst Forecasts

Cash Flow (USD Mil)

FiSMl Yem Fnds in nunumhnr forecast

2011 71)12 2013 70 M ?(})!,

Net Income 299 416 532 542 589

Depreciation 538 562 577 603 653

Amortization — — — — -

Stock-Based Compensation 39 45 51 ■19 53

Imoairment ot Goodwill — — — — —

Impairment ot Other Intangibles — — — — —

Deferred faxes 178 305 287 354 3-10

Cither Non-Cash Adjustments 217 25 •65 — —

(Increase] Decrease in Accounts Receivable 220 •SI •95 -93 ■72

(Increase] Decrease in Inventory -142 62 -9 -60 ■23

Change in Other Short-Term Assets -274 •157 81 ■132 —

Increase (Decrease) in Accounts Payable •155 57 68 78 29

Change in Other Short-Term Liabilities _ — — 181 —

Cash From Operations 920 U64 1,427 1.523 1.574

(Capital Kxpenditurcs] -1.125 -1.499 •1.880 ■7.081 ■2 125

Net (Acquisitions), Asset Sales, and Disposals 9 26 18 - -

Net Sales (Purchases) of Investments _ — — — —

Other Investing Cash Flows -34 51 -148 160 -U3

Cash From Investing -1,149 -1.422 •2.010 ■1.921 -1268

Common Stock Issuance lor Repurchase) 21 374 30 35 35

Common Slock (Dividends) -258 -273 -306 -326 ■341

Short-Term Debl Issuance (or Retirement) •23 -582 -78 9 —

Long-Term Debt Issuance (or Retirement) 541 £156 7 94 907 1.000

Other Financing Cash Flows — — — -49 -53

Cash From Financing 281 175 445 576 641

Exchange Rates. Discontinued Cos, etc. (net] -50 8 129 -5 •5

Net Change in Cash 2 25 -10 174 -58
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© 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. It has not 

been made available to the issuer prior to publication.

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 ai premiums to their intrinsic value. 

Based on a fundamentally focused methodology and a 

robust, standardized set of procedures and core valuation 

tools used by Morningstar's Equity Analysts, four key 

components drive the Morningstar Rating: 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 

methodology is available from http://global.morningstar. 

com/equitydisclosures.

It has not been determined in advance whether and in what 

intervals this document will be updated. 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. Regarding Morningstar's 

conflicts of interest: 1) Equity Analysts are required to

comply with the CFA Institute's Code of Ethics and Standards 

of Professional Conduct and 2) Equity Analysts' 

compensation is derived from Morningstar's overall eauj^ 

and consists of salary, bonus and in some cases rest^^J 

stock: however Equity Analysts are neither allowed to 

participate 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 Morningstar's 

conflict of interest policies is available from http://global. 

niorningstar.com/equitydisclosures.

Unless otherwise 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 this document 

is Morningstar Inc.. The information contained herein is not 

represented or warranted 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 

permission.
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NiSource Inc.
(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 MLR, 

NTs quarter was relatively quiet. The major new update was progress on 

growth initiatives at the pipeline segment. The $870M WB Xpress project is 

moving forward and is now in execution. Nl management also expressed 

optimism on Mountaineer Xpress, which just completed an open season. 

Sizing (750mmcf/d to 2.5Bcf/d), route, and firm commitments are being 

finalized; the potential investment could be at least as large as WB.

■ MLR and corporate separation are on track
The MLR 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 FT 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 2014. Estimates and sum of parts target price of 

$49 are unchanged.

October 30, 2014

jTfa$rigi!nd?un^arnen(ij

Target Price $49
Current Price $42.37
52 Week Range $31 -S42
Market Cap. (SMM) $ 13,376
Share Out. (MM) 315.7
Dividend Yield 2.38%
Dividend Payout Ratio 62.4%
ROE 9%
Debt to Cap 60%
Avq Daily Vol (ooo) 1,467

Price Performance ’ -w LTM

Nl US Equity 29% 34%
Utility Index 19% 16%

S&P 500 8% 13%

Source: Bloomberg/Wolle Research

■ 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 MLR 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 growth at the LDC.

Est)m ates / Valuation *. :'1 -V. -*> W ;j

<US$) 2014E 2015E 2016E 2017E
Steven Fleishman 

(646) 582-9241

SFIeishman@WolfeResearch.com

EPS S1.69 $1.89 $2.03 $2.21

Consensus SI.71 $1.84 $2.00 $2.10

P/E 25.0x 22.4x 20.8x 19. lx

Dividend Ffer Share $1.02 $1.11 $1.21 $1.32
Alex Kania

(646) 582-9244

AKania@WolfeResearch.com
Dividend Yield 2.4% 2.6% 2.9% 3.1%

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, Important Disclosures and Other Disclosures.

Please help us protect your advantage...
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NiSource Snapshot
Exhibit 1. Financial Summary Exhibit 2. Modeling Assumptions

Financial Summary 2D14E 2015E 2016E 2017E Model Assumptions 2014E 2015E 2016E 2017E
EPS $1.69 $1 89 $2 03 $2 21 Total Canital Snenrlinn bv Senment fSM)
Diluted Shares Outstanding 314 319 326 330 Gas Distribution $790 $790 $760 $730
Diudends Per Share SI. 02 SI.11 $1.21 $1.32 Transmission & Storage 825 1.255 1.542 1,474
Dmdend Yield 2 4% 2 6% 2.9% 3 1% Electric 440 593 593 593
Dividend Payout Ratio 60% 59% 60% 60% Parent 125 50 50 50
Equity Ratio 39% 39% 39% 37% Total Capex $2,180 $2,688 $2,945 $2,847
FFO/Net Debt 14% 14% 13% 13%

Valuation Metrics
Financings fSM)

P/E 25 Ox 22 4x 20 8x 19 lx
Total Equity lssued/(Repurchased) $45 $300 $275 $45

2.2x 1.9x 1 8x 1.7x Total Debt lssued/(Repurchased) $1,078 $1,180 $1,448 $1,338

Source: Wolfe Utilities & Power Research

Segment EPS

Gas Distribution $0 75 $0.83 $0 89 $0 95

Transmission S Storage 060 0 72 0 81 094

Electric 0 55 0 57 0 59 0.61

Parent S Other (0 21) (0 23) (0 26) (0 29)

Total EPS $1.69 $1.89 $2.03 $2.21

FBITDA hv Segment

Gas Distribution $701 $776 $845 $907

Transmission 8 Storage S565 $676 $792 $931

Electric $589 $615 $641 $667

Parent $16 S16 $16 $16

Total EBIT $1,869 $2,082 $2,294 $2,520

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 northern 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.

Investment Thesis_________________________________
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 
current 5%-7%. 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-term performance 
of an MLP. Upside risks are additional growth projects in 

midstream.

Source: Wolfe Utilities & Power Research

Exhibit 4. Performance Chart

WolfeResearch.com Please help us protect your advantage...
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Exhibit 5:NiSource valuation

Valuation

Regulated Operations Valuation Metric Estimate Multiple $MM Value

Electric Utility P/E 193 16.0 3,082

Gas Distribution P/E 289 16.5 4,775

Parent Drag P/E (83) 16.5 (1,372)

Equity Value of Utility 6,485

MLR Valuation___________________________________________2019E________________________

LP Stake

Total UP Distributions 

Less Taxes on Distributions 

Net After Tax Distributions

449

(99) Assume 20% tax rate 

350

Target Equity Yield

Equity Value of MLR LP

GP Stake

Total GP Distributions 

Less Taxes on Distributions 

Net After Tax Distributions

5.00%

5,884 Discounted back 3 years

241

(84) Assume 35% tax rate 

157

Target Equity Yield of GP

Equity Value of MLP GP

4.00%

3,290 Discounted back 3 years

Total Equity Value of MLP to NiSource 9,174

NiSource Equity Value $15,659

Fully Diluted Outstanding Shares_______________________________________________________________________________ 318.7

Source: N). Wolfe Research

WolfeResearch.com Please help us protect your advantage...
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DISCLOSURE SECTION

Analyst 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 report 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.

Important Disclosures:

Wolfe Research, LLC Fundamental Valuation Methodology:
Company: Fundamental Valuation Methodology:
Nl US Equity Sum of parts: P/E on utility, EV/EBITDA on midstream

Wolfe Research, LLC Fundamental Target Price Risks:
Company. Fundamental Target Price Risks:
Nl US Equity Economy, regulatory outcomes, project execution

Wolfe Research, LLC Research Disclosures:
Company: Research Disclosures:
Nl US Equity None

Other Disclosures:

Wolfe Research, LLC Fundamental Stock Ratings Key:

Outperform (OP): 

Peer Perform (PP): 

Underperform (UP):

The security is projected to outperform analyst's industry coverage universe over the next 

12 months.
The security is projected to perform approximately in line with analyst’s industry coverage 

universe over the next 12 months.
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% over the 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 Underweight (MU): Expect the industry to underperform the primary market index for the region (S&P 500 in
the U.S.) by at least 10% over the next 12 months.

Wolfe Research, LLC Distribution of Fundamental Stock Ratings (As of September 30, 2014):

Outperform: 42%
Peer Perform: 51%
Underperform: 7%

2% Investment Banking 
0% Investment Banking 
0% Investment Banking

Clients
Clients
Clients

WolfDResearch.com Please help us protect your advantage...
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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 satisfy regulatory requirements. 
Outperform has been designated to correspond with Buy, Peer Perform has been designated to correspond 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.finra.orcU is the broker-dealer affiliate of Wolfe Research, LLC and is responsible for the 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 
accurate. The information provided in this communication is not designed to replace a recipient's own 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 with 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, without the prior express written permission of Wolfe Research, LLC.

This report is limited for the sole use of clients of Wolfe Research. Authorized users have received an encryption decoder which 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 pic 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.

Nl: Quarterly and Annual EPS (USD)

Q1 0.69A 0.82A 0.82A 0.82A N/A N/A 0.90E 19% N/A

Q2 0.23A N/A N/A 0.25A N/A N/A 0.26E N/A N/A

03 0.18A N/A N/A 0.16E N/A N/A 0.16E N/A N/A

Q4 0.47A N/A N/A 0.50E N/A N/A 0.56E N/A N/A

Year 1.58A N/A N/A 1.71E N/A N/A 1.84E N/A N/A

P/E 25.8 N/A N/A

Source: Barclays Research.

Consensus numbers are from Thomson Reuters

Equity Research
Power & Utilities | North America Utilities 

29 September 2014

Stock Rating RATING SUSPENDED

Industry View NEUTRAL

Unchanged

Price Target N/A

Price (29-Sep-2014) USD 40.84

Potential Upside/Downside N/A

Tickers Nl

Market Cap (USD mn) 12878

Shares Outstanding (mn) 315.32

Free Float (%) 99.52

52 Wk Avg Daily Volume (mn) 2.0

Dividend Yield (%) 2.7

Return on Equity TTM (%) 9.33

Current BVPS (USD) 19.12

Source: Thomson Routers

Price Performance 

52 Week range

Exchange-NYSE 

USD 41.46-30.09

rV'"-
V'v'v'

•V

Uft rilH ipt 'sou ji>i

bnk to Barclays Live for interactive Charting

North America Utilities 

Daniel Ford. CFA 

1.212.526.0836 

daniel.x.ford@bardays.com 

BCI, New York

William Zhang 

1.212.526.6203 

william.zhang@bardays.com 

BCI. New York

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 objectivity of this report.

Investors should consider this report as only a single factor in making their investment decision.

PLEASE SEE ANALYST CERTIFICATION(S) AND IMPORTANT DISCLOSURES BEGINNING ON PAGE 3.
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ANALYST(S) CERTIFICATION(S):

I, Daniel Ford, CFA, hereby certify (1) that the views expressed in this research report accurately reflect my personal views about any or all of the 

subject 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 subject of this research report, please send a written 

request to: Barclays Research Compliance, 745 Seventh Avenue. 14th Floor, New York, NY 10019 or refer to http://publicresearch.bardays.com 

or call 212-526-1072.

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.

Analysis 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 of their 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/disdairner/disdaimer-research-dissemination.html. In order to access Barclays Research 

Conflict Management Policy Statement, please refer to: https;//live.barcap.com/publiccp/RSR/nyfipub5/disclaimer/disclaimer-conflict- 

managentent.html.

The Corporate and Investment Banking division of Barclays produces a variety of research products including, but not limited to, fundamental 

analysis, equity-iinked 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, Inc. (Nl, 29-Sep-2014, USD 40.84), Rating Suspended/Neutral. C/D/l/K/L/M/O

Other Material Conflicts: Barclays Bank pic and/or an affiliate is providing investment banking services to NiSource Inc. (Nl) in relation to the 

potential IPO of Columbia Pipeline Partners IP. 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 

previous 12 months.

B: An employee of Barclays Bank PLC and/or an affiliate is a director of this issuer.

C: Barclays Bank PLC and/or 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 and/or 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 1% or more of a class of equity securities of the issuer as of the end of the month prior 

to the research report's issuance.

C: One of the analysts on the coverage team (or a member of his or her household) owns shares of the common stock of this issuer.

H: This issuer beneficially owns 5% or more of any class of common equity securities of Barclays Bank PLC.

I: Barclays Bank PLC and/or an affiliate has a significant financial interest in the securities of this issuer.

): Barclays Bank PLC and/or an affiliate trades regularly in the securities of this issuer.

K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation from this issuer within the past 12 months.

L: This issuer is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or 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 

and/or an affiliate.

N: This issuer is, or during the past 12 months has been, a non-investment banking client (non-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 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 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.

P: A partner, director or officer of Barclays Capital Canada Inc. has. during the preceding 12 months, provided services to the subject company for 

remuneration, other than normal course investment advisory or trade execution services.

Q: Barclays Bank PLC and/or an affiliate 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

29 September 201
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IMPORTANT DISCLOSURES CONTINUED 

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 

holders may be treated as a return of principal. Investors should consult their own tax advisors before investing in MLP units.

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 of all 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 of the industry coverage universe over a 12- 

month investment horizon.

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-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 improving.

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 (EIX)

Great Plains Energy Inc. (GXP)

ITC Holdings (ITC)

NiSource, Inc. (Nl)

Pepco Holdings (POM)

PNM Resources (PNM)

SCANA Corp. (SCO)

TECO Energy (TE)

Xcel Energy (XEL)

Distribution of Ratings:

Barclays Equity Research has 2589 companies under coverage.

44% have been assigned an Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating; 55% 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.

14% have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 42% of 

companies with this rating are investment banking clients of the Firm.

Ameren Corp. (AFE)

Aqua America (WTR)

CMS Energy (CMS)

DTE Energy (DTE)

Emera Inc. (EMA.TO)

Hawaiian Electric Inds (HE)

National Grid Pic (NGG)

Northeast Utilities (NU)

PG&ECorp. (PCG)

Portland General Electric Co. (POR) 

Sempra Energy (SRE)

Westar Energy (WR)

American Electric Power (AEP) 

Canadian Utilities Ltd. (CU.TO) 

Consolidated Edison (ED)

Duke Energy (DUK)

FortiS Inc. (FTS.TO)

Integrys Energy Croup Inc. (TEG) 

National Grid Pic (NG.L)

OGE Energy Corp. (OGE) 

Pinnacle West Capital (PNW)

PPL Corporation (PPL)

Southern Co. (SO)

Wisconsin Energy (WEC)

29 September 2014 4
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IMPORTANT DISCLOSURES CONTINUED 

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 12 months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst's price 

target over the same 12-month period.

Barclays offices involved in the production of equity research:

London

Barclays Bank PLC (Barclays, London)

New York

Barclays Capital Inc. (BCI, New York)

Tokyo

Barclays Securities Japan Limited (BSJL. Tokyo)

Sao Paulo

Banco Barclays S.A. (BBSA. Sao 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, Johannesburg)

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 (India) Private Limited (BSIPL, Mumbai)

Singapore

Barclays Bank PLC. Singapore branch (Barclays Bank, Singapore)

29 September 2014
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IMPORTANT DISCLOSURES CONTINUED

NiSource, Inc. (Nl) Stock Rating Industry View

USD 40.84 <29-Sep-2014) RATING SUSPENDED NEUTRAL

Date Closing Price Rating Adjusted Price Target

Closing ftic>* A laigoiftic? • Rating Oinogo

30-Apr-2014 36.32 38.00

19-Feb-2014 35.40 36.00

06-|an-2014 32.95 34.00

31-Oct-2013 31.52 33.00

24-Apr-2013 31.14 32.00

20-Feb-2013 27.04 29.00

03-Dec-2012 24.34 Overweight 27.00

09-lul-2012 24.41 26.00

01-May-2012 25.33 25.00

01-Feb-2012 23.45 23.00

28-Oct-2011 22.52 22.00

Source: Thomson Reuters, Barclays Research

Historical stock prices and price targets may have been adjusted for 

stock splits and dividends.

Source: IDC, Barclays Research

Link to Barclays Live for interactive 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 12 months.

J: Barclays Bank PLC and/or an affiliate trades regularly in the securities of NiSource. 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 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

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.

0: Barclays Capital Inc., through Barclays Market Makers, is a Designated Market Maker in NiSource, Inc. slock, 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 Impede the Achievement of the Barclays Research Price Target: Rating Suspended

Other Material Conflicts: Barclays Bank pic 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 2014 6
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DISCLAIMER:

This publication has been prepared by the Corporate and Investment Banking division of Barclays Bank PLC and/or one or more of its affiliates (collectively 

and each individually, ''Barclays''). It has been issued by one or more Barclays legal entities within its Corporate and Investment Banking division as provided 

below. It is provided to our clients for information purposes only, and Barclays makes no express or implied warranties, and expressly disclaims all warranties 

of merchantability or fitness for a particular purpose or use with respect to any data included in this publication. Barclays will not treat unauthorized 

recipients of this 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 liability 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 of the possibility of such damages, arising from any use of this 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 of any third-party web site accessed via a hyperlink in this publication and such information is not incorporated by reference.

The views in this publication are those of the author(s) and are subject to change, and Barclays has no obligation to update its opinions or the information in 

this publication. The analyst recommendations in this publication reflect solely and exclusively those of the author(s). and such opinions were prepared 

independently of any other interests, including those of Barclays and/or its affiliates. This publication does not constitute personal investment advice or take 

into account the individual financial circumstances or objectives of the 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 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 of future results.

This material has been issued and approved for distribution in the UK and European Economic Area ("EEA") by Barclays Bank PLC. It is being made available 

primarily to persons who are investment professionals as that term is defined in Article 19 of the Financial Services and Markets Act 2000 (Financial 

Promotion) Order 2005. it is directed at, and therefore should only be relied upon by, persons who have professional expenence in matters relating to 

investments. The investments to which it relates are available only to such persons and will be entered into only with 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 of the London Stock Exchange.

The Corporate and Investment Banking division 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 U.S. registered broker/dealer, is distributing ihis material in the United States and, in connection 

therewith accepts responsibility for its contents. Any U.S. person wishing to effect a transaction in any security discussed herein should do so only by 

contacting a representative of Barclays Capital Inc. in the US. at 745 Seventh Avenue, New York, New York 10019.

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 381 066 281) is regulated by the Autorite des marches financiers and the 

Autorite de controle prudentiel. Registered office 34/36 Avenue de Friedland 75008 Paris.

This material is distributed in Canada by Barclays Capital Canada Inc., a registered investment dealer and member of HROC (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 

services provider (Registration No.: 1986/004794/06. Registered Credit Provider Reg No NCRCP7), is distributing this material in South Africa. Absa Bank 

Limited is regulated by the South African Reserve Bank. This publication is not. nor is it intended to be, advice as defined and/or contemplated in the (South 

African) Financial Advisory and Intermediary Services Act, 37 of 2002, or any other financial, investment, trading, tax, legal, accounting, retirement actuarial 

or other professional advice or service whatsoever. 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 Division of Absa Bank Limited in South Africa, 15 Alice Lane, Sandton, 

Johannesburg, Gauteng 2196. Absa Bank Limited is a member of the 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 lapan Limited. Barclays Securities lapan Limited is a joint-stock company incorporated in japan with 

registered office of 6-10-1 Roppcngi, Minalo-ku, Tokyo 106-6131, japan. It is a subsidiary of Barclays Bank PLC and a registered financial instruments firm 

regulated by the Financial Services Agency of lapan. 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 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 distributed by Barclays Capital Securities 

Taiwan Limited to its clients. The material on securities/instruments not traded in Taiwan is not to be construed as 'recommendation' in Taiwan. Barclays 

Capital Securities Taiwan Limited does not accept orders from clients to trade in such securities. This material may not be distributed to the public media or 

used by the public media without 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 (India) Private Limited (SEBi Registration No: INB/INF 231292732 (NSE), INB/INF 

011292738 (BSE) | Corporate Identification Number: U6712QMH2006PTC161063 | Registered Office: 208 | Ccejay House | Dr. Annie Besant Road | Shivsagar 

Estate | Worli | Mumbai - 400 0181 India, Phone: * 91 22 67196363). 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 supervision of Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin).

1 his material is distributed in Malaysia by Barclays Capital Markets Malaysia Sdn Bhd.

This material is distributed in Brazil by Banco Barclays SA 

This material is distributed in Mexico by Barclays Bank Mexico, S.A.

Barclays Bank PLC in the Dubai International Financial Centre (Registered No. 0060) is regulated by the Dubai Financial Services Authority (Df SA). Principal 

place of business in the Dubai International Financial Centre; The Gate Village, Building 4, Level 4, PO Box 506504, Dubai, United Arab Emirates. Barclays
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Bank PLC-DIFC Branch, may only undertake the financial sen/ices activities that fall within the scope of its existing OFSA licence. Related financial products or 

services are only available to Professional Clients, as defined by the Dubai Financial Services Authority.

Barclays Bank PLC in the UAE is regulated by the Central Bank of the UAE and is licensed to conduct business activities as a branch of a commercial bank 

incorporated outside 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.; 13/952/2008, Registered Office: Aljazira Towers, Hamdan Street, PO Box 2734, Abu Dhabi).

Barclays Bank PLC in the Qatar Financial Centre (Registered No. 00018) is authorised by the Qatar Financial Centre Regulatory Authority (QFCRA). Barclays 

Bank PLC-QFC Branch may only undertake the regulated activities that fall within the scope of its existing QFCRA licence. Principal place of business in Qatar: 

Qatar Financial Centre, Office 1002,10th Floor, QFC Tower, Diplomatic Area. West Bay, PO Box 15891, Doha, Qatar, Related financial products or services 

are only available to Business Customers as defined by the Qatar Financial Centre Regulatory Authority.

This material is distributed in the UAE (including the Dubai International Financial Centre) and Qatar by Barclays Bank PLC.

This material is distributed in Saudi Arabia by Barclays Saudi Arabia {'BSA'). It is not the intention of the publication to be used or deemed as 

recommendation, option or advice for any action (s) that may take place in future. Barclays Saudi Arabia is a Closed loint Stock Company, (CAM License No. 

09141-37). Registered office Al Faisaliah Tower, Level 18, Riyadh 11311, Kingdom of Saudi Arabia. Authorised and regulated by the Capital Market 

Authority, Commercial Registration Number: 1010283024.

This material is distributed in Russia by OOO Barclays Capital, affliated company of Barclays Bank PLC. registered and regulated in Russia by the FSFM. 

Broker Ucense# 177-11850-100000: Dealer License #177-11855-010000. Registered address in Russia: 125047 Moscow. 1st Tverskaya-Yamskaya str. 21. 

This material is distributed in Singapore by the Singapore branch of Barclays Bank PLC, a bank licensed in Singapore by the Monetary Authority of Singapore. 

For matters in connection with this report, recipients in Singapore may contact the Singapore branch of Barclays Bank PLC whose registered address is One 

Raffles Quay Level 28, South Tower, Singapore 048583.

Barclays Bank PLC, Australia Branch (ARBN 062 449 585, AFSL 246617) is distributing this material in Australia. It is directed at 'wholesale clients' as defined 

by Australian Corporations Act 2001.

IRS Circular 230 Prepared Materials Disclaimer: Barclays does not provide tax advice and nothing contained herein should be construed to be tax advice. 

Please be advised that any discussion of US. lax matters contained herein (including any attachments) (i) is not intended or written to be used, and cannot 

be used, by you for the purpose of avoiding U.S. tax-related penalties; and (ii) was written to support the promotion or marketing of the transactions or other 

matters addressed herein. Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

© Copyright Barclays Bank PLC (2014). All rights reserved. No part of this publication may be reproduced or redistributed in any manner without the prior 

written permission of Barclays. Barclays Bank PLC is registered in England No. 1026167. Registered office 1 Churchill Place, London, E14 5HP. Additional 

information regarding this publication will be furnished upon request
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Stock Rating: Market Perform
Industry Rating: Market Perform

October 1, 2014

Carl Kirst, CFA 713-546-9756
BMO Capital Markets Corp. 
carl.kirst@bmo.com

Daniio Juvane, CFA! Leah Jordan, CFA 
BMO Capital Markets Corp,
713-546-9741 / 713-546-9707 
danilo.juvane@bmo.com / leah.jordan@bmo.com

Unlocking Value With Pure-Play Entities

Event
In conjunction with its bi-annual Analyst Day, NI announced the formation of a 

high-growth MLP (expected) and, surprisingly, the tax-free spin-off of its pipes 

business; the MLP IPO is set to occur in IQI5 with the separation following suit 

in mid-2015. Positively, the two new entities—CPG (the pipes corporate parent, 

ticker: COLP) and NI Remain Co (gas and electric utilities)—will provide 

competitive dividend growth rates versus each's peers at mid-teens (our 

estimate) for the former and 4-6% (guidance) for the latter, largely driven by the 

sizeable long-term fixed-fee investment opportunity set that both possess.

Impact & Analysis
Positive. The transaction provides additional clarity, addresses future funding 

needs and creates two yield plus growth investment vehicles (COLP and its 

MLP. CPPL) that sport cleaner, lower-risk cash flow with higher growth rates 

than arguably each of its 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 NTs structural split into two entities. Our $42 target 

comprises $22/sh for COLP and $20/sh for NI Remain Co. On the former, given 

the significant step-up of distributable cash flow post the $I.75B Rayne/Leach, 

wc 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 contracted, 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 stand-alone P/E and 

EV/EBITDA multiples of 17.9x and 9.4x, 19% and 18% premiums to current 

trading multiples at 15.Ox and 8.Ox (assuming a gas-electric weighting in line 

with its business mix), defensible given low-risk tracker-related investment 

driving above utility average growth (4-6% vs. peers at -4%). Given the recent 

uplift we maintain our Market Perform, but continue to see long-term upside.

Changes Annual EPS Annual CPFS
2014E $1.71 to $1.70 2014E $4.51 to $4.49
2015ES1.81 to $1.84

Price (30-Sep) $40 98 S2-Week High $41.45
Target Price $42.00 [ 52-Week Low $30.09

NiSource Inc. (NI>
Price High.Low Clo»«{US$) EdfAi«9$/Shafe(USS)

o * 1 ■—» » « * * ■ 1 1 *—■—L—*—«—j o
2010 2011 2012 2013 2014

Last Data Point Septerrber ?6 2014

(FY-Dec.) 2012A 2013A 2014E 2015E

EPS $1.44 $1.57 $1,701 $1,841
P/E 24.lx 22.3x

CFPS $4.31 $4.37 S4.49| $4 25

P/CFPS 9.1x 9.6x

Rev. (Smm) $5,091 $5,657 $6,330 $6,558
EV (Smm) $14,955 $16,838 $16,838 $16,838
EBITDA (Smm) $1,615 $1,745 $1,913 $2,009
EV/EBITDA 9.3x 9 6x 8.8x 8.4x

Quarterly EPS Q1 Q2 Q3 Q4

2012A $0.73 $0 23 $0.05 $0 44
2013A $0 69 $0 23 $0.18 $0.47
2014E SO.82a $0.25a $0.16 $0 47]

Dividend $1.04 Yield 2.5%
Book Value $1821 Price/Book 2.3x
Shares O/S (mm) 313.3 MkL Cap (mm) $12,839
Float O/S (mm) 310.8 Float Cap (mm) $12,737
Wkly Vol (000s) 9,658 Wkly $ Vol (mm) $340.0
Net Debt (Smm) $6,740 Next Rep. Date na

Notes: All values in USS
First Call Mean Estimates: NISOURCE INC (USS) 2014E: $1.71; 
2015E: $1.84

Quarterly EPS 
Q4/14E $0.48 to $0.47

Target
$38.00 to $42.00

Please refer to pages 8 to 11 for Important Disclosures, including the Analyst's Certification.
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BMP Capital Markets NiSource

Structural Changes at Nl

On Monday, Nl 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 Nl into two purc-piay entities. Below we highlight the two 

new companies—Columbia Pipeline Group (COLP) and Nl Remain Co.

Columbia Pipeline Group (CPG, expected ticker: COLP)

In an effort to provide clarity and unlock value, Nl 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 NTs 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 Nl 

concurrently announced that is expected to IPO in IQ15. Initially, Op Co ownership will be spilt 

at an estimated 85%/15% COLP/CPPL, noting COLP plans to sell additional ownership to CPPL 

over time (via multiple transactions) to drive additional growth 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 
2% 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-leen 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 ($1 billion-plus annually) given their strategic position within the 

Marccllus 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 management secs additional upside from $1 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, wc look to 2018 estimates to value COLP. 

Specifically, we estimate EBITDA and DCF/sh to increase 47% and 158% y/y to $1,119 million and 

$l.24/sh, 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 1) 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, 

wc also see potential support for COLP to trade at a premium—assuming 10% on each multiple, we 

derive valuations at $29 on EV/EBITDA and $21 for P/DCF for a $25 average, suggesting $3 or. 7% 

upside to our current $42 target. Furthermore, 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 12% 

and 19% y/y to $1,254 million and $l.48/sh, respectively. Using those estimates with the same 2016 

trading multiples, discounted back, we derive an average valuation of $25 ($28 EV/EBITDA and $22 

P/DCF) or $28 ($33 EV/EBITDA and $24 P/DCF) assuming the same 10% premiums, suggesting 

support for further upside to our estimate over the long term.

Page 2 • October 1. 2014
BMO Capital Markets
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Exhibit 1: COLP Comp Sheet
Company Ticker

Price
0»MM4

Mkt Cap
rtMMl

Current
yield

E« J-yr
0»v CAGR

Total Enterprise Valve ‘ EBITDA
“70f4E“ 7<H$b met- AtiTCTiSE Adi

P/DlstribuUble Ce«i Plow ill
■nrc—jots—aiisb

fc he (2) 01 \b 'jt I- Sft is n 15 bt U 4s
Kinder Mvgan Inc 1*1 KM1 34 OP $39414 11 3% 10 7* IS S« 15?. IS IS 2t 21 4. t6 7s 15
Onefik Inc (3| OKE S65 i>% MKT 34% 10 0% 152. H2. 14 6i 17 7* )6 0s 24 3. 23 3* ?1 7i
Spoctra Cnetgy {3} SE $39 76 OP $26,339 3 4% 90S 13 5x O 1i 12 4i 13 Si 1? ?« 18 ?t 21 6s 21 0.
NV40<«n* Co* O) WVB S55 35 OP $41 364 i 1% 19 0% 17 7* 14 1* IJ2. 16 6s 13 S* 77 2s 21 4s 18 7*

Aver*OO 3 4% 11.3% 14.7i 14.$1 13.6s iS.ii 14 5k 21.Si 19.7k 16.3i
t; Afw tA« fstaicvmg ^
ft

QiniA Ow t»rr», Pkittplff' rciiOng Tfta cap el e<« p»*nl vadoO iruiWicap o* ft* f4.P»nd leUi Oati to c«k utfW fcneiettM Valu* • hK.n a »«n dAtfM b« c^^otoatM EUTTO* bP
ti Fto r<x**» <«r ce<FC*#to*' 4 KAANbntreMOMkMn&v y**f **v« 2014

Source: BMO Capital Markets estimates, company data.

Exhibit 2: COLP Valuation
20H

Valuation 
20 HE Multiple

COLP

EV/EGITOA
EBITDA
Efflerpise VaHie of COLP

$1,119' <4 Sr $16,226 
$16 226

Mel COLP Debt (YE'7)
Ng4 pubbely owned portion ol MLP 
f4el Equity Volue

Diluled Sturm OutslandinQ
SJsh
Dscount to 2016

($5,466)
($1,515)
$9,245

317
$2916
$25 00

P/DCF
DCF

Discount to 2016
$1.24 16 3. $22 67 

$1943

Average COLP Price Target $22.21

Source: BMO Capital Markets estimates, company data.

Nl Remain Co

After the separation of the pipes business, the NI Remain Co will retain NIPSCO electric and^| 

seven gas utilities, resulting in an eamings mix of 35%/65% electric/gas. Driving 4-6% 

earnings and dividend growth, Nl has identified S30 billion in investment opportunity over the 

next 20-plus years (-$1.2 billion annually), 75% of which 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 Nl Remain Co will be suitable for low risk 

investors targeting a higher yield plus modest single digit growth.

Nl Remain Co Valuation

After the spin-off of the pipes business, we derive a NI Remain Co valuation of $20 (see Exhibit 

3). implying 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 4-6% versus peers at -4%, and b) the 

growth is delivered primarily through trackers, significantly reducing regulator)' risk. Assuming 

two-thirds/one-thirds split for gas/electric in line with Nl Remain Co’s business mix. wc 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 19% and 18% for group comparable 

P/E and EV/EBITDA metrics, respectively.

Page 3 • October 1.2014
BMO Capital Mar
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Exhibit 3: (Ml Remain Co Comp Sheet
ValkiJtton

______ 20166 MMiPfrt*______________ Nol»$
M R»ma«n Co

bBlJT>A by Sagrrwnt 

Gtfli QnVtoor,

C^cclnc

Ofr«»

EnBrpn*« Valua ofNI ftamalnCo

Nci Nf D*Di |Y6 70M)
P»miorV0^6B UrvteiHavM Ofe6qjt-jn

$ar< ioo»

Si97 U v,

$1,46? ' 9 4a

C$444> 2S%

U • t« Tern h^hi©f JTQfVTVTt 7-yi (ip* nodan>;atiC^ caorn

$$371 • lx tkjr> hrgh«r $3-aP L>Tlifl modafruzahon pigri ish>

>241

$u.a»6

($7.443> COAMftdaiM naf olcasn
t > 112) - e%t at YE 14 mu Hjuaicd at [m* t i*cv<vt in »ot*s)

NetEouny Vatu* $6 30t
0*4»9 Outstaf4>g 317
$'sh >19 05

N*( W R#m*m Co Pnct Jarget $19 f$

Source: BMO Capital Markets estimates, company data.

Exhibit 4: Nl Remain Co Comp Sheet
ComMny I ltd*/

Pit TeV/EBfTDA
AiUb JUHk|ri

U 9. Git UbltBe*
Avtreae ^ )6S> 16.3x tt.2* 9.8s 1.1a

0.8. Reaufeted El«ceie inilftes
Aversee 16-9* li.J* * 14,8 a All 9.3a 7.9i

Source: BMO Capital Markets estimates, company data. Priced as of 9/30/14.

Exhibit 5: NiSource Valuation
Sujn<of'tf>e*P*r1s Valuation Analysis

201$
Valuation

20106 Mu I Ii pig Notes:

COLP

EVfEeiTDA
EBTOA
EntCfpffse Value of COLP

Mel COLP DeW (YE17)
Nel puf'^ly owneO poftion ol MIP 
Nel EqwlV Value 

DrMcd Stares Outstancfeig 
S/sh
Discpu^ to 201$

P/DCF
DCF

Chsecom to 201$

Avcrag* COLP Price Target

NlRenOiriCo

EBITDA by Se^ronl 

Gas pistributicwi 

Elec If >c 

Ollim

Enferpi^ye Value of Nl Remain Co

Nel MDeblfYE 20'5)
PensiQiVOPEB UiKfeitindeff CM^jalion

Net Ew'» Value 
Diluted Shares Outslaming 
Vsh

Net M Remain Co Pnee Tartiet

$1,119' Mbs $16,226
$16,226

(S6.466) 
tSI.515) 
$9.2*5 

31? 
$29 T6 
$25 00

$12* 183. $2267
$19*3

$22.21

Va luation
2016E Multiple Nolee:

$82* 10 0.

$597 9 0>

$48' 5_0.

$1,40' 9.*>

l$**8) 25%

£8.2*4 • 1. lum h:gr,er (jivpn J700rnm 7.yr pipe it'ode'i'OHtian prgm 

£5,371 • 1. lum hi^iei t>ven S3MB L>7 l&d modemi2alien pirim (see tab}

£2*1

£13.866

($7.4*3) Consulidaled. nel ol cash
(S112) • esl uixfeitaided at YE1*. nsk adiusted al 25% (iesf assumes recovciy m rates)

$6,301 
317 

519 65

$19.85

iTaroef Price Irountfed): $41001

Valuation Summary:
Cunenl Pice $40 98
Cunenl Dividend $1 0*
Appreciation Potenbal 2 5%
Currenl Yield 2.5%

l Total Return Pole filial 5.07J

Paae 4 • October l. 2014
BMO Capital Markets



BMO Capital Markets

GAS-ROR-OIO
Attachment K

14 of 91
NiSource

Source: BMO Capital Markets estimates, company data.
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Exhibit 6: NiSource Income Statement
NiSource Inc.

Consolidated Earnings
($ Millions Except Per She re Data) 2009A 2010A 21J11A 2012A 2013A Ol 02 Q3 Q4 2014E 201SE 2016E 2017E 2016E

Operating Revenues:
Gas Dslnpulion $3,303 $3,096 $2,918 $1,960 $2,226 $1,215 $4?4 $409 $901 $2,949 $3,555 $3,636 $3,720 $3,803
Pipelines & Storage 1.241 1,261 1.355 1.462 1,643 579 390 297 337 1,603 1.417 1.483 1,534 1.903
Eleclnc 1.213 1,375 1,428 1.508 1,563 450 405 425 400 1,679 1.725 1.770 1.815 1,860
Other 542 603 319 161 224 77 117 £91 165) 99 1140) 1140) (140) (HO)
Revenues 6.335 6.019 5,091 5,657 2.321 1.335 1,102 1,573 6.330 6,558 6,751 6.929 7,426

Operating Expenses:
Cost ol Sales 2.978 2,898 2,556 1.549 1,816 1,061 372 228 478 2,140 2,189 2,202 2.215 1 1 2,228
Operation & Maintenance 1,650 1.654' 1.723 1,674 1,874 501 533 479 519 2,033 2.078 2,134 2.192 2,251
DD&A 589 596 538 564 577 149 149 153 154 605 640 672 701 780
Loss (gam) on asset sales 16 1 17 (•») (18) (16) (1) 0 0 (16) 0 0 0 0
Taxes and Other 283 287 295 289 301 101 73 60 82 317 311 311 312 313

Total Operating Expenses 5.516 5.436 5,129 4.072 4,550 1,797 1.127 921 1.234 5.078 5.217 5.319 5,419 5.572

Operating Income 783 899 890 1,020 t.tos 524 209 181 339 1.253 1.340 1.432 1.510 1,854
Other

Equity >n Earnings 16 15 15 32 36 10 11 11 11 43 55 65 76 86
Other & 4 iol) nj 24 5 8 0 0 12 (£} HJ ID HJ

Total Other Income 10 19 (47) 31 60 14 19 i7 11 55 51 61 72 82

Reported EBIT $793 $918 $844 $1,051 $1,168 $538 $227 $193 $350 $1,308 $1,391 $1,494 $1,582 $1,937
EBITDA $1,383 $1,514 $1,382 $1,615 $1,745 $687 $376 $346 $504 $1,913 $2,009* $2,096* $2,169* $2,678*

EBIT Composition
Gas Distribution 328 324 393 403 445 302 60 2 167 531 545 581 617 652
Pipelines & Storage 389 377 360 396 441 159 104 98 125 486 559 648 723 945
Electnc 117 233 210 251 266 79 63 92 58 292 314 337 360 382
Corporate & Other (401 (16)* Ill®} 12} 15 0} 1 i2) (0) m 11} 11} 11} 11}

Total EBIT $793 $918 $844 $1,051 $1,168 $538 $227 $193 $350 $1,308 $1,414 $1,662 $1,695 $1,975

inleresl Expense 399 392 377* 416 415 109 109 116 119 453 495 500 588 611
Preferred Ostnbutions of Subsidiaries 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Financing Expense 399 392 377 416 415 109 109 116 119 453 495 500 588 61*1

Minority interests (Nl MLP) 0 0 0 0 0 0 0 0 0 U (18) (96) (108) (134)

Income Before Taxes
Income Taxes

394 526 467 635 753 429 118 76 231 855 900 966 999 1,230

Curtenl (214) 118 (15) (86) (26) 14 2 7 20 42 188 203 210 258
Deterred 378 55 178 305* 287* <49 38 20 61 258* 127 135 140 172

Total Income Taxes 165 173 163 219 262 163 40 27 81 310 315 338 350 430
Efleclne Inc Tax Rate (%) 42% 33% 35%' 34% 35%' 38% 33% 35% 35% 36% 35% 35% 35% 35%

Nel Income From Continuing Opeiations 229 353 304 416 491 266 79 50 150 545 585 628 649 799
Discontinued Operations, nel (12) (0) (5) 0 6 (0) (0) 0 0 O) 0 0 0 0
Change in Accounting 12} 158} 0 0 35 0 0 0 0 0 0 0 0 0

GAAP Net Income to Common $218 $294 $299 $416 $532 $266 $76 $50 $150 $544 $585 $628 $649 $799

A<J/ustmenis to Core 
Asset Impairment
Gain (Loss) From Disposal (8) 0 0 0 0 0 0 0 0 0 0 0 0 0
Olher Non-Recumng Gams (Loss) (40) 11 (74) LID 12) 8 I* 0 0 9 0 0 0 0

Total Adjustments (49) 11 (74) (17) (3) 8 1 0 0 9 0 0 0 0
Non-GAAP Core Earnings $278 $342 $376 $433 $494 $258 $76 $50 S150 $536 S585 S626 $649 $799

Shares Outstanding (mm)
Avg Diluted Shares Out 276 280 289 300 314 315 316 316 317 316 317 318 310 318
A\g Basic Shares Out 275 278 280 292 312 314 315 315 316 315 316 317 317 317
Penod-end basic Shares Out 276 279 292 311 314 315 315 ' 316 r 316 316 317 317 317 317

FarninasPer Share (Diluted)
GAAP EPS $0.79 $1.05 $1.04 $1.39 $1.70 $0.64 $0.25 $0.16 $0.47 $1.72 $1.64 $1.96 $2.04 $2 52
Core EPS $1.01* $1.22* $1.31* $1.44* $1 57* $0.62 $0.25 $0.16 S0.47 $1.70* SI 84* $1 98* $2.04* $252*

EPS Growth (core) -194% 21 0% 7 4% 10 0% 9 3% 18 9% 6 9% •13 7% 0 0% 7 7% B 7%
8 6%'

7 2% 3 4% 23 1%

Dividends
Cash per share $0 92 $0 92 $0 92 $0 94 SO 98* SO 25 SO 25 SO 26 SO 26 St 02* S1 08* $1 16* $1 24* Si.32*

Div Growth
Payout Ratio (%)

0 0%
116 6%*

0 0%
87 5%

0 0%
86 7%

2.2%
67.9%*

4 3%
57 B%*

4 2% 4 2% 4.0% 4 0% 4 1%
59 2%*

5 9%
58 6%*

7 4%
58 7%*

6 9%
DO 6%*

6 5% 
57 4%'

Source: BMO Capital Markets estimates, company data.
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Exhibit 7: NiSource Cash Flow Statement
Cash Flow SUtemenl
{t Millions Except Per Share Data) 2009A 2010A 2011A 2012A 2013A Q1 <32 Q3 04 2014E 201SE 2016E 2017E 201BE

Operating Activities
GAAP Net Incore from Com. Ops 218 292 299 416 532 266 78 50 150 544 585 629 649 799
DMA 589 596 538 562 577 149 149 153 154 605 640 672 701 760
Deterrefl income tax benefit 378 200 178 305 287 149 38 20 61 268 127 135 140 172
Deferred Revenues 4 (20) 3 (8) (7) 2 (0) 0 0 2 0 0 0 0
Amortizaiion ot premium on Oebt 13 10 9 10 9 2 3 0 0 5 0 0 0 0
Less Gain or Loss on assets (*) (0) 0 (4) (18) (16) (1) 0 0 (16) 0 0 0 0
Less Equity Earnings plus Cash Distnbutions (15) 7 16 4 (4) (2) (6) 0 0 (6) 0 0 0 0
Non-cash minority interest 0 0 0 0 0 0 0 0 0 0 18 96 108 134
Other non-cash income items 36 112 139 11 ID 11 _10 0 0 21 £3) 168) (113) 0

OCF {pre-working capital) S1.219 $1,197'' $1,183’ $1,295 $1,372’ $561 $271 $223 $365 $1,420 $1,349 $1,463 $1,485 $1,885
DCF per share 54.42 $4.27 $4.10 $4.31 $4.37 $1.78 $0.88 $0.70 $1.15 $4.49 $4.25 $461 $4.68 $594

Wort ing Capital

Accounts and notes rccei^bte 259 (244) 316 (181) 31 (264) 442 177 O 0 0 0
Imenlory 129 103 (142) 62 (9) 274 (246) 28 0 0 0 0
Less Change of Price Risk Management Activlies 0 0 0 0 0 0 0 0 0 0 0 0
Accounts payable (192) 38 (155) 57 68 127 (297) (170) 0 0 0 0
Customer deposit, net 25 (25) (5) (44) (7) (23) 2 (21) 0 0 0 0
Other assets 83 (206) (201) 144 21 (276) 110 (166) 0 0 0 0
Other Liabilities 382 166) 128) 168) HD 11] £!) £8) 0 0 0 0
Changes in Working Capital 686'' (420) (262f (30? 55’ (167) (13) 0 0 (180) 0 0 0 0

Dscontmued Operations (255) 150) 11 10 121 m 0 0 £] 0 0 0 0
Cash Flow From Operations 1.651 720 870 1,276 1,437 394 257 223 365 1.239 1.349 1.463 1,485 1.865

Investina Activities
Capital Spending (to PPAE) (777) (604) (1.125? (1.499? (1,880? (386) (467) (544) (778) (2.175? (2,522? (2,525) £.500) (1.744)
Purchases of equity investments 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Acquisitions 0 0 0 0 0 0 0 0 0 0 0 0 0 a
Proceeds trom asset sates 6 1 9 26 IB' 5 1 0 0 6 0 0 0 0
Other 109 (■*0) eu 51 (148) 127) £4) 0 0 HU 0 0 0 0

Cash Used in Investing (662) (944) (1.149) (1.422) (2.010) (408) (490) (544) (778) (2.220) (2,522) £.525) (2.500) (1.744)
Discontinued Operations 8 0 p Q1 119 0 0 0 0 0 0 0 0 0

Investing Cash Flow (655) (943) (1,149) (1.425) (1.691) (408) (490) (544) (778) (2.220) (2.522) (2.525) (2,500) (1.744)

Financinn Activities
Sale of Common Stock 26 14 24 364' 44' 9 ' 7 12 12 40' 24' 0 0 O
Sale of Common Units (MLP) 0 0 0 0 0 0 ^ 0 0 0 0 375 500 500 600
Sale of Preferred Stock 0 0 0 0 0 0 * 0 0 0 0 0 0 0 0
Sale of LT. Debt 1.460 250 890 988 t .308’ 0 ” 0 1.000 0 1.000 0 0 0 O
Sale of L.T. Debt (MLP) 0 0 0 0 0 0 * 0 0 0 ’ 0 750 0 1.350 500
Redemption of Common Stock (3) (2) (3) (10) (6) (10)’ (0) 0 0 (10) 0 0 0 0 I
Redemption of Preferred Stock 0 0 0 0 0 0 ’ 0 0 0 0 0 0 0

o 1

Redemption of L I. Debt (1.170) (1.071) (287? (332? (511? (9)’ (4) (500? 0 (513) (230) 0 0 0
Redemption of L.T. Debt (MLP) 0 0 0 0 0 0 ’ 0 0 0 ’ 0 0 0 0 0
Change m Notes Payable, LC, ST Debt (1.061) 1.280 (23? (562) (78? 114 ’ 289 0 360 762 675 410 475 (500)
Change in Notes Payable, LC. ST Debt (MLP) 0 0 0 0 0 D ’ 0 0 0 ’ 0 O 500 1850) 0
Payments to Minority Interests 0 0 0 0 0’ 0 ’ 0 0 0 0 ’ (15) (39) (68) (104)
Dividends. (253) (256) (258? (273? (306? (79)’ (79) (82) (82) (321) (342) (367) (393) ’ (418)
Other 0 0 162) 0 m 0 ’ 0 0 0 0 0 0 0 0

Cash From (For) Financing (1.000) 216 281 175 445 25 213 430 290 958 1.237 1.004 1,014 (22)
Discontinued Opera!ions 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Financing Cash Flow (1,000) 216 281 175 445 25 213 430 290 958 1,237 1.004 1,014 (22)

Change in Cash <M) ($7) $2 $25 ($9) $11 ($20) $109 ($124) ($23) $64 ($58) ($D $120
Cash & Temp Inv Beginning ofYr. $21 $16 $9 $12 $36 $27 $38 $18 $127 $27 $3 $67 $9 $8
Cash & Temp. Inv. End of Yr. $16 $9 $12 $37 $27 $38 $18 $127 $3 $3 $67 $9 $9 $128

Source: BMO Capital Markets estimates, company data
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Exhibit 3: NiSource Balance Sheet
Bsljnc* Stott
It Million* Eimrf P*| Share Dalai 2009A 2010A 2011A 2012A 2013A Cl <32 QJ 04 2014E MUE 20KE 2017€ 7C1BE
A«*lv
Cash & 16 9 12 36 ?7 38 19 1?7 3 3 75 9 6 128
Rtitntirt Cash 175 203 T$1 47 6 11 10 10 10 to
Rteoinbl** M6 i.iji 951 1.114 1 105 1 *71 * 989 959 989 989 989 S89 969 989
Allowanct UoCoUwtiWt Acts (40) (41) (31) (24) (34) OS) oo) (XI 133) 00) (301 00) im

0 0 0 Q 0 0 0 0
UmfftcMertd ^ *-•* c«'i SO 136 21 45 46 114 76 76 .'6 76 76 76 7$

385 428 566 06 sx 726 # 46S 469 469 403 489 469
ST Am«I« Pnce R** Mjinogemert in tto 137 9? 23 1* 13 13 13 13 13 13 T3
PegUtroo ?36 1M 170 163 U3 159 168 iaa 166 166 160 168
Otto* Ctrem AttJit 387 283 262 364 H1 231 1?1 321 321 r> 321
TcfttO^vni 224 2 449 2,246 2352 215$ 2.230 2.055 2.164 2 040

Plan & Equpmen (Gra»t) 19036 19 KD 20 470 21907 23 522 24 016 r 24.533 25.077 25855 25.856 2« >n XL 903 33 403 35 147
AoctaniJaieO CCS* r« .¥Wi t»'W| (6 6701 I896S1 13 357) 19359) 19.4*0 (958?) an xn
Plan s Ecwpni*i*rt. Ntt 11 8C0 17.916 14.365 i4 «e 15C89 15.460 16104 t$.tW T7.9C6 19.09 21.839 22603

2S6 35$ 416 578 $iQ 638 639 639 r!39
IT Aw»H Pnet Of** M*n«ge*»ktn 22& ?« 189 tt 1 0 0 0 0 0 0 0 0
Reg lottery Anns \ Su 1 G50 1 976 ?.0M 1 522 1 495 1.4&4 1 454 1 45* I 454 1 4S4
GOC0MI 3 $77 3677 3 677 3 677 3 666 3666 3666 3 666 3.666 3 666 3666 3 666 1666 3666
mtangit/i* Assets 370 XB 2*18 267 776 773 270 ?7Q 770 270 770 270 2?0
Oitor long Temi (6 lywhcel)

TctsJ A»t*i»
S3

19.134
166

19939
16?

20 706
94

21.645
87

22654
65

73 017
as

73 258
£ 

?3 7££
05 

24 259
65

24 2»
pp

26.?1$
69

27 90 29 766
igO)

30 73$

1 Jatxiitoi A FmaV
Shed T«fm DeB 1 264 1.240 1 343 ' 1 631 1 631 1 9P1 2666 2 576
Account i PiyaBe* W2 562 435 539 6C6 793 r 54? 542 542 542 <*7 54? 542 542
STUttfatoi Pnce Prtk Man^je^ert 190 i« 95 1 0 0 0 0 0 0 0 0
Rag^Mory UttoM*?* 44 93 11? 17? 60 79 89 89 69 89
Otto* 1 5?5 t 38« i 245 1 21? t 071 1 im ' 1 170 1 170 i i?n 1 i?n i i?n i nn t 170 > 1^1
rcx«l Cuntrv bab 3.17a 3 341 34J1 3.431 3.791 3 791 4 48G 5 376
long 1#riT| D«tt 6GS 5 936 6.2$7 6619 7.W3 7S39 7.641 6 141 6 141 6661 6661
ITLiabilihts Pritt Mtntjemen 170 16? 139 70 0 0 0 0 0
Atfurojled turn 2oie 2 243 2.571 2.953 3 ??6 3 412 r 3.491 3 511 3572 3 572 3.«* 3634 3.974
Regiiatvy l>3Bbl>n 1.S55 1 596 1 $64 1.5B3 1.670 1 $78 1 $74 1.C74 1574 T 674 167* 1 $74 1.S74
Oihn baMtm 1,S?? 1 409 1 474 1 OT < 048 1 CEP' * 993 ‘m 9$J PR1 993
>©<« Li»tll«6 14 419 16.290 16,767 17 096 17,730 17.750 16 170 1$ *93 20 536
Pretored touity/SACuniito of Con^BiiUi'mSubeditn* 0 0 0 0 0 0 0 0 0 0 0 0
Common &QiAly 4 >17 4 xn 4 997 5.554 5.B87 601? 6 026 6 OCR GC66 6068 $773 7 445 6.134
Olv 0 n 0 0 0 0 0 0 0 0 0
T«»» liaO & Efliit) 19.134 19936 20 708 21.645 22653 23 107 23 255 Z3 758 ?4 ^3 24 25$ 26 71$ 27 90 79.786 X736

Source: BMO Capital Markets estimates, company data.
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NiSource Inc. (Nl)

Quarterly Price (US$)

EPS (4 Qtr Trailing) - (US$)

40 45

Target Price(US$) 

Share Price(US$)

35 40

30 35

2000 2010

Nl Relative to S&P 500

BMO2014FY EPS ( Sep 14 1 1.71 USS)
First Call 2014FYCons.EPS (Sep 14 = 1.70 USS)

BMO 2015FY EPS ( Sep 14 = 1.81 USS)
First Call 2015FY Cons.EPS ( Sep 14 = 1.84 USS)

2012 2014

45

40

35

30

25

20

15

160

140

120

100

80

1.7

1.6

1.5

1.8

1.7

FYE EPS P/E OPS Yietd% Payout BV P/B ROE
(Doc.) USS HI - Lo USS Hi - Lo USS Hi - Lo %

1992 1 00 13.5 11.3 0.62 5.5 4.6 62 7.9 1.7 1.4
1993 1.16 15.0 10.7 0.72 5.8 4.1 62 8.3 2.1 1.5 14
1994 1.24 13.3 10.5 0.78 6.0 4.7 63 8.7 1.9 1.5 15
1995 1.36 14.2 104 0.84 5.9 44 62 9.0 2.1 1.6 15
1996 1.43 14.1 123 0.90 5.1 45 63 92 2.2 1.9 16
1997 1.53 16.3 12.4 0.96 5.1 38 63 10.2 2.5 1.9 16
1998 1.59 21.2 14.4 1.02 4.5 3.0 64 9.8 3.5 2.3 16
1999 1 52 20.4 10.8 1.08 6.6 3.5 71 10.9 2.8 1.5 15
2000 1.89 16.7 6.7 1.08 8.5 34 57 166 1.9 0.8 14
2001 1.30 25 0 14.0 1.16 6.4 36 89 16.8 1 9 1.1 6
2002 2.00 12.5 7.3 1.16 8.0 46 58 20.1 1.2 07 11
2003 1.60 13.7 10.2 0.92 5.6 42 58 16.8 1.3 1.0 9
2004 1.61 14.2 12.2 0.92 4.7 40 57 17.7 1.3 1.1 9
2005 1.42 18.0 14.4 0.92 4.5 3.6 65 18.1 1.4 1.1 8
2006 1.43 19.6 13.6 0.92 4.7 3.3 64 18.3 1 5 1.1 S
2007 1.38 20 3 12.7 0.92 5.3 3.3 67 18.5 1.5 0.9 7
2008 1.27 15.6 8.1 0.92 8.9 4.6 72 17.2 1.1 06 7
2009 1.06 14.9 7.3 0.92 11.8 5.8 87 17.6 0.9 0.4 6
2010 1.22 14.7 11.6 0.92 6.5 5.1 75 17 7 1.0 06 7
2011 1.33 18.0 12.7 0.92 5.5 3.8 69 17.7 1.4 0.9 8
2012 1.44 18 2 15.0 0.96 4.4 3.7 67 17.9 1.5 1.2 8
2013 1.57 21.3 15.3 1.00 42 30 64 18.8 1.8 1.3 9

Range’: 25.0 6.7 11.8 3.0 35 0.4

Current’ 1.72 231 1.04 2.6 60 18.2 2.2 9

Nl - Rating as of 26-Jun-08 = Mkt

Growlh(%);
5 Year: 8.8

10 Year: 1.2
20 Year. 1.8

2.5
1.2
1.9

1.1
08
4.0

' Current EPS is the 4 Quarter Trailing to 02/2014.
' Valuation metrics are based on high and low tor the fiscal year.
■ Range indicates the valuation range for the period presented above. Last Price ( September 26. 2014) $38.58 

Sources: IMS Global Insight. Thomson Reuters. BMO Capital Markets.
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Rating
Category BMO Rating

BMOCM US 
Universe*

BMOCM US 
(B Clients**

BMOCM US 
IB Clients***

BMOCM
Universe****

BMOCM
IBClients*****

Statmine
Universe

Buy Outperform 44.1% 21.1% 67.5% 43.3% 58.6% 55.4%
Hold Market Perform 50.9% 8.4% 31.3% 51.2% 39.9% 39.5%
Sell Underperform 5.0% 3.4% 1.3% 5.5% 1.5% 5.1%

Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysis.
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 ail companies from which BMO Capital Markets Corp. has received compensation for Investment Banking 
services as percentage of Investment 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 oflnvestment Banking clients.

Rating and Sector Key (as of April 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 return basis
(S) = speculative investment;
NR = No rating at this time:
R = Restricted - Dissemination of research is currently restricted.

BMO Capital Markets' seven Top ! 5 lists guide investors to our best ideas according to different objectives (CON Large Cap. CDN Small Cap. US 
Large Cap. US Small cap. Income. CDN Quant, and US Quant have replaced the Top Pick rating).

Prior BMC) Capital Markets Ratings System (January 4, 2010-April 4, 2013):

hun://rcscarehglohal.brnoeapitalmarkets.com/documents/2() 13/prior rating system.pdf

Other Important Disclosures

For Other Important Disclosures on the stocks discussed in this report. please go to 
hltn://rcsearchglobal.bnK>canitalmarkets.eom/l>uhlic/Comnanv Disclosure Puhlic.aspx or write to Editorial Department. BMO Capital Markets. 3 
Tinies Square, New York. NY 10036 or Editorial Department. BMO Capital Markets. I First Canadian Place. Toronto. Ontario. M5X IH3.
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Dissemination of Research
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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 
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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 contlicl 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 set out above. Any Canadian person wishing to effect transactions in any of the securities included in this report should do so through BMO 
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The following applies if this research was prepared in whole or in part by Andrew Breichnianas. Iain Reid. Tony Robson. David Round, F,dward Sterck 
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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 
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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 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred 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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corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and 
commercial banking clients are served by BMO Harris Bank N.A. (Member FDIC). Investment and corporate banking services are provided in Canada and the US 
through BMO Capital Markets.
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North American Pipelines

(NI-NYSE)

Stock Rating: 

Stock Price: 

Target Price:

Market Perform

US$38.58

US$38.00

Carl Kirst, CFA 713-546-9756

BMO Capital Markets Corp. 
carl.kirst@bmo.com

Danilo Juvane, CFA / Leah Jordan, CFA 
(713) 546-9741 / (713) 546-9707 
BMO Capital Markets Corp. 
danilo.juvane@bmo.com / leah.jordan@bmo.com

Restructuring Wave Continues: Til See Your MLR, and Raise You A Spin-Off

In front of its biannual analyst day, NiSource announced both an expected and an unexpected move. The expected move is 

the formal announcement creating a pipeline MI.P (we expect the SI 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-20l5. In effect, NI 

would split into two companies: a pure 100% regulated gas/e!ectrie 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 
around the MLP. making it analogous to the parent-subsidiary structures at Williams (WMB. $56.51, Outperform), ON^^| 

(OKE, $66.17, Market Perform), and Spectra (SE, $39.18. Outperform). While details remain scarce at this point—were 

hoping to glean more from both the SI 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%-6% EPS and dividend growth outlook, wc think investors will 

more welcome a new purc-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-digit/mid-teen range. While we have already 

fully baked a hypothetical MLP into our Nl financial forecast and valuation, our SOTP price target docs 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 $24/.sh, and the pipeline/MLP combination at S14/sh. 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 I) that CPG will be recapitalized, and loaded with -$36 of debt (~5x trailing EBITDA, 

maintaining solid investment grade given its low-risk cash flow), 2) wc incorporate S3B of NTs indicated $12-$ 15B in 

growth prospects through 2025—the 5-yr $I.5B modernization and $I.5B Rayne/Leach pipes; WB Express remains 

nascent stage and we don’t yet include—which generates over SIB 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 Nl share count).

• CPG Value. Its three closest comps are trading at average 2016 multiples of I4.2x EBITDA and 20.6x distributable 

cash flow. Applied to our 2018 forecast would imply future CPG value of -S22/sh and S18/sh, respectively, which 

discounted back to present would imply an avg value of $l6/sh, upside to the $14 incorporated in our target today.

Please refer to pages 2 to 5 for Important Disclosures, including the Analyst's Certification.
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NiSource Inc. (Nl)

Quarlerly Pnce (US$)
Target Price(US$)

50

EPS (4 Qtr Trailing)-(USS) 

Price / Earnings

T^fflimimrTfTTrmtllKultTTTiminTfrumm^T^ 0

100

80

60

40

2000 2005

2013

BMO 2014FY EPS { Sep 14 = 1.71 USS)

First Call 2014FY Cons.EPS ( Sep 14 = 1.70 USS)

BMO 2015FY EPS ( Sep 14 = 1.81 USS)
First Call 2015FY Cons.EPS ( Sep 14 = 1.84 USS)

2013

45

40

35

30

25

20

15

160

140

120

100

80

1.7

1.6

1.5

1.8

1.7

FYE EPS P/E OPS Yield0/. Payout
%

BV P/B ROE
(Dec.) uss Hi Lo USS Hi - Lo USS Hi Lo %

1992 1.00 13.5 11.3 0.62 5.5 4 6 62 7.9 1.7 1.4
1993 1.16 150 10.7 0.72 5.8 4 1 62 8.3 2.1 1.5 14
1994 1.24 133 10.5 0.78 6.0 4 7 63 8.7 1.9 1.5 15
1905 1.36 14 2 10.4 0.84 5.9 4 4 62 9.0 2.1 1 6 15
1996 1.43 14.1 12.3 090 5.1 4.5 63 9.2 2.2 1 9 16
1997 1.53 16.3 12.4 0.96 5.1 3.6 63 10.2 2.5 1.9 16
1998 1.59 21.2 14.4 1 02 4.5 3.0 64 9.8 3.5 2.3 16
1999 1.52 20.4 10.8 1 08 6.6 3 5 71 109 2.8 1.5 15
2000 1.89 16.7 6.7 1.08 8.5 34 57 16.6 1.9 0.8 14
2001 1.30 25.0 14.0 1.16 6.4 3.6 69 166 1.9 1.1 8
2002 2.00 12.5 7.3 1.16 8.0 4.6 58 20.1 2 0.7 11
2003 1.60 13.7 10.2 0 92 5.6 4.2 58 16.8 1.3 1.0 9
2004 1.61 142 12 2 0.92 4.7 4.0 57 17.7 1.3 1.1 9
2005 1.42 180 14.4 0 92 4.5 3.6 65 18.1 1.4 1.1 a
2006 1.43 19.6 136 0.92 4.7 33 64 183 1.5 1.1 8
2007 1.38 20 3 12.7 0.92 5.3 3.3 67 18.5 1.5 0.9 7
2008 1.27 156 8.1 0.92 8.9 46 72 17.2 1.1 06 7
2009 1 06 14.9 73 0.92 11.8 58 87 17.6 0.9 0.4 6
2010 1.22 14.7 11.6 0.92 6.5 5.1 75 17.7 1.0 08 7
2011 1.33 180 12.7 092 5.5 38 69 17.7 1.4 09 8
20'2 1.44 18.2 15.0 0.96 4.4 37 67 17.9 1.5 1 2 8
2013 1.57 21.3 153 1.00 4 2 30 64 18.8 1.8 1.3 9

Range': 25 0 6.7 11.8 30 35 04

Current' 1.72 23 1 1.04 2.6 60 18.2 2.2 9

Growtn(%):
5 Year 8.8 2.5 1.1

10 Year: 1.2 1.2 0.8
20 Ye^r 1.8 1.9 4.0

Nl - Rating as of 26-Jun-08 = MM

• Current EPS is the 4 Quarter Trailing to 02/2014.
• Valuation metncs are based on high and low for the fiscal year.
• Range indicates the valuation range for the period presented above. Last Price ( September 25, 2014) $38.65 

Sources: IMS Global Insight, Thomson Reuters, BMO Capital Markets.
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Analyst's Certification
I. Carl Kirst. CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers. 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 report.

Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMC 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 of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.

Analysts employed by BMC Nesbitt Burns inc. and/or BMC 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 NASI) 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 Specific Disclosure
Disclosure 9: BMC Capital Markets makes a market in this security.

Methodology and Risks to Price Target/Valuation 
Methodology: Sum of the Parts
Risks: I) regulatory risk. 2) weather and 3) customer conservation

Distribution of Ratings (June-ML 2014)

Rating
Category BMO Rating

BMOCM US BMOCM US 
Universe* | IB Clients**

BMOCM US 
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buv Outperform 44.1% 21.1% 67.5% 43.3% 58.6% 55.4%
Hold Market Perform 50.9% 8.4% 31.3% 51.2% 39.9% 39.5%
Sell Underperform 5.0% 3.4% 1.3% 5.5% 1.5% 5.1%

**** 

** ***

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 Ball 

services as percentage of Investment 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 of April 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 return basis
(S) = speculative investment;
NR = No rating at this time:
R = Restricted - Dissemination of research is currently restricted.

BMO Capital Markets’ seven Top 15 lists guide investors to our best ideas according to different objectives (CDN l.arge 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 5, 2013):
http://researchglobal.bmocapifahnarkets.com/documents/2013/prior_rating_sy stem.pdf

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report. please go to 
hltp://researchglobal.bmocapitalrnarkets.com/Public/Conipany_DisclosureJ,ublic.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 1H3.
Dissemination of Research
BMO Capital Markets Equity Research is available via our website hltps://research-
ca.bmocapitalmarkets.com/Publ ic/Securc/Login.aspx?ReuirnUrl=/Membcr/Home/Researchllomc.aspx 
Institutional clients may also receive our research via Thomson Reuters. Bloomberg. FactSct. and Capital IQ.
Research reports and other commentary' are required to be simultaneously disseminated internally and externally to our clients.
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Conflict Statement

A general description of how UMO Financial Group identities 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://rcscarchglobal.bmocapitalmarkets.com/l,ublic/Conllict_Statcment_Public.aspx

General Disclaimer

“BMC Capital Markets" is a trade name used by the BMC) Investment Banking Group, which includes the wholesale ami of Bank of Montreal and its 
subsidiaries BMC) Nesbilt Bums Inc., BMO Capital Markets Limited in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Bums Inc., 
BMO Capita! 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 ol BMO Capital Markets as of the dale of this report and arc subject to change without notice. BMO Capital Markets 
endeavours to ensure that the contents have been compiled or derived from sources that we believe arc 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 he available to BMO Capital Markets or its affiliates that is not re Heeled in this report. The information in this 
report is not intended to be used as the primary' basis of investment decisions, and because of individual 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 Malters

To Canadian Residents: BMO Nesbitt Burns Inc. furnishes this report Jo Canadian residents and accepts responsibility for the contents herein subject to 
the terms set out above. Any Canadian person wishing to effect transaclions in any of the securities included in this report should do so through BMO 
Nesbitt Bums Inc.
The following applies if this research was prepared in whole or in part by Andrew Brcichmanas. Iain Reid. Tony Robson, David Round, Edward Stcrck 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 thal 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 
1% 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 if such ownership exceeds 5% oflhc equity of the 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 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. Hie contents hereof are intended solely for the use of. and may only be issued or passed on to. (1) persons who have professional experience in 
matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the 
“Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons"). The 
contents hereof are not intended for the use of and may not be issued or passed on to. retail clients.

Unauthorized reproduction, distribution, transmission or publication w ithout the prior w ritten consent of BMO Capital Markets is strictly prohibited.

Click here for data vendor disclosures when referenced w’ithin a BMO Capital Markets research document.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE. T$X: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and 
corporate banking products. BMO serves Canadian retail dients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and 
commertial banking dients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US 
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A. (Member 
FDIC), BMO Ireland Pic, and Bank of Montreal (China) Co. Ltd. and the 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 Protection 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 Burns 
Corporation Limited, used under license. “BMO Capital Markets" is a trademark of Bank of Montreal, used under license. "BMO (M-8ar 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 elsewhere.
TM Trademark Bank of Montreal

©COPYRIGHT 2014 BMO CAPITAL MARKETS CORP

A member of BMO Financial Group
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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 to 4-6% 
after the separation of Columbia Pipeline Group which has ~$700mm in 2015E 

EBITDA, it's clear NTs 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 growth.

Risks to our call: Putting a value on Nl post separation given the financial 
engineering - the IDRs, 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 MLR 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 IDRs 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. 

Thus we are raising the multiple on 2015E EBITDA to 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%, 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.

Share price performance

Oal* Sco 30,200 - S.(D n. 20M. ?ri(j/!3 * US$30 i

Ma-M jun-U
Indewj S&P?00 INDEX

On 09‘79/M me S&P $00 INDEX closed at 1977.8

Quarterly EPS Q1 Q2 Q3 Q4
2013A 0.69 0.23 0.18 0.4/
2014E 0.82 0.25 0.15 0.52
2015E 0.93 0.27 0.14 0.60

Financial and valuation metrics
Year 12/13A 12/14E 12/15E 12/16E
EPS (CS adj.) (USS) 1.57 1.76 1,94 2.12
Prev. EPS (USS) — ___ ___ ___

P/E (x) 26.1 23.2 21.0 19.3
P/E rel. (%) 141.6 135.9 138.2 140.7
Revenue (USS m) 5,657.3 6.439.2 6,898.1 7,565.2
EBITDA (USS m) 1,720.7 1,905.8 2,155.3 2.388.4
OCFPS (USS) 4.58 4.61 5.07 4.21
P/OCF (x) 72 8.9 8.0 9.7
EV/EBITDA (current) 12.9 11.6 10.3 9.3
Net debt (USS m) 8.807 9,671 10,213 10,818
ROIC (%) 5.07 5.38 5.76 5.91
Number of shares (m) 315.32 1C (current, USS m) 14,693.80
BV/share (Next Qtr., USS) 19.3 EV/IC (x) 1.4
Net debt (Next Qtr., USS m) 9,686.3 Dividend (current. USS) 1.0
Net debt/tot eq (Next Qtr., %) 161.4 Dividend yield (%) 0.64
Soi/rr-g- Company data. Credit Suisse estimates

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 objectivity of this report. Investors should consider this report as only a single factor in 
making their investment decision.
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MLR and Separation specifics
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 14.6%. The MLP will be the primary funding vehicle for $12-$15B 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-time cash distribution to Nl just prior to separation which will be funded by 

~$3B in debt, and Nl shareholders will receive a pro-rata dividend of CPG shares. NTs 

dividend would be maintained in total following separation.

Exhibit 1: $12-$15B of capital projects identified by CPG

c Midstream (Gathering & 

Processing) Projects 

(~$2B)

a FERC-Regulated 

Transmission Expansion 

<-$7-9B)

BPipeline Modernization 

{-S3-4B)

Source: Company presentation 9/29/14

Exhibit 2: Nl will own the MLP (CPPL) through its ownership of Columbia Energy Group

Source: Company presentation 9/29/14
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The MLP’s initial assets will consist of a 14.6% 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.

Millennium 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 1 MMDth/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, INC, which provides ancillary communication 

services.

NiSource Inc. (Ni) 3



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 NTs 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 ability 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.

Exhibit 4: Nl Capital Investment Backlog -$306 

GAS-ROR-OIO
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$30

$20

$10

$0

d Generation Investment 
(-S1.7B)

a EJectnc T ransmission 
investment <~$1.0B)

o EJectnc Environmental 
Investment (-S0.5B)

a Electric System 
Modernization (-S6.8B)

a Gas System 
Modernization (~$206)

Source: Company presentation 9/29/14

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 expected to be completed in 1Q15. 

Management says that the $1.2B /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 $1.2B 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.

NiSource Inc. (Nl)
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Exhibit 5: Multiple uplift on Midstream Suggests Uplift in Valuation to the $50 range
w 2015 ’ 2015 Multiple Enterprise Value 1 Equity Value

FRIT 08A EBITDA/Nl Metric Low Base Hiqh Low Base Hiqh

Elecrc Servces 302 6 2538 202.2 WE 180x 19.5x 21.Ox 3,638 8 3.942 1 4,245 3
Nabriil Gas Unites 641 0 2410 882.0 EV/EBITDA IQ.Ox 10 Ox 10.Ox 8,820.1 8,820.1 8,820.1
TG8S (88.5% of business) 552 8 141.3 694.1 EV/EBITDA 14 Ox 15 Ox 16 Ox 9,717.4 10,411.5 11,1056
TG8S (11.5% dropped mtoMLP) 00 00 00 EV/EBITDA 1 14.0x 150x 16 . Ox I 00 00 0.0

694.1
Total Enterprise 1 Equity Value 22,176.4 23,173.7 24,171.1
Cash 8 EquKralene ' 27 8 27.8 27.8
Shortterm Debt 530 0 5300 530.0
Long-term Debl 7.640 6 7,640 6 7.640.6

Less Net Debt 8.142.8 8.142 8 8,142.8
Less Net Debt afribulable o NIPSCO -S1.1 bilion) 7,042.8 7,042.8 7,042.8

Total Equity Value 15,133.6 16,130.9 17,128.3

Shares Oubtendug 316 316 316
Per Share 847.88 $51.03 $54.19

Current Share Free (Sep 29, 2014) $40 84 $40 84 $4084

Reterh 20% 28% 35%

Dividend per share (Est) $1.09 $1.09 $1 09
DjvTderxJ Yield 3% 3% 3%

Total Return 23% 30% 38%

1 moiled PriceTarqet $48.00 $5100 $54.00

Source: COrnpany data. Credit Suisse estimates

Risks to our Call
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 2014 and 2020 from 

about 12-13bcf/d to 24-26 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-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. 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 MLR formation and separation.

NiSourco Inc. (Nl) 5
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NiSource Inc. (NI.N, S40.84. OUTPERFORM. TP S50.0)

Disclosure Appendix

Important 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. (NI.N)

NI.N Closing Price Targe! Price

Date (US$) (USS) Rating
45

24-Oct-H 22.92 21.00 N

28-Oct-11 22.52 24.00 40

02-May-12 25.04 26.00 •
35

01-Aug-12 25.38 27.00

20-Feb-13 27.04 29.00 30

01-May-13 30.61 31.00
25

01-Aug-13 31.11 32.00

01-Nov-13 31.72 33.00 20

28-Jan-14 34.18 35.00

19-Feb-14 35.40 38.00
NEUTRAL

21-ApM4 35.71 39.00

30-Apr-14 36.32 40.00

31-Jul-14 37.68 41.00

— Target Rice — Closing Rice MI.N

X v

1-Jan- 1. 1-in- I 3 1- in- 14

’ Asterisk signifies initiation or assumption 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 return is expected to outperform the relevant benchmark’over the next 12 months.

Neutral (N): The stock's total return is expected to be in line with the relevant benchmark* over the next 12 months.

Underperform (U): The stock's total return is expected to underperform the relevant benchmark* over the next 12 months.

‘Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock's total return relative to the analyst's coverage universe which 

consists of all companies covered hy the analyst within the relevant sector, with Outperforms representing the most attractive. Neutrals the less attractive, and 

Underperforms the teas! attractive investment opportunities. As of 2nd October 2012, U.S and Canadian as wet! as European ratings me based on a stock's total 

return relative to the analyst's coverage universe which consists of oil companies covered by the analyst within the relevant sector, with Outperforms representing the 

most attractive. Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American and non-Japan Asia stocks, ratings 

are based on a stock's total return relative to the average total return of the relevant country or regional benchmark: prior to 2nd October 2012 U.S. and Canadian 

ratings were based on (1) a stock's absolute total return potential to Us current share price and (2) the relative attractiveness of a stock's total return potential within 

an analyst's coverage universe. For Australian and New Zealand stocks, i2-month rolling yield is incorporated in the absolute total return calculation and a 15% and 

a 7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 7.5% thresholds replace Ihe +10- 

15% and ■ 10-15% levels in the Neutral stock rating definition, respectively. Prior to 10th December 2012. Japanese ratings were based on s stock's total return 

relative to the average total return of the relevant country or regional benchmark.

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 course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances.

Volatility Indicator JV]: 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 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 sector* relative to the group's historic fundamentals and/or valuation:

Overweight: The analyst's expectation for the sector’s fundamentals 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.

Underweight: The analyst’s expectation for the sector's fundamentals and/or valuation is cautious over the next 12 months.

NiSource Inc. (Nl)
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'An analyst's covaiage sector consists of all companies coveieO by Ihe analyst within the colevsn! sector An analyst may coi'Oi multiple sectors.

Credit Suisse's distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating

Outperf<ym/Buy*

Neutral/Hold*

Underperform/Seir

Restricted

Versus universe (%)

44%
39%

14%
3%

Of which banking clients (%)

(55% banking clients) 

(50% banking clients) 

(43% banking clients)

'For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform. Neutral, an d Underperform most closely 

correspond to Buy, Fiold. and Sell, respectively: however, the meanings are not the same, as out stock ratings are determined on a relative basis {Please refer lo 

definitions above.} An investor's decision to huy or sell a security should be based on Investment objectives, current holdings, and other individual factors.

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.csfb.com/research and 

analytics/disclaimer/managing_conflicls_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. (NI.N)

Method: Assuming S1.2B of capital investment atCPG 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.

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 12-13bcf/d to 24-26 bef/d on average.

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.

See Ihe Companies Mentioned section for full company names

The subject company (NI.N) currently is, or was during the 12-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 (NI.N) within the next 3 

months.

As of the date of this report, Credit Suisse makes a market in the following subject companies (NI.N).

Important Regional Disclosures

Singapore recipients 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 (NI.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.coni/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 (NI.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.
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Reterenccs in this report lo Credit Sui$se indude all of the subsidiaries and affiliates of Credit Suisse operating under its investment banking division. For more information on our structure, please use the 

following link' hltps'.'Vww credil-suisse.com'Who we ar&'en-This report may contain material that is not directed lo. or intended for distribution to or use by, any person or entity who is a citizen or resident oi 

or located in any locality, state, country or other jurisdiction where sudi distribution, publication, availability or use would be contrary to law or regulation or which would sut^ecl Credit Suisse AG or ils affiliates 

res') to any registration or licensing requirement within such junsdclon. All material presented in this repod, unless specifically indicated otherwise, is under copyright to CS None of the material, nor its 
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J.J.B. Hilliard, W.L. Lyons, LLC 
October 1, 2014

Key Metrics

Nl - NYSE (Price as of 9/30/14) $40.98

Rice Target IMA

52-Week Range $41.70-$30.09

Shares Outstanding (mm) 315.0
Market Cap. ($mm) $12,908

3-Mo. Average Daily Volume 1,949,000

institutional O.V nership 81.0%

Debt/Total Capital (6/30) 60.6%

ROE (ttm) 9.1%

Book Value/Share $18.42

Rice/Book Value 2.22x
Indicated Dividend / Yield $1.04 2.5%

Dividend Cycle Feb.. May, Aug., Nov.

EPS FY12/31

Prior Curr. Prior Curr.

2013 2014E 2014E 2015E 2015E

1Q - -
2Q - -
3Q - -
4Q - -
Year $1.58 $1.70 $1.82

P/E 25.9x 24.lx 22.5x

Payout 63% 61% 57%

Note: Figures exclude non-recurring items

Revenue ($mm)

Prior Curr. Prior Curr.

2013 2014E 2014E 2015E 2015E
IQ - -
2Q - -
3Q - -
4Q -- -
Year $5,659 $6,300 - $6,750

Company Description: Based in Merrillville, Imi. 

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 energy to 3.7 million 

customers located within the high-demand energy corridor 

stretching from the Gulf Coast through the Midwest to New 

England. Generation sources: Coal 77%, Natural Gas 

22%, Hydro 1%.

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 14.6% interest in Columbia 

Pipeline Group which represents nearly all of NTs 
natural gas transmission, midstream and storage assets.

• Separation plan terms. Under the separation nlan, 
NiSource shareholders would retain their current^^^s 
of NiSource stock and receive a pro-rata divid^^^f 

shares of CPG 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 detennined 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 4% to 6% 
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-S15 billion over the next 10 years. This could drive 
both future earnings 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.

Note Important Disclosures on Pages 2 and 3. 

Note Analyst Certification on Page 2.

J.J.B. Hilliard, W.L. Lyons, LLC | Member NYSE, fINRA h SIPC
Equity Research
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Additional information is available upon request.

Analyst Certification

I, David B. Burks, hereby certify 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 

rccommendation(s) in this report.

Important Disclosures

Milliard 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 return potential in the coming 12 months.

Long-term Buy - Wc 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 binds if better opportunities arise.

Underperform - We believe the stock is vulnerable to a price set back in the next 12 months.

Suitability Ratings

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 "l" 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 narrow customer or product base

Hliiard Lyons ratings fer M (NSCLRCEINC) 
Cosing Rice Sep 30,231-4: $40.98

07/31.0 2 02/18/14
N$25.63 N$35.17
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Hilliard Lyons Investment Banking

Recommended Issues Provided in Past 12 Mo.

# of %of

Ratinq Stocks Covered Stocks Covered Banking No Banking

Buy 49 39% 10% 90%

Hold/Neutral 71 57% 3% 97%

Sell 5 4% 0% 100%

As of 3 September 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.

JJ.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 infonnation 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 3 Electric Utilities
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Jefferies
September 28, 2014

NiSource Inc. (no

NiSource to Separate, Form MLR

Key Takeaway

This afternoon, N1 announced that its Board of Directors had approved a plan to 
spilt its utility and natural gas midstream operations into two distinct, publicly- 
traded companies; this is to be achieved via a tax-free spin of Columbia Pipeline 
Group in mid-2015. In a separate announcement, Nl unveiled plans to file an S-1 
Monday morning for an early 2015 IPO of a midstream MLP. We await Monday's 
Investor Day for greater detail on these strategic initiatives.

Tax-free spin of CPG to result in two investment grade energy companies. Nl
announced Sunday that its Board had approved plans to separate the company's utility 
and midstream operations into two publicly-traded companies via a tax-free spin of the 
midstream businesses in mid-2015. The transaction will create the Columbia Pipeline Croup 
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 CPC stock, with the exchange ratio to be determined prior to deal 
closing. NTs 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 Gas, 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 LP, 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 NI-MLP in 1H15.

Growth and investment updates. Mgmt expects the utility companies (Nl pro-forma) to 
produce annual earnings & dividend growth of 4-6% and noted that CPC's future earnings 
& dividends will be driven by its net investment growth, though it refrained from citing a 
numeric range. Mgmt also noted $12-$15B in CPC investment opportunities over the next 
10 years, a notable increase from the previous $8-$10B 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 Investor Day for additional color on the expanded opportunity set. We note 
that these CPC investments provide future drop-down opportunities to Columbia Pipeline 
Partners, LP.

Shares 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 SOP, DCF, and target yield 
approaches; however, our SOP analysis itself, which includes an MLP component for CPC, 
yields an approximate $40 outcome, just -4% above NTs Friday closing price. Please see our 
Investor Day Preview for a full description of our various valuation methodologies.

Anticipate greater detail at tomorrow's Investor Day. We await further detail on 
today's strategic announcements at tomorrow's investor Day. In particular, we anticipate 
mgmt will review the strategy, time-line, and valuation considerations of its plans in 
prepared commentary and Q&A.

Investor Day Details: 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 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, 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, IN.

Analyst Certification

I, 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.

I, Christopher Tillett, 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.

I, Corey Goldman, 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.

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 analyst’s judgement.

Meanings of Jefferies Ratings

Buy - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-monlh 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 perioM 

Underperform - Describes slocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-moncW 

period.

The expected total return (price appreciation plus yield) for Buy rated slocks with an average stock price consistently below S10 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 period.

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. 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.

Valuation Methodology

Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total 

return over the next 12 months. The price targets are based on several methodologies, which may include, but are 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 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
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 other factors 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 SEtP by 15% or more since inclusion. 

Franchise Picks are not intended to represent a recommended portfolio of stocks and is not sector based, but wc may note where we believe a Pick 

falls within an investment style such as growth or value.

page 2 of 5 Christopher Sighinolfi, CFA, Equity Analyst, (212) 707-6420, csighino@jeHcfies.com

Please see important disclosure information on pages 2 - S of this report. Jefferies
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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, if 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.

Rating and Pric'e.Target HistdryTor: NiSbuVce lhcT(NI)nas'of 09-26-201

Distribution of Ratings

IB Serv./Past 12 Mos.
Rating Count Percent™^^^oun^™Tercent

BUY 975 51.51% 256 26.26%
HOLD 774 40.89% 136 17.57%
UNDERPERFORM 144 7.61% 6 4.17%
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Other Important Disclosures

Jefferies Equity Research refers to research reports produced by analysis employed by one of the following Jefferies Group LLC ("Jefferies'’) group 

companies:

United States: Jefferies LLC which is an SEC registered firm and a member of FINRA.

United Kingdom: Jefferies 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: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located 

at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen’s Road Central, Hong Kong.

Singapore: Jefferies 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 6551 3950.

Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member 
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forth herein was obtained from sources believed to be reliable, but has not been independently verified by Jefferies. 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 
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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 
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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). If there are any matters arising from, or in connection 

with this material, please contact Jefferies 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 Jefferies (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 (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 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 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. Jefferies International Limited is authorised and regulated by the Financial Conduct Authority 

under the laws of the United Kingdom, which differ from Australian laws. Jefferies 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 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 preparer's 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 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 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. Pa^| 
performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchan® 
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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 issuer(s). 
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or losses arising from any use of this report or its contents.
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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, NI 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).

EPS (Net) Summary

2Q $0.23

Prior SO. 23

3Q SO. 18

4Q $0.47

YEAR $1.58

First Call

P/E 25.8x

S0.82A

S0.25A

SO. 24

$0.20 --

$1.70 $1.80

S1.70E S1.84E

24.Ox 22.7x

Nl plans to IPO an MLP at the midstream segment in 1Q15. and complete the corporate 

separation mid 2015.

Nl 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 of 20%, which will likely triple assets by 

2020 to 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 PI 

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.Ox. 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 20% (per the targeted asset 
growth rate) and apply a 15.5x EV/EBITDA multiple, which we believe is justified by 
NTs 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 P/ 
E ratio of 16.2x, and our price target reflects a 2015 P/E ratio of 24.4x.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 3 - 4 OF THIS NOTE.
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Note

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. 2014. Key takeaways from 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 

specific investor classes.

MLR Formally Announced - As widely anticipated, Nl announced plans to form an MLR at the CFG segment. Nl expects to IPO 
Columbia Pipeline Partners (CPPL- NYSE) during 1Q15. The structure calls for 100% 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 MLR 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 growth (off a current level 

of $7.4 billion) and earnings and dividend growth of 4- 6%. 75% of the capital is expected to drive revenue increases (in excess of 
depreciation). Previous growth discussions were around investment of up to ~$16 billion.

On the CPG side. Nl's presence in the Utica and Marcellos drive stronger growth. Assets are forecast to grow from the current -$4 
billion level to $12.5 billion by 2020, an approximate 20% CAGR. Management expects longer-term investment of $12 billion-$15 
billion over the next 10 years. Previous forecasts discussed a -$10 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- 70% of earnings out in dividends.
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KeyBanc Capital Markets Inc. Disclosures and Certifications
NiSource, Inc. - N1

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 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.

Three- Year Rating and Price Target History

Rating arid Price Target History.for: NiSource, Inc. (Nl) as 6f 09-29-2014

Created by BlueMatrix

Rating Disclosures

Distribution of Ratings/IB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

IB Scrv/Past 12 Mos. IB Serv/Past 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY] 270 47.04 60 22.22 BUY [BUY) 44 52.38 19 43.18

HOLD [HOLD) 292 5087 50 17.12 HOLD (HOLD) 40 47.62 16 40.00

SELL [UND) 12 2.09 3 25.00 SELL[UNO] 0 0 00 0 0.00
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Note

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 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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Nl - QA: Separation Shows Commitment to Value Creation; More Details at Meeting

KeyBanc Capital Markets Inc. Paul T Ridzon: (216) 689- 0270 — pridzon@kev.com
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KEY INVESTMENT POINTS
NiSource. Inc. (Nl- NYSE) has announced that on top of forming an MLR 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 (CFG). The new segment is expected to trade under the symbol 
COLR COLP will be the entity to form the MLR The spin is expected around mid- 2015.

We expect this announcement will be well received by investors, given several positives aspects, including:

• 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.

• 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.

• More Attractive M&A Characteristics - While not an absolute deal killer, 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. .

• Differentiated Strategy Should Be Well Received - Other entities announcing MIPs 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 t5 

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 10-12%. 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 13-14% (13.5% midpoint) yields $681 million of forward EBITDA. While we await further 
details at analyst day regarding the capital structure of COLR we believe $3 billion of leverage would provide the credit protection that 
Nl has indicated was necessary before pursuing an MLR

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2 - 3 OF THIS NOTE.
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KevBanc Capital Markets Inc. Disclosures and Certifications

NiSOurce, 5nc. - 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..

Rea 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.

Three- Year Rating and Price Target History
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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 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 (midstream 
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 $12-15b of projects over the next 10 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 expect the stock 
could trade somewhat range-bound until the market 
gets this clarity and while we see long-term 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. Please see the following 
pages for our key takeaways and analysis.
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Key Ratios and Statistics

Reuters: NI.N Bloomberg: Nl US 
Diversified Natural Gas / United States of America

$45.00

$40.84 

$12,955 

540.84-30.10

Price target
Shr price, close (Sep 29, 2014) 

MM cap, curr (mm)

52-Week Range

Fiscal Year ending 12(13 12/14e 12f15e 12/16e

ModelWare EPS ($) 1.57 1.68 1.81 1.92
Prior ModelWare EPS ($} - - - -
PIE 20.9 24.3 22.5 21.2

Consensus EPS (S)§ 1.55 1.71 1.84 2.01

Div yid (%) 3.0 2.5 2.6 2.7
Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare 
framework (please see explanation later in this note).
§ - Consensus data is provided by Thomson Reuters Estimates, 
e = Morgan Stanley Research estimates

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. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their investment decision.

For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report.
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NiSource (Nl, Equal-weight)

Risk-Reward View: Strong Marcellus + Utica Midstream Potential

• Rive© Taigel (Sop-15) ■ ■ - Hisloncal Slack Performanc©

Source: ThomsonOne: Morgan Stanley Research

$50.00 (*22%)

$45.00 (+10%) «

$33.00(-19%)

Mar-15

Cuirent Slock Puce

Sep-15

Price Target $45

Bull Case 
$55

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 growth 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.

Why Equal-weight?

• Numerous midstream opportunities 
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.
• Execution on its regulatory agend 
(e.g., 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 
genera! 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

• Regulatory risks associated with 
Marcellus and/or Utica drilling puts a 
hold on midstream project expansions.
• Execution challenges

2
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Transaction Overview

> Transaction Overview: NiSource announced its plan to 
separate into two 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 
current 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 long-term CPG debt (~$3bn). Nl and 
CPG will both target investment grade credit metrics pro 
forma the transaction. Separately, Nl announced its 
intent to form a midstream energy MLP. Its 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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Source: Company data.
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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 earnings and cash flow growth.

Exhibit 2
Proforma Nl and CPG
Two Premier Companies with 
Significant Growth Potential

NiSource'
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Source: Company data.

Exhibit 3
Nl Org Chart (Before and After)
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Source: Company data. Morgan Stanley Reseatch

> NI/CPG 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 (IDRs) 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,
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CFG should be able to adopt a payout strategy suitable 
to its dedicated cash flow streams. Before, NiSource 
traditionally pursued a 60-70% payout ratio, given its mix 
of LDC, NIPSCO, and Midstream earnings. However, 
with CFG solely dedicated towards midstream, CFG 
should be able to adopt a payout ratio (presumably 
higher) more fitting 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 accretive 
acquisitions and additional equity issuance.

> Large capex backlog dedicated to midstream. The 
Columbia Pipeline system is strategically located in that it 
links Marcellos 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 
projects (Rayne/Leach Xpress, WB Expansion, Cameron 
Access) providing line of sight towards earnings and cash 
flow growth throughout the end of the decade ($12-15b 
growth project 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 modernization program, 
which represents a $4-5b investment over the next 10-15 
years, where the company will earn a return on upgrading 
compression, replacing aging infrastructure, 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 II) which would involve an 
incremental $250mm investment over 2015-2018 and 
would position the company to win new third-party 
midstream business ($500mm opportunity over 2016- 
2018).

Exhibit 4
CPG Regulated Investments

September 30, 2014 
NiSource, Inc.

> Opportunities at NIPSCO/LDC. NiSource has identified 
20-plus years and -$30 billion of investment opportunities 
in its natural gas LDC and NIPSCO electric businesses, 
with annual capex totaling -$460-$605mm for LDCs and 
-$175-$500mm for NIPSCO electric. Capital investment 
will be focused on expanding distribution programs and 
growing NiSource's customer base, enhancing the 
electric transmission system, and modernizing gas & 
electric infrastructure. With -75% of capex expected to 
be revenue-producing and complementary rate structures 
and tracker mechanisms, NiSource expects that its 
capital investment program will lead to a 4-6% annual 
EPS and dividend growth rate.

Exhibil 5
LDC Backlog

/ 20 f Year Infrutruttur^Prograni Investment Opportunity
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CPPL Summary

Extensive East Coast interstate and storage footprint 
at Columbia OpCo. Columbia OpCo owns and operates 
one of the 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 partner 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%) of 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 10 offers an asset-level 
overview of expected 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 growth opportunities expected to be 
completed by the first quarter of 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 
capital structure, while contributing substantially all of the 
capital required to finance Columbia OpCo's organic 
expansion projects and pursuing third-party acquisitions.

September 30, 2014 
NiSource, Inc.

Exhibits

CPPL DCF Breakdown

CPPL DCF Contribution by Asset

Source Company data. Morgan Stanley Research

Exhibit?

CPG Growth Capital Investment Bridge
Extjcutmgen s RobiAlln^^rumt

site

Source Company data. Morgan Stanley Research
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Exhibits

Nl MLP (CPPL) IPO Assumptions
MLR IPO Assumptions

Metric

Assumed IPO Unit Price ($1 unit) 20.00

Assumed Fully Distributed Yield (%) 2.50%

IPO Discount 15%

Assumed IPO Yield (%) 2.88%

Implied P/DCF 31.lx

Implied EV/EBITDA 31.lx

LP Share (%) 98%

NTM LP Distribution ($MM) 58.54

Implied Equity Value ($MM) 2,036

LP Units Outstanding (MM) 101.8

Implied MOD / Distribution ($ / unit) 0.58

IPO Size ($MM) 750

Public Units (MM) 37.5

Public Ownership (%) 36.8%

Sponsor Ownership (%) 63.2%

Source: Company Data, Morgan Stanley Research

Exhibits

Nl MLR (CPPL) Estimated Distributable Cash Flow
Estimated Distributable Cash Flow

2015

Total EBITDA 620.0

MLP Initial EBITDA 90.5

Less: Cash Interest Paid (2.6)

Less: Income Taxes Paid & Other (6.4)

Less: Main. Capex (15.8)

Total DCF 65.70

Co\erage 1.10x

Total Distributions 59.73

September 30, 2014 
NiSource, Inc.

Market Cap 2,036

Net Debt 758

Enterprise Value 2,794

Source. Comoany Data. Morgan Stanley Research
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Exhibil 10

Nl MLR Illustrative Analysis (CPPL)
MLR Summary Pago ;.

Z01SE 7016F 7017F 2016E 2019E 2020F 2021F 7022F 2023E ?n?4E

Unit Value (trading lo a 2.5% fiold) 527 60 529.81 $31.16 $32.85 $33.36 $34.07 $33.39 $32.87 $32.48 $31.60

Equ'ty Raiser] 3,227.1 774 8 1,159.8 1.157.7 1.421 9 1.688.7 1.957 0 2.226.2 2,495 7 2,583.5

0©bl Raised 298.8 516 6 773.2 771.0 947 9 1,125 6 1.304.7 1.484.1 1.663 8 1.722.3

EBITDA 140.5 225.S 345 5 500.5 690.5 915 5 1,175.5 1,470 5 1.800.5 2,1363

Debt 399.5 916.0 1.689 2 2.461 0 3.408.9 4.534.7 5.839.4 7,323.5 8.987.3 10,709 6

interest Expense 16.0 36.6 67.6 96.4 136 4 181.4 233.6 292.9 359.5 428.4

Maintonanco Capex 14.1 22.6 34.6 50.1 69 1 91.0 117 6 147.1 180.1 213 5

Cash Flow Distributed to GP * LP 83.S 122.2 196.4 297.6 414.2 569.4 727.5 923.7 1.163.5 1.405.5

Unit Structure

Common Units 116 6 142.6 179.8 215 1 257.7 307.2 365.9 433.6 510.4 592.2

GP Interest Unit Equivalent 2.4 2 9 3.7 4.4 5 3 6.3 7.5 e.e 10.4 12.1

Total Units Outstanding (mcl. Implied GP mu 119.0 145 5 183.5 219 4 262.9 313.5 373.3 442 4 520.8 604 3

Expected Distribution per Unit 30.69 50.63 $0.95 $1.10 SI.20 $1.32 $1.39 $1.46 $1.53 $1.58

Total unit distribution coverage 1.32x 1.36x 1.24s 1.18s 1.17s 1.13s 1.13s 1.12s 1.08s 1.06s

Calculation ot Incentive Distributions

Distribution Levels

MOD (M mimum Ouartedy Oi sin Pultons) 30.58 $0.58 $0.58 $0 58 $0.58 $0 58 $0.58 $0.58 $0.58 $0.58

First T tirgel 50.66 $0.66 50.66 $0 66 $0 66 SO.CC $0.66 $0.66 $0.66 $0 66

Second Torget $072 $0.72 $0.72 $0.72 $0.72 $0.72 $0 72 $0.72 SO 72 $0.72

Thud Targel 50.86 $0.86 $0 86 $0 86 $0.86 SO 86 $0.86 $0.86 SO 86 $0.80

Inconlive Distribution <TP Sluirina Perconlorm

MQD(Minimum Quarterly Diuliibulionsl 2% 2% 2% 2% 2% 2% 2% 2% 2% 2%

Fafl T argot 2% 2% 2% 2% 2% 2% 2% 2% 2% 2%

Second Targot 15% 15% 15% 15% 15% 15% 15% 15% 15% 15%

Third Targel 25% 25% 25% 25% 25% 25% 25% 25% 25% 25%

thofoaller 50% 50% 50% 50% 50% 50% 50% 50% 50% 50%

DisJrbutfon ot MOD /Imntieri initial 3% Yield' 0 0 0 0 0 0 0 0 0 0

Common Units 67.0 82.0 103.4 123.7 148.2 1 76.7 210.4 249.3 293 5 340.5

GP InVetesl UtvV 1.4 1.7 2.1 2.5 3.0 3.6 4.3 5.1 6 0 6.9

Total MOD Oistnbulion 68.4 83.7 105.5 126.2 151 2 180.3 214.7 254.4 299.5 347.5

por Common Unit 50 58 $0.58 $0.58 $0.58 $0.58 $0.58 $0 58 $0.58 SO 58 $0.58

Fira Target Dianbution

Common Unils 9.9 12 1 15.2 18 2 21 8 26 0 30.9 36 6 43.1 50.1

GP Interest Unit Equivalent 0.2 0.2 0 3 0 4 0 4 0.5 0 6 0.7 0 9 1.0

Ch&Ii DisiiiUuted 10.1 12.3 15.5 18 5 22.2 26 5 31.6 37.4 44 0 51.1

por Common Unil 50.08 $0.08 $0.08 $0.08 $0.08 $0.08 $0 08 $0.08 $0.08 $0 08

Second Taroe: Oistnbulion

Common Units 4.2 7.0 8.8 10 5 12.6 15 0 17.9 21.2 21.9 28.9

GP Inlored Unil Equivalent 0.7 1.2 1.6 1.9 2 2 2.6 3 2 3.7 4.4 5.1

Cash Distnbutod SO 8 2 10.3 12.4 14.e 1 7.7 21.0 24 9 29 3 34.1

por Common Unit $0.04 $0.05 $0 05 $0 05 SO 05 $0.05 $0 05 SO.05 $0 05 $0 05

Third Taroel Oanbulion

Common Units 0.0 13.5 19.4 23 2 27 8 33.1 39.4 46 7 55 0 63 8

GP Interest Unit Eauivalent 0.0 4.5 6.5 7.7 9.3 11 0 13 1 15.6 18 3 21.3

Cash Distntmtod 0.0 18.0 25 8 30.9 37.0 44.2 52 6 62.3 73 4 85 1

pul Common Unit $0.00 $0 09 $0.11 $0.11 $0.U $0.11 $0 U $0.11 $0.11 $0 11

Remninma DtsJnbution

Common Units 0.0 0 0 19.6 54 8 94.5 150.4 203 8 272.3 358 6 443.9

GP Interest Unil Equivalent 0.0 0 0 19.6 54.8 94.5 150 4 203 8 272.3 358 6 443.9

Ca^i Dislnbulod 0 0 0 0 39 2 109 6 188.9 300 8 407.7 544 7 717.3 887 8

per Common Unit 50.00 $0.00 $0.1 1 $0 25 $0.37 $0.49 $0 56 $0 03 SO.70 $0 75

Tolal Distributions

Common Units 81.1 114 5 166 4 230.3 304 8 401 2 502 4 626.2 775.3 927.2

GP Inleresl Unit Equivalent 2.3 7 6 30.1 67.3 109.4 168 2 225.1 297.5 388.3 478 3

Total Distributions 83.5 122.2 196 4 297.6 414.2 569.4 727.5 923.7 1,163.5 1.405 5

Qp DiSlnDuhon os % Tolul J% 6% 15% 23% 26% 30% 3r% 32% 33% 34%

Common Units (111 IPO, on further participalio 73.7 73.7 73.7 73.7 73.7 73.7 73.7 73.7 73.7 73 7

% ol Totol Common Units 63 2% 51.6% 41.0% 34.2% 28.6% 24 0% 20.1% 17.0% 14 4% 12 4%

Share ot LP Distribution 50.8 61 0 70 1 80.7 88.7 97.6 102.5 107.6 113 0 116.4

Share ot GP Distnbution 2.3 7 6 30.1 67.3 109.4 168.2 225.1 297.5 388.3 478.3

Total MLP Dislnbulions S3 1 66.6 100.2 147.9 198.1 265 8 327.5 405.1 501 2 594.6

Source: Company Oala, Morgan Stanley Research
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Exhibit 11
Nl Midstream Illustrative Capex
Top-Down Capex

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Total CPG Capex 490 798 807 1,125 1125 1125 1125 1125 1125 1125 1125 1125 1125

Maintanence Capex 125 125 125 125 125 125 125 125 125 125 125

Total - Maintanence 682 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000

Columbia Gas Modernization 300 300 300 300 300 300 300 300 300 300 300 300 300

Midstream Capex 175 175 175 175 175 175 175 175 175 175 175

Residual Pipeline & Storage Capex 207 525 525 525 525 525 525 525 525 525 525

Bottom-Up Growth Capex

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Columbia Gas Modernization 300 300 300 300 300 300 300 300 300 300 300

Pipeline & Storage Capex 300 310 950 1623 438
Midstream Capex 85 95 280 30 30

Total CPG Capex 685 705 1,530 1,953 768 300 300 300 300 300 300

Modeled Growth Capex 

Columbia Gas Modernization 300 300 300 300 300 300 300 300 300 300 300

Pipeline & Storage Capex 207 525 950 1623 525 525 525 525 525 525 525

Midstream Capex 175 175 280 175 175 175 175 175 175 175 175

Total Growth Capex 682 1.000 1,530 2,098 1,000 1,000 1,000 1,000 1,000 1,000 1,000

Maintanence Capex 125 125 125 125 125 125 125 125 125 125 125

Total CPG Capex 807 1,125 1,655 2,223 1,125 1,125 1,125 1,125 1,125 1,125 1,125

Columbia Gas Modernization 300 300 300 300 300 300 300 300 300 300 300

Assumed Multiple 8.7x 8.7x 8.7x 8.7x 8.7x 8.7x 8.7x 8.7x 8.7x 8.7x 6.7x

Pipeline & Storage Capex 207 525 950 1,623 525 525 525 525 525 525 525

Assumed Multiple 8 7x 8.7x 8.7x 8.7x 8.7x 8.7x 8.7x 8.7x 8.7x 8.7x 8.7x

Midstream Capex 175 175 280 175 175 175 175 175 175 175 175

Assumed Multiple 7.4x 7.4x 7.4x 7.4x 7.4x 7,4x 7,4x 7.4x 7.4x 7.4x 7.4x

Additional EBITDA 82 119 182 245 119 119 119 119 119 119
pipeline 58 95 144 221 95 95 95 95 95 95

midstream 24 24 38 24 24 24 24 24 24 24

Total EBITDA 497 549 595 640 771 966 1,232 1,376 1,522 1,670 1,822 1,977 2,135

Invested Capex 4,000 5,125 6,780 9,003 10,128 11,253 12,378 13,503 14,628 15,753 16,878
Source: Company Data, Morgan Stanley Researcn

ft • i

t’J.'Vjl:-: iv/.'.r It. •jit’Mx-: •s i ftardy Hulir -l-dv’’:Ks/1- i j'K-l .•-•7, ’’voi

8

‘‘K/rjO V'\,'



GAS-ROR-OIO
Attachmeni K

59 of 91Morgan Stanley
September 30, 2014 
NiSource, Inc.

MORGAN STANLEY RESEARCH

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/growth 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 growth-focused model. As a result 
of formal announcement of plans to pursue an MLR 
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 (from $43).

> 1.) Sum of Parts Analysis - $49 fair value. Given the
disparate nature of Mi'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 
growth 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 growth project execution and return of cash to 
shareholders is realized.

Exhibit 12

Nl Sum of Parts Analysis
NiSource, Inc.

NiSource Ine. Value (?m) S/Share ^

Gas Distribution S 6.429 l 20.34

Gas Transmission & Storage 19.567 61.90

Electric Utility 3.738 11.82

Value $ 29.733 i 94.06

Net Debt (14.237) (45.04)

Net Equity Value 's'-.* 15,496 ~J 48.02 :

Shares Outstanding (in m) 316.1

GAS DISiRiBUnON
—

Forward EBIT (201SE) S531

interest 5136

T ax Rale 35%

Net income S2S7

Forward multiple lo.Ox

Equity value *4,111

Debt $2,218

Enterprise value *6,429

GAS TRANSMISSION S STORAGE (on a PV basis) • ------------------------1

MLP Drop-down Proceeds $13,775

MLP GP Valuation 4.3S0

MLP LP Value 1,401

Enterprise value *19,567

electoIcumm " : ’ ....---------*

Forward EBIT(2015E) $323

Interea $79

Tax Rate 35%

Net Income $158

Forward multiple 15.5x

Equity value *2.452

Debt $1.28.*

Enterprise value *3.738

EBITDA Breakdown

Gas Distribution $754

GasTransmis&on £ Storage $688 *.’

Electric Utility S567

$2,009

Consolidated

Interea Expense (2015) 531

Tax Rate (2015) 30 ^r.

Incremental Funding Obligation (dropdown period) $4,945

Source: Company Data. Morgan Stanley Research
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Exhibit 13
Nl Value from CPPL MLP Formation & Subsequent Midstream Asset Dropdowns
AmumpUoni - -.-5

.&Corp ' „ j
Dtsceunt Rate {eh cash preceedi) io.ov.I

Return Spread (an cart preceads)
. s.ovJ

■fix Rile • ■... -i , 55V,

,Tax Deferral on tP Unilev < , ' iov,

IP UnltaHoldeo Dlaccent U3V.

CP- i

Dtccoum Rale ; 10.0K]

Tetmlnal Multiple
20.Ox!

IP ■ • • ‘i

Diacount Rate v ■“ 10.0%,
Lferminel Yield u;eik.‘_,‘ , • * J • ' _5,0*/j;

MLR
Valuation

MIP Drop-down Proceed* 

MIP CP Valuation 

MIP LP Value 

Total Value

MLR
Asset Oropdos/i Schedule

• Ml P rvwn-rifjwn Prrt^o*rt« < ‘ lii p'C1P vVluillon ( . ‘ MIpTp Value- ' 1

i 13775 DtopdeMi, GP*LP, net 513.197' LP Pnce-Terge! >, 2ltl«.|

5 a.390

imm
ToUINPV_PrecM*i . __ 513.775

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

Hcldce Uaceunt;
NPV, L^Valu*. ■ __ j$.

10%
jiy.xoi;

Dele '9729/2014 ------- ----------"12/31/2015' I2/3T/2016 12/31/2017. 12/31/2018 •1213112019 12/31/2020 12/31/2021 12/31/2022 12/31/2023 12/31/2024

Olacouni period 0.6 1.6 2.6: " 3.6 '4.6, 5.6 > 9.6 7.6 8Xi - ;9.6 , 9.6

EBITDA ' • ,620 ' 52B 640 771 968" . i;232 '1.37V • 1.522 1,670 1,822 r 1.977' j'y 2,(35

ConlrtButed EBITDA1 ‘ '...'i ■' i. 50 : 65 "1205 1 155 'i190. 225 ■200 . 2« 330 315

CumuUdue Cohwbuled EBITDA 141 226 346' "t -, . 501 1 .691 616 , 1,179 1-<871. 1,901 2.135

% of Entity Dvmcd 8y MLP 15% 22% 29% 36% 41% : 50% 60% . . 70% 81% 91% 100% .l

IPO E8ITDA Drop-dewm Value Terminal

Proceed* 2015E 2016E 2017E 2019F 2Q15E 2020E 2021E 2Q2ZE 2023E 2024 E LP Value

EBITDA 10 Sold 10 MLP »i 50 95 120 155 190 225 280 295 330 335 2.135

Multiple Paid (peer avg. IPO di&c uni) :i 1* C.fSA 9.5* 9.5* 9 5* 9.5* 9.5* 9.5* 9.5* 9.5* 95. 12.5*

MLP Enierprljo Value Added t 2.794 5 475 5 809 $ 1,140 5 1,473 5 1,805 S 2.139 t 2,470 t 2,803 $ 3.135 5 3.181 i 28,592

Debt 1 1 l 190 22) 456 599 722 855 989 t .121 1.254 1.272 7.881

% Debt ■}*< 4C% 40% 40% 40% 40% 40% 40% 40% 40%

Oebt/EBITOA 7 8» J /j 4 9. 4 9* J »• i Ci 2 0> 5 O. 5 Ci S Ox

7orol ESfTDA 5> IJI 226 34fi 50 r 69T 916 1.175 1,471 1.801 2.135

*oro/ Defc* tf f 399 9f6 t.ea* 7.461 3.409 J.535 5 839 7.323 6.987 f0.7?0

Eauily 2794 285 465 684 684 1,063 1.293 ,482 1.592 1,881 1,908 18,711

2 714 IPO Olfered ro Public Vs:)

Dropdown Cadi Proceed* 961 475 809 1,140 1.473 1.805 2.138 2.470 2.803 3.135 3.161

Relum on Ca9i Proceed* 57 74 90 107 124 140 157

GP Qtflnbulions 2 8 30 67 109 156 225 297 898 478

LP CHartbulions 51 61 70 81 89 98 102 109 in 116

IPO Preceetls efler lai 5 619

Aliertai. discounied cash now 5 496 J 753 i 972 J 1.201 $ 1.362 5 1,503 S 1.612 i 1.709 S 1.797 S 1.752

Qi Mount Rate 10.0%

LP ssajmad tax deferral S0%~ 80% '80% 80% - ' SOS’ 80% -"80% low- 80% : 80% *'i0%

Tai Rale 2534 35% 35% 35% 35% 36% 35% 35% 35%. 35% 353;
■

T del Ecimxted Ccv Baa* SH HO

AllocstedCo# Baaa 1,397.0 237;s ' 403.8 . 570.0, ■'.‘.,11730*3 902.5 1,068.9 - ,1.235t0‘ r,401.3:: . 1.567.5 1,560.4

T otal Cropped: 922.220 f-

% Dropped Down _______ 2% 4% '5% 7% 8% 10% _____11 %_ _ 13%_ 14% ___ 14%

Consolidated Cape* U25 1 6S5 2.223 1.125 1.125 1.125 t.l?5 1.125 1.125 1.125

C-Coip Capex 875 1.171 1 423 669 6€C 448 13) 217 101 0

Red dual Proceeds («03) (364) (289) 804 1.245 1.689 2.137 2.595 3,034 3,181

Source: Company Data, Morgan Stanley Research

l-l' -;f;n
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Nl Illustrative Value of CPPL General & Limited Partner Interests in MLP
MLR
General Panner(GP) Interest Valuation

MLP

0.6 1.6 2.6 3.6 4.6 5 6 6.6 7.6 6.6 9.6
'GP Value' - $ 4.390 2015E 2016E 2017E ;2018E ' 2019E 2020E ' 2021E - 2022E 2023E 2024E' >

GP IDR discounl rale 10.00% GP IDRs S 2 S 8 S 30 S 67 $ 109 S 168 S 225 S 297 S 388 $ 478
GP lermmal muliipie 20.0* Taxes (3) (11) (24) (38) (59) (79) (104) (136) (167)

Net i 2 s 5 $ 20 $ 44 $ 71 S 109 S 146 $ 193 S 252 $ 311

PV 2 4 15 31 46 64 76 93 111 124

Teimnal value S 9.565

PV ol Termnal value $ 3,821

l Parmer (LP) Inierea Valuation

0.6 1.6 2.6 3.6 4.6 5.6 6.6 7.6 8.6 6.6

LP Value $ . 1,557 2015E 2016E 2017E 2018E 2019E 2Q2QE’ 2021E 2022E 2023E 2024E
Disnbution per unit SO.69 SO.83 SO.95 $1.10 SI.20 $1.32 S1.39 $1.46 $1.53 $1.58

Terminal value o' paid disnbution s 31.60

PV ol paid distnbutions per unit SO.58 s 0.65 s 0.71 s 0.74 $ 0.77 S 0.77 S 0.77 s 0.74 $ 0.71 S 0.67 s 0.63

Sum of PV of paid diSnbutioi $ 7.12

PV of terminal value 12.62

Equity value per unit $ 19.74|

Forecasted equity value in 1 i 21.14

^Assumptions

1*5 yeer distribution CAGR 6.15%

4-9 year distribution CAGR__________ 5.57%

Current ylejd 2.50%'

Terminarvalue trading yield 5.00%

^orwatd.USilO-YearYJeld , ;3.50%,!
|Equlty Rj* Premium , "5.00% '

iStockSpadficRiskPremlum ’1,50%

Discount rate 10.00%

Terminal Discount rate 10.00% ,

Source: Company Data. Morgan Stanley Research
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> 2.) Relative Trading Multiples • $43 fair value. While a range of
outcomes is likely here - perhaps more so on the CQLP side in the 
degree to which it maximizes the potential value of its general partner 
interest in CPRL and achieves valuation credit in line with high dividend

growth peers - reference to NTs 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 P/E metrics.

Exhibit 15

Nl New Stand-Alone Entities Comparable Metrics
Pro-Forma Nel Debt (3.000)
Pro-Forma Snares 316.1

— - uwmHEBirOAiSMaHBi UtMIM---------- *--------- --- Forward .Yield W&'BMDIvidend.GrowthMlI

|! . -'u-i=r . . • • — TIM 'US •W"iwn

ONSOKInc OKE 16 2x 14.6x 25.3x 22.2x 3.9% 4.3% 11.4% 10.8% 9.7%
Spectra Energ, Corp SE 17 0> 15.7x 23. Ox 20.2x 3 8% 4.1% 8.8% 7.4% 5.0%
Williams Cos WMB 14.8x 13.0x 16.8x 16 5> 4.5% 5.2% 17.3% 16.0% 15.0%
4uerape 16 Ox 14.4x 22.4x 19.6« 4.1% 4.5% 12.5% 11.4% 9.9%

DJo'umb!a£'p»tla*.2rpa5Z-u^rr.QOiiL j-A3Z]5iZZ!II!Zj■ jwjIi i ■ . 'ii- Iv ' 1 i. m ' 1 - ■ . ‘ - ILjZIz- ' '• - ....i

IS.0x $20.88 13.5x $20.86 19.Ox $18.70 16 Sx $18.84 4.75% $20.72 5 25% $24.04
15 5x $21.89 14 Ox $21.97 20.5x $20.18 18.Ox $20.55 4.50% $21.87 5.00% $25.37
16. Ox $22. SO !4.5x 523.10 22.0x $21.85 IS.Sx $22.27 4.25% $23.16 4.75% $26.87
!6.5x 323.92 15.Ox $24.22 23.5x $23.13 21.Ox $23.08 4.00% $24.60 4.50% $28.55
17.0x $24.93 15 5x $25.34 25.0> $24.60 22.5x 525.69 3.75% $76.25 4.25% $30.45

Gas LDC Group Median

V.x<:r-.i:: r»”.rr . .1• Jll'1

—i., uaa-..- mv. , few 3
16.lx 15.4X 16 lx 15.4x 16.lx 15.*x 5%

P~Pr^kofiTli rtitloufce.—*. -I if.
NISeuree Ga* Distribution

Regulaled Utilities Group Median

NiptCO

2

15 0x $12.19 14.5x $12.37 IS.Ox $12.19
15.5x $12.60 15.Ox $12.80 15.5x • siieo
16.0x $13.00 15.5x $13.23 16.Oi $13.00
16 5x $13.41 16.Ox $13.65 16.5k $13,41
17.0x i $13.62 16.5x $14 08 1 7.0k ;$13.82'

14.5k $12.37 15 Ox $12.19 14.5x . $12.37
15.0k $12.80 IS.Sx $12.60 IS.Ox $12.80
IS.Sx $13.23 16.0x $13.00 IS.Sx $13.23
16 0k $13.65 IS.Sx $13.41 16.0k $13.65
16.5k $14 08 17.Ox $13.82 16.5x $14.06

3x 14.2«

mi 2M
15.3X

inznzEmmzsB
mzusEnm
14.2x S%

14.5x $7.26 13.Ox $6.83 14.0x $7.01 13.0k $6.83 14.Ok $7.01 I3.0x $6.83
15.0k $7.51 13.5x $7.09 14.5x $7.26 13.5x $7.09 14.5k $7.26 13.5x $7.09
15.5k $7.76 14.Ox $7.36 15.0k $7.51 14.0k $7.36 IS.Ox $7.51 14.Ox $7.36
16.0k $8.01 14 5x $7.62 15.5k $7.76 14.Sx $7.62 IS.Sx $7.76 14.5x $7.62
16.5k $6 26 15.Ox $7 88 16.0k ■ $8.01 15.0k $7.66' 16.0x $8.01 15.0x $7.88

r]T.5taf.'Con»QtMrte<I.ValUe ■ ..i Bf 3
$40.33 $40.06 $37.90 $36.05 $39.92 $43.24
$42.00 $41.87 $40.03 $40.45 $41.73 S45.27
$43.67 $43.68 $42.16 $42.65 $43.67 $47.45
$45.34 $45.50 $44.30 $45.25 $45.77 $49.82
$47.00 $47.31 $46.43 $47.66 $48.07 $52.41

MiniiTnim
Average
Maximum
Source: Company Data. Morgan Stanley Research

$40 33 $40.06 $37.90 $38.05 $39 92 $43.24
$43.67 $43 68 $42.16 $42.85 $43.83 $47.64
$47.00 $47.31 $46.43 $47.66 $48.07 $52.41

2015 

Avg 
339 36 
343.22 
$47.17

t-‘Virdv Hui-sr vl'.’iv'
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> Implied 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 
recurring 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 MLR 
interests and excludes direct asset ownership from its 
distributable cash flow calculation. Over time, however, 
as COLP reaches an inflection in this transaction as

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 growth investment at the MLR 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 
growth dictate.

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
COLP Free Cash Flow Analysts_________________

EBIT CM fnm Assetial CPG Op Co i 49Q s 6i3 S

wm n■
Ca*< flow from MLP IP dtariDution 4A 53 81 70 77 65 60 04 00 to?

C*9> flow from MlP <3P ? a 30 57 100 106 ??5 ?07 >66 4 78

Corpcua'* ope* C.91 r-oj VO? v-ft; VtM (tev

Corporate inlerea rii5) iOV) |f55l jt ‘D n :s: !t?Sl m)

Mamunenee Cape* ;^) iK) ifl.-J t7.i; ihfi) ,0ij ,tU' MH|

1 axes (40) [48) (57) (7?) (73) (7D jCfi) (60) (S?) (43)

Other/ Remveimenl of Dror<*ov*i proceeds 74 <*C t;i7 t‘-0

effecf/v* caih fai tale IP* '<0% TON TON TON l(3S TON TON TON

TMal COLP eabm»le« Free Cash Flow S $ 3(1 S 450 S 830 S 059 t 873 3 655 $ 627 S 660 J 546

COIP Sia'ct outsund.ng ri MO it *J*C MG 7,,. i't MC 1 It

COlP !rM caei flow per i 0 08 S 1.14 \ 1 4? 8 20^ i 2 00 J : 13 i ? 07 % i 06 3 1 66 S f 7*

A aimed COLP dnadend i 0 20 5 O 38 3 0 47 1 055 S 0 71 3 0 65 3 \ or $ 1.1/ i 1 29 i 1 35

D>vi fle nd g rale r "■ 2S.«i 2o7on 2O.0S 16.0* 10.0* 6 08,V

Free cfisfi growth rate :s% , 41% *4N 2* *wv ■-4N -0* -7%

& vj dend a verwje ratio J.»x ■3J33A 3.02k a3.42« 2.SU 7.0d< i.eo* 1.4SI 1.W*

Taaes

A at C>»G OpCo ' 7V 101 718 3V8 7\? 1 /'.» G7

L P DisOi outton 3 4 4 5 5 0 0 7 7 7

GR Oftnpulion 11 ?4 36 50 10 104 1 J6 167

T a* Shields 1138) (t4p) (17«> (2121 17111 1205) 1102) f1U| fl53) lOl)

Total Taiet 40 48 57 72 73 71 88 68 52 4}
;* —■. —" .................. JOISE^ “’ 201*6 J017E 20T5E ’ 2D19E ~2020E* 2021E 2022E 2023E 2024E

LPfGPCatfiftomMLP. . - ••
j

! MLPthftmcpwned * ’•
6 MLPtftSllitiutiOAftBMe

"ec 64* r 64 64 61 64 ' 64 64 64 Mi

- 4089' • *0.83. , ,».S6" $1.10 'Svro 51.32 ‘ 51.46 $1 S3 51.68 7

Cafli touMrwnmasB >n MLP LP ’ 
r % LP (BxSeifftnid (MS assu/Tpffwi >

1 •« 53'_ .61 . 70. •. •• n. . 65 89' 84 . 90 102!

30^ : ' SPS ■ soii.' 80% ' ',80% S0% 80% 80% ' 60% . ■ .90%'

t Ta» cat« on UP dldriliulioiis' 1 3i% as6* ’ '36%- ‘ _»*’ •!’S5% 35%' 35% 35% MV 35%

Cadi from ownflrctnp in MLPGP 2 - 8‘ - i'ap;. 87. 106 . 168 225, • 267 388 478)

Tax tala on QP dcarlbul'ibiis - CW' b« ■ ss%... 36% ' ■ ' 36%' 36% asiV
. 34% 35%'

WSI Oi-Vdll tax’*!* oc M-f'diatriobt'cns (IP-* CPJ. ’:D% iv, - 0K 0% 0% 0% 700% 700% 180% 92%i

j Cadi tax isle on asratsalOpCo .. 35% * ,36%i 36% 36% 05% 35% ■ 35'L 35 %i

OpCo nal’pio1e«Risix»B'_deM ■, ,53,000' - sj’boo 53,000 *3.000 53,000 $3,000 53,000 53.000 $3,000!

PraponionatadaKlsuae tefwidcapex . S878 11.429" sees 5560 $448 5333 5217 • *’?» soi

) Codi p'ocaadofipm azat dropdontia' ' ' $47$' . jttoe" ’ *1,W 51.473. 51.805 52,138 52,470 52,803 53.135 $3.181,

> lnl»7»Sralo (asumBO) '4S«; ’ 4.5% . 4i% 4 6% 4.6% 4 6% • • - 4.5% 4 5% 4,8% 4 6%;

OpCo cadionhand,. l ' . . $o;'. so $0- 50 so' •’so •so 50 50 so'

i irHoraa rale (HJBjmoo)
l ‘ _ ‘ -

.- t.0% ' i.o% 1.0% 1 0%'- 1.0% ' 1.0% 1.0% .10%' 1t% 1.0%
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Source: Company Oala, Morgan Stanley Research
_ . 10.0% (0.0% _ lo.os _ 10.0% 10.0% 10.0% 10.0% 100% 10.0%
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Valuation Methodology & Risks

Assets in an MLR 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 + stock price appreciation). We find a statistically 
insignificant correlation between bond and MLP prices. Several 
periods of rate increases (1994,1999. 2004) are correlated with 
poor performance, but there is little day-to-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 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 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 II), combined with approximately 1.5-2.0% 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 largel 
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.

Investment 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 
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 MLR 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 t .0 
times are able to meet their dividend payments 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. It 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 (IDRs): 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.g., 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 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 (RIC) 
or real estate investment trust (REIT).
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UU ModelWare
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 earnings.

Disclosure Section
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Analyst Certification
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STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). 
Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not 
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(as of August 31, 2014)

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy. Hold, and Sell 
alongside our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the 
stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended 
relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy 
recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.

Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count
%of
Total Count

% of % of Rating 
Total IBC Category

Overweight/Buy 1078 34% 334 39% 31%
Equal-weight/Hold 1378 44% 413 48% 30%
Not-Rated/Hold 108 3% 21 2% 19%
Underweight/Sell 566 18% 93 11% 16%
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 months.

Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst’s industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team’s) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the 
analyst's industry (or industry team s) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). the stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the timeframe for price targets included in Morgan 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 attractive vs. the 
relevant broad market benchmark, as indicated below.
In-Line (I): 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): 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 region are as follows: North America - SSP 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)
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NiSource, Inc. <NI.N) - As of 9/29/14 in USD

Prict Target Histary! S/2/11 ! 23; 10/28/-11 : 25; 4/18/12 : 26; 7/31/12 : 28; 2/19/13 : 29; 4/10/13 : 30; 
10/31/13 : 32; l/e/14 : 34; 2/18/14 t 36; 4/30/14 : 40; 7/31/14 : 43

Source; Morgan Stanley Research Date Format : MM/DO/YY Price Target — • No Price Target Assigned <NA>
Stock Price (Not Couered by Current Analyst > “■ Stock Price <Couered by Current Analyst 3
Stock and Industry Rat ings < abbreviations below) appear as 4 Stock Rat ing/lndustry View
Stock Ratings; Overweight <0) E^ual-weighl Underweight <U> Not-Rated <NR> No Rating Available <NA)
Industry View; Attractive «A) In-line <P Cautious <C> No Rating fNR>

Effective January 13/ 2014/ the stocks covered by Morgan Stanley Asia Pacific will be rated relative to the analyst’s industry 
<or industry team’s' coverage.

Effective January 13/ 2014/ the industry view benchmarks for Morgan Stanley Asia Pacific are as follows! relevant MSCI country 
index or MSCI sut—regional index or MSCI AC Asia Pacific ex Japan Index.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC or 
Morgan Stanley or any of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at
www.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 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 conPict of Interest-

Other Important Disclosures
Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of CenterPoint Energy, Inc. Enbridge Energy Partners 

LP, EnLink Midstream LLC, Kinder Morgan Energy Partners LP. Kinder Morgan Inc., NiSource, Inc.. Oneok Inc., SemGroup Corp, Williams Companies, 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, advice 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 Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the 
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. 
For all research available on a particular stock, please 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 on Matrix and also distributed electronically by Morgan Stanley to clients. 
Certain, but not all, Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate 
electronic means as a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at 
http://www.morganstanley.com/malrix.

Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing and/or 
using Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use (http://www.morganstanley.com/terms.html). In 
addition you consent to Morgan Stanley processing your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy 
(http://www.morganstanley.com/privacy_pledge.html), including for the purposes of setting your preferences and to collect readership data so that we can deliver better 
and more personalized service 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://www.morganstanley.com/privacy_pledge.html).

If 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.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances 
and objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages 
investors to seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The 
secunties, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or 
participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to 
participate in any particular trading strategy. The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, 
default rates, prepayment rates, securities/inslruments prices, market indexes, operational or financial condilions of companies or other factors. There may be time 
limitations on the exercise of options or other rights in securities/inslruments transactions. Past performance is not necessarily a guide to future performance. Estimates
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of future performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of Ihe 
primary exchange for the subject company's secunties/mstruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation 
based upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets 
profitability or revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment 
banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

The "Important US Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% 
or more of a class of common equity securilies of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an 
investment of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in 
Morgan 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, Morgan Stanley makes every effort 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 information in Morgan 
Stanley Research change apart from when we intend to discontinue 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 inveslment banking 
personnel.

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 information is for 
your reference only. The reader shouief independently evaluate the investment risks and is solely responsible for their investment 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 
securities/instruments 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/instruments. MSTL may not execute transactions for clients in these securities/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 activities in Hong Kong. If you have any queries concerning Morgan 
Stanley Research, please contact our Hong Kong sales representatives.

Morgan Stanley is nol incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research 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 pH relevant approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities 
related research reports only. Morgan Stanley Capital Group Japan Co.. Ltd: in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents) 
and by Bank Morgan Stanley AG, Hong Kong Branch; in Singapore by Morgan Stanley Asia (Singapore) Pie. (Registration number 1992062982) and/or Morgan Stanley 
Asia (Singapore) Securities Pie Ltd (Registration number 200008434H). regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its 
contents and should be contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Bank Morgan Stanley AG, Singapore 
Branch (Registration number Til FC0207F): in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited 
A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and 
"retail clients* within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Ply Ltd (A.B.N. 19 009 145 555, holder of 
Australian financial services license NO- 240813. which accepts responsibility for its contents; in Korea by Morgan Stanley S Co International pic, 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 Limited, which has 
approved of and takes responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth 
Management Limited. Niederlassung Deutschland, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsich! (BaFin); in Spain by Morgan Stanley, S.V.. S.A., a 
Morgan 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 the rules of conducl applicable to financial research as established under Spanish regulations; in the US by Morgan Stanley & Co.
LLC, which accepts responsibility for its contents. Morgan Stanley & Co. International pic, authorized by the Prudential Regulatory Authority and regulated by the 
Financial Conduct Authority and the Prudential Regulatory Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes of 
section 21 of the Financial Services and Markets Act 2000. research which has been prepared by any of its affiliates. Morgan Stanley Private Wealth Management 
Limited, authorized and regulated by the Financial Conduct Authority, also disseminales Morgan Stanley Research in the UK. Private UK investors should obtain the 
advice ot their Morgan Stanley & Co. International pic or Morgan Stanley Private Weallh Management representative about the investments concerned. RMB Morgan 
Stanley (Proprietary) Limited is a member of the JSE Limited and regulated by the Financial Services Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is 
a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Inveslment Advisory (Proprietary) Limited, which is wholly owned by FirstRand 
Limited.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International pic (DIFC Branch), regulated by the Dubai Financial Services 
Authority (the DFSA). and is directed a! Professional Clients only, as defined by the DFSA. The financial products or financial services 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 & Co. International pic (QFC Branch), regulated by the Qatar Financial Centre 
Regulatory Authority (the QFCRA). and is directed at business customers and market counterpanies only and is not intended for Retail Customers as defined bv the 
QFCRA.

As required by the Capital Markets Bojsrd of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment 
advisory activity. Investment advisory service is provided exclusively to persons based on their nsk and income preferences by the authorized firms. Comments and 
recommendations stated here are general in nature. These opinions may not fit to your financial states, risk and return preferences. For this reason, to make an 
investment decision by relying solely to this information stated here may not bring about outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are Ihe property of their respective owners. Third-party date providers make no warranties or 
representations relating lo the accuracy, completeness, or timeliness ol the data they provide and shall not have liability for any damages relating lo such date. The 
Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley Research or portions of it may nol be 
reprinted, sold or redistributed without Ihe written conseni of Morgan Stanley.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Slanley.
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Industry CoveragetDiversified Natural Gas

Company (Ticker) Rating (as of)Price' (09/29/2014)

Brian Lasky

CenlerPoint Energy, Inc (CNP.N) E (06/09/2014) S24.46

Cheniere Energy Inc. (LNG.A) 0(06/09/2014) $81.59

Cheniere Energy Partners L.P. E (06/09/2014) $24.48

Holdings (CQH.A)

EnLink Midstream LLC (ENLC.N) E (06/09/2014) $41.27

Enbridge Energy Partners LP U (09/10/2012) $39.55

(EEP.N)

Enbridge Energy Partners LP U (12/17/2013) $37.35

(EEQ.N)

Kinder Morgan Energy Partners LP E- (06/09/2014) $94.5

(KMR.N)

Kinder Morgan Energy Partners LP E (08/14/2014) $93.6

(KMP.N)

Kinder Morgan Inc. (KMI.N) E (06/09/2014) $38.53

NiSource, Inc. (NI.N) E (06/09/2014) $40.84

Oneok Inc. (OKE.N) O (06/09/2014) $66.07

SemGroup Corp (SEMG.N) O (06/09/2014) $84.26

Spectra Energy Corp. (SE.N) E (06/09/2014) $39.23

Williams Companies, Inc (WMB.N) O (06/09/2014) $55.99

Stock Ratings aie subject to change. Please see latest research for each company. 
* Historical prices are not split adjusted.

© 2014 Morgan Stanley
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September 28, 2014

NiSource, Inc.

Doubling Down on Midstream

NiSource announced its intent to separate into two 
publicly traded companies and form an MLR. 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 MLR through an OpCo structure with 85% 
of the EBITDA remaining and $12-$15bn in capex over 
the next decade should create a high growth MLR that 
will drive meaningful midstream value (both LP and GP) 
over time. Given CPG's premier asset base located in 
the Marcellus/Utica shales, we believe premium 
valuation will be ascribed to both CPG and its pending 
MLR formation. We will provide our analysis of this 
transaction after Nl'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 long-term debt. Nl and CPG will target IG 
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.
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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 couid affect the 
objectivity of Morgan Stanley Research. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their investment decision.

For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report.
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Valuation Methodology & Risks

Assets in an MLR 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 + stock price appreciation). We find a statistically 
insignificant correlation between bond and MLP prices. Several 
periods of rate increases (1994,1999, 2004) are correlated with 
poor performance, but there is little day-to-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 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 growth in 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 II), combined with 
approximately 1.5-2.0% 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, organid 
capital spending budgets and third party acquisitions will likel * 

be delayed or forgone. A prolonged period of limited capita! 
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.

Investment 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 
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 MLR 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 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. It 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 (IDRs): 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.g., 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 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 (RIC) or real estate 
investment trust (REIT).
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UU ModelWare
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 earnings.

Disclosure Section
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STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). 
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For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold and Sell alongside 
our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we 
cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative 
weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy 
recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.

Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count
%ot
Total

% ot% ot Rating 
Count Total IBC Category

Overweight/Buy 1078 34% 334 39% 31%
Equal-weight/Hold 1378 44% 413 48% 30%
Not-Rated/Hold 108 3% 21 2% 19%
Underweight/Sell 566 18% 93 11% 16%
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 months.

Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, 
on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst’s industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the 
analyst's industry (or industry team s) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U ). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage 
universe, on a nsk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan 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 attractive vs the 
relevant broad market benchmark, as indicated below.
In-Line (I): 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): 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 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)
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NiSource, Inc. (NI.N) - As of 9/27/14 in USD 
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Important disclosures regarding the relationship between the companies that are the subjecl of Morgan Stanley Research and Morgan Stanley Smith Barney LLC or Morgan 
Stanley or any of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at www.morganslanley.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 behall 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 conflict of interest.

Other Important Disclosures
Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of CenterPoint Energy. Inc, Enbridge Energy Partners LP, 
EnLink Midstream LLC, Kinder Morgan Energy Partners LP. Kinder Morgan tnc.. NiSource, Inc., Oneok Inc., SemGroup Corp, Williams Companies, 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, advice 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 Idea." Views contained in a Tactical Idea" on a particular stock may be contrary to Ihe 
recommendations or views expressed in research on the same stock. This may be Ihe result of differing time horizons, methodologies, market events, or other factors. For 
all research available on a particular stock, please 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 on Matrix and also distributed electronically by Morgan Stanley to clients. Certain, 
but not all, Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic means as 
a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at http://www.morganst3nley.com/malrix. 

Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use {http://www.morganstanley.com/terms.html). By accessing and/or using 
Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use (http://www.morganstaniey.com/terms.html). In addition you 
consent to Morgan Stanley processing your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy 
(http://www.morganstanley.com/privacy_pledge.html). including for the purposes of setting your preferences and to collect readership data so that we can deliver better and 
more personalized service 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://www.morganstanley.com/privacy_piedge.html).

If 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.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and 
objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages inveslors to 
seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, 
instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may nol be eligible to purchase or participate in 
some or all of them. Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular 
trading strategy. The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, 
secunties/instruments prices, market indexes, operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or 
other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on 
assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange (or the subject company^ 
securities/instnjments.
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The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based 
upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or 
revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment banking or capital 
markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

The "Important US Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or 
more of a class of corhmon equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment 
ol less than 1 % in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan 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. Morgan Stanley makes every effort 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 information in Morgan Stanley 
Research change apart from when we intend to discontinue 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 personnel.

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 information is for your 
reference only. The reader should independently evaluate the Investment risks and is solely responsible for their investment decisions. Morgan Stanley Research may not 
be distributed to the public media or quoted or used by the public media withoul the express written consent of Morgan Stanley. Information on securities/instruments that do 
not trade in Taiwan is for informational purposes onty and is not to be construed as a recommendation or a solicitation to trade in such securities/instruments. MSTL may not 
execute transactions for clients in these securities/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 activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong 
Kong sales representatives.

Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research 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.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and. for Commodities related 
research reports only, Morgan Stanley Capilal Group Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by 
Bank Morgan Stanley AG, Hono Kong Branch; in Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia 
(Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and 
should be contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Bank Morgan Stanley AG, Singapore Branch 
(Registration number T11FC0207F); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited A.B.N. 67 
003 734 576. holder Of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail clients" 
within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial 
services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International pic, 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 Limited, which has approved of and takes 
responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited, 
Niedertassung Deutschland, regulated by Bundesanstall fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley. S.V., S.A., a Morgan Stanley group 
company, which is supervised by the Spanish Securities Markets Commission (CNMV) and stales that Morgan Stanley Research has been written and distributed in 
accordance with the rules of conduct applicable to financial research as established under Spanish regulations; in the US by Morgan Stanley S Co. LLC, which accepts 
responsibility for its contents. Morgan Stanley & Co. International pic, authorized by the Prudential Regulatory Authority and regulated by the Financial Conduct Authority 
and the Prudential Regulatory Authority, disseminates in the UK research that it has prepared, and approves solely (or the purposes of section 21 of the Financial Services 
and Markets Act 2006. research which has been prepared by any of its affiliates. Morgan Stanley Private Wealth Management Limited, authorized and regulated by the 
Financial Conduct Authority, also dtsseminales Morgan Stanley Research in the UK. Private UK investors should obtain the advice of their Morgan Stanley & Co. 
International pic or Morgan Stanley Private Wealth Management representative about the investments concerned. RMB Morgan Stanley (Proprietary) Limited is a member 
of the JSE Limited and regulated by the Financial Services Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by Morgan 
Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International pic (DlFC Branch), regulated by the Dubai Financial Services 
Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services 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 & Co. International pic (OFC 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 Customers as defined bv the 
QFCRA. y

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 service is provided exclusively to persons based on their risk and income preferences by the authorized firms. Comments and 
recommendations stated here are general in nature. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment 
decision by relying solely to this information stated here may not bring about outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or 
representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating lo such data. The Global 
Industry Classification 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 written consent of Morgan Stanley.
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1585 Broadway 20 Bank Street, Canary Wharf 1-9-7 Otemachi, Chiyoda-ku 1 Austin Road West

New York, NY 10036-8293 London E14 4AD Tokyo 100-6104 Kowloon

United States United Kingdom Japan Hong Kong

Tel: +1 (1)212 761 4000 Tel: +44 (0) 20 7 425 8000 Tel: +81 (0)3 6836 5000 Tel: +852 2848 5200

Industry Coverage:Diversified Natural Gas

Company (Ticker) Rating (as of)Price* (09/26/2014)

Brian Lasky

CenterPoinl Energy, Inc (CNP.N) E (06/09/2014) $24.39

Cheniers Energy Inc. (LNG.A) O (06/09/2014) $80.14

Cheniers Energy Partners L.P. E (06/09/2014) $24.55

Holdings (CQH.A)

EnLink Midstream LLC (ENLC.N) E (06/09/2014) $41.45

Enbridge Energy Partners LP U (09/10/2012) $39.46

(EEP.N)

Enbridge Energy Partners LP U (12/17/2013) $37.1

(EEQ.N)

Kinder Morgan Energy Partners LP E- (06/09/2014) $94.15

(KMR.N)

Kinder Morgan Energy Partners LP E (08/14/2014) $93.45

(KMP.N)

Kinder Morgan Inc. (KMI.N) E (06/09/2014) $38.39

NiSource, Inc. (NI.N) E (06/09/2014) $38.58

Oneok Inc. (OKE.N) O (06/09/2014) $66.17

SemGroup Corp (SEMG.N) 0(06/09/2014) $83.75

Spectra Energy Corp. (SE.N) E (06/09/2014) $39.18

Williams Companies. Inc (WMB.N) 0(06/09/2014) $56.51

Stock Ratings are subject to change. Please see latest research lor each company. 
• Historical prices ate not split adjusted.

© 2014 Morgan Stanley



GAS-ROR-OIO
Attachment K

79 of 91

MnimngMcii Fgiiiry Rf-sn.wH

NiSource Inc Nl ★★

MOlfffi

Liisi Price Fair Value Consider Buy Consider Sell Uncertainty Economic MoatrM MoatTrend'- Stewardship Morningstar Credit Rating Industry Group
38.58lisu 32.00JSD 22.flOiiSD 43.20USD Medium Narrow Stahle Ssandard BBS Utilities - Regulated

NiSource Announces Columbia Pipeline MLR Plans, Finally

Miles fishman. cfa Analyst Note 29 Sep 2014
Stock Analyst
cMes.tishman-@motninystar.com |n a long-anticipated move. NiSource announced it will split
3l2-696-tiM3

off its natural gas pipeline, midstream, and storage 

businesses into a publicly traded master limited partnership, 

Columbia Pipeline Group. NiSource expects to launch an 

initial public offering in early2015and close the transaction
The primary analyst covt-iiriy this ct'mtKifiy
litres not own ns siock. in mid-2015.

HiiStarr.li as u! 2S Sep 2U14 
hjiimaies as of 31 Jul 2111-1 
htlcing data through 25 Seo 201-1 
ICltirv} updated as ol 20 Sep 201A

Ciuiency amouris v.jpiitssedvjrth 'S’ ate in 
U.S. dollars |USD| unless otherwise denoted.

C (intents

Analyst Note 1

Mouiniiisicii Analyst Iwecasts 3

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 

lor 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 impact on our fair 

value estimate. We do think CPG's pipeline assets in 

particular have wide-moat characteristics, given their 

favorable federal regulation and location in the Eastern U. 

S. shale gas regions.

Management said it intends to invest $12 billion-SIb billion 

during the next ID 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 Pipeline modernization program and 

opportunities in shale gas producing regions can support 

12.6% average annual earnings growth during the next five 

years at CPG.

This is higher than the 10%-12% growth target 

management had set before announcing the CPG spin

off. However, management set this target in 2012 before 

the joint venture with Hilcorp announced several new 

midstream projects. It also does not include any benefit from 

the Rayne and Leach XPress pipeline projects. We believe 

both of these projects have a high probability of moving 

forward.

Vital Statistics

Market Cap [USD Mil)

52-Weck High (USD)

52-Week Low (USD)

52-Week Total Return %

YTD Total Return %

last Fiscal Year End

5-Yi Forward Revenue CAGR %

5-Yr forward EPS CAGR%

Price/Fair Value

Valuation Summary and Forecasts

l isi:,il Year 7012 71113

12.1G5

40.66

30.09

29.1

19.7

31 Dec 2013

7.1

1.1

1.21

FflMfU MM
Price/Earnings 17.0 20.8 ??7 21.1
EV/CBIIDA 3.9 11.2 U3 10.3
EV/LOII 15.2 l/.O W.6 15 2
Free Cashflow Yield % -3.0 -4.4 ■4 6 45

Dividend Yield % 3.5 3.0 2.7 28

Financial Summary and Forecasts (USD Mil)

FismI Year. ?01? 2013 MMQ MM
Revenue 5.061 5.657 6.169 6.573

Revenue YoY % -15.9 11.8 90 66

EBI1 1.039 1.126 1.294 1,413

EBH YoY % 12.7 B.4 149 92

Net Income. Adjusted 437 434 542 589

ITri Income YoY % 12.4 13.0 9.7 86

Diluiud EPS 1.46 1.58 UO 183

Diluted EPS YoY % 7.9 8.3 7.8 7.3

Free Cash Flow 71 •379 ■148 ■417

Free Cash Row YoY % 333.3 -637.2 610 182.0

HisicwiMl/loreMsl (l.iiii sources Minimiisnr tstimau”, .mil may retliiti culjusmu-iiTs

Profile

NiSouico is one of the ration’s largest natural gas distnbution companies 

with 3.-1 million customers in Indiana. Kentucky. Maryland. Massachusetts, 

Ohio, Pennsylvania, and Virginia. NiSource also owns 15,000 miles ol 

natural gas transmission pipeline, operates one of the nation's largest 

underground natural gas storage systems, and provides urregulaicd 

midstream services in the growing Marcellos and Utica shale production 

area. NiSouices electric utility generates, Irensmits. and distributes 

electricity in northern Intltaua.

^ Vo-'inqiia- ?0r*. AH P.rq-rs Rt«rvM Mcirun^iaT'r C -*C * Hrinir. & Afrs&wA'r poCuccC jntfo-ferM ft Man.rauji l«c .wTiics-i r-qr -f.^veiec. r i-» u S Vci-'t-ei 313 Co-rmiio-*. 113 yi I, : j'-i: laiFai-rqUi-.j-niitin Phcia 1 nl 7
llrifcisoihcfwn* -n 9 WM'.rp jgffC'T’Unt. you iro» we im reper m iv icu'iS'y »n «v*uth rl^ cjsi-'iDv:3 a tiSpJ Twifb-rybii cjis aijlrt?? up tiioM P'Htemed hcci'v advitt J'* J'tA’iKQ

i,t iiel> 1 or 1 Vtf t ai tof.ai ws*% jnd t *•?; 1 el w 5 oqt a " ol lei i n ruit u» w’f a y 4on r *att w ji < z nreti to Dt4 ccr i' n. c iirt-pfe re u i j' < g .vt 1 n? c p .*i r o y - * i - :'i d« r ^ of; n? fl j to wn Hen iiw t> '.u l>;* i to ch ,yr c^r i nu ti r e i «cpv i a y p; f f *w. se
ie2W'i;U Ty law Moiti-fKjtiar S*ial1 rot hp<*ifipijrs.l.l» 'o1 Jny or olne« icvuli'C^ CM rrfflik d I& 1'C mici rtu'io'’ jji.i a'o'v-t** r i [vi'iorty y< itimi uji Tiy; irilcvmaripri cymiiriwben-i ►Mfif'yiupngto'y DfOyny tr*

^''’oeducea‘ftwheie rfo** o*'.’Jtd •*» m^rnc'* iNjui Ti«&ric< wnrm tcmierii c< Vunopt:*. !o« j;jf Ji • *00 Ipke^se tre •I'lcarcfi caM Vc ij^f rri*-nx •twis''.! tKd'.yu
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NlnflNINGSI

Last Price
38.58 USD

Fair Value Consider Buy Consider Sell
32.00 USD 22.40 USD 43.20 USD

Uncertainty
Medium

Economic Moat,M Moot Trend™ Stewardship
Narrow Stable Standard

Momingstar Credit Rating Industry Group
BBB Utilities • Regulated

We've said that completing the spin-olf could help NiSource 

avoid having to issue equity in 2015. Well continue to 

monitor this as we gain a better idea of the transaction's 

exact impact on NiSource.

© Vor'irngstar ?0>4. All Rights Reservec Rar-ryj* & Rcitt'cn *5 pwvtpc andtfte'fld trv tnc. which is net wir theU $ Secj"ti« loJirU’.j'we Ctfwrnss.&n as aNstic/ialy Stri:i>cdl Ajtii^ Chja-.iidtior Piiac ? Ol 7

S'Ns 3-11*1 Umtu otheAvtse ftfcwCoJ r a Wjura t ag er^cni yev'T^v uw r>s leson ©Wv ©rre :ouns-y ir, At^n ts oij jW nstfthu of nlcvnapcr. dtfa.arjVss*. opmor.i 9'etened h«i9*n0o W c»:ttluteinv«:-«fti ajuce w wota
sd Pt J» i n*of mjjiOfial pir poses anfl ttierei ©fe #«eoi 3 * o?i bj iu iwy pi m H i s etu-1 ty anc «' e w w at fini ca \o k c z" u ' cootpiiip ©j mi u art i optn.ons e« cf r d< t as pf; he 0 at c wm ten .ird a re sub/tx 11 u thango w unwi noi ire (ic ept a jrh n rw> s*

'('SunKrt^ faw Wcnnrnpbjijr ^ail op: ©e responsive >u* dnv irjijirtg •JeiiSiDns dam^ei m oihpi Icssbs icsuhiriO fiom pi rt-latpo to. rc ifi'uimaiion. cata a‘dfvtei y ppi'ipn* ©r ihc.i iap **ie •i'i;iniai.©ncon>a,ftrd herein i* ihp cwpune'a'V pfup*cv c1 
.VyningstarantJ n,-dynot wwwJjced n **i.'lftorr :at!. or jsrt.r ary maiv»e«.»v^ayi thtum!fw»iMrncar4entofV»F'riBsi.ii T©o'1e»reprnis cell ti 352 6?C*5100 Trrkewihi HNea'cr, uil-t S« Us: osge i©* i^tantjiscicsu'es
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Morningstar Analyst Forecasts

Financial Summary and Forecasts

fiscal Year Fails in Der.Hmtw forecast

3-Vnar 5 feat
Growth |% YoY) Hist. CASH 2011 2111? 7QI3 ?ou 70)5 Proi CAGK
Revenue -4.1 6.3 -15.9 11.8 9.0 6.6 7.1
EBI1 68 -0.2 12.7 8.4 14.9 9.2 10.4

[BlfOA 3.9 -10 9.6 6.4 11.4 92 9.4
Net income 13.2 14.1 12.4 13.0 9.7 86 98

Diluted EPS 90 10.8 7.9 8.3 7.8 7.9 7.7

Earrings Before Interest, after la* 44 10.4 4.1 -1.0 18.4 5.4 8.7
Free Cash Flow ■237.7 •88.9 339.3 637.2 -61.0 182.0 —

3-Ycar !i YM
I’rulitjtiilily Hill Avg 2011 Ml? 20 lit ?OI4 7015 Plot Avjj

Operating Margin % 18.6 15.3 20.5 19.9 21.0 21.5 22.1
EBITDA Margin % 28.7 24.3 31.6 30.1 30.8 31.5 372
Net Margin % 7.9 6.5 8.6 8.7 8.8 9.0 9.3
Free Cash Flow Margin % -1.7 0.3 1.4 -6.7 -2.4 ■6.4 -3.4
ROIC % 7.3 7.6 7.5 6.9 7.5 7.3 7.3
Adjusted ROIC % 10.0 10.6 10.2 9.1 9.8 9.3 9.2

Return on Assets % 19 1.5 2.0 2.4 23 73 2.4
Return on Equity % 7.7 6.0 7,9 9.3 9.0 94 97

3-Year !i Ycjf
1 evifrayo Hisl Avy 7011 2(117 ?rm Wl-t jun I'roi Avg

Oebt/Capital (7 60 0.61 0.59 0.60 0.61 0 63 0.62

luial Uebt/LWIDA 5.23 5.45 5.06 5.19 5 14 5 19 5 05
FBITDA/Imerest Expense 3.94 3.88 3.83 4.11 4.08 4 04 4.12

Valuation Summary and Forecasts Discounted Cash Flow Valuation
?0t? 2013 POutfi mm Turn Vo1u« Pur Snare

USD Mil i%) Value
Price/Fair Value 1 00 1.22 _ _

Price/Earnimjs 17.0 20.8 22.7 21.1
Present Value Stage 1 -974 -5 2 •3.05

EV/EBH DA 9.9 11.7 11.3 10.3
Present Value Stage 11 1407 7.5 4.40

EV/EBIT 15 2 17.0 16 6
Present Value Stage III 18.225 97.7 57.04

Total Firm Value 18,657 100.0 58 39
Free Cash Flow Yield % -3.0 -4 4 ■4 6 ■45
Dividend Yield % 3.5 3.0 7.7 2 8

Cash and Equivalents 70 _ 0.22

Debt -8.834 _ •27.65
Key Valuation Drivers Preferred Slock — — —

Cost ol Equily % 10.0 Other Adjustments 35 — 0.11

Pre-la* Cost ot Deht % 50 Equity Value 9.328 - 31.07

Weighted Average Cost ol Capital % 6.7

Long-Run Tax Rate % 35.0 Projected Diluted Shares 320

Stage 11EBI Growth Rate % 7.0

Stage II Investment Rate % 87.5 Fair Value per Share (USD) —

Perpetuity Year 15 the d.iia in thi; uWk above represwir iMur-case Iwrcnsts m ihci conipanyi icoun.iK)
currency as ol the beginning ol the current year. Our tan value estimate may drlc r Irnm the
equity vtiilui: per share shown above due 10 our lime value ol money adjustmem and m cases
wt»eie yfubdtjility-weigh ted scc'n.vio dfldivi'S * t>erfom*.kij.

yorungvtar^Oii All Roscmm] C(rt'< Rat:nj^ & Rcsra'th iSD-oJucec o>fefi3 Pv Meirafiptra'. Inc. ivftich i; inor rcg-iwcs-viif the U S SKu<it'fS 3M3 Uchan^e Cummissior. ei j rvaiio^ailr Retooni^d Raiing OigjfliwiitK.
rVS8,3'l U*iMi O'.heiNViS' tioviCrfl .n /t »ti.va.r* fOu nav use IN s reyof* yHy fti ih? :ouniry *n wflichits cjugitijl CibluhjNK is WSisI inNrfr-rix 3ar> aralyties a*d op^njns pMJsemod Vrpifi dC nc? icmiiiioie ajmcf arf &in».iii'd
sii*cJ» n?1 rcyTOiicKiaf otnsoces an5f*(?fe(o*j jic not a* f'^1 lotwyv scsi a security anj 3*e w wjoamw *» »crt'*fi o< att^ai? lh£ tifuniofts ^‘OtfS55fl vf 3S o* :ne d.ste wi jfM and a<c supioit 10 ctianje wittiou' ?«oi<e Uc»o: at :nie'»v'W
•psoift^ r» law srvail ru*' t* ’rspjjfjitt id' an> ocissicn; oairsa^es c: cfo<;i Jcsss*. itSyMing tn *^3103 ra i^c ifitj'inatitM. zi'2. a'afy.es ck optt.^s ii' ihm nw 'lie iii,e,'rancxi tg*it air rtf tiffin >s it*fi ntttf cta'y Dfop^iv o'
Vyr-tcsn*'aW ~^y'u're t»p;t>»(C*d .r wntlf O'«* pail ir ,sed « ii»y ^inre/. W'l-c.ut :Sf jyirv wntreti rwento'Vt**.nQUJt looJOe'fPCM'rrs tall«1 JlHSte’lXl M'tensc rryp jp*f 9^ call «l 31? See l3Si o:gc’i“ •^C&n?nrfts:W.,'fS
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38.58 win 32.00 usd 22.40 usd 43.20 usd Medium Narrow Stable Standard BBB Utilitios - Regulated

Momingstar Analyst Forecasts

Income Statement (USD Mill

fiscal Ycai Ends in lleremuai /nrefTKf

7CIH I’Oiz zui3 ?0M 2015
Revenue 6,019 5,061 5,657 6.169 6.573

Cost of Goods Sold 2.556 1.542 1.816 2.044 2.129

Gross Profit 3,463 3,520 3,842 4.125 4,445

Selling. General S Administrative Expenses 1.723 1.C63 1.874 1.976 2.115

Other Operating Expense (Income) 295 288 301 297 307

Other Operating Expense (Income) -15 -32 -36 ■45 -49

Depreciation & Amortization (if repotted separately) 538 562 577 603 658

Operating Income (ex charges) 922 1,039 1,126 1.294 1,413

Restructuring & Other Cash Charges 17 -4 -l 8 — —

Impairment Charges (if reported separately) — — — — —
Other Non-Cash (Incomel/Charqes — — — — —

Operating Income (inc! charges) 90S 1,043 1,143 1.294 1.413

Interest Expense 377 418 415 465
%

Interest Income •61 2 24 5

Pre-Tax Income 467 626 753 834 906

Income lax Expense 163 216 262 292 317

Other Alter-Tax Cash Gains [losses] -5 6 6 — —
Other Alter-Iax Non-Cash Gams (Losses) — — 35 — —
(Minority interest) — — — - —
(Preferred Dividends) — — — — —

Net Income 299 416 532 542 589

Weighted Average Diluted Shares Outstanding 289 300 314 319 321

Diluted Earnings Per Share 1.03 1.39 1.70 1.70 1.83

Adjusted Net Income 389 437 494 542 589

Diluted Earnings Per Share (Adjusted) 1.35 1.46 1.58 1.70 U3

Dividends Per Common Share 0.92 0.04 0.98 102 1.06

EBITDA 1,443 1.605 1,721 1.897 2.071

Adjusted EBITDA 1,460 1,601 1,703 1.897 2.071

$ WOF'vngs**' Al flf^hts Rttavefl ^giTi's t'fCt a cv&ojcec »no thetMty lx. is not r*gjysio2 wi* ^ U S $«cuotes Cormisiort a* zal cat«r,3 Organ iau»
i'Ns,S20*l Ub^w o,r*B»iSip'«vtae3 *3 seMra** a-yst-eni r*>o mdr ia? ^vtppor*. Mir <n the :d«t17 ib evtith iti a H>eircany:icri 0315 3A3lf<s$ 3*jj oD.r.ty,'. Sc mji wiiiimv inveveei 3>i« p»<r»»cirt3

for •Ms-yhtf.jl 3Bdr*»eistore *? not a* o*ler totui o> Mil a MCctii> infl m 101 wirjjnteCio K cdnsJh cotioIlh o« *uu ate Th* cjiftiw eafses'^C ate as a1 :hc 03!',»vt':ier>3h(3 ve 10 ihanae wtif-xn net.ti E*t«i 35Ctr>c»W'M
■^Su'r e<3 Or 1 sw K\n ngst ai ih^l 'id*, pe re;t>i7‘S»?fc'» 3 «> u ad * j 02: isiciftv CdnaHes or wiei i;i «s >«uItj rg 11 om y» ■ ®1 jteo ta u 11 nto* rj: 1 ob : j :a a' a<v ies o» w 'tofts i?t tfK '> u*s*‘ T *p trii y ftat u« com b iec > s iSe opt.eja y $• ok <•»Qt 
Vcy rvn;s5 thi t a> r .ij 11 kucW ytco. n «vh-j? or 1*. w 11. o* ■. t lc rt any irutnr*, «1 * oyt ih? p#■ yr wrmco c cm cer: 0* Uor a < log- 0.1 Mtw iMi ai 1.1 31 ? frS6-< 1 CO ‘c haul the 1 • *a ■' tjil«1 > 1 ? fe96? St r lav p*qp \>y rmc*m 13 ni .1. *ies u1 es
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Last Price Fair Value Consider Buy
38.88 USD 3?.00 USD 22.40u$O

Consider Sell Uncertainty
<13.20 uso Medium

Economic Moat,u Moat Trend111 Stewardship Momingstar Credit Rating Industry Group
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Morningstar Analyst Forecasts

Balance Sheet (USD Mill

t isral Yf.ii fnils n DiyniT.hPi hrecosi
?(in 201? 2013 sou ?0I5

Cash and Fqmvalents T72 83 35 209 15!
Investments — — - — —

Accounts Receivable 855 907 1.006 1.099 1171
Inventoiv 566 496 500 560 583
Delerred lax Assets (Current] — — — — —
Other Short Term Assets 655 866 618 750 750
Current Assets 2,248 2,352 2,159 1617 2.655

Net Prnperty Plant, and f (iiiipmem 11.800 12.916 14,365 15343 17.310
Goodwill 3.677 3.67/ 3.666 3.606 3.666
Other Intangibles ?98 287 276 7/6 276
Deferred Tax Assets (long-lerml — — — — —
Other long-Term Operating Assets 2.685 2.613 2.188 2.561 2.689
Long-Term Non-Operating Assets — — — — —
Total Assets 20,708 21,845 22,654 24,963 26,595

Accounts Payable 435 539 619 697 726
Shon-Teim Debt 1,687 1.284 1,241 1.250 1.250
Deferred Tax Liabilities (Current) — — — — —

Olher Short-lerrn Liabilities 1.525 1.479 1,319 1.500 1.500
Current Liabilities 3,646 3.302 3,178 3,447 3,476

Ini tg-Tcrm Debt 6.767 6.819 7,593 8.500 9.500
Deterred Taxi iahililies llung-lerinl 2.542 7.953 3.2/8 3.632 3.9 72
Otfier Long-Term Operating Liabilities 3,256 3.216 2.718 3.252 3.236
long-lenn Non-Operating Liabilities — — — — —
Total Liabilities 15,711 16,290 16,767 18,830 20.184

Preferred Stock _ _ _ _ _

Common Stock 3 3 3 3 3
Additional Paid-in Capital 4,168 4.598 4.690 -1.725 4,760
Retained Earnings (Delicti) 917 1.060 1.786 1.50? 1.750
(Treasury Stock) -31 -41 -49 -19 ■19
Other Equity -60 -66 •44 -19 ■54
Shareholder's Equity 4,997 5,554 5,887 6,133 6,411

Minoiily Iniemst _ _ _ _ —

Total Equity 4.997 5,554 5,887 6,133 6.411
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Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic MoatrM Moat Trend™ Stewardship Momingstar Credit Rating Industry Group
38.58us;d 32.00usd 22.40tJSO 43.20us[) Medium Narrow Stable Standard BBS Utilities - Regulated

Momingstar Analyst Forecasts

Cash Flow (USD Mil)

Fiscal Yfiai Fnds in Dfirnnher _____ / precast
JOli 701? 2013 you 2015

Net tricorne 299 416 532 542 589

Depreciation 538 562 577 603 658

Amonization — — — — —

Stock-Based Compensation 39 45 51 49 55

impairment of Goodwill — — _ — —

Impairment of Other Intangibles — — — — -

Deferred Taxes 178 305 287 J54 340

Other Non-Cash Admstments 217 25 •65 — —

llncreasel Decrease in Accounts Receivable 220 •51 -95 -93 -72

llnct easel Decrease in Inventory •142 62 -9 -60 -23

Change in Other Short-Term Assets -274 -157 81 ■137 —

Increase (Decrease! m Accounts Payable -155 57 68 78 29

Change in Other Short-Term Liabilities — — — 181 -

Cash From Operations 920 1,264 1.427 1.523 Mjk

(Capital Expenditures) -1.125 -1.499 -1.880 -7.081
m

Net (Acquisitions). Asset Sales, and Disposals 9 26 18 — —

Net Sales (Purchases) of Investments — — — — —
Other Investing Cash Flows •34 51 •148 160 ■143

Cash From Investing •1.149 -1.422 -2.010 -1.921 -2268

Common Stock Issuance (or Repurchase) 21 374 36 35 35

Common Stock (Dividends) -258 •2/3 -306 -328 -341

Short-Term Deot Issuance (or Retirement) -23 •582 •78 9 —

long-Term Debt Issuance (or Retirement] 541 656 794 9Q7 1.000

Other Financing Cash Flows — — — ■49 ■53

Cash From Financing 281 ITS 445 576 641

Exchange Hates. Discontinued Ops. etc. (net) -50 8 129 -5 -5

Net Change in Cash 2 25 -10 174 -58
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{Nl US Equity - $ 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.

B 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 $4B in net 
investment today to $12.5B by 2020. 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 growth 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.

September 29, 2014

Trading Inct Fuii'daitfenfc 

Target Price $49

Current Price S 40.84
52 Week Range $ 30 - S 41
Market Cap. ($MM) $ 12,878
Share Out. (MM) 315.3
Dividend Yield 2.47%
Dividend Pavout Ratio 62.4%
ROE 9%
Debt to Cap 60%
Avq Daily Vol (ooo) 3,562

* Price Performance - - YTD LTM

Nl US Equity 24% 32%

Utility Index 10% 11%

S&P 500 7% 18%
I

$43

O O O O O Q

Source: FactSeVWolfe Research

Key Changes.

Year New Old

Target Price $49 $44

Estimates/. Valuation _ .-T -T!” ' a , '. , * * i
i(us$r 2014E 2015E 2016E 2017E

EPS $1.69 $1.89 $2.03 $2.21
Consensus $1.71 $1.84 S1.99 $2.07
P/E 24.lx 21.6x 20.lx 18.4x
Dividend Fter Share $1.02 SI.11 $1.21 $1.32
Dividend Yield 2.5% 2.7% 3.0% 3.2%

Steven Fleishman 
(646) 582-9241
SFIeishman@WolfeResearch.com

Alex Kania
(646) 582-9244
AKania@WoifeResearch.com

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 eF 
this report for Analyst Certifications, Important Disclosures and Other Disclosures.
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NiSource Snapshot
Exhibit 1. Financial Summary Exhibit 2. Modeling Assumptions

Financial-Summary 2014E 2015E 2016E 2017E Model Assumotions 2014E 2015E 2016E 2017E

EPS $1 69 $1.89 $2 03 $2 21 Total Danital Rnendino bv fienmnnt l$M1

DiliAed Shaiaa Oulslanding 214 319 326 330 Gas Distribution $790 $790 $760 $730
Dmdends Per Share SI 02 $1 11 $1.21 $1 32 Transmission & Storage 825 1.255 1.542 1,474
Dmdend Yield 2.5% 2 7% 3 0% 3 2% Electric 440 593 593 593
Dividend Payout Ratio 60% 59% 60% 60% Parent 125 50 50 50
Equity Raho 39% 39% 39% 37%

Total Capex $2,180 $2,688 $2,945 $2,847
FFO/Net Debt 14% 14% 13% 13%

Ualnatiqn Mfthf?
Finartcinas (SMI

P/E 24.lx 21 6x 20 lx 18 4x
Total Equity lssued/(Repurchased) $45 $300 $275 $45

2 lx Total Debt lssued/(Repurchased) $1,078 $1,180 $1,448 $1,338

Source: Wolfe Utilities & Power Research
Segment EPS

Gas Distribution SO. 75 $0 83 $0 89 $0 95

Transmission S Storage 0.60 0 72 0 81 094

Electric 055 0 57 0 59 0 61

Parent S Other (0 21) (0 23) (0 26) <0 29)
Total EPS SI.69 $1.89 $2.03 $2.21

FRITDA by Seoment

Gas Distribution $701 $775 $845 $907

Transmission & Storage $565 $676 $792 $931

Electric $589 $615 $641 $667

Parent $16 $16 $16 $16

Total KIT $1,869 $2,082 $2,294 $2,520

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 northern 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.

Investment Thesis_______________________________________________________________

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 
current 5%-7%. 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-term performance 
of an MLP. Upside risks are additional growth projects in 
midstream.

Exhibit 3. 2016 EPS by Segment

Source: Wolfe Utilities S Power Research

Exhibit 4. Performance Chart

$43

$41

$39
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Source: Bloomberg
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Investment Conclusion
Nl remains one of the best ways to piay 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 MLR, 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-term EPS growth potential for the business through our forecast period 
(2019) but also in 2020 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 classic” 
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

Regulated Operations Valuation Metric Estimate

Valuation

Multiple $MM Value

Electric Utility P/E 193 16.0 3,082

Gas Distribution P/E 289 16.5 4,775

Parent Drag P/E (83) 16.5 (1,372)

Equity Value of Utility 6,485

MLP Valuation 2019E

LP Stake

Total LP Distributions 449

Less Taxes on Distributions (99) Assume 20% tax rate

Net After Tax Distributions 350

Target Equity Yield 5.00%

Equity Value of MLP LP 5,884 Discounted back 3 years

GP Stake

Total GP Distributions 241

Less Taxes on Distributions (84) Assume 35% tax rate

Net After Tax Distributions 157

Target Equity Yield of GP 4.00%

Equity Value of MLP GP 3,290 Discounted back 3 years

Total Equity Value of MLP to NiSource 9,174

NiSource Equity Value $15,659

Fully Diluted Outstanding Shares_______________________________________________________________________________ 318.7

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 
9/30/2015 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 electric/gas 
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 $1B 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 $3B of upside 
projects under development though with high confidence in completion. These would include the 
Mountaineer Xpress project, a 1-1.5Bcf/d pipeline which is wrapping up an open season shortly. 
Importantly, management noted that no external equity beyond units issued by the MLP would be needed to 
fund this growth.

■ Utility growth of 4%-6% appears conservative. Management outlined long-term rate base growth for 
both utilities approaching 8% annually, though suggested that this supported EPS growth of 4%-6%. 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 8% rate base growth story could in fact be higher 
than 4%-6%. 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 
growth 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 60%-70% payout, with growth mirroring the level 
of EPS growth. 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 growth potential of the pipeline business and the 

capacity of 15% distribution growth of the MLP we expect overall dividend growth to be robust.
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DISCLOSURE SECTION

Analyst 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 report 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.

Important Disclosures:

Wolfe Research, LLC Fundamental Valuation Methodology:

Company: Fundamental Valuation Methodology:
Nl US Equity Sum of parts: P/E on utility, EV/EBITDA on midstream

Wolfe Research, LLC Fundamental Target Price Risks:

Company: Fundamental Target Price Risks:
Nl US Equity Economy, regulatory outcomes, project execution

Wolfe Research, LLC Research Disclosures:

Company: Research Disclosures:
Nl US Equity None

Other Disclosures:

Wolfe Research, LLC Fundamental Stock Ratings Key:

Outperform (OP): The security is projected to outperform analyst's industry coverage universe over the next

12 months.
The security is projected to perform approximately in line with analyst's industry coverage 

universe over the next 12 months.
The security is projected to underperform analyst's industry coverage universe over the 

next 12 months.

Peer Perform (PP):

Underperform (UP):

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

Market Underweight (MU):

Market Weight (MW):
U S.) by at least 10% over the next 12 months.
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.
Expect the industry to underperform the primary market index for the region (S&P 500 in 
the U.S.) by at least 10% over the next 12 months.

Wolfe Research, LLC Distribution of Fundamental Stock Ratings (As of June 30, 2014):

Outperform: 42% 3% Investment Banking Clients
Peer Perform: 49% 1% Investment Banking Clients
Underperform: 9% 0% Investment Banking Clients
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Natural Gas IQ: Notes from Miami-AGA Conference

The Natural Gas IQ is aimed at developments in the natural gas infrastructure 

space, and impodantly, the implications for our pipeline equities.

2014 AGA Conference. Perhaps it’s the 10% rally in US utility equities year to 

date, perhaps it's the 17% rally in the 10-ycar bond market, or perhaps it's just the 

draw of Miami in spring time after a severely colder than norma! winter, but this 

year's American Gas Association (AGA) conference was certainly better attended 

then the last several years. We look the opportunity to meet with close to 10 names, 

including Outperform-rated TransCanada (TRP) and Spectra (SE), as well as 

Market Perform-rated AGL Resources (GAS), Ccnterpoint (CNP), National Fuel 

(NFG), NiSourct* (NT), Questar (STR), UGI (UGI) and One Gas (OGS, Not Rated). 

While our incremental take-aways on each are bulleted beginning page 2, we’d also 

note from a high level a couple of dominant themes that echoed in several of the 

meetings and investor conversations:

Theme 1—winter demand underscoring greater need for infrastructure. The

primary lesson from this winter is the value of linn capacity, particularly, but not 

solely directed to the Northeast. Several utilities also noted distribution systems 

reached higher peak-day demand above design capacity, and in some cases greater 

than what the underlying wcathcr/degree-day data would have suggested. In short, 

baseline demand appears higher, and this in turn is creating opportunities for 

additional pipeline capacity/demand services to supply the utility and/or its C&I 

customers, as well as for new load management/peak-shaving investment; those 

with particular positive exposure here are AGL and UGI.

Theme 2—M&A- While M&A inquiry is always present at such events to one 

degree or another, a recent spate of LDC transactions over the last six months done 

in the healthy ] lx-12x EBITDA range, had this topic more front and center than 

usual. Chatter appears to be high both on possible buyers and sellers. While nothing 

so developed as becoming a rumor mill, the standard management refrain appeals to 

be a) yes, we’re looking/open to acquisitions for the right opportunity, but b) 1 l-12x 

EBITDA is too healthy, yet c) given unsuccessful bidders involved in recent 

transactions may still be in the hunt, M&A multiples (especially in context of 2.5% 

10-year Treasury yields) may not be scaling back anytime soon. Potential buyers of 

assets are CNP, UGI, and AGL; by the same token, of those who have utilities but 

wc believe are not contemplating utility M&A are NI, SE, and OGS.

Gas Industry Snapshot

NYMEXNatural Gas 12-Mo. Strip ($/mmbtu): S4 50

Weekly Change 1.1%

YTD Change 7.0%

NYMEX Crude Oil 12-Mo. Strip ($/bbl): $98 22

Weekly Ctiartge 1 7%

YTD Chartge ?.5%

Natural Gas Liquids (40% ethane. $/gal): SO 87

Current $ Correlation to Spot Crude CM 30%

Weekly Change 0 6%

YTD Change -9 7%

Processing Frac-Spread (Gulf Coast. S/gal) SO 49

Weekly Change 00%

YTD Change ■182%

LNG U.S. Imports (monthly avg, Bcfld): 0.09

Monthly Change ■ 10 0%

Y-o- Y Change -50 0%

Natural Gas in Storage (Bcf): •10510 1160

Vs Mis veeh Iasi year -59 tol.964

Vs Itns neck ary -88 10 2.128

Natural Gas Directed Rig Count: +3 to 326

Weekly Change 0 9%

Y-o- Y Change •79%

Slock Performance: Weekly

LB Gas Dversifieds 0 9%

LB Gas Utitlies 0 9%

Canadian Pipelines -0 1%

Canadian hcome 0 0%

LfTY (Fhiadelphia UUity lnde>) ■16%

XOP(SSP EfiPSFCR) ■1 9%

OSX (Oil Service Mdex) -0 8%

S&P500(SPX) ■1.3%

10-Year LB Treasury View -3 7%

Stock Performance: YTD

US Gas Dversifieds 11.2%

US Gas UiHies 6 2%

Canarian PpeSnes 8 8%

Canadian income 12. 7%

U1Y (Riiiadeipnia utiiny voo) 7.6%

XOPISSPEAPSTOR) 8 5%

OSX (QI Service Mdex) f ?%

SAP500 (SRC) f.3%

10-Year LB Treasury YieW •170%

Al data priced as of close ktay 20.2014 in LBS
Source Sloomberg. BA. Waterborne. Baker Hughes. Halts. Cornany data
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AGL Resources (GAS, Market Perform, $50 PT)—John Sommerhauldcr (CEO), Drew

(CFO), Steve Cave (Treasurer), Hank Lingingfelter (EVP, Distribution Operations)

• Reserve Investments in Virginia advance. Recent Virginia legislation allows for AGL to invest in 

natural gas assets (reserves, pipes) and earn a rate base return. Specifically, AGL is looking to 

secure 25% (max allowed) of its Virginia supply (via at least two contracts) with producers where 

AGL would own the reserves and earn on that investment, as well as secure a fixed gas cost for its 

LDC. Discussions are ongoing, and while wc don't expect anything imminent (i.e., day one on 

July 1), wc think a transaction is still possible by year end. Such an investment is small in the 

grand scheme perhaps, but nonetheless helps secure the targeted 4-6% EPS growth rate; additional 

leverage could be possible if AGL can translate this opportunity into other jurisdictions (Florida, 

New Jersey).

• Potential Virginia pipeline investment. AGL is in discussion with Dominion (D, $68.92, Market 

Perform, covered by Mike Worms) regarding its proposed pipeline extending from 

MarcellusAJtica production to markets in Virginia and North Carolina, with an estimated in 

service of late 2018.

• Potential IL pipeline investment. Driven by higher-than-expected peak demand during this past 

winter’s severe weather, AGL is in discussion with Tallgrass (TEP, $36.80, Not Rated) regarding 

a proposed 75-mile lateral off of REX into northern Illinois in order to serve Nicor. Similar to the 

Dalton project with WMB, AGL would like to be a shipper as well as own an equity share in the 

new lateral, which represents upside. We anticipate an announcement by early 2015.

• A longer-term investment opportunity is LNG peaking in Florida, which is needed concurrently 

with the in service of SE’s Sable Trail (expected May 2017) to balance the load and provide 

system reliability, noting storage is not accessible/practical. For the entire market, the total 

investment need is ~-$500mm (multiple trains, tanks), and AGL could get a portion of that 

its experience with LNG peaking in Georgia and Tennessee. No specific project is known y 

AGL remains in active discussions, noting all Florida LDCs need to be aligned.

• AGL remains interested in future M&A. although it does not see attractive deals at current 

multiples, affirming its prudence.

CenterPoint Energy (CNP, Market Perform, $26 PT)—Scott Prochazska (CEO), Gary Whitlock

(CFO), Joe McGoldrick (EVP, Gas), Scott Doyle (SVP, Regulatory Affairs)

• Oncor M&A remains on the watch list. With bankruptcy proceedings for Energy Future Holdings 

currently underway, management reaffirmed its long-known interest in Oncor, if 1) the package 

included primarily transmission and distribution assets rather than non-core assets, and 2) it would 

be accretive to shareholder value (i.e., depends on the multiple). Given only modest operating and 

back office synergies, current M&A multiples (at least those on the gas side in the 12x EBITDA 

range) could inake such accretion challenging. Importantly, management underscored that 

regulators viewed the potential for broader standardization of T&D services across ERCOT as a 

positive, and it expected minima! regulatory pushback from its potential increase in ERCOT 

market share, which we understand could reach 80% of the Texas T&D market, pro forma.

• ERCO T transmission. CNP is currently in discussions with regulators to purse a $600 million 

project within its CEHE service territory. While ERCOT is currently pushing for a 50/50 joint 

venture with a partner, CNP believes it has -adequate justification to be awarded the full project. A 

decision on the project’s ultimate ownership split will be made sometime in July, with a decision 

to construct sometime in 2015. This project is in addition to the company’s $6B budget outlook.

• Dividend policy. Management reaffirmed its dividend will be bolstered by 90%-100% of Enable 

Midstream cash flows and 60%-70% of utility earnings. While a more fulsome dividend policy

BMO Capital Markets
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will be articulated at its June 30 analyst day, management stated it would likely provide a range of 

growth for its five-year budget horizon. As we have stated previously, we believe CNP can sustain 

an 8% dividend CAGR, the midpoint of our estimated 6%-10% range.

• Minnesota rate case update. As part of its recent rate case within the Minnesota LDC jurisdiction. 

CNP recently received ALJ approval for $17 million rate increase versus its initial S29 million 

request; we have modeled in $23 million, creating a penny drag to expectations. Also of note, 

CNP was awarded three-years of volume decoupling to commence in July of 2015. which should 

eliminate the need to enter into weather hedging, with roughly the same level of protection.

National Fuel Gas (NFG, Market Perform, $75 PT)—Ron Tanski (CEO), Dave Bauer (CFO),

Anna Marie Ccllino (President, LDC), John McGinnis (SVP, Seneca)

• Corporate restructure. NFG reiterated that while its board remains open to ideas, its integrated 

model (highlighting a host of operational and financial synergies between its LDCs and other 

businesses) has created tangible value over the years. Our own view is that given its utility history, 

we don't expect any change in the company's structure, beyond the eventual creation of an MLP.

• Marketed capacity. NFG stated it has received significant marketer interest for its 190 mmef/d of 

capacity on the Atlantic Sunrise project. The company is currently evaluating several offers on a 

portion of the capacity that could serve as a bridge (likely on a portion of the committed capacity) 

to protect basis in 2016 (and possibly even 2015) with hopes of finalizing agreements soon.

• EDA basis outlook. With respect to its outlook on EDA basis, management believes that fear of 

even small outages causing significant ripple effects on price is the primary reason marketers 

around central Marcellus (Leidy) are offering significant basis discounts, and as such, NFG has 

faced challenges in locking in basis contracts longer than a month. While management believes 

that Atlantic Sunrise and the proposed Dominion pipeline will ultimately provide basis relief to 

the east, this is unlikely to come to pass before 2018.

• WDA basis outlook. On WDA basis, NFG expects Dawn to trade roughly at parity to NYMEX (as 

do we) within the next three to five years as new supply comes into the Canadian market, 

particularly as the larger REX reversal and proposed NEXUS come into fruition. Importantly, 

management stated it was amenable to $0.50/mcf discount to NYMEX to How its production west 

on REX. but less willing to pay discounts up to Sl/mcfe that come with newer, greenfield 

pipelines.

NiSource (Nl, Market Perform, $36 PT)—Bob Skaggs (CEO), Steve Smith (CFO), Glen

Kettering (Pipeline CEO), Joseph Hamrock (Gas Distribution CEO), Jim Stanley (NIPSCO

CEO)

• We still anticipate an MLP announcement in 3014.'likely in conjunction with its September

analyst day. Given the robust amount of work done over the years, we would also not be surprised 

to see a concurrent SI filing once the green light is given. While the SEC review is always a 

wildcard, we believe this sets up a possible IPO timing in 3Q15. a few months earlier than 

expected. As we've outlined in the past, we anticipate any such move would be small initially, 

perhaps with annual EBITDA in the $50-75mm range, or -10% of the $600-$700mm total 

EBITDA from qualifying assets. But. through asset drop downs and organic growth projects 

(below), the MLP could hypothetically grow distributions at a 15-20% CAGR. The formation of 

an MLP would forego NTs ~$300mm equity need in 3Q1S as well as create the primary equity 

funding vehicle for NI going forward; as such, NI would also likely turn off its DRIP.

• The proposed Leach and Rayne expansion projects continue to orouress well. We still anticipate 

firm contracts and an official announcement detailing the projects around late summer/early fall,

Page 3 • May 21.2014
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setting the stage for 4Q17 in service. Although cost assessments are ongoing, the 
projects could exceed our previous SI .5B estimate (majority for Leach), further strengthenin^mm 

$2/sh NAV add (included in our $36 price target). Given the strong demand for the projects (3-4x 

oversubscribed in the non-binding open season), anticipated contract terms range 15-20 years for 

the l .5 Bcf/d of capacity at the header (Leach) and 800-900 mmef/d to the Gulf (Rayne).

• WB Express continues to develop with likely gas flows becoming clearer. While in a very nascent 

stage, sourcing gas from the middle of West Virginia WB Fxpress is targeting -800 mmef/d of 

westward flow (potentially to Leach) and ~500 mmef/d going east (potentially to Transco among 

others) with an estimated 4Q18 in service. Given only right of way work (e.g., looping, 

compression) is needed, WB Express should cost much less than Leach/Rayne; we estimate -SIB, 

or an incremental ~$l/sh, which is upside to our valuation. Although the project is commercially 

coming together faster than anticipated, firm contracts and an official project announcement are 

still not likely until 4Q14.

• More midstream investments to come. While we still anticipate another phase of the Pennant 

Midstream JV with Hilcorp, we note NI is in discussion with other Utica producers in the area that 

could lead to additional midstream investments in and out of the Pennant Midstream JV. Each 

project would likely be in the $i00mm-$300mm range, which would continue to strengthen NLs 

long term 5-7% EPS CAGR.

Questar (STR, Market Perform, $25 PT)—Ron Gibson (CEO), Kevin Hadlock (CFO), Craig

Wagstaff (COO, Questar Gas), Allen Bradley (CEO, Pipes)

• CNG calchinc investor attention. Management noted increased investor interest in the fledging 

CNG fueling initiative. As well, it also reiterated that growth of this business would continue on a 

cautious, customer-driven approach supported by contract commitments (or stations anchorod^L 
base customers, but then open to the public). To this end, STR expects to maintain its present^J^ 

of $25 million in annual spend (-7-8 fueling stations per year), which we expect will translate into 

a nickel of EPS (~3-4% of earnings power) by 2018.

• Other LDCs also entering CNG business. Interest in CNG related infrastructure has not only 

gained steam with other LDCs across the nation, but also with various state legislating bodies and 

utility commissions. In fact, management stated having conversations with various utilities trying 

to leverage STR's 25 years of experience in the CNG business to implement a similar model, 

albeit under a regulated framework.

• Southern Trails repurpose trackinu as expected. The Inland Express joint venture with Spectra 

continues to advance. Refiners remain supportive of the project, but we expect won’t sign 

contracts until a loading facility is permitted and approved (i.e.. project certainty). To this end, 

STR expects to make a decision on a site soon, followed by biological assessments and filing in 

the next couple of months (although that time frame could be tight). Coupled with commercial 

commitments, still targeted by year end 2014, the project remains targeted for in service late 2016.

Spectra Energy (SE, OP, $40 PT)—Pat Reddy (CFO)

• Positive bias to future dividend growth. Management reaffirmed its intent to grow its annual 

dividend at least $0.12 per annum. Higher growth above the implied 9%/yr could be possible if 

assets continue to perform at a higher than expected rate (c.g., of the $l75mm SE beat 2013 

guidance, roughly 50% was due to weather and commodity prices, while 50% was due to higher 

sustainable asset performance), or if NGL prices find a new baseline in their current $0.95/gal 

range, then a moderate bump to the long term growth rate remains a distinct possibility.
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• Nexus is still in the running. The three utilities backstopping Nexus account for '50% of capacity, 

and while as an organic pipeline the rate is greater than some of the re-plumbing brownfield 

expansions, market diversification remains important (especially to a high storage area like 

Dawn), and management notes that in getting close with a couple of large producers, it remains on 

track to commercially securing this project by year end.

• BC midstream opportunity. SE continues to target S1-S1.5B in midstream growth opportunity 

beginning in 2015; while the company is specifically chasing non-LNG linked producers, should 

Petronas achieve a final investment decision (FID) on its LNG project by year end as it has 

publicly indicated, then that event would greatly de-risk this level of investment being targeted 

(versus adding to the likely 2015 spend).

• SE is assessing a pipeline expansion into the mid-Atlantic. Two utilities (DUK/PNY) have an RFP 

for additional capacity into the North Carolina market. We estimate such a project would likely 

mimic Sabal Trail in size, implying a project cost north of $3B to deliver an incremental 1 Bcfd of 

capacity. Such a competitive process is likely to be dominated by those that can leverage assets 

around the region, namely Spectra, Williams (WMB) and Dominion (D), with a joint-venture 

(including shippers) definitely a possibility.

TransCanada (TRP, OP, $40 PT)—Karl Johannson (President of Natural Gas Pipelines)

• MLP drop downs still expected. TRP's MLP, TC Pipelines, remains a prime financing vehicle, 

and while the delay of XL has pushed back the timing of asset drops (speaking to the liming of use 

of proceeds aligning with cap ex), with a total portfolio of CS38B such drops are just a matter of 

time we think. We expect the next asset package ($500mm-$lB) in likely late 2014/early 2015, 

and if XL does get approval at year end as wc believe, we think TRP could engage in 1-2 asset 

drops per year the next 3-4 years.
• Great Lakes is expected to recover partially, but big test may not be until winter 2016/2017. The

recent contracting of ANR and the movement of some Marccllus volumes north could help Great 

Lakes, but the single dynamic most likely to spark a return to profitability is the debottlenecking 

of the Dawn market into Canada. This would in effect allow for more Canadian gas to flow south 

into Great Lakes before heading back into Canada. While the King's North expansion will come 

into service 4Q15, contracts in place keeping Canadian volume going “over the top” are in place 

through late 2016, thus implying Great Lakes is not likely to see a true vibrant winter market until 

2016/2017.

• Next izas pipe expansion is looking to Chicago. Given NGPL at peak capacity this past winter, 

TRP is seeking to expand ANR's capacity into Chicago. That said, should the market not prove 

ready, we expect the company to start assessing a second major expansion down to the Gulf Coast 

(in effect making both of its trunklines from the Gulf of Mexico bidirectional).

• Mexico to see additional growth opportunity. There are approximately 5 projects being bid, both 

on the US and Mexican side of the border. While TRP is unlikely to bid for all five, projects that 

are next to TRP assets make sense, and we sec them as the natural bidder on at least two new 

pipelines, one of which could be known this Sep/Oct. A larger prize may be the potential to 

become involved in liquids pipelines depending on how energy deregulation unfolds, which 

heretofore had been solely the realm of PEMEX.

UGI Corp. (UGI, Market Perform, $45 PT)—John Walsh (CEO), Kirk Oliver (CFO), Bob Beard

(Utility CEO), Dan Platt (Treasurer)

• Rebounding natural gas demand. UGI reiterated that the strength of natural gas demand is on the 

upswing, driven by the confluence of residential conversions along with small and large

Page 5* May 21.2014
BMC Capital Markols



Sector Comment

GAS-ROR-OIO
Attachment L

North Amefie^ Pipelines

commercial growth. This increased demand is under-appreciated by the market, and will 
result in ongoing price volatility in the 2014/2015 heating season (albeit not to the same degi^^ 

which will in turn spur support for additional Marcellus infrastructure takeaway solutions.

• Long-haul pipelines remain a priority. Although UGI continues to evaluate additional 

opportunities to grow its Marcellus gathering presence, management underscored that given the 

opportunities they are seeing, building a long-haul pipeline remains a strategic priority. The 

Marcellus area will see significant debottlenecking projects over the next several years, but UGI 

sees a long-term window of opportunity for multiple pipeline solutions. That said, management 

emphasized it will continue to stick with a disciplined approach prior to advancing a proposal.

• Majority of utility gas already being sourced from the Marcellus: regulators supportive. While not 

all directly connected, UGI is now sourcing approximately 70% of its gas supply needs from the 

Marcellus. Given the abundance of regional gas supplies, UGI believes that regulators are not only 

agnostic to the LDC’s use of directly connected Marcellus supply, but that the leverage of shale 

economics and benefit to ratepayers of cheaper gas make them supportive to doing more.

• Utility M&A remains on the table. Management expressed interest in continuing to expand its 

LDC presence through the acquisition of a Mid-Atlantic utility. Notably, UGI in the past has had a 

history of paying healthy multiples (as seen from the outside), but in making the acquisitions work 

to plan through successful integration; as such, we believe currently high take-out multiples would 

not be a deterrent if it found enough value within the opportunity.
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Company Data & Valuation

Exhibit 1: North American Pipelines Coverage Universe

Shares Indicated Dividend Net Tot Potential Indicated Potential
Price Price o/s Market Enterprise 201Se EPS Debt/ S&P Puce Oiv Total

Company Ticker FYE Rating Target 05120/14 (mm) Cap (mm) Value (mm) $ Payout Yield Cap Rating Appr Yield Return
BMO North American Pipeline Coverage Universe

U S. Commodity Sensitive
National Fuel Gas Company NFG Sep MKT $75 75 10 840 $6,309 $7,934 $1 50 48 2% 20% 38 4% BBB -o;% 2 0% 1.9%
Oneok Inc OKE Dec MKT $C6 6321 207 9 $13,139 $20,671 $2 24 123 6% 3 5% 72 2% SB- 4 4% 3 5% 80%
Specira Energy SE Dec OP $JJ 39 69 670 7 $26,619 $41,116 $1.34 70 8% 3 4% 56 4% BBB 58% 3 4% 9 2%
Wiliams Cos WMB Dec OP $45 46 33 685 5 $31,760 $48,761 $1.70 110 9% 3.7% 69 7% BBB- -0 7% 3 7% 30%

Average .90.4%. • 11% 59.2% 2.3% 3.1% 5.53

U.S. Gas Utilities
AGL Resources Fc GAS Dec MKT $50 52 29 1193 $6,236 $10,464 $1 88 61 3% 3 6% 53 8% A- -14% 3 6% -0 8%
CenterPomt Eneigy CNP Dec MKT $26 23 54 429 7 $10,159 $15,178 $0 95 78 8% 4 0% 59 5% A- 10 0% 4 0% 14 0%
NiSource Inc M Dec MKT $06 36 69 314 9 $11,553 $21,030 $0 96 54 3% 2 6% 60 3% BBB- -1 9% 2 6% 0 7%
Questar Corp STR Dec MKT $25 23 52 175 1 $4,119 $5,731 $0 72 56 7% 3 1% 55 7% A 63% 31% 9 4%
UGl Corp UGl Sep MKT $45 47.81 115 1 $5,502 $8,894 $1 13 36 7% 2 4% 58 4% A- -5 9% 2 4% -3 5%

lAveraoe- j' . 57.0%' • 11% 57.6% 0.8% 3.1% ' 4.0?

Canadian Pipes'
EnDndge Inc. EN8 Dec OP $57 52.10 834 6 $43,482 $82,280 $1.40 65 0% 2 7% 65 1% A- 94% 2 7% 12.1%
TrartsCanada Coip TRP Dec OP $57 51 09 707.7 $36,157 $66,482 $1.92 75 0% 38% 55 1% A- 116% 3 8% 15.3%

Avereae - 70.0% 12% 60.1% 10.5% 12% 1173

Canadian Income'

AllaGas ALA Dec OP $50 48 50 122 9 $5,963 $9,838 $1 50 67.9% 3 1% 48 2% BBB 31% 3 1% 62%
EnbMge hcome Fur»3 ENF Dec MKT $27 27 13 565 $1,533 $1,533 $1.34 118 5% 4 9% 0 0% -0 5% 4 9% 4 VA
GiCison Energy GEI Dec OP $34 30 85 123 0 $3,796 $4,665 $1 20 90 7% 39% 37 6% 10 2% 39% 14 1%
Intel Pipeline PL Jan OP $31 30 22 320 3 $9,676 $13.829 $1.29 85 7% 4 3% 65 5% BBB- 2 6% 4 3% 6 8%
Key era KEY R R R R R R R R R R R R
Pem&na Pipeline Corp PPL Dec MKT $40 44 45 319 8 $14,214 $17,385 $1.74 123 5% 39% 35 6% BBB 3 5% 3.9% 7 4%
Vaiener VNR Sep MKT $17 15 69 380 $596 $761 $1 00 95 2% 6 4% •1 9% BBB- 83% 6 4% 14 7%
Veiesen VSN Dec MKT $17 16 43 219 5 $3,606 $5,023 $100 395 3% 6 1% 45 7% BBB 3 5% 6.1% 96%

Average. • i. 139.5% 4.6% 33.0% 4.4% 4.6% *' 9.0%

Source: BMO Capital Markets estimates. Company Data.
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Exhibit 2: BMO North American Pipeline Comparative Valuation - Estimates

Ticker
Prteo Divide nd opt rtti Q EPS Operating CFPS EBITDA Estimate RO€

Company 2816E

BMU North Amir'can f cpolmi Coverage Uni 0 tee
U.S. Commorlltv Sermllvi

Ndtentl Puel Uo* ournpan, 511 iB t«: 1% ^2 I0 \H
Orieok tnc. OKE C3?l 35% S1 76 51 68 $1 61 Sl 31 53 92 52 69 S2 62 52 80 51.625 51,628 $1,798 $1,798 14 8* 35 8* 28 7% 33 6%
Spectre Energy SE 36 89 3 4% S1 64 51 67 S1 70 Sl 65 53 35 S3 48 $3 33 $3 47 $3,367 53.198 $3,351 S3.623 1? 9% n 3% 11 2% 11.9%
Williams Cos WMQ 46 33 3 7S SO 61 si.ia Sl 53 12 11 52 8? S3 24 54 44 54 99 S2.709 $3,320 $4,292 54,911 n 5% 17.3% 22 3% 30 0%

3.1S 13 1% 19 2* 16.1% 21.6%

US. UPhtiee
3 6% NU St.iW

CorterPoml Erergy CNP 23 64 4 0% Si 20 51.16 Si 20 Sl 21 53 39 53 69 $3 89 $4 00 $1,499 51.604 SI.773 Si.787 11 9% 11.5% 115% M 4%
hiSouno Inc M 36 63 2 6* Si 57 Sl 69 51.77 NM $4 37 $4 45 S4 25 NM $1,740 $1,933 52.037 NM 6 6% 8 6% 69% WA
OoesUr Corp ST9 23 52 3 1% 51 21 51 ?6 51 27 Sl 32 52 83 52 52 52 60 S2 67 $429 561? 5621 S643 17 8% 17 3% 16 6% 16 2*

UGI Coro UGl 47 81 2 4* S2 44 S3 02 $3 08 S3 01 $4 77 $5 73 S5 55 SS 52 SI.197 $1,352 Sl.334 $1,317 7 6% 9 3% 9 7% 10 2%

Avsrnna 3 1% 109% 12.1% 11.2% 12.6%

Canadian Pin***

bnondge inc ^ "ft V2 K & S4« ' 1?4* in*
TrenaCeneda £0^ TRP 51 00 3 0% 52 24 S3 50 ST 56 S2 66 55 65 55 78 15 57 SE. 71 54.793 $5,524 $5,475 15.651 9 7% 10 6% 10 5* 10 6%

Ava raoa 3.2% 13.6% 13 8% 14.0% 14.3%

Canadian Inco*^*'

ARaGas 3 1% W 15 53 35^ 54 9 0%
Ehbni^e Intorns Funo ENf 27 13 4 9% Si 65 SI 13 SO 74 50 75 51 56 51 46 SI 37 S1 30 $91 $92 593 $95 6 6% 4 4% 3 0% 3 1%
Gibson Energy GEI 30 85 3 9% Si 06 51 11 Sl 32 NM S? 65 52 64 $3 10 NM S427 54.16 5499 KM 6 4% 6 0% 71% fi'A
ITfer PtOeline pi 30 22 4 3% 51 05 St 17 51 51 $1.43 $165 SI 65 52 52 $2 47 $1 089 5754 5972 $1,029 12 6% 12 8% 15 6% 15 1%

Keyera KEY 7b 43 3 4% 51 87 52 79 S3 27 53 57 54 55 $5 IS S6 50 $6 99 540? 5508 $585 5625 15 9% 22 5% 25 3% » 3%
Pembina Rtpefne Corp PPL 44 46 39* si.12 Sl 28 51 41 81.76 $2 36 52 35 S2S5 S3 07 $832 5985 Si 090 51,349 7 2% 6 2% 8 6% 105%

Valener VNP 16 89 6 4% 50 69 Si 04 Sl 06 Si 02 51.16 si 00 Si 13 Si 10 $46 $56 $41 560 h 6% 6 4% 6 5% 63%

Voresan VSN 16 43 6 !* 50 26 50 29 50 25 SO 25 $1 04 51 09 Sl 11 St oe 5297 S3M $308 $309 5 5% 54% 5 6% 6 8%

Ave rao# 4 5* 8 S% 9 4% 10 4% 11.3%

Source: BMO Capital Markets estimates. Company Data.
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Exhibit 3: BMO North American Pipeline Comparative Valuation - Metrics

Company

P/E TEV/EBITDA P/CFPS l* anbutable Cash hlcxw Yield**
ZOldt JOIbt 2013A

BMO North Amort can Pipeline Coverage Universe
U.S. Commodity Sensitive

National f-uet Gas Company Atw l.6x f 6x ffW 8o% 6.1% -------- T5%

Oneok Inc, OKE 35 9» 37.7x 34 9x 34 9* 12 8* 12 8i 12 lx 12.5* 16 lx 23 5k 22.4k 22.6k 3 5% 4.3% 4 5% 4 9%
Spectra Energy SE 24 2x 23 8k 23.3k 21 4k 12.2x 12.9* 12.4k 11.7* 11.9* 1 1 fll 11.9k 11 4* 7% 5 1% 4 5% 4 5%
Williams Cos WMB 56 6* 40 Ox 30 2x 21 9x 16 5* 14 7k 12,0x 10.9* 16 lx 14.3k 10 4k 9 3k 4.9% 4 4% 5.7% 7.4%

Avera cm 3S.2x 30. e* 28.1k 25.6x 12.7k 12.1* 11.2* 10.7* 13.1* 14.2* 131* 12.6x 5.4% 34% 52% 56%

U.S. Utilities

AGL Resources Inc 6 ix 8 2x 6Qx 7:8k NM U 3% r&r HD
CanterPoml Energy CNP id ax !99k 19 6k 19 5x 100k 8 4k 8 7k 8 7k 7.0x 64. 6 1. 5 9x 8 7% 10 7% 11.6% 12 1%
NiSource inc Nl 33 3* 21.7k 20.7k NM 11 4* 10.9k 10 8i NM 8 4x 8 2x 0 6* NM r.6% 7 8% NM
Ouestar Co*p STR 4x 190k 18 5k 17.9* 130k 96k 9 6k 9 5x 6.3k 9 5. 9 3k 9 1 x 7.0% 64% 6 8% 7.0%
UGI Corp UGI 196. 15e> 15.5k 159k 7 4x 6.6k 6 5i 64k 10 0k B 3x e 6* B 7x 5 3% 62% a e% 8 3%

Average 20.a< 17.7* 18.3k 17.7k 10.3k 8 8* 8.9* S.2x 8.4* 7.9* 8.1k 7.9k 7.0% 7.9% 8.1% 9.1%

Canadian Pipes*

Enwidge Inc. 24 2x 16 3x 10.4* 10 4x IU.4X
TransCanada Corp TRP 22.8> 20 a* 20.0k 19 0k 13 Ik 12.1k 12 6k 12.5* 9 0> B 9x 0 2k 8.9k 9 4% 9 6% 9 2% 9 5%

Avoraao 26.0s 23.9k 22.1* 20.4x 14.6k 14.2k 1A1x 13.8* 10.4* 9.7k 9.8* 9.7x 7.4% 8.1% 7.9% 8.1%

Canadian Income*

AltaGas 1 0 4* 11.2* 6.2%
Enbridge Income Fund ENF T/ 5i 24 1x 36 6x 36 Ox 16 6z 16 7x 16 5i 16 2x 17.4x 18 5k Idfix 20 8k 7% 5 4% 5 0% 48%
Gibson Energy GEI 29 lx 27.7k 23 3k NM lO.lx 10 7x 9 7x NM iook 11,7. 100. NM 7 4% 68% 8 2% NM
Intel Pipeline IPL 2B6> 25 7* 20 Ik 21.U 11 3k 18 6k 14 5* 13 5k 18 3k 16 3x 120k 12.2x 1% 58% 80% 7.8%

Key era KEY R R R R R R R R R R R R R R R R
Pembma Pipeline Corp PPL 39 6i 34 6x 3i.e« 25 3x 19 4x 16 0* 18 1 x 15 5* 18 9x 18 9k 17 4k 14.5k 52% 52% 5 6% 6 8%

Valeri et VNR 17.6x 15.1x ia.0x 15 4k I6.0x 13 6x 12.4k 12.fix 13 5> 15 6k 130k 14.3x 7 6% 7.3% 7.2% 7 0%
Veres en VSN 63 3k 50 8k 05 0k 66 3k 16 2* 16 2x 16 3k 16 2k 15 0* 15 Ox 14 9k 15 5x 6 2% 6.4% 6.5% 6 2%

Averaae 32.6x 30.2x X.5x 31.1k 15.5x 15.7k 14.5x 14.6x 1S6x 1SS* 14.1* 14 8k 62% 6 3% 7.1% 6.8%

’ A» n CS untoii otherwae tneealed

~ Cv«r«9>9 cash flow less mamtensnee cap lAi jn '̂ehoioar cash aua^&ie for a»viaeh0 pr qipw n i mvasl'ront

INDUSTRY COMPS ,— r *• ^ ** —-r* t: —------------ --------  — x :x *------------- . “
- -

:r • —
—

industry Comps
U.S. Com modi tv Sensitive

Averaae 41.6x — 23. fix 21.0* 17.5k ,128* 10.0k- 8.8* 7.8* 131*. 9.2x 7.7* 7.1x

u.$. Gas Utilities

Averaae 18.7H . 16.9k 163* 15.3* -- 9.3*. . 9J* &2K 7.0k .8.9*. &2k 6.9k 8.Ox

U.S. Master Limited Partnerships

Averaoe* ' . - > 28.8x. 22.6* 21.0* 19.8k 11.6* 9.1k 8.3X -7.5k. . 10.9x 11.1k II.Ox

U.S. Reauleled Gectric Utilities

Averaae . 16.7K. 156* 15.0* 14.3k. 8.8x 8.1* 7,6x' 7.3X 59* 7.5* 7.2k 6.9* - . ‘iJ..

Canadian Income*

Avereoe ; ■ ■ • c ' 0.0x.“ 1G.9K 19.9K 26. Ox. 10.ft< - 12.8k • 136* 24.4* - 4.3k 135*. 138x 233*

Other Canadian Pipelines & Utility*

Averaae . 46.5k 31.4x 24.7k 27.2k 9.2K. 7.7* 7.1* 6.0k ■:5l* 7.6* 7. Ox N/A

Source: BMO Capital Markets estimates, Company Data.
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Exhibit 4: N. America Pipeline Short Interest

Exhibit 6: 2-Week Absolute Change in SI

— — —
1 tnrirH - —

•«
« u

Average -0.1%

Exhibit 8: 2-Week Relative Change in SI

GAS-ROR-OIO
Attachment L

North Amdrtefeffi Pipelines

Exhibit 5: N. America Pipeline Days To Cover

Exhibit 7: 2-Week Absolute Change in Days

Exhibit 9: 2-Week Relative Change in Days

5 I S ^ 3 £ I £ s 5 S 3 3 5 | » I “ 5 5 ? £ r 3 5 3 5 ! S ? | s 5 S | I

Source: BMO Capital Markets estimates, Bloomberg.

* Last available update: May 20, 2014. Short interest is defined as absolute short volume divided by public float.
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Earnings
Exhibit 10: BMO Capital Estimates vs. Consensus

Veaf-Over-Year Growth
2013A IQ 2Q 3Q 4Q 2014E 2015E *13 vs.'14 '14 vs.'1S

U.S. commodity Sensitive
NFG 53. M $0.92 $1.15 $0.70 $0 64 $3 42 $3 11 8.8% -9.1%
Consensus $0 75 $0.63 $3 42 $357 8 9% 4 3%
OKE $1.76 $0 42 $0.35 $0 44 $0 47 $1.68 $1.81 -4.7% B.0%
Consensus $0.38 $041 $0.47 $1.64 $201 •6 7% 19 9%
SE $1.64 $0.62 $0.31 $0.31 $0 43 $1.67 $1.70 1.9% 2.0%
Consensus $0 31 SO 29 $0.39 $1.55 $1.63 -5 5% -2.4%
WMS $0.81 $0.28 $0 25 $0 31 $0.32 $1.16 $1.53 42.3% 32.2%
Consensus $0 25 S030 SO. 33 SI. 12 SI. 52 37.8% 31.2%

U.S. UUIItles
*2.64 $2.86 $0.41 *0.26 MM ------5T39 $3.06 U>2% -30.1%

Consensus S04I $0 30 SO 84 $39f S3. TO 48 2% -29 4%
CNP $1.20 S0.40 $0.21 $0.31 $0.26 $1.18 $1.20 -0 9% 1.7%
Consensus $0 26 $0 32 SO 23 $1.79 $1.26 •0.8% 61%
M SI.57 $0.82 $0 23 $0.16 $0.48 $1.69 $1.77 7.1% 4.8%
Consensus $0 25 SO 15 $0 50 $1.69 $1.01 7,3% 7.3%
SIR $1.21 $0 48 SO. 22 $0.18 $0.37 $1.26 $1.27 3 4% 1.2%
Consensus $0 22 $0 18 $0 37 $1.27 $1.32 4 0% 53%
UGl $2.44 $1 06 $1.90 50.14 •SO.06 $3 02 53.08 23 7% 2.0%
Consensus $0.17 -SO 08 $2.93 $2.92 199% •3 5%

Csnadlan Pipes*
------EFtS---------------------------------- $T7S >U. DU ~mr '$0"4'! M3B —srsr-------$2.15 ----------m--------- TTW

Consensus SO 39 $0.42 $0 56 $1.96 $220 10 1% 19 7%
TOP $2.24 $0.60 $0.56 $0.64 $0.71 $2.50 $2.56 11.8% 2 2%
Consensus $0 54 $0 64 SO 69 $2 43 $2 55 0 6% 1 9%

Canadian Income*
SOM iU2t> *U 35 M.55 S'.77 52.21 ---------17.0% 24.6%

Consensus $0.25 SO. 38 $0.53 $1.69 $2.09 11.9% 18 0%

fcNh ) l.DO )U.J0 W.M MJ.1R WJ.U5 *1.13 -s>4.bY*
i^onsensus *U.J8 XJJJ W-J.l 61.JJ • 14 176 74 SYo

GEl $1.06 $0.42 $0.12 $0.26 $0.30 $i.n $1.32 4.9% 18.8%
Consensus $0 11 SO 27 $0.31 SI. 12 $1.20 5 4% 7.7%
IPl $1.05 $0.27 $0.25 SO. 32 $0.33 $1.17 $1.51 11.7% 28.3%
Consensus $0.30 $033 $0 33 $1.33 $1.29 27.0% 99%
KEY $1.87 $0.70 $0.63 $0.74 SO. 72 $2.79 $3.27 49.3% 17.1%
Consensus SO. 59 $0 70 $0.79 $2.71 S3 16 45 0% 13 4%
PPL $1.12 $0.41 $0.25 $0 29 $0.32 $1.28 $1.41 14 3% 10 4%
Consensus $0 28 $0 30 $0 33 $1 36 $1.45 21 7% 13 8%
VNR $0 69 $0.42 $0.77 $0.00 -$0 19 $1.04 $1.05 16 6% 0.8%
Consensus •$0 01 •$0 20 $0 98 $1.02 10 1% -1.7%

VSN $0.26 $0.10 $0.06 $0 06 $0.07 S0.29 $0 25 11.4% •12.6%
Consensus SO 04 $0 04 $0 05 $0 23 $0 26 -13 4% ■10 1%

y) a<e Blootrpefg Conse^tjs

* Al data r a unless w ce ncic atod

Source: BMO Capital Markets estimates, Company Data, Bloomberg.

Exhibit 11: EPS Commodity Sensitivity
ALA IPL KEY NFG OKE PPL SE TRP VSN WMS

Cato 2014 F.PS tfedgtd $1.77 H.17 R $3 42 $1.68 S1.26 $1,67 s? SO 10.29 St.16

NATURAL GAS

41 nai gas rVMMSlu) 10 02) • 1 1% tO 33) 9 6*v (0 04) 2 <?; 0 10 7 8% (0 14) 6 6%
unfledged (O 14) •8 0 0> : 6% -SO « -36 694 (0 05) ■2 5% D 1& 19 7% (0 04) 2 1% (0 25) 1? 2% 0 02 7 9% 0 09 8 6

•SI tl»t gas (5'-WMetu) hedged 0 0? 1 I6i 0 33 0 6% 0 04 : 4X 10 10) • 7.8% 0 14 6 0%
unhedged 0 u 8 1% (0 03) 0% SO 05 30 6% 0 06 2.5% tn 15) *JP 7% 0 04 1% e rs 1? 2% (U 02) -1.9% •SO 09 ■9 6

NATURAL GAS LIQUIDS

•1 05 NGl (S/sal) hedged (0 04) -2.2H (0 021 ■1 2% 10 01} -O 8%
unhedged (0 06) •3 5H <0 01) •o ou (0 02) •O ?% I0 04) 5 2% (0 06) ■3 2% (001) ■ 1 0% (0 04) ■3 8

•S 96 NGl (1^3al) hedged 0 04 ? 3% 0 02 1 2% 0 01 0 8%
unhedged 0 06 3 5ti O 01 0 PS 0 0? 0 7* 0 04 6 3% 0 00 3 2% 0 01 1.0% 0 04 3 8

CRUDE OIL'*

•SiOOiL hedged R R lOOSl •T 8% (OCX) •O 6%
unhedged R R •SO 16 ■7 0% (0 02) • f 0%

*$10 CXI IS-BcJ) hedged R R 0 06 1 8% OOI 0 0%
unhedoed R R SO \9 7 5% 0 02 t 0%

‘An unhedged pcsihom zho+ri *t6ume BMO ?014 commodfiy I&rr.c9i' o/ S3 86 net pas. $93 5B o/l anff SO 09 NOit.

Source: BMO Capital Markets estimates. Company Data. Bloomberg.

BMO Capital Markets
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Exhibit 12: Consensus EPS Revisions - Trailing 4 Weeks
2014E 2015E

Exhibit 13: Consensus EPS Revisions - Trailing 3 Months
2014E 2015E

: ryxs 7%
UiK'z | Ab 13.8%

' 1 m isn%

ENF -0.1% 
VNR -1 2% 1

aj UGI 6.9%'
J DKE 3.4% :
] SE 3.3% ;

NFG 2.1% :
STR 1.8% :
Nl 1.6% :
CNP 1.4% i
ENB 1.0% i

TRP -1.3% 
WNB -2.3%_f

ALA -6.6% 13
IH -7,6% r?

VSN -1ft 5% I --

-60% -30% 0% 30% 60%

Source tall Exhibits): BMO Capital Markets estimates, Company Data, Bloomberg.
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Stock Performance

Exhibit 14: 5-Day Performance (May 14 thru May 20)

Exhibit 15: Year-to-Date Performance

Source (all Exhibits): BMO Capital Markets estimates, Bloomberg.
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Exhibit 16: Price Performance United States

Price Performance

Ticker Rati no Price 1 Day 5 0av 1 Month QTD

Three

Months YTD 1 Year

% from 52 Wh 

High

Date of 

High

% from 52

Wh Low

Data of

Low

BMO North American Pipeline Coverage Universe

H4. Commodity Sensitive

tgaltonal huel Ges Company NFG MK7 75 10 0 8% 1 5% 7 3* ?2% •1 7% 5 2% 17 5% -2 5% 2/19/2014 32.1% 6/24/2013
Oneoh Inc. OKE MKT 63 ?! 1 c% 2 1% 3 6% 6 7* 3 7% 18 1% 46 1% • 3 ?% 5/20/2013 83 3% 7/5/2013
Spectra Energy 5E OP 39 60 0 2% • D 2% 0 9% 7.4% 5 2% n 4% 24 7% • 1 1% 4/30/2014 34 0% &6/2013
W'lkoms Cos WM8 OO 48 33 0 6% 4 1% 10 9% 14 ?% 10 3% 20.1% 22 3% -0 2% 5/20/2014 48 3% &24'2013

Aver 1*0* 0.9% 1.9% 5 7% 8.9% 4.4% 13.2% 27.7% -1.8% 49.4%

It a. Utilities

ACl Hesoureas toe CAS MKT 5? 29 0 0% -0 1% 1 0% 6 8% 12 5% to /% 18 5% -3 5% S/W2014 26 1* &?1<20>3
CentarPoml Energy CNP MKT ?3 64 0 6% -0 1% •3 0% -0 2% •2 0% ? 0% -2 6% ■ 7 8% a/1/7013 6 4% 6/21/2013

NiSoufcs inc Nl MKT 30 00 -0 4% 2 3% ? 1* 3 3% 3 9% 11 6% 23 8% -1 7* 5/19/2014 36 3% BJ71/2013
Cues tar Co>p STR MKT ?3 52 0 7% 0 6% 0 1% -1.1% •0 8% 2 3% -9 0* •9 0% 5/70/7013 9.7% 9/4/7013

liCi Corp UGI MKT 47 81 0.9% 1 4% 4 6% 4 S% 6 e% IS.3% 15 4* • 1 1% 5/Ey?0M 31.2% 6/21/2013

Avertfle 0.3% 0 8% 0 8% 2.7% 4.3% 8.4% S7% -4 7% 21.8%

industry Comps

U.S^Commodity Senative

EqoileOlo Resources'**
Sempra Energy”

EOT

SRE

>03 12

07 16

0 0% 
0 1%

-7.3%

•0.5%

•1.S%

0 0%
5 3% 

04*

3 1%
4 43%

14.9% 

6 2%
? 6% 
3.5%

4/24/2014

5/&/2014
34 0% 

25 4*

&G/2013

0/21/2013

Average
U S Gas Utilities

Aimos Energy ATQ NH 50 43 0.6% 0 6% i.i% 7 0% 11.3% 11,0% 1? 4% -4 9% 5/a/?oi4 32.7% 672172013

Ifdogrys Energy Group TEG NR 57 34 0.1% •0 1% -6 6% •3.9% 1.9% S 4% -6 9% -9 8% 6/1/2013 10 1% 2/6/7014
H>e Laclede Group LG NR 45 64 0 1% -0 0% «? C% •3 2% 1 2% 0 7% -2 6% -5 9% &4/2013 6 5% 9717/2013

H*" -iersey Re&ou>ce% NJR NR 6? 63 0 4% 6 3% 8 0% 5.7% '.6 t% \i e% 12 1% *0 3% 5/?0!?0U 29 6% Tnnw
Northwost Natural Gas Company NWN NR 43 07 • 0 3% 04% •1 3% •O.T* S 0% 2.7% •3 9% -3 9% 5/21/2013 10 0% 97572013
piedmont Natural Gas PNV NR 34 86 *0 3% 1 2% • 2.5% • 1 4% 4 4% 5 2% •0 2% -4 5% 4'29/2014 10 6% 9'672013
South Jersey Induslnm SJI NR 56 29 •0 1% 1 0% 0 5% 0 4% 1.2% 0 0% -8 0% •9 G% //25/2013 6 7% 2/5/2014
Vet Iron VVC NR 38.49 •0 4% •0.2% -4 2% •2 3% 1.8% 84% 5 2% 0 A% 4/29/2014 20 9% 0/4/2013
Washington Gas liqhl WGL NR J9 /C 0 0% 1.1% 0.9% -0.7% 5 5% •0 7% •12.0% -15 3% B/1/2f>13 12 5% 2/5/2014

Averjqo 0.0% 0.9% ■0.7% 0.1% 4.9% 4.7% -0.5% -6.1% 14.2%

II s. Matter Li ruled Pertnershm

Amengos Mariners APU NR 46 96 0 4% 3 0% 5 /% 11 1% 10 6% 5.4% •1 2% -6 9% tV2?/2013 14 6% 372 i/2014
Erpndge Energy Pertnnrs EEP NR 30?? 0 8% 2.1% 4 0% 10 4% 13 3% 1 3% 0 9% •9 6% 7/15/2013 164% 4/4/2014
Qrtbridge Energy MenagamerS EEC NR 29 61 4} 4% 2.1% 5.7% 98% 14.3% 7.0% s.e% 2.4% 7/15/2013 160% 2721720M
C1 Paso Pipeline Partners EPD NR 32 4 1 -0 4% -1.7% • 2 3% 66% 6 e% • 10 0% •25 1% -28 0% 6/27/7013 12.3% 3/12/2014

Cheniers Energy Parlnws COP NR 32.53 -0.9% • i a% -3 6% 6 4% 12.9% 13,5% 13 3% -5 5% 4/17/2014 33 6% *24/2013
Tprga Resource Partners NCLS NR U5 40 1.4% 5 5% 6 0% 16 2% 21.0* 25 0% 34 5% •0 2% 5/20/2014 50.2% 6/24720 13

Williams Partners WPZ NR 51 51 0 9* •1.0% 0 5% 1.1% 5 9% 1 3% -1 5% *4 6* io/??/?cm 13 5% 6/24/2013
Speclra Energy Partners SEP NR 50 37 >0.2% •1 4% -6 1% 2 9% 4 6% tl. 1% 39 T% -12.5% 5/5/7014 46.3% 674720 1 3

QCP Midstream Paitners DPM NR 54 52 0 8% 0 6% 5 2% 88% 12.9% 6 3% 6 6% -0 8% 7/11/7013 21,1% 12712720 1 3

Oneok Partners OKS NR 55 06 0 9% 2 2% -7 9% 2.3% •o e% 4 6% 5 4% -4 «% 2/1B/2014 21.3% 6/74/2013
Kinder Morgan Energy Pnnners KMR NR 76 12 o?% 2.2% • 1.6% 2.9% >3 1% -5.6% -13 7% -14 9% 5/22/7013 07% 3/2CW2014

E rverpnse Product Partners LPO NR 73 27 0 5% 0 3% 0 4% 5 6% 11,4% to 5% 190% -2 2% 5/6/2014 30 6% 6/2472013

poanlwafk Pipeline Partners OWP NR 1850 5.3% 3 4% 5 0% 23 0% 26 9% -35 3% -46 3% •50 0% 7/15/7013 37 6% 3/14/2014

A vo r 1*0* 0.3% 0.8% 0 9% $ 7% 6.4fc 4.8% 5.7% •6.2% 21.4%

U.S. Rogoleiad Elactnc Utilities

Amencun tleclnc Power** AEP OP 50 W» 0 1% -? 4% •1.5% 0 6% i:% 9 0% 3 0% -6 7% 4/29/70 M 21 6% 9/4/2013

Dominion Resources'* D MKT 06 «2 -0 2% •1.3% • 7.5% •2 0% • 3 6% 65% 13 4% -8 5% 4/30/7014 28 1% 6/21/2013
Duke Energy** Di/K OP 70.00 • 0 3% -?.3% • 3 4% • 1 6% •7.3% 1 6% • 1 /% •6 7% 4/29/7014 0 2% 9/4/2013

Amoren AHE NR 38 43 -0 3% • 1 0% •6 2% -6 7% • 1 0% 6 3% 6 7% • 9 0% 2/21/2014 18 8% 6721720 1 3

ConsoSdoted Edison'* ED MKT 54 Ofl -0 4% -1 4* •4.3% 0 8% *?.?% ■2 2% • 112% •1! 0% 5/21/2013 3 5% 3/20/2014

PG4E Corp " PCG MKT 43 03 0 3% 1 0% •7.8% 1 0% >0 1% 8 3% • 7 5% -9 1% 5/22/7013 10 7% 1/3/2014
Southern Company*' SO MKT 4?.77 *0 t% *1.2% •5 2% -7,7% 0 9% 4 0% • 7 B% -8 7% 5/22/2013 6 8% 12712720 1 3

Mel fctK.yoy” XEL MKT 30 00 0 IS • ) 6% •4 0% •0 9* 0 0% 7 7% -0 5% • 7 0% 5/1/2014 11.9* ^16/7013

Averaqo •0.1% •1.3% •3.7% • 1.5% •0.8% 5 2% •0 8% *8 2% 13.0%

Indicss/Trsasurv

Sl«Jl Henry Hub Nnlurul Gbs ngusmhud 4.53 1.6% 1 6% 4 4% 5 1% -23 0% 5.1% 10 0% NA NA NA NA
Spot wn L/SCRWTIC 102.44 0 2* 0 7% -1 8% 0 9% •0 5% 4.1% S 9% NA NA NA NA
OlLGCRVCE ffOLDRS TTiuSI OJH US 51 47 •0 2% • 1 0% b 7% 2.3% 7.5% 7.1% •2.9% 5/6/2014 75 0% a'24/2013

OH SERVICE SECTOR INDEX osx 2B4 27 -0 1% -0 8% -4 3% •1 0% 3 0% 1 2% G 6% -6 3% 4/23/2014 NA NA
AMfcX NATURAL GAS INDEX »4G 893 39 0 0% •0 6% 0 0% 63% 6 0% 9 3% 13 8% ■ ? 3% S'6*2014 333 3% 127372013

SPD* S&P OIL 8 GAS EXPLORAtl xop US 74 34 0 8% •1 9% 3 3% 3.5% 7.9% 8 5% 10 7% -5 5% 4/?4/?0l4 32.9% 6/2472013

rhla uulfty INDEX UTY 525 76 0 0% 1 6% •3 3% •1 1% 1.7% 7 G% 0 9% -9 1% 4/30/2014 NA NA
S8P 500 INDEX SPX 1,6/7 83 •0 6% -1 3% 0 4% D 0% 1 6% 1 3% 1? 4% *1.5% 5/13/2014 NA NA
U$ Generic Go*l 10 Tear Vu»ld uscgiovr ? 5« •1 3% • 3 7% ■ 7 7% - / 6% ■ H 7% -17 0% 77 0% NA NA NA NA
SAP/TSXCOMPORITi; INDEX sptsx 14,525 10 0.1% •O 9* 0 2% 1 3% 2 0% 6 6% 15 7% -1 0% 5/7/7014 NA NA
Coriadtun Gon< CJorrls 10 Yoor No GCANlOVR ? 28 0 7* • 3 3% 0 M% • 7 .1% >10 5% -17 4% 1 ft 6%

* Al Ce^4 ^ oU'erwRr ntcated
•• Covf"«3 by Mche^t •'Wto. HKtJ Becl'C UifcWb n^nl t’rn.Wf'f
*" Cov*,*'4 *v Capital targets' En*vtry Cap^cvaie  ̂rmd ar

/ 5>r»T ' ’ \ Ya»< r>««tu«v mentav  ̂pb'04 pe^cy^'K* Pro^OS ?0 \
KVr« rerfer^n Of* lr>4« LMvparforfn e^fVftVKlcd

Source: BMO Capita! Markets estimates, Bloomberg.
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Exhibit 17: Price Performance Canada

Price Performance**

Tich.f Rating Price 1 Day S Dev 1 Month QTO

Three

Months YTD 1 Year

% from tt Wk 

Nigh

Date of 

High

% from 52

Wh Low

Date of 

Low

BMO North American Pipeline Coverage Urvve ree

Canadian Pipes*

Enbudgc Inc. UNO OP 6>2 to 0.2% •0 0% o r% 3 8% 0 4% 12.3% ?2S 6% 3 t% &M/2014 24.0% 10/7/2013

TransCarvada Corp TRP OP b\.QQ 0 2% 0 4% -0 4% 1.7% 4 6% 5 3% 2 2% -1 5% •t/%2014 18 3% 10/7/2013

Averaoe 0.2% -0 1% 0 1% 2.7% 7.0% 6.8% 113.0% -2 3% 20.6%

Canadian Income*

AlteGas ALA OP 4B 80 *0 4% -0.1% 2.0% 7.1% 15 0% 19.9% 20.7% -2.6% 5/2/2014 30 0% 6/24/2013

Enbndg* Income Fund ENF MKT 27 13 •0 3% 0.3% 2.1% 2 4% 7 4% 14 7% 3 0% • 2 6% 5/6/2014 22.1% 6/24/2013

Cibson Energy GEl OP 30 as 0?% •0 8% 0 3% 7.6% 15 1% 12 6% 16 9% • t.3% 5/14/2014 43 3% 8/26/2013

Inter Pipeline IPL OP 30 ?? •0 7% •?0% 3 4% 3 5% 4 9% 17.0% 24 1% -2 0% 5/12/2014 60 7% *24/2013

Key ora KEY R R R R R R R R R R R R R

Pembina Pipeline PPL MKT 44 45 -0 3% -0 2% 3 3% 5.9% T 1.3% 16 6% 27.2% *4 5% 5/13/2014 40 4% *24/2013

Va loner VNfl MKT 15 69 -0 4% -0 2% 0 1% 0.6% 0 1% 3.0% •3 0% ■4 6% 6/4/2013 3 4% 11/20/2013

Veres on VSN MKT 16 43 0 7% 3 4% -0.2% -1.5% 1 4% 15 1% 21.8% •3 2% 3/24/2014 44 5% 6/7/2013

Average -0.2% 0 1% 2.6% 3.7% 7.6% 14.3% 15.7% •3.0% 37.2%

InduM/y Comps

Conodian Income*

Atlantic Power Corp ** ATP UND 3 50 1.7% -0 0% 2.6% 94% 19 0% -6.7% -29 3% -36 5% 10/18/2013 48 9% 2/6/2014

Average 1.7% •0.8% 2.8% 9.4% 19.0% -5.7% •29.3% • 36.5% 46.9%

Other Canadian Pipelines & LHilift*

Algonquin Power** AON OP 6 12 -0 4% t 5% 5 5% 4 1% 10 0% 10 6% 1.4% -1 5% 5/23/2013 36 ?% UVH/2013

Canadian Utilities" cu op 30 25 •0 6% -2.3% -4 3% •4 es • 0.0% 10 0% •t 1% -5 8% 4/972014 17.3% *27/2013

Emera incorpora led" EMA MKT 33 79 -0 1% -1.0% -4.7% •10% 3 0% 10 5% •7 8% •8 6% 5/22/2013 17 4% 9/11/2013

Fortis Inc,** FTS MKT 32 41 0 2% •0 7% 0 0% 2.8% 5 7% 6 4% -4 6% -6.5% 5/21/2013 9 8% 12/12/2013

Innerge* Renewable Energy Inc *' INE MKT 10 32 -0 2% -3 2% -1 7% 3 5% 1. 1% •2.6% 1.1% -9 7% 12/20/2013 23 3% 7/11/2013

Trans Ada Corporation" fA MKT 13 38 -0 6% 7.1% 1.1% 3 4% •3 5% •1.5% •14 1% -15.5% 5/28/2013 6 8% 2/28/2014

Average -0.3% •0.6% •0.5% 1.2% 2.6% 5.6% -4.2% •7.8% 16 S%

IndiceWTreasurv

Spot Henry Hub Natural Cos NGUSHHUB 4.53 1.6% 1.6% 4 4% 5 T% •23.9% 5 1% 10 0% N* HA HA HA

Spo* WTI USCRWTIC 102 44 •0.2% 0 /% • 1 6% 0 0% •0 5% 4.1% 5 9% SA HA HA HA

OIL SERVICE HOLDRS TRUST OH US 51 47 -0 2% •1 0% 0.7% 2 3% 7.5% 7.1% •2 9% S/6/2014 25 0% &24/2013

OIL SERVICE SECTOR NDEX osx 284 27 •0 1% •O 8% -4 3% • 1 8% 30% 12% 6 6% -6 3% 4/23/2014 HA HA

AMEX NATURAL GAS INDEX 693 39 0 0% •0.6% 00% 6 3% 0 8% 9 3% 13 8% -2.3% 5/8/2014 333 3% 12/3/2013

SPDR S&P OIL & GAS EtfHORATl xopus 74 34 •0 6% I 9% -3 3% 3.5% 7.9% 8 5% 18 7% • 5 5% 4/24/2014 32 9% 6/24/2013

PH LA UTILITY MD6X UTY 525 78 0 0% -1 6% -3 3% •t.1% 1 7% 7 6% 0.9% •6 1% 4/30/2014 HA HA

S&P 500 INDEX SPX 1.872 63 •0 6% • 1.3% 04% 0 0% 1 8% 1 3% 12.4% • 1 5% 5/13/2014 HA HA

US Sonoric Go4 10 Yeai YiHO USGGlOYR 2.61 •1.3% •3.7% •7.7% 7 0% •8 7% • 17 0% 27.9% HA HA HA
S8P/TSX COMPOSITE INDEX SPTSX 14.525 19 Q 1% -0.9% 0 ?% 1.3% 2 9% 6 6% 15 ?% •1 6% 5/2/2014 HA

Canadian Govt Bonds 10 Year No GCAN1DYR 2 28 0 7% • 3 3% •6 6% • 7 3% • 10 5% • 17 4% 18 6% HA HA I4A

* Al 0»ta r> C3 <*Vess nuceiM

** Cove'eC Oy Ben o«jr Csnoden AirSele DNO NrtCin Burnt
**' 1 -Cey ' 5* Cay / 1 Atones M • V »*/ freuu* ei rrvnbareo mm p+rfor fr 
Vijt Ktvtei ftatcr'n. Ojtr^rHo'm Om* t.noe'c^lorm ReRraVde

) ItrCfi It t-U06 i

Source: BMO Capital Markets estimates, Bloomberg.
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Commodity Review

Exhibit 18: Commodity Outlook

Commodity Summary

Honry Hub Naloral iS-'mrnDlu) 

vrv % CMri^o 

WT1 Crude OH (Vbbi/

V/V % Change 

NGL Compoeite (^0%

YA* C^nge 

NGL / WTI (<* S basis!

Y/V S CNinge

Pr.ic Spreftd fCuJf CoASt. V3al)
Y/Y S Change

NeluraJ Caa Liquids 

Monl Balviau (Gulf Coast) 

Ethane 

P'CMne

ifto-8ui»ne 

Natural Gasolrrie 

MB Compoade fVgai)

MG Compcutfa (V'mmttu)

Conway (M>dconbr>an1)

Ethane 

Pmpane 
Butane 
Iso-But ana 

Natural Caaoime 

CW Compgsda (tgai|

CW Composite (Vmmbtu)

NCL Qaaia Orffarentul 

Mont delv««u-Comfiay

Free Spread Margin 

Coast (fcgel)

Conway {Sigatj

Cone la ben*
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Ethane f Nal Gas <Wu basis) 

Cin«r« i wTl (% $ basis)
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Butane / WTI {% % basis} 

iso-Bulane / WTI (S S basis) 

Natural GncHine i WTt <N % ba$is|

IQ

QUARTERLY ANNUAL
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Exhibit 19: BMO Crude Oil Forecast Exhibit 20: BMO Natural Gas Forecast

YV*l*C« • fcHOkvItrui Maury Hyb Pr<«i BMO Eitrui*! Hetcnt **109*

Source (all Exhibits): BMO Capital Markets estimates, Bloomberg.
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Exhibit 21: BMO EIA Natural Gas Supply-Demand Data
____ a'lirMAMluM* fUrt/dl US Nsmrfl Am r>*me<vi fArf/rM
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•Marioei Irnooro ,u

p*w*er» MiiiWiele) C«iw<l«J
A OU»i

oul tm0*eO

JO DA
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CXI 67? 69 0 1 39 00 70 2 7 3 67 199 20 S 5.7 600 ? ij 82 254 7 7S3 4 ) ?*
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Exhibit 22: U.S. Natural Gas Storage Exhibit 23: Canadian Natural Gas Storage

Exhibit 24: U.S. Onshore Production
<3 MoFwdAvg. W«l, 6dd)

Horizontal Ga* Rig Couni

Exhibit 25: Alberta Gathering Receipts

Exhibit 26: Degree Day Variance Exhibit 27: U.S. Electricity Output

Source (all Exhibits): BMO Capital Markets estimates, Bloomberg, EIA.
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Midstream/Natural Gas Liquids

Exhibit 28: Historic NGL Prices Exhibit 29: Average NGL Barrel % WTI Crude

Exhibit 30: Keep-Whole “Frac” Spreads
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Exhibit 31: Oil - Gas Ratio

Exhibit 32: Ethane % Henry Hub Natural Gas Exhibit 33: U.S. Monthly Ethane Production
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Source (all Exhibits): BMO Capital Markets estimates, Bloomberg.
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Exhibit 34: Mt. Belvieu Premium to Conway Exhibit 35: NGL Storage
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Exhibit 36: Chemical Rail Car Loadings Exhibit 37: Ethane vs. Naphtha (Gulf Coast)

Exhibit 38: Petrochemical Price Trends

Source (all Exhibits): BMO Capital Markets estimates, Bloomberg.

Exhibit 39: NGL/Petchem Price Correlation
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LNG Update
Exhibit 40: US LNG Imports
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Exhibit 41: 2012 US LNG Imports by Terminal

3.0 -1

2.5 • 

2.0 •

1.5 • 

1.0

0.5 H

0.0

Bcfd

ea Hi

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

• late Oiartes • OiiBI

Exhibit 42: U.S. DOE Applications for LNG Exports

U S. DOE Applications for LNG Exports

Expected 
Order to be
Processed Company

Date Applicant Received 
FERC Approval to Begin 

Pre-Filing Process
Quantity

(Bcf/d)

Date
Non-FTA
Received FERC

1 Cheniere Sabine Pass T1-T4 8/4/2010 2.2 5/20/2011 FERC schedulin^notice issued.
2 Freeport LNG Expansion, LP and FLNG Liquefaction 1/5/2011 1.4 5/17/2013 FERC scheduling notice
3 Lake Charles Exports, LLC 4/6/2012 2.0 8/7/2013
4 Dominion Cove Point LNG, LP 6/26/2012 1.0 9/11/2013 Received environmental approval
5 Freeport LNG Expansion. LP and FLNG Liquefaction 1/5/2011 1.4 11/15/2013
6 Cameron LNG. LLC 5/9/2012 1.7 2/11/2014 FERC scheduling notice issued
7 Jordan Cove Energy Project. LP 3/6/2012 0.8 3/24/2014 Application filed
e LNG Development Company, LLC (d/b/a Oregon LNG) 7/16/2012 1.3 Application filed
9 Cheniere Marketing, LLC (Corpus Christi) 12/22/2011 2.1 Application filed
10 Exceierate Liquefaction Solutions 11/20/2012 1.4
11 + All Others 10.1

25.3

Exhibit 43: Global LNG Price Comparison
Argen Cana- Cove Lake Manta-

Allamira tina Spain port Poiru India China Korea UK Taiwan Charles nillo Trance Brazil Japan Belgium

Market" $14.90 $15.22 $11.15 $4.42 $3.89 $14.30 $14.85 $15.25 57.73 $14.75 $4.00 $16.05 $11.18 $15.16 $15.25 $7.76

Algeria $13.59 $13.70 $10.94 $3.56 $2.85 $12.78 $12.37 $12.58 $7.30 $12.31 $2.69 $12.82 510.79 $14.09 1 $12.50 $7.28
Australia $11.61 $12.90 58.87 $1.29 $0.76 $13.29 $14.05 $14.29 1 55.08 $14.00 $0.71 $13.97 $8.57 $12.92 $14.27 $5.06
Egyp* $13.19 $13.28 $10.66 $3.14 $2.44 $13.19 $12.80 $13.01 $6.91 $12.74 $2.29 $12.40 $10.39 $13.72 $12.93 $6.89
Malaysia $11.25 $12.82 $8.84 $1.26 $0.55 $13.33 $14.25 $14.58 ' 55.06 $14.25 $0.35 $14.25 $8.55 $12.63 $14.56 $5.03
Nigeria $13.29 $13.99 $10.13 $3.13 $2.52 $12.47 $12.35 $12.55 $6.64 $12.29 $2.39 $13.19 510.13 $14.32 $12.47 $6.62
Norway $13.54 $13.21 $10.31 $3.56 $2.77 $12 07 $11.62 $11.82 $7.27 $11.56 $2.64 $12.29 $10.64 $13.69 $11.73 $7.33
Peru $12.32 $14.28 $8.84 $1.97 $1.45 $11.32 $12.23 $12.85 $5.17 $12.23 $1.42 Q $15.07 | $861 $13.72 $13.05 $5.20
Qatar $12.12 $12.97 $9.66 $2.11 $1.41 $13.89 $13.41 $13.65 $5.88 $13.35 $1.22 $13.09 $9.37 $13.01 $13.56 $5.86
Russia $10.62 $12.49 $8.26 $0.65 ($0.06) $12.74 $14.31 $14.83 $4.46 $14.23 ($0.28) $14.86 $7.95 $11.89 $14 93 | $4.44
Trinidad $14.26 $14.03 $10.08 53.80 $3.34 $11.84 $11.56 $11.76 $6.74 $11.51 $3.36 $13.19 $10.17 $14.47 $11.67 $6.69
Yemen $12.54 $13.23 $10.05 $2.53 $1.83 I $13.80 $13.41 $1365 56.29 $13.35 $1.64 $13.08 $9.78 $13.23 $13.56 $6.27

■* Estimated June 2014 landed price
Outlined square denotes highest netback location to origin country

Source (all Exhibits): Waterborne, U.S. DOE, U.S. FERC, Company data, BMO Capital Markets estimates.
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Basis and Transportation Update

Exhibit 44: US Gas Prices and Basis Differentials to Henry Hub ($/Mmbtu) - May 20, 2014
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Exhibit 45: US Gas Prices and Basis Differentials to Henry Hub ($/Mmbtu) - 2nd Quarter to Date
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Source (a*' Exhibits): BMO Capital Markets estimates, Bloomberg.
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Exhibit 46: NY Transco Zone 6 Basis Exhibit 47: Marcellus Basis - Dominion Sout

Exhibit 48: Mid Continent Basis Exhibit 49: AECO Basis
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Exhibit 50: Rockies Basis Exhibit 51: Waha Basis

Source (all Exhibits): BMO Capital Markets estimates. Bloomberg.
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Relative Coal / Natural Gas Thermal Comparisons
Exhibit 52: Weighted Avg Coal vs. Natural Gas Exhibit 53: NAPP Coal vs. Natural Gas
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Exhibit 54: CAPP Coal vs. Natural Gas
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Exhibit 56: Southwest Coal vs. Natural Gas Exhibit 57: PRB Coal vs. Natural Gas
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Source (all Exhibits): BMO Capital Markets estimates, Bloomberg.
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Exhibit 58: BMO Natural Gas-Coal Switching Parity
Industry Assumptions:

NAPP CAPP
««

Interior Southwest' EBB
Heat Content (Btu/lb) 13,000 12,500 11,800 11,500 8,800
Heat Content (MMBtu/ton) 26.0 25.0 23.6 23.0 17.6

S02 Content (Ib/Mmbtu) 3.0 1.2 5.0 1.0 O.S

SOj Content (% coal) 3.9% 1.6% 6.5% 1.3% 1.0%

NO; Content (Ib/Mmbtu) 0.37 0.37 0.37 0.37 0.37

NO? Content (% coal) 0.5% 0.5% 0.5% 0.5% 0.5%

CO; Content (Ib/Mmbtu) 210 210 210 210 205

Coal Plant Heat Rate (btu/kwh) 10,000 10,000 10,000 10,000 10,000
CCGT Heat Rate (btu/kwh) 7,600 7,500 7,500 7,500 7,500

Pricing Assumptions:
NAPP CAPP Interior Southwest PRB

Minehead Coal Spot Price (S/ton) S68.27 $62.17 $46.02 $36.73 $13.02

Transportation Expense S20.nn $70.00 $13.00 $25.00 ?25.Q0
Delivered Coal ($/ton) S88.17 $82.17 $59.02 $61.73 $38.02

SO; Price (S/ton) $0.75 $0.75 $0.75 $0.75 $0.75

SO; Cost (S/coal ton) $0.03 $0.01 $0.04 $0.01 $0.01

SO; Cost (S/MMblu) $0.00 $0.00 $0.00 $0.00 $0.00

NO; Price ($/ton) $400.00 $400.00 $400.00 $400.00 $400.00

NO; Cost ($/coal ton) $1.92 $1.85 $1.75 $1.70 $1.30

NO; Cost (S/MMbtu) $0.07 $0.07 $0.07 $0.07 $0.07

CO; Price (S/ton) $0.00 $0.00 $0.00 $0.00 $0.00

CO? Cost (S/coal ton) $0.00 $0.00 $0.00 $0.00 $0.00

CO; Cost (S/MMbtu) $0.00 $0.00 $0.00 $0.00 $0.00

Total Coal Cost (S/ton) $90.12 $84.03 $60.81 $63.44 $39.33
Total Coal Cost (S/MMbtu) $3.47 $3.36 $2.58 $2.76 $2.23

Coal Plant Fuel Cost (S/Mwh) $34.66 $33.61 $25.77 $27.58 $22.35
Plus: Variable OSM (S/Mwh) $3.00 $3.00 $3.00 $3 no $4.00

Total Variable Coal Cost (S/Mwh) $37.66 $36.61 $28.77 $30.58 $26.35

Gas Equivalence
CCGTTotal Variable Fuel Cost (S/Mwh) $37.66 $36.61 $28.77 $30.58 $26.35
Less: Variable O&M (S/Mwh) ($1,001 1S100) iSl.OO) ($1,001 ($1.00)

CCGT Fuel Cost (S/Mwh) $36.66 $35.61 $27.77 $29.58 $25.35

Equivalent Gas Price ($/Mmbtu, at the CCGT) $4.89 $4.75 $3.70 $3.94 $3.38

Coal Weiehtines Across United States 14% 23% 10% 8% 45%
I Weighted Average $3.98 1

Marginal Coal Capacity MW (11,000+ heat rate) 7,765
Total US Coal Capacity (MW) 336,291

% Marginal Coal Capacity 2.3%
Normal Capacity Factor 65'%
Annual Power Volumes Generated (MW) 44,213,910
Coal Displaced (Mmbtu) 442,139.100
WtdAvgCoal Heat Content (Mmbtu/ton) 21.5
Coal Tons Displaced Anuallv 20.555,049

"Normalized" Natural Gas Switchable Demand Potential (MMcf/d) 908.5 1

Source: BMO Capital Markets estimates, SNL, EIA.
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NiSource Inc. (no

Let's Talk Capex Baby, Let's Talk About M-L-P

HOLD i

Price target $40.00 A ) 

(from $37.00) fl 

Price $39.76 ." .i

Key Takeaway

On Sept. 29th, Nl will hold an Investor Day in NYC to review business 
operations & discuss strategic plans. We expect investors will seek color on 
large-ticket initiatives such as Rayne/Leach & WB XPress, project status updates 
& indications of incremental growth opportunities, and revisions to EPS & 
dividend growth targets. Moreover, after years of mounting MLP speculation, 
we believe mgmt is poised to formally commit to an MLP creation in 2015.

Potential guidance updates. At its last Investor Day in 2012 (Nl historically hosts these 
events biennially), the company unveiled 5-7% EPS St 4-6% dividend growth targets, 
outlooks to which it has since held fast. However, with the ongoing ramp-up of existing 
operations, an expanding inventory of high-quality midstream investment opportunities, 
and the potential for an MLP structure to provide a lower cost of capital, we believe mgmt 
may revise these targets higher. Specifically, we project a 2014-19 EPS CAGR of -8.5% and 
a dividend CAGR of -9.0% over the same period. We also anticipate initial 2015 non-GAAP 
EPS guidance range of $1.80-$1.90 ($1.87 |EFe).

Key projects & investments. With NTs much-anticipated Rayne/Leach XPress project 
now formally in execution, we look to the Investor Day for additional discussion regarding 
its size, timing, and return profile. We also anticipate more detail regarding the WB 
XPress initiative, which remains under development. Finally, we note the potential for new 
investment announcements and would expect a positive response to such news given the 
market's recent conditioning to value backlog opportunities.

Anticipating a formal MLP decision. With a projected -$400-500mm equity / equity- 
alternative financing need next year, wc expect Nl to announce formal plans to create an 
MLP in 2015. In addition to its FERC-approved modernization investments & market-driven 
expansions, CPG has a large & low-risk backlog of drop-down suitable assets which we 
believe will enable an NI-MLP to articulate a competitive growth story. We view a midstream 
MLP as the most attractive alternative financing solution for Nl and detail our analysis on 
pages 5-7.

Valuation/Risks
We are lifting our PT to $40, from $37, due to higher projected 2016 CPG EBITDA and 
other model adjustments; our PT is derived via a combination of DCF, SOP, and target yield 
approaches. Deviations in assumptions regarding rate case outcomes, interest rates, capital 
costs, and project execution could alter our cash flow projections and price target.

USD Prev. 2013A Prev. 2014E Prev. 201SE Prev. 2016E

Cons. EPS - 168 1.70 180 1.84 1.97 2.00'

DPS 0.98 1.02 !.07 1.08 1.14 1.17

fBlTDA(MM) 1,729.4 1,885.9 1.891.5 2,093.2 2,097.6 2,235.3 2,250.7

EV/EBI7 DA 12. Jx 11.2x 10.1 x 9.4x

EPS

Mar 0.69 0.79A - -

jun 0.23 0.25A

Sep 0.16 0.17

Dec 0.46 0.50

FY Dec 1.54 1.70 1.88 1.87 1.96 1.98

FY P/E 25.8* 23.4x 21.3x 20.lx

Financial Summary

Net Debt (MM): $8,723.7

Net Debt/Capital: 59.1%

Long-Term Debt (MM): $7,640.6

Dividend Yield: 2.6%

Market Data

52 Week Range: $40.66- $30.09
Total Entprs. Value (MM): $21,260.0
Market Cap. (MM): $12,536.3
Shares Out. (MM): 315.3
Float (MM): 312.7

Avg. Daily Vol.: 1,827,357

Christopher Sighinolfl, CFA *
Equity Analyst 

(212) 707-6420 CSighino@jefferics.com 
Christopher Tillett * 

Equity Associate 
(212) 284-4697 ctillelt@jel1enes.com 

Corey Goldman * 
Equity Associate 

(212) 284-3411 cgoldmal@iefleries.com
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Scenarios

Target Investment Thesis

• Infrastructure modernization programs to 
generate steady growth & returns across 
all segments over the next decade

* Nl will IPO a midstream MLP in mid-2015, 
to be announced in 3Q14

■ Multiple growth projects in midstream 
segment add to overall Utica/Marcellus 
takeaway capacity; projects are delivered 
on time and on budget

■ 2015 EPS: $1.87; 3Q15 dividend:
$0.28/share; Target Price $40

Long Term Analysis
Historical Dividend Yield (3-year)

***»«9* — •

Source: FactSet, Jefferies estimates

^gSB^^S3BSSCSB5SSSES9E8SSOSBBB^SSS^^SSS

Upside Scenario

Midstream growth projects come online 
ahead of schedule, under budget, and 
with above-forecast initial utilization rates, 
booting return characteristics 

MLP trades with a yield below -2.0%

Population growth in LDC service 
territories trends above our forecasts 

Extreme winter (cold) and summer (hot) 
weather patterns create conditions for 
added cash flow generation

2015 EPS: $1.95; 3Q15 dividend: 
$0.29/share; Target Price: $45

Long Term Financial Model Drivers

LT Earnings CACR -8.5%

5-Year Dividend CACR -9.0%

Earnings Payout Ratio -60%

Terminal Cash Flow Growth Rale 2.0%

Downside Scenario

Expansion projects presently in execution 
incur cost overruns & implementation 
delays, crimping returns

MLP growth rate stunted by poor 
performance or market conditions 

Adverse rate case outcomes and an 
inability to earn authorized ROE levels 

Rising interest rates crimp cost of capital, 
& target yield expectations; inability to 
secure additional investment projects 

2015 EPS: $1.80; 3Q15 dividend: 
$0.27/share; Target Price: $31

Other Considerations 

We have assumed dropdowns to an Nl- 
MLP occur at an escalating scale through 
the end of the forecast period and are 
completed on terms to enable distribution 
growth at a rate of -20%/year. We note 
that EBITDA may not be dropped at 
exactly this rate, but we are comfortable 
with the distribution growth assumption 
given additional levers (coverage, 
maintenance capex, equity/debt raises) 
available to mgmt.

Peer Croup

3Q15 Dividend Yield

3.r«»

■ Nl BSE ■SKE ■STR ' UCI 

Source: FactSet, Jefferies estimates

Catalysts

Formal announcement of MLP formation 

Project in-service announcements and the 
repopulation of expansion growth backlog 

Periodic regulatory decisions; extension of 
midstream modernization programs to 10+ 
years

Dividend raises (we anticipate increases in 
paid dividends will occur in 3Q each year)

page 2 of 21

Croup EV / 2015E EBITDA

■ Nl BSE ■SRI •SIR » UCI

Source: FactSet, Jefferies estimates

Recommendation / Price Target 
Ticker Rec. PT
Nl Hold S40

SE Hold $39

SRF. NC NC

STR Hold $25

UGI Hold $48

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, Columbia Pipeline Croup, 
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 Croup 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, IN.

Christopher Sighinolfl, CFA, Equity Analyst, (21 2) 707-6420, csighino(®jefferies.com

Please sec important disclosure information on pages 18 • 2! of this report. Jefferies
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Key Investor Day Discussion Topics
The upcoming Investor Day presents management with a forum to review its operations 

& illustrate strategic growth initiatives. We expect many executives to be present at the 

event and anticipate the day's discussion to principally focus on the following topic areas:

MLP decision. After illustrating a sustainable capex plan of -$2B/year, annual funding 

requirement of $500-$700mm/ and the likelihood of a 2015 equity issuance at its Sept. 

2012 Investor Day, the market has weighed Nl's alternative financing options and 

endlessly discussed the potential for a midstream MLP formation. In recent conference 

calls, Nl has sought to table the MLP question until its 2014 Investor Day and, as we have 

previously stated, we expect plans for a 2015 MLP IPO to be communicated at the event.

In total, Columbia Pipeline Group's inventory of identified expansion & modernization 

projects totals $8-$10B over the next five-to-ten years. We believe this sizable, low-risk 

investment opportunity, along with a large stable of existing drop-down suitable assets, 

will enable an NI-MLP to offer a highly competitive MLP growth story. In fact, with drop- 

downs used to fund organic growth projects, we think the MLP model offers strategic 

benefits to Nl and represents its most attractive alternative financing solution. Our specific 

MLP analysis is featured on pages 5-7; however, we believe it will be structured similar to 

other recent drop-down driven MLPs and capable of sustainably offering 20% annual 

distribution growth. Moreover, we expect the regulated nature of CPG's growth backlog 

to assuage investors' concerns about the stability of the MLP’s growth profile.

Guidance for 201S & beyond. Management has maintained its respective 5-7% EPS & 

4-6% dividend growth guidance since its 2012 Investor Day; however, with a host of 

newly announced organic growth projects, a continued ramp of existing expansions, 

several favorable regulatory outcomes since that date, and the potential for an MLP to 

provide for a lower cost of capital than initially contemplated, we believe management is 

likely to update both its earnings and dividend growth expectations. We anticipate 

modest upward revisions to these forecasts and project the new EPS and dividend growth 

guidance to both range 7-9%. We also expect management will unveil 2015 non-GAAP 

EPS guidance of $1.80-SI .90; our formal 2015 EPS estimate is $1.87.

Capital investment update. As the anticipated MLP will be utilized principally to fund 

NTs growing backlog of midstream investments, we expect management to spend a fair 

amount of time discussing new and ongoing projects. For example, last month, Nl 

formally announced the Rayne & Leach XPress projects, a combined S1.75B investment 

which will provide up to 1.5 Bcf/d of natural gas transportation capacity from Marcellus & 

Utica production areas to markets served by Columbia Gulf & Columbia Transmission. 

Given the size/scale of these projects, we expect more color on their timing/return profiles 

and anticipate additional detail on the WB XPress project, which remains in development.

Valuation
We have lifted our PT to $40, from $37, due to higher projected 2016 CPG EBITDA and 

other model adjustments; our target is derived via a combination of DCF, SOP, and target 

yield approaches. With modernization projects, environmental upgrades, and midstream 

investments we project 5-year EPS & dividend CAGRs of -8.5% and -9.0%, respectively. 

However, at current levels we believe shares are fairly valued and maintain a Hold rating.

Risks
Deviations in our assumptions regarding regulatory outcomes, interest rates, capital costs, 

and project execution could alter our cash flow assumptions. Similarly, differences in MLP 

decisions could alter our valuation analysis and price target.

pagi- 3 ol 21 Christopher Sighinolfi, CFA, Equity Analyst. (212) 707-64 20. csighino@jelteries.com

Please see important riisctosure information on pages 18-21 ol this report. Jefferies
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Nl mgmt's extensive experience with 

regulated gas and electric utilities 

has fostered a differentiated strategy 

when it comes to the company's 

midstream assets.

Expecting a Formal MLR Announcement "

In our initiation on Nl fPridno in PerfertinnV we commented extensively on the possibility 

of a NiSource MLP. Nl management has publicly stated it needs an equity infusion of 

$400-$500mm in mid-2015 to fund its growth & has acknowledged it is investigating a 

midstream MLP IPO as an alternative means of providing that financing. Since initiating 

coverage in April, we have continued to discuss the MLP option with management and 

investors, and now firmly believe a NI-MLP will exist by early/mid 2015; we expect a 

formal MLP announcement at the analyst day next week. However, given Nl's VTD 

performance, its current share price, and the negative performance of yieldco sponsors 

following their recent yieldco IPOs, we remain neutral on the shares despite the 

Company's strong fundamental positioning.

Updates to Capital Plan
Rayne/Leach XPress

In mid-August Nl announced that it had moved its much-anticipated Rayne/Leach XPress 

project into execution. The S1.75B, 1.5 Bcf/d project will provide northeastern producers 

with critical additional access to Midwest and Gulf Coast markets. The project involves 

construction of 160 miles of pipeline, additional compression, and related facilities on Nl's 

Columbia Transmission & Columbia Gulf systems and is supported by long-term firm 

shipping contracts with Range Resources, Noble Energy, Kaiser Marketing Appalachian, 

and American Energy Partners.

WB XPress

We also look to the Investor Day for information on NTs WB XPress project, which remains 

in development. We estimate the project to cost -$750mrn and management has noted 

an expected completion date for the 1.3 Bcf/d pipeline in 4Q18. The project will provide 

additional takeaway capacity to Marcellus producers with access to major pipelinB 

interconnects in both eastward and westward directions.

Capital Expenditure Guidance

In prior presentations, management has guided a -$2B+ yearly capex plan, a level which 

we expect will continue, or be revised only modestly upward. Additional opportunities for 

capital expenditures could include incremental pipeline enhancements, expansion of Nl’s 

gathering & processing )V, Pennant Midstream, additional northeast G&P projects or JV's, 

and/or development of LNG opportunities associated with NTs Columbia Gulf pipeline 

and Cameron Access projects. In addition, we highlight the modernization programs 

present at all three Nl subsidiaries and note the potential for additional expansion projects 

at the gas and electric distribution businesses.

The Nl Approach to Midstream Growth

Nl’s approach to growth is unique, even among other midstream players; management’s 

extensive experience with regulated gas and electric utilities has fostered a differentiated 

strategy when it comes to the company’s pipeline & storage assets. In January 2013, Nl 

and the FERC agreed to a 5-year settlement on a systematic infrastructure replacement 

program for the Columbia Gulf Transmission system, amounting to $300mm/year in 

capital spending beginning in 2013. Management has also noted that it is actively seeking 

to expand this program to 10+ years and it believes such an agreement is likely. The 

relative age of this pipeline system and its prime positioning atop the prolific Appalachian 

gas basins make this system an ideal candidate for such a modernization program. The 

program represents S300mm/year of tracked, regulated infrastructure investment over 

the next five years, which is in addition to any growth generated by a number of pipeline 

expansion and greenfield projects Nl has already laid out over the next decade. NiSource 

is the only midstream name to have a regulated modernization program of this kind.

page 4 of 21
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Exhibit 1: Potential MLR 

Structure

Source: Jefferies estimates

Exhibit 2: Nl MLR Assumptions

2015 Market Cap to DCF
IS.iK

IPO Prit.
12?.00

Targot Intarast Rate
5.096

Total Units Outstanding @ IPO 
74.72

Float Vaar 2015 
15.096

2016 Dropdown 
20.096

2017 Dropdown
27.596

2010 Dropdown
50.096

2019 Dropdown
57.596

Profact Financa Equity
50.096

Maintananca Cape* as 96 EBITDA
15.0%

Assumad MLP 2016 Vlald whan Trading
7.5096

Total MLP Market Cap
54.092

2016 Nl Ownership
61.396

Nat Market Cap to NISource
52.510

Source: Jefferies estimates
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In total, CPC's inventory of identified expansion & modernization projects totals $8-$10B 

over the next five to ten years. With such a large Si low-risk opportunity, we view the 

midstream growth prospects ol an NI-MLP as best-in-class and think achieving a sustained 

-20%+ distribution CACR over the first few years is a realistic goal. We would also expect 

the regulated nature of this growth to assuage any investors' concerns about the stability 

of the potential distribution growth & to draw a premium valuation relative to MLP peers.

Valuing an NI-MLP
How Might a NiSource MLP be structured?

Given the projected $400-$500mm mid-2015 equity need, we believe Nl will initially seed 

its MLP with -$110mm in annual EBITDA and sell an approximate 30% interest in it to the 

public. While we expect NI-MLP to trade at a premium valuation given the caliber of its 

assets & drop-down inventory, we assume that its initial sale to the public will price at an 

implied -15.0x FY EV/LP-EBfTDA multiple, a -2.0x discount to the current midstream MLP 

group average, in order to ensure robust demand & strong, supportive initial trading 

behavior. In addition, to limit market confusion regarding its future drop-down inventory, 

we believe Nl will first consolidate its pipeline interests into a single LLC entity, then drop

down an increasing ownership interest in the LLC to NI-MLP. It is our belief that Nl would 

need to initially drop -15% of total CPC 2015E EBITDA (-$11 Omm) into the MLP & could 

retain a -70% limited partner (LP) interest, to generate -$450-500mm in targeted 

proceeds and mitigate any potential tax leakage from the deal (see Exhibit 2).

The Devil in the Details

Since Nl has not yet formally announced an MLP, our calculations of any potential value 

are based on historical precedents as well as our best estimate of what would be 

strategically most beneficial to Nl in terms of structure, timing, and cash flow. We have 

assumed an IPO price of $22/unil, no initial MLP debt, and an IPO date at the mid-point of 

2015. From these base assumptions we are able to build a crude MLP model with three 

primary goals: 1) raise approximately $450-$500mm in retained IPO proceeds for Nl, 2) 

target an initial -20% distribution CACR, and 3) target a net debt/EBITDA ratio of -4.Ox by 

YE2019. It is through achieving these goals that we believe Nl will be able to maximize the 

value of its MLP as well as the value of its CP & IDR interests.

■ At an IPO price of $22/unit, Nl would need to sell -19-24mm LP units to raise its 

targeted $400-$500mm in retained proceeds; given its extensive organic growth 

opportunities, we have assumed 22mm units are sold & -$475mm is retained.

■ At the $22 IPO price, we have assumed a target yield of -4.0% based on SEP’s 

implied 3Q15 yield of -4.7% & VLP’s implied 3Q15 yield of -2.5%. This target 

yield is not a trading yield, but is simply used to determine an initial quarterly 

distribution assumption at the IPO, which we estimate at -22C/unit.

■ Our assumptions for the quarterly distributions & dropdowns are codependent:

■ As previously stated, we have assumed -15% of Columbia Pipeline 

Croup's (CPC's) 2015E EBITDA will be dropped into the MLP upon IPO

• To achieve desired distribution growth without sacrificing LP coverage, 

we have assumed incremental drops of escalating EBITDA size, ranging 

from -$60mm (annual EBITDA) in 2016 to -$130mm in 2019

• We assume drop-downs are funded 50/50 debt/equity & that LT debt 

is raised at a static average coupon of 5.0%. As VLP currently implies a 

3Q15 distribution yield of -2.5%, we assume that NI-MLP will trade to 

that range post-IPO (-2.5%) & we've formally modeled a -2.6% 1Q16 

target yield for equity raises (-3.8% discount to market price), with an 

assumption the target yield rises by -0.35%/year through 2018.

Christopher Sighinolfi, CFA. Equity Analyst, (212) 707-6420, <5ighino@ief1eries.com

Please see important disclosure inlormation on pages 18-21 ol this report. Jefferies
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As rates rise, it will likely become 

more expensive for MI.Ps to raise the 

equity & debt necessary to fund 

expansions, squeezing project 

returns and potentially curtailing 

market perceptions of the sector's 

growth backlog. Nl MLP’s assumed 

debt free beginnings will help 

insulate it from this capital market 

risk.

We estimate Nl will own -61 % of all 

outstanding I.P units as of the end of 

2016, implying a $1.88 net market 

cap to NiSource after consideration 

for a 20% LT cash tax rate and a 10% 

liquidity discount.

With the potential for such strong 

distribution growth, NTs MLR could 

quickly ramp through its IDR 

structure; we currently estimate the 

50% splits are reached within nine 

quarters, 

page 6 ol 21

• We assume distribution raises of 1.25«/unit begin immediately afte™ 

the IPO and accelerate in 2016-2019 at a pace which allows NI-MLP to 

achieve an approximate 20% annual growth rate.

■ Maintenance capex represents 15% of the MLR EBITDA. We note that on a TTM 

basis, CPC depreciation has approximated 20% of its EBITDA so, in effect, our 

assumption is that maintenance capex will run roughly 75% of depreciation. We 

expect this ratio will decline over time as many MLPs run closer to -50% and 

have modeled it to fall to roughly 10% of EBITDA by 2019.

Under these assumptions, we estimate NI-MLP would have -$500mm in 2019 EBITDA, 

DCF of -$390mm, and LP coverage of -1.2x. While this LP coverage may appear too loftv 

to some, we note that EPB carried on average LP coverage ratio of -T.5x from 2008-2012. a

period in which it acquired -t820mm in annual EBITDA via drop-downs at a total cost of

-S7.4B. The drop-down/distribution growth scenario we have modeled would also allow 

the MLP to power through its IDRs, cresting our assumed 50% split level within just nine 

quarters following the IPO, thereby maximizing the value of NTs CP ownership position.

It is worth noting the advantage to a young MLP of IPOing with no initial debt, as we have 

assumed for Nl MLP. In the present rate environment, access to capital is unrestricted and 

capital itself is cheap, which has aided MLPs as they pursue organic growth initiatives and 

acquisitions. Fed Chairman janet Yellen has been known as a supporter of easy monetary 

policy, but if (and when) that situation reverses, funds may begin to flow elsewhere as 

investors seek higher yields and MLPs struggle to grow distributions commensurate with 

inflation. MLPs are largely evaluated upon their growth prospects, which have multiplied 

since the crisis as domestic oil & gas supplies have been discovered and low interest rates 

have enabled inexpensive forms of financing. As rates rise, however, it will likely become 

more costly for MLPs to raise the equity & debt necessary to fund such expansions^ 

squeezing project returns & curtailing market perceptions of the sector's investabB 

backlog. NI-MLP's assumed debt-free beginnings will help insulate it from this capitar 

market risk and minimize headwinds to its drop-down strategy as leverage gradually 

grows to a 3x-4x net debt / EBTIDA level.

So, what's it worth?

To find the value of the MLP to Nl, we have assumed that the units of the partnership 

trade at a 2.5% yield following the IPO. Though this is less than half the average yield of 

our MLP coverage universe, we note that EQM, MPLX, PSXP, and VLP all trade with 

implied 3Q yields of -2.0%-2.5%. Given the caliber of NI-MLP’s assets & drop-down 

inventory, and our estimate of a -20% distribution CAGR from IPO through 2019, we 

believe a -2.5% trading yield is a defensible assumption for post-IPO equity value.

We calculate a Nl MLP market cap of roughly $4.1 B as of the end of 2016 (presumed first 

full calendar year in operation) based on a 2.5% projected yield, a $1.19/unit annualized 

4Q16 distribution rate, and -86.0mm LP units given the aforementioned variables. Our 

model assumes Nl does not make incremental sales of its own LP unit interests (i.e. Nl 

permanently holds the units it retains at the IPO), but we note that should Nl require a 

cash infusion at some later date (beyond what it will raise via drop-downs), selling those 

units would be a realistic funding option. But assuming no sale, we estimate Nl will own 

-61% of all outstanding LP units as of YE2016, implying a $1.8B net market cap to Nl after 

accounting for a assumed -20% long-term cash tax rate and a 10% liquidity discount.

Longer-term, the most valuable aspect of sponsoring an MLP comes from the ability to 

receive Incentive Distribution Rights (IDRs). As previously stated, our NI-MLP drop-down 

& distribution assumptions result in quarterly distributions that trigger the 50% IDR splits 

in 3Q1 7. The value of these GP cash flows is compounded by the fact that they continue 

to grow at a much faster rate than LP unit distributions and require only minimal futura

Christopher Sighinolfi, CFA, Equity Analyst, (212) 707-6420, csighino@jeffefios.com
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Our SOP analysis yields a -$40 price 

for Nl, including ownership of LP 

units and GP IDR cash flows.

equity infusions from the GP (just enough to maintain the 2% book equity GP position). 

For NI-MLP, we value the GP payments based on projected 2018 GP distributions of 

$45mm, tax effected at the statutory 35% rate, and ascribe a 25x multiple to find an 

implied equity value. The GP multiple selected represents an approximate 5x premium to 

PAGP’s -20x marketcap / 2018E GP DCF multiple, which we believe is appropriate given 

Nl's faster pace of GP cash flow growth. PAGP's sole assets are ownership rights in Plains 

All American's (PAA) GP, and it offers the purest comp in the group.

With these considerations, we calculate a -S40/share value for Nl via a Sum-of-the-Parts 

valuation analysis (see Exhibit 3 below). This SOP approach incorporates a -S1.8B equity 

value for Nl's assumed LP ownership position & a -$735mm equity value for its GP 

ownership. We ascribe a 9.25x EV/EBITDA multiple to Nl's Gas Distribution business (a 

premium to peers), a 12x EV/EBITDA multiple to CPC's remaining (non-dropped) EBITDA 

as this is the multiple at which we assume the remaining asset will be dropped, and we 

use an 8.75x EV/EBITDA multiple for Nl's Electric utility. Please carefully read the footnotes 

to Exhibit 3 for additional detail on our analysis & explanation of our valuation 

assumptions. Of note, at management's direction, we do not ascribe any value to the 

-14,000 net acres Nl owns in Ohio given no near-term plans to develop (drill) the area 

nor any current plans to monetize the position. In addition, as our SOP ascribes multiples 

to projected 2016 EBITDA & the estimated growth in EBITDA over the next few years will 

be partially funded by additional leverage, we incorporate a projected YE2016 Balance 

Sheet, excluding any debt transferred to the MLP, when translating our enterprise value 

estimation into an equity value projection.

SBS9S39
Exhibit 3: Nl Sum-of-the-Parts

.Sum of-the-Pirt» Valuation^

iQoiSt EBITDA 3 £M4LtJp!«2 ^mplJedP/}

Gas Distribution S8I6 9.25* 17,547

Columbia Pipeline Croup (less MLP) 1686 12.00* 18,234

Ml P Market Cap net to Nl 11,80?

7018CP Distributions 25.00* 1735

Eiectsit DisUibu’.ion 1641 RObx 14,755

Corporate h Other in 500* 163

Enterprise Value 123.141

(Net Debt) (110,693)

(Pension fc Operating 1 ease Obligations) (1160)

Plus Inventory 1425

Implied Market Cap 112,713

Shares Outstanding 316.1
| Impjje’dJ ZjitontTrpriceTargtt i

Source: Nl reports and Jefferies estimates

Note: Wc ascribe a 0.75x premium to the gas utility peer group multiple given the large service 

territory, modernization programs, and generally favorable regulatory climate. The CPG EBITDA 

excludes EBITDA dropped to NI-MLP by 2016 and 12.Ox is the I V multiple we assume for drop-downs. 

For LP valuation, we assume NI-MLP trades with a distribution yield of 2.5% in 2016 and Nl retains a 

-60% LP position; we've tax elfected this at a 20% LT cash tax rate & assumed a 10% liquidity 

discount given Nl's sizable retained LP position. The 25.0x multiple ascribed to 2018 GP distributions 

is a S.Ox premium to PAGP’s current 2018 GP multiple which we believe is appropriate given its much 

faster rate of GP cash flow growth; we tax-effect GP distribution by the 35% statutory rate. As we have 

employed 2016 EBITDA in this analysis, we have rolled the Balance Sheet to YE2016 expectations and 

excluded the debt held by the MLP. In addition, we only hit Nl for 25% of estimated pension shortfall 

as we view it longer-term as a rate payer issue. Finally, our PT has been rounded to the nearest 10C.
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Where's the Initial Value? "

Exhibit 4 details the performance of high profile yieldco & MLP entities recently IPOed, as 

well as the performance of their respective sponsors. Despite opening on average >22% 

over their IPO price, new YTD yieldco/MLP entities have continued to showcase strength, 

outperforming their parent sponsors by an average of roughly 35% since the IPO. 

Meanwhile, we highlight that the sponsor of the latest v/e/dcos & MLPs (ABC. A/ff. SUNE.

WLK. RIC) have nearly all sold off since the IPOs, declining an average of ~6%. We believe 

there are several explanations for the relative performance delta between yieldcos/MLPs 

and sponsors, including 1) event selling, 2) rotation into higher yields, 3) rotation into 

presently faster growing dividends, 4) tax-exempt status, and 5) IDR read through.

With IDR structures, CPs are entitled to receive an increasing amount of MLP/yieldco cash 

flow after satisfying certain preset payout targets to their LPs. IDRs align the interests of 

the CP with those of the LP as they incent the CP to improve operating performance and 

increase cash flows to the Limited Partners. The target levels (also referred to as splits) are 

typically set according to a predefined formula, the most common of which is a fixed 

percentage above the MQD on all units (15%, 25%, and 50%). However, IDRs can also 

produce a longer-term misalignment in CP vs. LP incentives.

In the early stages of a yieldco/MLP (-1-3 years), we believe the Partnership benefits more 

from the IDR framework than the parent as the parent is highly incentivized to grow 

distributions as fast as possible in order to reach the high splits, but is not mature enough 

to act as a cost of capital drag. Once the highest split (typically 50%) is reached, we 

believe the IDR benefits swiftly and permanently shifts in favor of the CP.

Exhibit 4: Yieldco & MLP Comparative Table

^Yield Co / MlPNeme'/Ticker^ rent Name
vv,*:
TUtcr -,; IPO □•lei. • IDRi ,'.■’i'**r£MPO Range : a Opening 4 «*«;Yieldco / MLP ■ / 1 Parent Performance Since, ' IDRi ‘ IPO Price ^ u?.S: Premium' •<*. : ' ^1 >■-.»Slnc> irOji‘^>j,rN>iac» /.Mlf, IPO^. .

me Yield NYLD NRG Energy NRG 7/18/2013 No U9121 J22.00 526.75 21.6% 129.9% 8.5%

Abengoa Yield ABV Abengoa ABC 6/13/2014 No 12 3-175 J29.00 535.16 71.2% 29.9% (1.9%)

Nexltra Energy Partner* N£P Next Era Energy Nt£ 6/27/2014 Yes S23 125 S25.00 532.55 30.2% 45.8% (6.2%)

Tcrraf omti Power TERP SimEdison SUNE 7/18/2014 Yes S? 3.525 525.00 533.25 33.0% 20.3% (11.3%)

West take Energy Partners WIKP Westlake WLK 7/30/2014 Yes 519-52 1 524.00 530.28 26.2% 28.1% 5.9%

Transotean Partners RICP Transocean RIC 7/31/2014 Yes 519 521 122.00 522.00 0.0% 19.5% (17.4%)

Source: FactSet

Note: Averages are only for entities which have undergone structural change in 2014.

The negative performance of YTD yieldco & MLP sponsors offers a cautionary note, we 

believe, for investors bidding up C-corp. shares ahead of affiliated MLP or yieldco IPOs. 

Recent examples indicate the early opportunity is in the LP itself and not its CP sponsor.

While it is difficult to decipher exactly how much value is currently imbedded within Nl 

shares for its MLP opportunity given 1) a deepening midstream investment inventory, 2) 

supportive YTD regulatory outcomes, and 3) persistent takeout speculation, we highlight 

that Dominion (D, $68.92, Hold), a close competitor of Nl, has traded roughly flat since it 

filed an MLP S-1 in March, underperforming its utility peer index by -7% over that period. 

Furthermore, we note that Nl shares have run -11.3% since our April 2nd initiation, sizably 

outperiorming the utility index (XLU) by -780 bps but closely tracking the MLP index 

(AMZ), which is up -13.9% over the period. Accordingly, we believe the market has 

already imputed the increasing likelihood of an NI-MLP into the company's valuation. For 

utility investors with overweight positions in the name, this has led to significant relative 

outperformance; however, we caution that it also renders Nl more susceptible to MLP 

market behavior (vs. utilities) going forward and heightens the trading risk illustrated in 

Exhibit 4 above. M
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Chart 1: F14E EBIT Composition

3

Source: Jefferies estimates

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 Marceilus 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 Gas 

Distribution, and NiSource Electric Operations. The company’s headquarters are in 

Merrillville, IN.

Exhibit 5: NiSource Organizational Structure

Source: Nl, Jefferies

Exhibit 6: CPC

Source: NiSource

page 9 of 71

Segment Overview
Columbia Pipeline Group
The Columbia Pipeline Croup (CPC) 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. CPC’s three principal 

subsidiaries (Columbia Cas Transmission, Columbia Gulf System, and Crossroads 

Pipeline) own and operate interstate pipelines across the eastern seaboard from Texas to 

New York.

Columbia Cas Transmission moves an average of 3 Bcf/d of natural gas through 12,000 

miles of pipelines and 92 compressor stations in 10 states.
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The system also includes 37 storage fields with 650 Bcf of total storage capaci 

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 11 compressor stations. Columbia Gulf is connected to nearly every major 

pipeline system on the Gulf 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, Gulf Coast, Permian Basin and Canada.

The company also participates in a number of storage and transmission JVs across the 

Marcellus. Hardy Storage Company is a joint venture between CPG and Piedmont Natural 

Gas with a working storage capacity of 12 Bcf in West Virginia. Millennium Pipeline, a 

venture with National Grid and DTE Energy, is a 182-mile pipeline across New York State 

delivering 0.53 Bcf/d to Northeast markets.

Growth Projects fit Modernization Program

Pipeline Modernization — In January 2013, NiSource and FERC agreed to a 5-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/year and began in 2013. During the 4Q13 earnings call, management noted 

that recovery on 201 3 spending will begin on Feb. 1, 2014 and that investors can expect 

an additional $300mm/year through 2018. Management has also noted that there is 

potential to expand this program, which generates a steady, regulated return 

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 Sr 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 Sr 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 $370mm, $185mm of which will be paid by 

NiSource.

Cameron Access - Once completed, Cameron Access will connect NiSource’s Columbia 

Gulf pipeline to Sempra's Cameron LNG terminal on the Gulf Coast. This facility received 

DOE approval for LNG exports in February 2014, FERC approval in June 2014, and Nl 

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 CPG has already entered into binding precedent agreements for this project.

West Side Expansion — The West Side Expansion project is a ~$200mm investment 

expected to bring an additional 500MMcf/d of capacity on NiSource’s Columbia Gas 

Transmission system to transport Marcellus gas to markets on the Gulf Coast. The 

anticipated full in-service date on this project is 4Q14.
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Exhibit 7: NiSource Cas 

Distribution

Source: Nl reports

East Side Expansion — The East Side Expansion project is a -$275mm investment to 

provide an additional - 31 SMMcf/d of capacity on NiSource's Columbia Gas Transmission 

system to move northern Marcellas supplies to Northeast and Mid-Atlantic markets. 

Management expects this project to be fully in-service by the second half of 2015.

Rayne-Leach XPress — The Leach XPress and Rayne XPress projects will connect shale 

production to markets along the Columbia Gas (Leach) and Columbia Gulf (Rayne) 

systems, and are expected to provide a combined 2.5 Bcf/d of incremental capacity (1.5 

Bcf/d on Leach XPress / 1.0 Bcf/d on Rayne Xpress). Rayne-Leach, along with the West 

Side Expansion, will ultimately render the Columbia Gulf pipeline bidirectional, and given 

the -125-mile greenfield expansion necessary to complete the project, we're anticipating 

a late-2017 to early-2018 completion and in-service date for the expanded capacity.

Valuation

We calculate a -S8.2B enterprise value for the Columbia Pipeline Group within our SOP 

by applying a 12.0x multiple to our 2016 EBITDA estimate of $686mm less assumed MLP 

EBITDA. This multiple is based on our assumed drop multiple from CPG to the MLP.

NiSource Gas Distribution
NiSource Gas Distribution (NGD) 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 Gas of Pennsylvania, Columbia Gas of Virginia, and NIPSCO (Northern Indiana 

Public Service Co.). NIPSCO is an Indiana utility and provides both natural gas and 

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. As of the end of 201 3, 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 -20% of sales.

Modernization Programs & Rate Cases

NGD has a remarkable platform for sustainable earnings growth through its varied 

infrastructure replacement programs across its seven jurisdictions.

• Kentucky (-S200mm 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 -10.5%.

• Maryland (-S60mm rate base) - Columbia Gas 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 9.6%.

■ Massachusetts (-SSOOmm rate base) — Columbia Gas of Massachusetts 

(formerly Bay State Gas Co.) has a long term infrastructure replacement 

program of $20-S25mm per year that is tracked with annual filings. Columbia 

Cas of Massachusetts just 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 was 

effective as of 1Q14.
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Exhibit 8: NiSource Electric

Source: NiSource
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» Ohio (-S1.4B rate base) — Columbia Gas of Ohio has a long ter 

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 Gas of Ohio’s authorized 

ROE is 10.4%.

• Pennsylvania (~$900mm rate base) - Columbia Gas of Pennsylvania has a 

long term infrastructure replacement program of $100-5150 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 July of 2013 with a forward-twelve-month test year. We estimate Columbia 

Gas of Pennsylvania’s allowed ROE to be -11.25%.

» Indiana (-5725mm gas rate base) - Northern Indiana Public Supply Co.'s 

(NIPSCO) gas division has an estimated 5725mm rate base with a seven-year 

infrastructure replacement program of -5100mm/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 -10.2%.

Valuation

We calculate a -57.5B enterprise value for NGD by ascribing a 9.25x multiple to 2016 

estimated EBITDA of 5816mm. We calculate the average gas LDC EV/EBITDA multiple at 

8.5x, but have ascribed a premium to the average due to NiSource's large and varied 

service territory, large infrastructure modernization programs, and generally favorable 

regulatory climates.

NiSource Electric Operations
"I
•air

The NiSource Electric Operations segment houses the electricity business of NIPSCO a 

serves 455,000 customers across 20 counties in Northern Indiana. The segment's overal 

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 GWh volumes. Industrial customers comprise <1% of the customer base, 

but are responsible for 55% of volumes. Commercial customers represent 12% of total 

customers but 20% of total usage. Wholesale users comprise the remainder of both the 

customer base and transportation 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, 51.IB capital investment 

program was approved in mid-February and began 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 earn a -12% return on this program.

System Upgrades & Transmission Projects

NIPSCO is also undertaking several upgrade projects on its electric plants, including 3 flue 

gas desulfurization (FCD) facilities for $250mm each {one was completed at the end of 

2013) and other environmental upgrades for $50-S60mm 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 present a -51B 

capital expenditure opportunity over the next five years.
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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 -12%.

Valuation

We calculate a -S4.8B enterprise value for Electric Operations by ascribing an 8.75x 

multiple to 2016 estimated EBITDA of $543mm. We calculate the average LDC EV/EBITDA 

multiple at 8.5x and have ascribed a slight premium to Nl's Electric Operations segment. 

While we would ordinary like to value electric utility operations on a price-to-earnings (PE) 

multiple, Nl does not report quarterly Net Income or debt balances for NIPSCO Electric. 

However, we highlight that our 8.75x EBITDA multiple approximates a -19.5x PE multiple 

assuming -$179mm in Net Income and splitting FERC reported NIPSCO debt balances by 

the respective electric & gas rate bases.

Valuation Analysis
Our $40 Nl price target is derived via a combination of Sum-of-the-Parts (SOTP), 

Discounted Cash Flow (DCF), and Target Yield 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.

Sum-of-the-Parts
Our Sum-of-the-Parts analysis aggregates stand-alone valuations for Nl's collection of 

businesses by ascribing multiples to 2016E EBITDA for each of the company's segments.

Exhibit 9: Sum-of-the-Parts Valuation

■ £201<ttEBITDA4^H i Ird rV HfETT'rtaryfl

Gas Distribution $816 $7,547

Columbia Pipeline Group (loss MLP) $686 12.00. $8,234

M[P Marker Cap net toNI $1,80/

7018 GP Disiributions $45 ?5.00x $735

[lectric Oistribulion $54} 8.75. $4,755

Corporaie (j Ottser $13 5.00* $63

Enterprise Value $23,141

(Net Debt) ($10,693)

(Pension & Operating Lease Obligations) ($160)

Plus Inventory $425

implied Market Cap $12,713

Shares Outstanding 316.1
| TirgeT;

Source: Jefferies estimates

Note: We ascribe a 0.75x premium to the gas utility peer group multiple given the large service 

territory, modernization programs, and generally favorable regulatory climate. The CPC EBITDA 

excludes EBITDA dropped to NI-MLP by 2016 and 12.Ox is the FY multiple we assume for drop-downs. 

For LP valuation, we assume NI-MtP trades with a distribution yield of 2.5% in 2016 and Nl retains a 

60% LP position; we’ve tax effected this at a 20% LT cash tax rate & assumed a 10% liquidity discount 

given NTs sizable retained LP position. The 25x multiple ascribed to 2018 CP distributions is a 5x 

premium to PACP's current 2018 CP multiple which we believe is appropriate given its much faster 

rate of CP cash flow growth; we tax-effect CP distribution by the 35% statutory rate. As we have 

employed 2016 EBITDA in this analysis, we have rolled the Balance Sheet to YE2016 expectations and 

excluded the debt held by the MLP. In addition, we only hit Nl for 25% of estimated pension shortfall 

as we view it longer-term as a rate payer issue. Finally, our PT has been rounded to the nearest 104.
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Discounted 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 $550 million, which represents -200 bps/year of terminal cash flow growth 

including inflation. The analysis also yields a $40 share price.

Exhibit 10: DCF Valuation Analysis
Discounted Cash Flow

EBIT $1,287.7 $1,454.8 $1,581.3 $1,683.2 $1,957.0

(CashTanes on FBiT) ($51.1) ($109.1) ($134.4) ($176.7) ($244.6)

NOPA1 $1,2 36.5 $1,345.7 $1,446.9 $1,506.5 $1,712.4

DfiA $603.9 $642.8 $669.4 $692.2 $769.9

(Cape*) ($2,175.0) (12.200.0) ($2,200.0) ($2,200.0) ($1,319.9)

(Oranges in NWC) ($276.3) ($2.5) ($11.7) ($4.0) $1.0

Free Cash Flow lotbe Firm ($610.9) ($214.0) (195.4) ($54) $1,163.4

Terminal Value [ $25,519.5 |

PV of Cash Flows 1 ($603.4) (1201.3) ($85.4) ($4.6) 122.473.4 |

Implied Enterprise Value 

(Net Debt)

(Pension ft Operating lease Obligations) 

Plus Inventory

121,578.7

($9,577)

(1160)

$350

Implied Equity Value $12.19?

Shares Outstanding $316.1

1 Implied 12-Month mm $39.80 |

Exhibit 11: Target Yield Analysis
iTargot,Yield Analysis

Projected 3Q15 Dividend S0.2&0

Historic 3-year Average Yield 3.4-4%

Target Yield 2-84%

Implied Price Target $39.40

Source: Jefferies estimates

Source: Jefferies estimates

Note: We assume 75% 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 -$5S0mm. Finally, our PT has been rounded to the nearest 1CN.

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 a single dividend raise next year by 2C to 

$0.28/quarter, resulting in an annual run rate of $1.1 2/share. Over the last three years (a 

period which avoids the 2008-09 market trough and saw the resumption of dividend 

growth), Nl carried an average dividend yield of -3.45%. Given the recent emphasis on 

modernization programs that generate regulated returns and a growing inventory of 

midstream investment opportunities, we have capitalized the 3Q15 dividend rate at 

-2.85%, a 50 basis point premium to the 3-year average, in our target yield analysis. The 

outcome implies a $39 share price.

Dividend Discount Model
We do not formally incorporate a DDM into our valuation approach but feature 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 $35 price.

Exhibit 12: DDM Valuation Analysis
Dividend Ditcount Model

Farnirgs Per Share 

Dividend per Share 

Implied Payoul Ratio 

Terminal Value

S! .70 

SI.02 

60%

201 ze

$1.87 $1.98 $7.04 $2.44

$1.08 $1.17 $1.28 $1.41

58% 59% 63% 58%

$36.28

PV ol Dividendl SI.01

PV ol Dividendi per Share

f -Implied IZ Month Pnie/TaroetT^fP*

$33.75

$34.80 j

SI .01 $1.03 $1.07 $29.65

Source: Jefferies estimates
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Exhibit 13: Nl Consolidated Statement of Income (SMM)
Contohdattd Income aKf»«i3Kf»i5 ^riqtSSgicjt^eS'rQi^ariQt ■SftFzOISE •g®20t6E

Hrv.-nuiM W.M/i 15,817 9 15.795.7 15.099 9 15.659 3 12.294 1 11.3350 11.150/ 11,727.A $*,502 4 $2.486 6 $1,4/1 2 $1,201 1 $1.85S 0 17,098 7 $7,495 0 $7,854 6 $0.698 4 $9.130 0

(Co»l t»J Sates) (SMiOSO (12.379 2) (12.334.1) (11,525.2) (H.81S.S) ($1,061 3) (1371.7) ($7 55.0) (1573.2) ($2,261.2) (11,105.8) ($392,1) ($269 5) (1592.9) (12,360.3) (12.438 0) (17.527,1) (12.622.1) ($2,705 2)

Net Revenue *5 341 8 13.438 7 13,461.6 13.574 7 U&H 8 It,232.8 1963.1 1695 7 11.149.5 $4,241.2 $1,380.* $1,079 1 1U>1$ 7 $1,262.0 la,/its 4 $S,0S70 1S.32/.5 $6,076.3 $6,424 8

(Operating & Masnlename txpensei) (St.60/6) (11.655 r. (11.688.1) ($1,674 6) ($1,873 •*) (ISO).2) (1533.1) ($496 6) ($557.4) ($2,088 3) ($574 8) (1599.9) ($163 6) (1618.6) (12.356 9) (12.5160) (12,653 1) ($1,008.33 ($3.179 9)

(De(>r«oallr)n to Arncrliraliun) (1589 4) (1596 3) (1542.8) (1563 9) (1577.3) ($148 7) (1149 1) ($150 7) (1155 4) (1603 9) ($160 8) (1157.5) ($160.0) ($164 6) ($642 8) (1669 4) (1692.2) ($769 9) ($802 0)

<0tS«r tiwi) (S2B1 «) (1284 4 (1293.3) (1287 8) (130(1 6) ($101.1) (173 4) ($681) (I86 0) (1328 6) ($110 7) ($81.4) ($'6 'I (192 0); (1360 1) (S37S9) ($393 7) ($437 8) ($459 5)

(Cam on Sale ol Aoeit) SOO WO $0.0 100 100 10.0 $0.0 100 10.0 100 $0 0 10.0 100 100 100 10.0 $00 $0.0 10 0

aniuTiNQ incow ar division

OiJtribution 1329 3 1342 9 1438 7 1450 2 14-18 8 $280 1 $62 5 16 A $1758 1525 0 $J^/.S $72.7 $16 6 1181 5 $Sbl 3 1585 3 $6160 $646 6 $663 1

Ccrfu/iilna I'lpetme 14 OS 8 1377 2 1360 4 13978 1422 8 $141 4 $103.4 197 3 1H34 1475 5 $183 S $126 7 $173 S $164 3 $1980 1688 0 $7390 1956 2 V.Ol? f>

tlcilric Oper*hon% lltii 4 1218 J 1195.1 1237 6 1265 3 174 2 $59 8 192.4 $52.3 $2/6 7 $75 6 $610 $93 9 $532 $283 7 $299 / 1319.9 $346.6 1377 S

Corporale f* Efirnmalloni («r l) (121 7) (142.2) (15 0) (S«.0) ($4 1) (16.9) ($3.5) $1 5 (113.0) (14 1) (15 6) (14 2) 17.5 (in 4) ($12 8) ($12.7) (113.3) ($136)

Total RecurrJna Oporatlno }n<om# >«6].2 1902.3 1952.0 11,080.* 11,127.9 1491.6 $218.8 $192.8 1161.0 $1,266.3 $$47.5 1254.8 $229.9 $401.5 $1,433.6 11.560.3 11,662.2 St,936.1 $2,059.7

Oiri(!> IrlLOlIK' / (lOM) (11 6) 13 a (17.3) 12 4 $24 2 1-1 5 175 $4 7 M 7 121 4 154 $56 $5 1 $52 12 1 2 121 0 121.0 $210 12 K)

Inleiesl Expenve * Net (liW2) (1392.2) (1376 ») (1418 3} (1434 8) ($109.1) (1)0" 1) ($1142) (1121.0) ($453 4) (1124 8) (1127.5) (1129.8) ($132.5) ($514.6) (1557.8) (1619 1) ($674 4) ($72 19)

Pretax income 1462 A 15139 1367.9 1664 / $737.3 13870 1117 2 $83 4 $2-16 / $834 3 $428.0 1132.6 $105 1 $274 1 $940 1 $1,023 5 $1,064 1 11,282 6 $1.3pP /

(Prov*iic*n)/8erelu lor Income Ta»e» (S183 l) (1189.7) (1196.2) (1231 8) ($254 8) <$U9 1) (139 4) ($28 4) ($88 8) (1295 8) (11M.8) (147.1) (137.3) ($97 2) ($313 3) (llfcH.5) ($385 7) ($468 2) ($495 2)

Iffett've T(j* Me 196H 36 9% J4 6* U.9% 14 6% .16.[)»6 il.6% j4.tm 16 0% 35.5% 35.5% iS.5% SS.1% 55.5% J5.5% )6.0% )6 1H J6.5% 36.5W

Net income (from Contmumg Operations) 1229 1 1324 2 1371 7 14^.9 1482 5 1247.7 $77 8 %SS 0 $157.9 $538 5 $276 3 185 7 1670 1176.9 $606 8 $6S5 1 $6/8.4 $814 6 $861.5

Hiring Dilute irsSnRBKBttSRSIBiKtr:ot|UPsj.:i^|^st.»itJfgsir44|iaisi:j4^3Ri;to.793!ESso.is|^iw.i>J^tos6]•ffiUniro] Sai$a87^i?:.10.27|SaElo;2l^af$OJ4!IK3li:87^^3ti;98^}^i2.'b4*^aBi2.>4]i|iE:i2.'57j

Average# criOiltileri iha'Cl Otitslandimj 2/S It 260 1 28H.5 300 4 3136 315 1 i16 1 316 5 317.2 316.2 117.5 317 9 3294 329 / 32 3.7 130.6 332.0 33i-4
i 334.9 |

Average a of shares ouUtancimu 2 75 l 277 6 280 4 291.9 312 4 314.2 1150 3154 316 I 315 2 3164 316 8 320 i 378 b 322 6 129 5 330.9 532-3
1 313 8 j

Dividends per Share 10.92 10.92 10.92 10.94 10.98 $0250 10 2 SO $0 260 $0260 $1.02 10 260 $0 2b0 SOW 10 200 j 11.08 $1.17 $1.28 $1.41 1 11.56 j

Payout Ratio | 91*b | 79** 7U81
6$U ! 64% 1 3.,'‘4, K>2% 150% 52% 60% 30% 96^ 1 56% >2% j 58% | 59% 63% 5*At | 61%:

GAAP Revenue 16.126 3 $3.826 8 15.797 5 ' 15.067 3 ; 15,657 6 ! $2.3205 11,315 1

GAAP Operatmq (xppn^r (12.121 9) (17.539 6) (12..565 2)' (12,5262)' ($2,/M 9) ($7510) (1755 6)

Non-GAAP As»et Sale Adjustments 12.1 (11 D (11.5|. 10 1 $18 / $17.5 10 6

CAAP Astel Sate Adjustments (118 2) ($0 8) (115 5) 13 5 $0 1 (11 8) $0 1

Total Asset Sale Adjustments (115.2) ' (115) (H70) 13 6 $t90 1157 10 7

GAAP Operating Waryin 13.320 9 13.44/ 6 13.4614 13.542 1 $3,842 ) 11.759 1 $963 4

Equity Earnings lr©m Ijrsconsolidaicd AfMMles 1160 114.9 1146 132.2 $35 9 !■! S 111.1

CAAP Op Income 1283 3 $»6 1 ; 1827.1 11.051.7 11,142.1 $533 ' 12196
l
j
1

|

Ta* Effects ft Other AH|usun<» llem> H5.2 147 6 | 136 3 (12 81 $0 J ($23 4) (10.1)

GAAP Net Income 12 U 4 12/9 1 1283 1 1401 2 MV/U 1266 4 1785

GAAP Sasic EPS troin Conlinninq Ops 10 78 SI 01 | 11 01 11 37 1 n.iv IQ 85 1025 1

Source: Nl reports, Jefferies estimates

page 1 S n| 21 Christopher Sighinolfi, CFA, Equity Analyst, (212) 707-6420, csighino@ieffcries.com

Please see important disclosure information on pages 18-21 of this report. Jefferies
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Exhibit 14; Nl Consolidated Balance Sheet (SMM)
Con.Qlidar.d B»Unc*Shi««'(SMM)5j®^^J[S^£200»[^ir2010i^201l|^20l2||ep201liSg^lQ8a^2Qgg^3QE^®40Ei^2014£ 5^2017t!J£;2018E|^2019E

Cash b equivalents 16 9 12 36 27 38 18 IS 20 20 21 19 ■ 6 21 2! 62 64 67 69

Accounls receivable 809 1f0?9 855 907 1.006 1,271 824 563 936 936 1.381 889 679 1.009 1.009 1,024 1,076 1.192 1.262

Inventory -15? 428 566 496 SCO 98 322 277 467 467 98 34 5 293 483 483 566 589 611 630

Other current aiiets 942 932 816 913 626 913 891 891 891 891 891 891 891 891 891 891 891 891 891

2.224 2,449 2,248 2,352 2,159 2,120 2,055 1,746 2,313 2,315 2.392 2,144 1,828 2,404 2,404 2,543 2,619 2,760 2,852

Tan^bl* fixed etteti 10,684 11,097 11,800 12,916 14,365 14,658 15.089 15.477 15,952 15,952 16.188 16,502 16,885 17,157 17,357 18,736 20,091 21,344 22,540

Goodwill J.r.6? 3.677 3,677 3,677 3.666 3,666 3.666 3.666 3.666 3.666 3,666 3.666 3,666 3,666 3,666 3,666 3,666 3.666 3,666

Other intangible |j*etf assets 339 4 76 460 331 363 27J 270 270 2 70 270 270 270 270 270 270 270 270 270 270

Investment in affiliates 295 201 205 243 374 407 437 482 535 535 566 589 634 687 687 839 992 : 1,144 1,296

Ot hen n vestments ?.06J 2,038 2.318 2.275 1.727 1.783 1,741 1,741 ',741 1.741 1,741 1,741 1.741 1.741 1,741 1.741 1,741 1,741 1,741

NoA'Curront Assets 6,364 6,391 6,660 6,576 6.130 6,130 6,115 6,159 6,212 6,212 6,243 6,267 6,311 6,164 6,164 6,517 6,669 6,621 6,974

Total assats 19,272 19,939 20,708 21,845 22.654 23.107 21,258 23,182 24.479 24,479 24,823 24,913 25,025 26,126 26,126 27,795 29.379 30,925 32,365

Trade payables and other ST liabilities 2.311 7,233 1,960 7,018 1.938 1.998 2,330 1.940 2.492 2,492 2,519 2,262 2,006 2.578 2.578 ?,665 2,735 2,8/4 2,961

Short term debt 800 1,417 1.687 1.284 1,241 1,343 1.101 1,163 1,209 1,209 1.209 1.245 1,232 1,277 1.777 1, J99 1.516 1,602 1.684

Total currant liabilities 3,111 3,649 3,646 3,302 1.178 3,341 3,431 3.104 3,701 3,701 3,728 3,508 3,239 3,855 3,855 4,064 4,250 4,475 4,645

Long term debt 5,986 5,936 6.267 6,819 7,593 7,639 7.641 8.070 8,389 8.389 8,392 8,642 0.550 8,86! 8.861 9,710 10.517 11,115 11,685

Debt deemed provisions (e.g. pensions) 1.238 1,178 1,100 1,268 702 685 644 644 64 4 644 644 644 644 644 644 644 644 644 644

Deferred taxes (Revenue) 7.1 39 2,312 2.650 3,062 3,408 3,534 3.615 3,639 3.716 3.716 3.635 3,872 3,902 3.978 3,978 4,260 4.534 4.842 5.133

Other long term Iraoilmet 1.892 1,939 2.048 1,840 1.836 1,897 1.898 1.903 1.909 1,909 1.89S 1.903 1,909 1.907 1.907 1,915 1,915 1,919 1.922

Tot.l llaUlillei 14,418 15,016 13.711 16,290 16.767 17,095 17,210 17,365 18,358 18,358 18,495 18,569 18,243 19,246 19,246 20,591 21.860 22.996 24.030

Common equity 4,854 4,923 4,997 5,554 5,887 6,01? 6,028 6.018 6.121 6,1? 1 6.328 6,344 6.782 6.879 6.879 7,?04 7.519 7.930 e.33c

Preferred equity 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Minonty interests 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 , 0

Sharaboldars' Equity 4,854 4,923 4,997 5,354 5,887 6.012 6,028 6,018 6,121 6,121 6,328 6,144 6,782 6,879 6,879 7,204 7,519 ' 7.930 I 8,336

Total IfabiMtiet and equity 19,272 19,939 20,708 21,845 22,654 23,107 23,258 21,382 24,479 24,479 24,823 24,913 25,025 26,126 1 26,126 1 27,795 29,379 30,925 32,365

Check 0.0 0.0 00 0.0 0.0 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 i 0.0 0.0

iUl.ne. Sh««t A»»«mp»jo?.,iS|^fg^^3®l!:Pi-^*009jJ.,5B!S2010- 5"-20111 IK; 2012: 2012' ;¥^3iQT uSfZQir 1TT4QE

Accounts receivable (as % of EBIT) 94% 1 19% 90% 84% 87% 256% 364% 285% 255%

Inventory (os % of operating expenses) 28% 26% 34% 30% 27% 20% 60% 56% 84%

Trade payable to other ST. liabilities (at % of opg. txp.) 144% 135% 116% 120% 103% 399% 437% 391% 447%

Working Capital (104.1) 207.0 2 7/.0 299 195 284.3 (293 8) (209.5) (197.7)

Changes in Worlgng Capital 685.8 (419.8) (262.2) (30.3) 55.1 (166 8) (13.4) (84.3) (11.8)

Average Collection Period 48 68 54 65 65 50 56 45 SO

Inventory Days 59 66 89 119 101 8 79 100 75

Average Payable Penod 301 i 343 306 484 390 169 571 700 400

>OI4£lS'

22%
119%

(i«8)

(276.1)

53
75

402

(S.IOE^ £T52QE|SiriShSOE-:# ^Sk40E ;r.'?201SEu"'/2dl6E i'i-,‘2017E ^201BE 201*1

250% 342% 268% 248% 69% 65% 64% 61% 61%

17% 57% 52% 78% 21% 23% 22% 20% 20%

438% 377% 356% 417% 109% 106% 103% 96% 9J%

(148.1) (137.3) (194 0» (195.2) (1951 (183) (179) (180) (178)

(49 6) (10.7) 56.7 1.1 (2.3) (11-7) (4.0) 1.0 (2.4)

50 55 45 50 32 30 30 SO SO

8 80 100 75 73 83 83 83 83

205 525 685 400 399 400 393 400 400

Cash

Total Debt

16 ! 

6,787 |
9 l 12

7.954

36 : 

8.103 i
27

8.834

38 18

8,982 8.742

15 20

9,2 33 9.598

20

9,598

21

9,602

19

9,668

16

9,782

21

10.138

21

10,138

62

11.1 10

64

12,032

67

12,717

69

13.369
T*UlN«tP.t45fflHgHH^£ggtBl£Sa>81gy6.77l];ai7,344fTgj7,SM2!raKa,067ti!a£8,807^jB8,9Migge,72.1,j^9.21Bif£9,37/;igg»;577j @5'*8liBffi9,869J^S|9,766^l6.n7jJ|SlO;it7,il»n;048ijSli;M»)]Sl2;6SO-) «&i3;joo3

Preferred Secunties 0 1 0 0 0! 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Shareholders' Equity 4.854 4,923 4.997 5,554 1 5,887 6,012 6.028 6,018 6.121 1 6,121 6,128 6,344 6,782 6.879 6,679 7.204 7,519 7.930 8.336

-5% 3% 3% •4% m | 1 2% -2% 2% 1% 0% 0%

Invested capital 11.62 5 12,267 12,940 13,621 14.694 ! 14.956 14.752 15.236 15.698 15.698 15.908 16.212 16.547 16.997 16.997 18,2 52 19.488 20,580 21.636

ROIC I 7.4% 7.5% 7.6% | 8.2% 8.2% 5.0% B.4% 8-4% 8.5% 8.5% 5.1% 8.7% 8.8% 8.9% 8.9%, 9.0%; 8.9% 9.8% 9.9%

ROE ' 5.8% 6 6% 7.4% 8.2% 8.4% 8.8% 6 8% 8.8% 8.9% 8.9% 9.3% 9.3% 9.2% 9.2% 9.2%' 9.3%: 9.2% 10.5% 10.6%

E0ITD4 1.451 1.50? 1.488 1,647 1,729 645 375 34 8 5 2 3 1,892 714 418 395 571 2,098 ' 2.251 2,375 ; 2,727 2,883
Nil »4:8*'|f»%8Jf?^S.0;!^4;eA«^:8i!8l^:4:siM4.8«T^f4.6^^4.8;iS^4.B4ii^4.7/^|3g4:8,'MS2i:«»^4:7«1M4.7i^«iX.7*!i*S4:8i!5W4,J«[iaSa4:j,'

Source: Nl reports, Jefferies estimates

21
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Exhibit 15: Nl Consolidated Statement of Cash Flows (SMM

ConioMdat«tl of Coth' flow* (IMM) 2009 j'Sfio'iV .Sf20lX <3[;'2012 ?| tr'f! 201 s' ;t#iq ^:7or5 '■fiQft*|34Qt !§£;; 20148 ■s&liQil' 3H1Sf3 Wugtn %M3E £*820168 3*20178 Mmim 2015*8

Opt ruling

Net mcome 218 292 299 416 532 266 78 55 158 557 276 86 68 1 77 607 655 673 814 862

Depreojiion, & decommijjton/ng 589 596 S38 562 577 149 149 151 155 604 161 157 160 165 64) 669 692 770 802

Deferred (dies 383 200 178 305 287 149 38 24 76 287 120 37 29 77 263 281 274 308 292

!l«t change ir working capital 888 (420) (2 62) (jo; 55 (167) (13) (84) (12) (2 76) (50) (11) 57 1 (3) (12) (4) 1 r:>
Other, including chjnqet cn provitiont and other liabihnet 1224) SI 11 7 23 (15) 13) 5 9 1 13 (13) 8 6 (2) (1) 6 2 4 3

Cath from operating activitiat 1,651 720 870 1,276 1,437 394 257 155 379 1,185 494 277 320 418 1,509 1,600 1,643 1,897 1,956

Investing •ctlvili**

Capital openditur* * tangible fi»ed assets (277) (604) (1.125) (1.499) (1.880) (386) (467) (539) (631) (2,02 3) (396) (472) (543) (637) (2.048) (2.048) (2.048) (2,02 3) (1,908)

investment in affiliate* 0 0 0 (20) (125) (31) (24) (44) (53) 1152) (3D (24) (44) (53) (152) (152) (152) H52) (152)

Net disposals/(a cquiST’orn) 6 1 9 26 18 0 6 a 0 6 0 0 0 0 0 0 0 0 0
Other investment m (140) (34) 68 96 9 (6) 0 0 4 0 0 0 0 0 0 0 0 0
Cash from investing Activities (6SS) (»«) (1,149) n.425) 0,891) (408) (490) (583) (684) (2,165) (427) (496) (587) (690) (2.200) (2,200) (2,200) (2,175) (2,150)

Financing Activities

lnc./(dec ) m short t*,m debt (1.061) 1.280 (23) (582) (78) na 289 62 46 510 0 36 (13) 45 68 122 116 86 62

Inc.^dec.) in long i*rrn debt 290 (723) 603 660 797 (9) (4) 4 30 318 735 3 250 (93) 312 473 849 806 599 570

lnc./(dec ) in equity 24 U 24 374 44 (1) 7 16 28 SO 13 1 3 463 13 500 55 60* OS' 6t'
Common slocl dividends paid (253) (2S6) (258) (273) 1306) (79) (79) (82) (82) (321) (82) (82) (97) (92) (349) (385) (423) <46«) (521)

Other c«ish from financing 0 (93) (65) (3) (H) 0 0 0 0 0 0 0 0 0 °i 0 0 0 0
Inc./(dec.) m prehered eguitv 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1 0 0 0 0
Cosh from financing Activities (1.000) 216 281 175 44 S 25 213 426 310 974 (66) 216 265 277 692 641 559 281 196

Cash ffovv increascyt^^ftase) m cash (4) (7) 2 25 (9) 1 1 (20) (3) 5 (71 1 (2) (3) 5 1 41 2 3 2

Non-cash movements in cash 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
fore* Aduitments 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

CT3 A’ ffliSk* ntSMerN -• Bf SLSrital SA-aS

Caih at tha baginning of the year 21 16 9 1 11 36 27 38 18 15 27 20 21 19 16 | 20 | 21 62 64 67

Caih at tha and ■>' tha yaar 16 9 11 1 86 27 IS 18 15 20 20 21 19 16 21 21 62
1 64

67 69

Cash paid for income ta^es 34 69 9 8 8 7 10 4 12 13 32 10 8 21 71 87 112 160 204

Cash Interetl paid, pet ol amount capitalized 383 393 369 387 387 168 208 159 44 578 187 1 38 177 38 540 616 650 717 710

Accounting Free flow (CFO*CAPEX-Qividend) 620 (339) (513) (497) (749) (71) (286) (466) (334) (1159) 15 (277) (315) (311) (888) (833) (829) (594) (563)

free Caih flow (NI.CbA-WC-CAI>U.DIV) (910) 249 (284) (764) (t'32) n? (305) (331) (388) (90?) B (300) (464) (388) (1144) (1097) (1097) (90S) (852)

Source: Nl reports, Jefferies estimates

[irtn<! t 7 nl 21 Christopher Sighfnolfi, CFA, Equity Analyst, (212) 707-6420, csighino@jeHeries.com

Please see important disclosure information on pages 18-21 ol this report. Jefferies
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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 

Sr services to nearly 4 million US customers. The Company operates through three segments: Gas 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, IN.

Analyst Certification

I, 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.

I, Christopher Tillett, 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.

I, Corey Goldman, 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.

As is the case with all jefleries 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 analyst's judgement.

Company Specific Disclosures

For Important Disclosure information on companies recommended in this report, please visit our website at hUps://javalar.bluematrix.com/sellside/ 

Disclosures.action or call 212.284.2300. ^

Meanings of Jefferies 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 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 

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 arc 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 period.

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, 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 linancial projections or opinions on 

the investment merits of the company are provided.

Valuation Methodology
Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total 

return over the next 12 months. The price targets are based on several methodologies, which may include, but are 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 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.

lefferiei Franchise Picks
Jefferies Franchise Picks include slock 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 Jefferies analysis are recommending, jefferies Franchise Picks will include only Buy rated stocks and the numbed 
can vary depending on analyst recommendations lor inclusion. Stocks will be added as new opportunities arise and removed when the reason fdl
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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.

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 ail 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. If 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

• Dominion Resources, Inc. {D: $68.92, HOLD)
• NextEra Energy, Inc. {NEE: $95.14, HOLD)
• NRG Energy, Inc. (NRG: $31.25, BUY)
• Questar Corp. (SIR: $22.66, HOLD)
• Spectra Energy Corp. (SE: $40.44, HOLD)
• Transocean Ltd. (RIG: $34.08, HOLD)
• UGI Corporation (UG1: $35.08, HOLD)

IB Serv./Past 12 Mos.
Rating Count Percent^^^^oun^""^ercent

BUY 972 51.48% 255 26.23%
HOLD 776 41.10% 133 17.14%
UNDERPERFORM 140 7.42% 6 4.29%
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Other Important Disclosures

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC (“Jefferies") group 

companies:

United States: Jefferies LLC which is an SEC registered firm and a member of FINRA.

United Kingdom: Jefferies 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: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located 

at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

Singapore: Jefferies 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 6551 3950.

Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member 

of the Japan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, 1-5-1 Yuraku-cho, Chiyoda-ku, Tokyo 100-0006; telephone +813 5251 

6100; facsimile+813 5251 6101.

India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), which is licensed by the Securities and Exchange Board of India as a Merchant 

Banker (INM000011443) and a Stock Broker with Bombay Slock Exchange Limited (INB011491033) and National Stock Exchange of India Limited 

(INB231491037) in the Capital Market Segment; located at 42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East) Mumbai 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 lair 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, 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 Jefferies LLC. In the United Kingdom and European Economic 

Area this report is issued and/or approved for distribution by Jefferies 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. Jefferies 

International Limited has adopted a conflicts management policy in connection with the preparation and publication of research, the details of whiclj 

are available upon request in writing to the Compliance Officer. Jefferies International Limited may allow its analysts to undertake private consultant* 
work. Jefferies International Limited’s conflicts management policy sets out the arrangements Jefferies International Limited employs to manage an* 

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 Jefferies 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). If there are any matters arising from, or in connection 

with this material, please contact Jefferies 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 Jefferies (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 (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 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 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. Jefferies International Limited is authorised and regulated by the Financial Conduct Authority 

under the laws of the United Kingdom, which differ from Australian laws. Jefferies 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 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 preparer’s best judgment as of the dale 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 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 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. Pas^ 

performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in cxchan™ 
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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 issuer(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 authorfs) and may differ from the views of Jefferies.

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 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 litness 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 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.

Jefferies 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 

Jefferies. Neither Jefferies nor any officer nor employee of Jefferies accepts any liability whatsoever for any direct, indirect or consequential damages 

or losses arising from any use of this report or its contents.

For Important Disclosure information, please visit our website at https://javatar.bluematrix.com/sellside/Disdosures.action or call 1.888.JEFFERIES 

© 2014 Jefferies Group LLC
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NiSource, Inc. (BUY)

Nl - Quick Alert: Pipeline Explosion, Initial Thoughts

KeyBanc Capital Markets Inc. 

Member NYSE/FINRA/SIPC

Paul T. Ridzon: (216) 689- 0270 — Dridzon@key.com 

John Barta: (216) 689- 3386 — john i barla@key.com

KEY INVESTMENT POINTS
Late last night there was an explosion on one of NiSource, Inc.'s (Nl- NYSE) three large interstate pipelines that run between the Gulf 

and markets to the north. Our discussion with Nl has indicated that the explosion has not meaningfully disrupted commercial operations.

There were two injuries related to the explosion and fire, both of which have been treated and released.

At this time, Nl is unsure how long repairs will take. In our view, repairs are likely to take a few days to clean up the site, cut out 

damaged portions and weld in a new section of pipeline. We expect activity related to cause determination and heightened inspection 

will be minimally disruptive.

We expect the event to generate headlines around pipeline safety, heightened inspection and potential fines and/or penalties. We 

expect that these issues will be manageable.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2 - 3 OF THIS NOTE.
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KeyBanc Capital Markets Inc. Disclosures and Certifications
NiSource. Inc. - Nl

We have managed or co- managed a public offering of securities for NiSource, Inc. within the past 12 months.

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 AlC Certification

The research analyses) 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.

Three- Year Rating and Price Target History

2011 2012 2013 2014

Created by BlueMatrix

Rating Disclosures

Distribution of Ratings/IB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

18 Serv/Past 12 Mos. IB Serv/Past 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY) 243 44.92 57 23 46 BUY [BUY] 36 50.70 20 55.56

HOLD [HOLD] 286 52 87 65 22.73 HOLD [HOLD] 35 49.30 17 48.57

SELL [UNO] 12 2.22 4 33.33 SELL [UND] 0 0.00 0 0 00
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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 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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Quick Alert
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NiSource, Inc. (BUY)

Nl - Quick Alert: Rayne and Leach Announced at $1.75 Billion

KeyBanc Capital Markets Inc 

Member NYSE/FINFWSIPC

Paul I Ridzon: (216) 689- 0270 — Dridzon@kev.com 

John Barta: (216) 689- 3386 — john j barta@key.com

KEY INVESTMENT POINTS
After initially indicating a non- binding open season had been well received by shippers, NiSource, Inc. (Nl- NYSE) formally announced 

it will proceed with the Rayne and Leach projects. These are two pipelines with 1.5 bcf/day from the Utica and Marcellus regions to 

markets served by other Nl pipelines.

The projects are estimated to cost $1.75 billion. We believe this exceeds expectations by roughly $250 million. We expect that projects 

will be welcomed by investors.

The Leach Xpress line in Ohio and West Virginia is anchored by contracts with Range Resources, Noble Energy, Kaiser Marketing 

and American Energy Utica.

The Rayne projects are anchored by the same companies and consist primarily of incremental compression to existing pipeline projects 

in the portfolio.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2 - 3 OF THIS NOTE.

1
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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 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 anaiyst(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 analyses) in this research report.

Three- Year Rating and Price Target History

Rating and Price Target History for: NiSource; Iric': (NI)[as bf 08-11 -2014

Created by SlueMatnx

Rating Disclosures

Distribution of Ratings/tB Services Firmwide and by Sector

KeyBanc Capital Markets

IB Serv/Past 12 Mos.

ENERGY

IB Serv/Past 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY] 259 46.84 57 22.01 BUY [BUY] 37 52.11 20 54.05

HOLD [HOLD] 282 50 99 56 19.86 HOLD [HOLD] 34 47.89 16 47.06

SELL [UNO] 12 2.17 3 25.00 SELL [UNO] 0 000 0 000

2
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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 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.



GAS-ROR-OIO
Attachment L

56 of 68

MotnmosMi Fqmiy Hesearcli

NiSource Inc Nl ★★

iniisi

Last Price Fair Value Consider Buy ConsiderSell Uncertainty Economic Moat™ Moat Trend'" Stewardship Momingstar Credit Rating Industry Group

36.48uso 30.G0USD 21.0QUSD 40.5DUSD Medium Narrow Stable Standard BBB Utilities - Regulated

NiSource Management Optimistic About MLR

f.hailris fis'unan CIA 
Stock Analyst
c.harles.fisrifnaniSmorningstar.cwn
312-696-6‘i?3

Hie iinmaiy analyst covenng this coniiiany 
iloesnot own ns stock.

Hesearr.hasol l9Way?Dt4 
Lslimates as ot 21 Mar 2014 
Piicing data through ID May 2014 
Hating undated as ot ID May 2014

f.ijrrersny amounts croressed with -S‘ are in 
U.S. dollars IUSDI unless otherwise denoted.

Analyst Note 19 May 2014 

On May 18, we met with the executive management team 

from NiSource at the American Gas Association Financial 

Forum in Miami. We believe the key takeaway from our 

meeting was management’s commitment to forming a 

master limited partnership with the majority of the assets 

currently making up the Columbia Pipeline Group. It now 

appears more likely that NiSource’s 2015 equity needs will 

be raised by an IPO of the MLP instead of an equity issuance. 

We are reaffirming our fair value estimate of $30 per 

share. Our narrow moat and stable moat trend ratings are 

unchanged.

Contents

Arulysl Nulti 1

Mommtjslni Arulysl Furecdsls 3

An IPO would significantly reduce NiSources capital 

expenditures since the MLP would be self-funding. We had 

assumed the CPG would need almost 40% of the $10.7 

billion of NiSources estimated capital expenditures from 

2014-18. In addition, ongoing drop-downs of additional 

assets would also be a source of equity.

NiSource management expressed optimism about the 

Pennant joint venture in the Utica, indicating there could be 

an upward bias to the 30 wells expected to be drilled this 

year. The success of development of the Utica mineral rights 

would increase midstream production volumes and our 

estimate of the potential value of the MLP. In addition, based 

on the success of the Ryan/Leach Express open season (it 

was 3-4 times oversubscribed), management indicated that 

it hopes to have the size and timing of the project finalized 

by the September analyst day. The success of these projects 

provides additional confidence that NiSource will move 

forward with an MLP.

Vital Statistics

Market Cap (USD Mil]

52-Week High (USD!

52-Week Low|USD|

52-Week Total Return %

YTD lotul Return %

Last Fiscal Year End

5-Yr Forward Revenue CAGR %

5-Yr Forward EPS CA15R %

Price/Fair Value

Valuation Summary and Forecasts

11.487

37,18

27.11

27.0

12.5

31 Dec 2013

6.8

6.9

1.22

Fiscal Year ?OI? 70'J /own TVIbHI
Price/Eaminqs 17.0 20.8 77/ 20 5

EV/FBITHA 3.3 11.2 wo 100

[V/LBI1 15.2 17.0 WJ 14 7

Free Cash Flow Yield % -3.0 -4.4 -4.9 ■4.6

Dividend Yield % 3.5 30 28 30

Financial Summary and Forecasts (USD Mil)

Fiscal Year. 2012 2013 Tomu
Revenue 5.061 5.657 6.123 A
Revenue YoY % -15.9 11.8 8.2

EBH 1.039 1.126 1269 1.388

EBIF YoY % 12.7 8.4 12 2 9.4

Net Income. Adjusted 437 494 b26 572

Net Income YnY % 12.4 13.0 fi.'i 88

Diluted EPS 1.46 1.50 im 1.78

Diluted EPS YoY % 7.9 0.3 4.6 8 1

Free Cash Flow 71 -379 -157 ■330

Free Cash Flow YoY % 339 3 •637.2 ■58 5 148.0

Htstorical/lotei-dSI data ^mirrss arc Mu'ningsiat isnrnaies anflm.iy lellecla'Jiustmenis

Profile

NiSource is nne ot the nation's largest iiamral gas distribution companies 

with 3.4 million customers in Indiana. Kentucky. Maryland. Massachusetts, 

Ohio. Pennsylvania, and Virginia. NiSource also owns 15.000 miles of 

natural gas transmission pipeline, operates one of the nation's largest 

underground natural gas storage systems, and provides unregulated 

midstream services in the growing Marcellus and Utica shale production 

urea. NiSources electric utility geneiales. transmits, and distributes 

electricity in northern Indiana.

Based on the upbeat comments at our meeting concerning 

the potential formation of the MLP. the likelihood of the 

Reynolds-Topeka and Greehtown-Reynolds transmission 

projects moving forward and Indiana Commission approval
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Economic Moat™ Moat Trend™ Stewardship

Narrow Stable Standard

Momingstar Credit Rating Industry Group
B8B Utilities - Regulated

of the NIPSCO electric and natural gas distribution long

term modernization plans, we also think it is likely that 

NiSource will increase its long-term annual EPSgrowth rate, 

currently 5%-7%, at the analyst day meeting.

& Uffnnflstat 2C14 AllfljyhfjRey^oA Wominqtiar’s c «it »at.rvg> ftneje.vrh,s ptnaucrt anctuMi'Oid I)V M,briitn[i‘.t3». lx . Vrlnit « t»ot ^tf t^K; U S SecyrOisi nntf Fithixo Clrmmi'.sion as aN?t'(>naMy Star O-uno.^hcn PgtJC 7 Ptl 7
i'NRSO*! u:^rwi« provtfluJ ^ s sw3ra:e4g«t:t^n:. yCMAar uit ihs icpun OflJy n trie cciyni'y i> m c 'Z^i1 cur •►'irw <s D3irt li+ irMmaNcn flats, rvil^t, s'd mi nyiu piewmed heremflo hut <un;i'iuie mvfjt-c't’.jjviie 3't ccv-dpti 
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Morningstar Analyst Forecasts

Financial Summary and Forecasts

Fiscal Year Ends in Der umber

2-Ycai

Growth 1% YoY) Hisi C.VjR

Revenue ■4.1

EBIT 68

EBITDA 3.9

Net Income 132

Diluted EPS 90

Earnings Before Interest, after Tax 4 4

Free Cash Flow ■237.7

Foiecast

5 Yej'

7011 701? 7013 7014 ?0ti Pioj MGfl

•6.3 •15.9 11.8 8.2 6.6 88

-0.2 12.7 8.4 12.7 9.4 9.8

-4.0 9.6 6.4 9.9 93 89

14.1 12.4 13.0 6.5 8.8 90

10.8 7.9 8.3 4.6 8.1 69

10.4 4,1 •1.0 16.8 4.7 8.0

•88.9 339.3 -637.2 •58.5 1480 —

Piolnatulity
J-Year

Hisl Avg 70 n 701? 7013 mu mu
5 Ycd’ 

Fro, Avg

Operating Margin % 186 15.3 20.5 19.9 20.7 21.3 21.9

EBIIDA Margin % 787 24.3 31.6 30.1 30.6 31.4 32.0

Net Maigin % 7.9 6.5 8.6 8.7 8.6 8.8 9.1

Free Cash Flow Margin % -1.7 0.3 1.4 -6.7 ■2.6 ■6.0 ■2.9

ROIC % 7.3 7.6 7.5 6.9 7.4 7.2 7.2

Adjusted ROIC % 10 0 10.6 10.2 9.1 9.7 9.2 41
Return on Assets % 1.9 1.5 2.0 2.4 2.2 2.2 w
Return on Eauitv % 7.7 6.0 7.9 9.3 8.8 9.2 9J

J-Vu.ti 5 Ycji

leverage Hisi Avg 7011 701/ 7013 mu 201b lYui Avt]

Debl/Capital 0 60 0.61 0.59 0.60 0.61 063 0.62

lutal Debl/EBliriA 5.73 5.45 6.1)6 5.19 5.71 576 5.10

ERITDA/Imeresi Fxpense 3.94 3.88 3.83 4.11 4.03 3.99 4.07

Valuation Summary and Forecasts Discounted Cash Flow Valuation
701? 7013 muni .viva (um Value Pei Sharo

USD M.t 1%) Value
Piice/Fau Value 1.00 1 22

20 8 221
—

Present Value Stage 1 -816 -4.5 -2.55
Price/Earnings 17.0 20 5

Present Value Stage II 1.359 7.5 4.25
EV/E0ITDA 9.9 11.2 109 10 0

170 161 14.7
Piesent Value Stage III 17.611 97.0 55.12

EV/EBIT 1 J.Z
Total Firm Value 18.155 100.0 56.82

Free Cash Flow Yield % -3.0 -4.4 ■4 9 ■46
Dividend Yield 3.5 30 2.8 30

Cash and Equivalents 70 — 0.22

Debt -8.834 — -2/.6S
Key Valuation Drivers Preferred Stock — — —

10.0 Other Ariiustments 35 — 0.11

Pre-lax Cost of Debt % 5.0 Equity Value 9.425 — 29.50

Weighted Average Cosi o! Capital % 6.7

long-Rmi Tax Rate % 35.0 Projected Diluted Shams 320

Stage II ESI Growth Rote % 7.0

Stage II Invesiment Rate % 87.5 Fair Value per Share IUSOI —

Perpetuity Year 15
the data m the table above ifpievtnt base-case lorecasis ha rhe company's reporting

culicnr* as ol the beginning oi ihc amoni year. Our tan valui: tsiimaie may ilitlci liom ihe 

Arttlitional etimstes and siurunus jvailaDle lor downln.irt m hitn //select niurrinqiljr turn “Jlue PQi share sho-om above ilu« to (mi nmc value ol mom-y Jilusimeul and in casus
where p'ntob'lityvvBighted scenano analyiis »s performpd.

<£' Vw-- ngsu/ ?0 u AB t3» % ‘ '+t\t flails t> s pr jcucoC jod offereo tv Mornif»5s:33. Inc, n r; no* rc w i * the u S S« j« ‘MS a^d Cotmu^on s% a Nai/o^aB* S'j' i ii<^ Hal c$
rN-S^O'l L^J«s o'Wrwijj ft o a^e?T«ni. <uu ray m '«ccr jnfy in ty '&vnt'r t, p'Sindf \>wWp l*f rir^ra;iO^ OJta anatyvts 3^4 ochtw'S pesff itd yreirCohoi cor^Huie ^^fCfti Mxe, a*® jscvWJ
ic^cly >o ift'cp.-j: (jr-3’- vv*WMi4r4 !Vielo*e «s- nat 10 Uh o1 sen a setuf ry iftd d> nui w<nimM to d® ':*r&c>. c« Tr.r ccm<unip«p»»ss« ate as t 7« flare writien ar<) jib tubfec: 'o tynge without not«c {<(«(( as wherw.v*
cctmPd t> law tbaJl hot u fJSpan.yc- arr, t/jding or.iiOAs flames or rnftfi losses tnuii^gt'om cn iclaict) iu I' e 'ftfu nytion c*dra j-aly^iO' DDi'"Oftscu then i&e *l<e iWrwmjt,ort contjrhw ht-e.n is tf.c prupritna'v cuoybhy o>
'^icftirigMvr anp r.»v *<}’b« •Cl'MuCffl ft wholp i)' mu. o usMift Bfty »,«i>ftHi w.f nui ihr pin** v.i'ireh Wrtfti o'Vw-irigsidi In irtf;* rtpiiflu coll i T 3l?-6fJ6 5HiQ Iu hteo« the ietc?r;h call • 1312*t96-63fi3 Sw last p.tgr 1u^ urc-oifaftr flisdosj'fS
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Lest Pricy Fair Value Consider Buy

36.48 uso SO.OOuso 21.00uso

Consider Sell

40.50 USD

Uncertainty Economic Moat,M Moat Trend™ Stewardship

Metlium Narrow Stable Standard

Momingstar Credit Rating

BBB

Industry Group

Utilities - Regulated

Morningstar Analyst Forecasts

Income Statement (USD Mil)

ny.al Veaf fnds in December FowBSt

?0i: 201? 20!3 .W-r 7PJS
Revenue 6.019 5,061 5,657 6.123 6.524

Cost of Goods Sold 2.55G 1.542 1.816 2.023 2.109

Gross Profit 3,463 3.520 3,842 4,100 4.415

Selling. General S Administrative Expenses 1.723 1.6C3 1.874 1.976 ?.ni

Other Operating Expense (Income) 288 301 297 30/

Other Operating Expense (Income) -15 •32 •36 -45 ■49

Depreciation & Amortization |i! reported separately] 538 562 577 603 658

Operating Income (ex charges) 922 1.039 1.126 1.269 1.388

Restructuring 8 Other Cash Charges 17 •4 -18 __ __

Impairment Charges (il reported separately) — — — — —

Other Non-Cash (Incomel/Charoes __ — — __ —

Operating Income (incl charges) 905 1,043 1,143 1,269 1.388

Interest Expense 377 418 415 465 513

Interest Income •61 2 24 5 5

Pre-Tax Income 467 626 753 809 880

Income lax Expense 163 216 262 283 308

Other After-Tax Cash Gains (Lossesl •b G 6 __ __

Other After-lax Non-Cosh Gams (lossesl — — 35 — —

(Minority Interest) — — - — -

(Preferred Dividends) — — — — —

Net Income 299 416 532 526 572

Weighted Average Diluted Shares Outstanding 289 300 314 J(9 321

Diluted Earnings Per Share 1.03 1.39 1.70 1.65 1.78

Adjusted Net Income 389 437 494 526 572

Diluted Earnings Per Share (Adjusted) 1J5 1.46 1.58 1.65 1.78

Dividends Per Common Share 0.92 0 94 0.98 1.02 7.776

EBITDA 1,443 1.605 1,721 1.872 2.046

Adjusted EBITDA 1,460 1,601 1,703 1,872 2.046

t' Voi n rgy j? ?0 ^ Al \ flcswvec Me* v n^-ta^s Z -fCi t ftai 4 Aese*ch •% pcc* pc if* ct*vwJ »r a • J<x. i\ fttl •egis^:i'fl w r ft< U S S«ut ■ tip; art F ichan^ C^rm; s«oft is a Nji<omii »P^o^pirt 3 ‘ :a' nu if Faf r>5 ^30(? 4 n I 7
atf'p'W'SS V9*4*3 «a «Da»?:s yow np, y;c i*v: 'W* 3rK >n i'virf'«ch.iso'ci*al MNihi'o »; te’*c Ir^ifilc'rr^iOft. Wi_ analyses a'tfo^Aiun* p'pv.>r,*<i ^e>n Cv rot cwdilute i?v-(c. a»« roroec

•ft^T fc r'wY-ai'OTk^ c-’&ysirt a^ »'cf^0«s *e ■*ot ^ tot*tyo se'l a secufirf jnj a ^ w w3fun*w to ^ iZ'ito cortpl'te # KtvH* Tnj opitrors ei^css^d 3'e zs cr Date written o»a ate suWct A»r*».t «otic« {icwt 3«
rsuitrj ?, i,xs Wofni-^uat Uiali not t» r-.spu^S'Ve 'V an> iriJtoy dct-von^ Cimages cirothpt lj»cs tesuitma fftn o' tHaiM t!j rr .nt{>*t«f'00 33fa aftjiyy'j p» cfliritms o» ^e»f uif '•« miirmov^cyrciihKit-^ti.i iv tv y-trieca'v C'JMrv c1 
Vu rn^vrj an- “JV '■or &T 'inoftwUxJ -r. wliCle O' D.Tf U' '.W >n ,w nWhP; tvrimi fir ciror *'tnen CPO’C^I ul V(K''ioy4far Ty ygc' '(ymt;. tall .1 3l? ©X-e'OO *0 lite'lM me 'eitJ’Ch tall *1 Fri' l.$\i |i .;•» ‘or irrfKJtionT d SCkJSj PS
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Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship Momingstar Credit Rating Industry Qroup
36.48USD 30.00usd 21.00 usd 40.50uso Medium Narrow Stable Standard BBB Utilities • Regulated

Momingstar Analyst Forecasts

Balance Sheet (USD Mil)
Fiscal Year Fntls in December Forecast

2011 2QI? 2013 /OH 2015

Cash and Equivalents 172 83 35 199 168

Investments — — — — —

Accounts Receivable 855 907 1.006 7090 1,162

Inventory 566 496 600 554 578

Deferred To* Assets (Current) — — — — —

Other Short Term Assets G55 866 618 750 750

Current Assets 2248 2.352 2,159 2,594 1658

Net Property Plant, and Equipment 11.800 12.916 14.365 15.843 17.759

Goodwill 3.677 3.677 3.666 3.666 3.666

Other Intangibles 298 28/ 276 276 2/6

Deferred Tax Assets (Long-Term) — — — — —

Other Long-Term Operating Assets 2.685 2.613 2.188 7.56 J 2.689

Long-Term Non-Operating Assets — — — — —

Total Assets 20,708 21245 22.654 24,940 26.548

Accounts Payable 435 539 619 690 m
Short-Term Debt 1.687 1.284 1.241 1250 W
Deferred Tax Liabilities (Current) — — — - -

Other Short-Term Liabilities 1.525 1.479 1.319 7.500 7.500

Current Liabilities 3,646 3.302 3.178 3,440 3,469

1 nng-Term Debt 6,267 6.819 7.593 8.500 9.500

Deferred lax Liabilities (Long-Term) 2.W. 2.953 3.278 3.632 3.963

Other Long-Term Operating Liabilities 3.256 3.216 2,718 3.257 3.236

Long-Teim Non-Operating Liabilities — — — — —

Total Liabilities 15.711 16,290 16,767 18,823 20,169

Preferred Stock __ __ __ __ __

Common Stock 3 3 3 3 3

Additional Paid-in Capital 4.168 4,598 4.690 4.725 4,760

Retained Earnings (Deficitl 917 1,060 1.286 1.486 1.717

(Treasury Stock) -31 -41 -49 ■49 ■43

Other Equity -60 -66 -44 -49 ■54

Shareholder's Equity 4.997 5.554 5,887 6.117 6.379

Minority Interest — — — — —

Total Equity 4,997 5,554 5,687 6117 6.379

't Vof'i'figMai 70H All R^hts Res«/v?iJ. Cfedrt ftaiirt^s R R«ji?4rch .j ptujuctjd infl ctHefflC try MgrrnhijsiJi. Ire . winch i* «ot w r. the U S S^iuriiifii Comm.jvtirv 45 a NatiReally R®L^n>/80 Stj.-incal R^tiy O'yahijdimi
I'NRS^O’I UnleJS o:r«*fW'>». OHiwded ,n a srp-va'p ygg rray use ihis cinly in the count> m uvr-itcJ' 'f> 'jnginal a.jtMljuioi i5 Ld^fl ThP ifllofma'on. aais analysis .rul op nun: crewflicd ficnn Cu nni CunuituU' iri*t»airrnr ,iJvtio Jfe :fCv»«3
tuJely i<j> ifroffr-aiujnjl pir*posc5 anc f«wefo»8 Jit not on ii» Lk* v sell a 5PCt-'ify ah3 S'e not wairameo io h* ccmti. corTtplsteot aciu'jtf I in udi*»k<* eiprwj'C aie a u' the uj’f wrutefl ere sutijra to change wiihour rouce hceoi as ouvunh* 
'•Cuiiea Cy law Mofni^gite? shall ret be tespcri.rle fur ap» rreo.rq sxisicny. or oth?< Ijisbs reujtiihg f/jm o> ipldtetf \<j. i~t nljmjtrou Cd*a. «iahy»esor wtoos w 1.^ use I’nc iWcsr.noh cohfi^a «r&n is tne jrooNsia'v pow^t o'
Wj<r.r^r;t jhtj -e» 'it be re^uJutrt r wh-ls cv r' wm <r >.sfi m af*y nar»f»e'. w rour ib« V'> *tttiehcof:t;rt o' Vorpjngva' *o vfo 'tp-m call. \ V? iS^-fOO In kenst me 'PtWitf. ull • 1 ?:? 6£6? Se^la't Jo<
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Last Price Fair Value Consider Buy

36.48 USD 30.00 USD 21.00 USD

Consider Sell

40.50 USD
Uncertainty

Medium

Economic Moat™ Moat Trend™ Stewardship

Narrow Stable Standard

Morningstar Credit Rating

8B8

Industry Group

Utilities - Regulated

Morningstar Analyst Forecasts

Cash Flow (USD Mill

Hsral Year t-ncls m FlRceinCer lotecast

<oi; ?01? 7013 /on 70/5
Net Income 299 416 532 526 572

Depreciation 538 562 577 603 658

Amort i;ation — — — — —

Stock-Based Compensation 39 45 51 49 53

Impairment of Goodwill — — — — -

Impairment of Other Intangibles — - — — —
Deferred Taxes 178 3D5 287 354 332

Other Non-Cash Adjustments 217 25 -65 - -

(Increase) Decrease in Accounts Receivable 22 U •bl -95 ■35 -72

[Increase) Decrease in Inventory -142 62 -9 -54 ■24

Change in Other Shott-Teim Assets -274 -157 81 ■132 —

Increase (Decrease) in Accounts Payable •155 57 68 71 29

Change in Other Short-Term liabilities — — — 181 —

Cash From Operations 920 1,264 1.427 1514 1,549

ICapital Expenditures) -1.175 -1,499 -1.880 ■2,081 -2.074

Net (Acquisitions). Asset Sales, and Disposals 9 ?6 18 — _

Net Sales (Purchases) of Investments — — — — —
Other Investing Cash Flows -34 51 -148 160 -143

Cash From Investing -1,149 -1.422 -2.010 -1,921 ■1216

Common Stock Issuance lor Repurchase) 21 3/4 36 35 35

Common Stock (Dividends) -258 •2/3 -306 -326 ■341

Short-Term Debt Issuance lor Retirement) -23 -587 -78 9 —

Long-Term Debt Issuance (or Retirement! 541 656 794 907 1000

Other Financing Cash flows — — — -49 ■53

Cash From Financing 281 175 445 576 642

Exchange Rates. Discontinued Ops, etc. (net) -50 8 129 -5 ■5

Net Change in Cash 2 25 -10 164 ■31

O Vw'iWii 70« AH R.6Mj "'W2it Par.ng^ F. Ptuvth \ p-KiK®: aftflcftfiM Umringstj' lr< w*ii?rMs ro’ if-^s'.c-ed wf. ir»« tl S Saab if,« Cormssiw »»a y.a'.^ca1 Rdimg Oiyant/ai^n 1^1 rj« f)1 7
v| Ln’ri*. prff"Cc3 a «53*rp iw cv W; rcwr cftk m itetouBs-y tr. wfjer. iif o g.rjl is Mi%d «;». afuMn pje5?»ncd *eie<f Ci>hot wWute &xe. si? rro^^Xd

•c’tf-^horialciuiciffee^ *r41'tiftcft a»? w o' sel a seunty ;*hj a * n&r watJfile'J !o ^ cyxt c<jinjl*sf w au’j ai? Tli« un>civ.c ate u c1 it* dj:ew»»!tEn an? ate sjD«t Tac«\ar-yr witroti w»cs i«:eot as vM-Vk-M
'?:o»feor.iAM i.Uj’^shv y»3B •o'J'’* ,faJ r^.jrris^is fUfnac<*s ck cf-P Irsus fesutiBg'itr< ^'H.Hfijto *•« mio'-rjrc^ oaf a a'ai»i«w oiv'ua'isc* w«? :hf •A/o'njtioft'OhTiJfWO Pr'«>fS propf^'r pcwr* o*
M o’ ni t>2M n incry, ty &e r^u&xK t'tWt 9 r at;. .y .sco * »•> * rrwnh^' w •' ots 'M c *c- *••' m cr t on sec: c‘ V 51 n To ft or ■ e jk» vl : SI -1 31 ? &3W f 00 to l.«n« t ie r? :c jtcr.. call • s 3; ?-c SS5® See u: t p*;?e •*^<►'*3 r.r a seta
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NiSourceInc., v: 

Nl

CURRENIrPRICEI-:
I _+■»

Target Price: 

Recommendation:

$40.01 

$40.00 

Hold u

Looking Ahead to NiSource's Analyst Meeting

(Nl-$40.01-Hold-$40 PT)

In anticipation of NTs analyst day Monday, September 29 in New York 

{Millennium Hotel), we take a look at what happened at their meeting two years 

ago (Sept. '12), what's happened since then, and what we are looking for this 

year.

r Key Stats r

i . ...
Market Cap:. -

. I 5,
^ $12 6B

Enterprise Value r ■ ' $21;9B

EPU {2014E) ’ $1.70' _

EP(J (2015E) * $1 81,

• P/E {2014E) 23 5x
v P/E {2pl5Ej 22 lx -
5:EV/EBITDA(2014_E) * 116x '
b DPS (2014E) v5i02'
'^Current Yield *, ^ 1 -2.5%

3-,YrDPS Growth Rate:>> . 5 5% ’ *

^ Beta:-'?". \
i , . : t1 . . ... *

0.75’, ”

;Analyst,Contacts ^

Becca Followill 

! 713;366;p557 
4 bfbllowilli® uscallc.com ^r;

James Carreker ^ ^ . 
'713-366-0558 ‘ ‘ ’

. jcarreker@uscallc.com

r ZacKary Rollins,‘•CFA 
'713-366-0547;:. 

^zrollins@uscallc com

We are also raising our price target to $40/sh from $38 as we roll forward our 

valuation one year. For the group, we normally roll forward our valuations about 

this time each year; we are just doing it a little earlier for Nl given the timing of 

the meeting.

What Happened Two Years Ago?

• Guidance: 5-7%/yr earnings growth for the period '12-'17; 3-5%/yr 

dividend growth with 60-70% payout ratio target; $1.5-$1.8B/yr capex; 

$25-30B project inventory over 15-20+ years. Anticipated equity 

financing needs in '15.

o Gas Distribution: $10B inventory and 7-9% operating earnings 

growth;

o Electric: $6-8B inventory and 7-9% operating earnings growth;

o Pipelines: $8-10B inventory and 10-12% operating earnings 

growth.

• Big Picture: EPS growth slower than prior '09 -'12 pace of ~ll%/yr, but 

solid visibility on tracked infrastructure replacement/modernization 

programs combined with gas pipeline and midstream organic growth 

opportunities.

What's Happened Since Then?

• Stock Performance: Nl stock returned 68.0% since 9.12.12, 

outperforming total returns of 8.1% for the UTY index and 28.3% for the 

S&P 500.

• Financial Results: We estimate Nl will grow EPS by 7.4%/yr over the 

period '12-'14 and dividends by 4.4%, with a 61% payout ratio. By 

segment, we estimate Gas Distribution will grow operating income by 

6.4%/yr, Electric by 13.3% and Pipelines by 9.3%. Capex averages 
$1.83B/yr over the three-year period.

** Important Disclosures on pages 5-6 of this report **



US. Capital Advisors
GAS-ROR-OIO

4 • ■ 5 r; 2 (p,f * i <' n ***■81 ^

USCA Equity Research

Nl - September 12,>

Big Picture: Positive fundamentals all around for Nl - assets located in the right place; regulators 

amenable to infrastructure replacement for safety reasons and aided by minimal customer sticker 

shock due to low gas price environment; producers finally ready and willing to sign up for take-away 

capacity out of Appalachia; and market rewarding financial engineering.

Backlog Increase: While the magnitude of the investment opportunity Nl outlined two years ago is 

unchanged, at $20-$25B, they have firmed up a number of large projects, particularly on the pipeline 

side. Below is a list of what should be the majority of new, larger projects they have announced (costs 

in bold/italics represent USCA estimates):

i New Projects Since Sept.'12 Analyst Meeting

i • Project' .f;
't V

Pennant JV NGL Pipeline 

Big Pine Expansion 

Washington Country Gathering 

Utica Access 

Leach XPress 

Rayne XPress 

Cameron Access Project 

WB Xpress 

Mountaineer Xpress

. ,‘Segment .=vCost ($mm)

Gas Pipeline $60

Gas Pipeline $100

Gas Pipeline $120

Gas Pipeline $50

Gas Pipeline $1,400

Gas Pipeline $3SO

Gas Pipeline $310

Gas Pipeline $1,000

Gas Pipeline $500-$1000

-.‘Capacity^ (

- (mmcf/d) - ~
a In-Service^

90mbpd Q3'14

175 mmcf/d Q2'15

100 mmcf/d 2H'15

200 mmcf/d Q4'1G

1.5 bcf/d 2HT7

l.Obcf/d 2H’17

800 mmcf/d Q3T7

1.3 bcf/d Q4'18

.75-2 bcf/d 1H'17/4Q'18

Source: Nl, USCA

MLP: Company said that they look to make a decision on and around an MLR in the third quarter.

Regulatory: Tons of regulatory activity since the last meeting. Some of the more impactful items 

include:

o Columbia Gas of PA: Granted a $55mm rate increase in PA (effective 7.1.13). Filed rate case 

on 3.21.14 to support continuation of ongoing infrastructure modernization program. Would 
increase revenues by 'v$54mm if approved. Decision expected this year.

o Columbia Gas of OH: Received approval from PUC on 4.23.14 for annual infrastructure 

replacement and demand-side management rider. Revenue increase of $26mm.

o Columbia Gas of VA: Filed rate case in April 2014 with request for $32mm rate increase, with 
$25mm of that incremental. Decision expected by year-end with new rates effective 10.1.14.

o Columbia Gas of KY: Commission adopted a settlement in Dec. 2013 which provided for an 
$8mm rate increase effective 12.29.13.

o Bay State Gas (MA): In Feb. 2014, the Massachusetts Department of Public Utilities granted a 
$19mm rate increase effective 3.1.14.

o NIPSCO (IN): On April 30, IURC approved their Transmission, Distribution & Storage system 
improvement charge (TDSIC) rider. Seven-year investment of $710mm, with 80% tracked.
Adds revenue of $6mm in '15, $10mm in '16, $12mm in '17, $llmm in '18 and $13mm in '19.

o IN Infrastructure Tracking: Northern Indiana filed a 7-yr electric infrastructure plan with the 
IURC on July 19. Anticipated investment opportunities of >$1B, with 80% tracked. 2014 
investment anticipated at $75mm. a

** Important Disclosures on pages 5-6 of this report **
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o Transmission ROEs INDIEC: On Nov. 12, 2013, several industrial customers, including INDIEC, 

filed a complaint at the FERC regarding the 12.38% ROE used to set the MISO Transmission 

owners' transmission rates and requesting a reduction in the base ROE to 9.15% and a capital 

structure no more than 50% equity. NIPSCO joined in an answer defending the ROE and to 

dismiss the complaint. We see any impact as minimal to Nl given their ~$500mm of target 

projects (Reynolds to Hiple and Reynolds to Greentown) vs. an overall Nl rate base of ~$9B.

What to Look for This Year?

• Guidance:

o Previous guidance from two years ago ('12-'17 period): S-l%lyr EPS growth; 3-5%/yr 

dividend growth with 60-70% payout ratio target; and $1.5-$1.8B/yr capex.

o USCA Estimates ('14-'19 period): 8-10%/yr average EPS growth (more back-end weighted); 5- 

7%/yr dividend growth with 50-60% payout ratio; and $2-$2.5B/yr capex. With more detail 

due to come out of the meeting on major project costs, our estimates will be subject to some 

fine-tuning. Our estimates do not yet factor in an MLP as we need more specifics on what the 

MLP would look like. A 50-60% payout ratio is low, but with a larger anticipated capex 

program, Debt/EBITDA at ~5x and a historically conservative company, we think it's in the 

ballpark.

MLP Structure: Widely expected that Nl will outline plans and specifics for an MLP for their Gas 

Transportation & Storage assets. At this point we have no idea how Nl plans to structure the MLP - 

targeted distribution growth rate, timing of dropdowns, MLP role in funding organic growth, 

dropdowns done for what percent cash vs. equity. That said, we still need to estimate what an MLP 

would mean to NTs valuation and what the market is current imputing in the stock.

o What is Market Imputing?: To back into what we think the market is imputing for an MLP 
within Nl's ^$40/sh price we assumed the market is paying industry-type multiples on '15 

EBITDA for the utilities and then netted out the debt. It gets us to 16.2x for the Gas 

Transportation & Storage assets, roughly in line with peer multiples (EQM at 17.2x, SEP 14.5x, 

EPB 14.4x), and a total value of ~$10.7B.

Current M Valuation - Implied Midstream Value - Using ’1SE Multiples

Net .Asset Value

Shares outstanding r- 316mm

jsegrtiem^vSia^AU'iSEBinJAAmfnljyMuitipie .vyalue/shg

Gas Distribution 

Gas Trans. & Storage 

Electric Ops

$801

$663

$599

8.0* $6,408

\Wl6.2x'r^'$lb,?l£)

8.0* $4,791

$20.25

$33.87

$15.14

Net Debt

Current Share Price

($9,272) ($29.30)

Source: USCA, Company Reports

** Important Disclosures on pages 5-6 of this report **
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o What Could the Value Be?: We have made a world of assumptions in order to get to a 

number, so here are just a few of those: 10% of assets initially dropped and the remainder 

dropped down over an eight-year period; drops at lOx EBITDA multiple; and target 

distribution growth of 15%/yr with 1.0-1.lx coverage. If our plethora of assumptions are 

correct, it says the market has factored in the MLR, with a total value of ~$10.7B.

i''r Ni Potential MLR,Value ($mm)U2

GP Value $8,151

IP Unit Value $768

NPV of Undropped Assets $1,773

Total Potential Value $10,692

Source: USCA

Deep Dive on Segments: Expect a deep dive into the segments, with more specifics on costs behind 

some of the recently announced projects as well additional opportunities on the horizon.

** Important Disclosures on pages 5-6 of this report
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Analyst Certification:

We, Becca Followill, James Carreker, and Zachary Roilins, do hereby certify that the recommendations and 

opinions expressed in this presentation accurately reflect our personal views about any and all of the subject 

securities or issues discussed herein. Furthermore, no part of our compensation was, is, or will be, directly or 

indirectly, related to the specific recommendations or views expressed herein. We do not own any shares directly 

or indirectly (or any derivative thereof) of the company that is subject to this research report. Neither we nor any 

member of our households serves as an officer, director or advisory board member of any company that is subject 

to this presentation.

Employees of U.S. Capital Advisors LLC ("USCA" or "the Firm") not involved in the preparation of this report may 

have investments in securities or derivatives of securities of companies mentioned in this report, and may buy, sell, 

or trade them in ways different from, or in a manner inconsistent with, the recommendations and opinions 

expressed in this report.

Important Disclosures:

Analysts' compensation is not based on investment banking revenue and the analysts are not compensated by the 

subject companies. USCA provided and received compensation for providing investment banking services for the 

following subject companies within the past 12 months: EQT Midstream Partners (EQM), Oiltanking Partners 

(OILT), Plains All-American Pipeline (PAA), Plains GP Holdings (PAGP) and Rose Rock Midstream (RRMS). Within the 

next three months USCA may attempt to seek compensation for investment banking services from the companies 

mentioned within this report.

Opinion Key:

USCA uses a Buy, Overweight, Hold, Underweight and Sell rating system.

BUY - The stock has among the best combination of risk/reward and positive company specific catalysts within the 

sector. Stock is expected to trade higher on an absolute basis and be a top performer relative to peer stocks over 

the next 12 months.

OVERWEIGHT - The stock has above average risk/reward and is expected to outperform peer stocks over the next 

12 months.

HOLD - The stock has average risk/reward and is expected to perform in line with peer stocks over the next 12 

months.

UNDERWEIGHT - The stock has below average risk/reward and is expected to underperform peer stocks over the 

next 12 months.

SELL - The stock's risk/reward is skewed to the downside with possible negative company specific catalysts or 

excessive valuation. The stock is expected to trade lower on an absolute basis and be among the worst performers 

relative to peer stocks over the next 12 months.

Risks that may impede achievement of price target(s):

Industry wide risks include but are not limited to environmental and regulatory for both pipeline and E&P, aging 

infrastructure and availability of midstream infrastructure to accommodate new production. Competition for and 

availability of service crews and drilling rigs. Commodity prices, the economic outlook, access to capital markets. 

Interest rates. Asset recontracting. Cost overruns.

** Important Disclosures on pages 5-6 of this report **
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Price Target Methodology:

For C-Corps, our price targets are, generally, based on a traditional sum of the parts analysis. For traditional pipes and 

midstream assets, we value at 8-12x EBITDA multiples (usually forward year unless it doesn't represent a good run rate). LP 

units are marked to current market. GP values are determined using a discounted cash flow of projected distributions and then 

tax effected.

For MLPs, we average three different valuations as we have yet to find one pure way to value MIPs that captures the many 

nuances - current yield, growth, GP IDRs, equity to fund growth, etc. For all three methods, we start with six-year projections 

of LP distributions and assume a terminal growth rate. The three valuation methods - Traditional CAPM, Growth Adjusted Cash 

Yield, and GP Adjusted Distribution Discount Model - each yield a different cost of equity, which is then used as the discount 

rate against the projected distributions and terminal growth rates. Traditional CAPM is a straight forward traditional use of the 

Capital Asset Pricing Model. Growth Adjusted Cash Yield uses projected yield plus an adjustment for expected long-term 

distribution growth. GP Adjusted Distribution Discount Model uses average annual forecasted distributions for both the GP and 

LP for the next three years divided by the average number of forecasted LP units over the next three years divided by the 

current LP unit price. In our view, this method helps account for the higher cost of capital associated with GP IDRs.

Distribution of Ratings (as of September 12, 2014):

Historical Ratings and Price Targets may be found by clicking the link below:

USCA Ratine and Price Target History

For hard a hard copy of our price target/ratings history, please call 888-601-USCA (8722), or write to U.S. Capital Advisors, 1330 

Post Oak Blvd., Suite 900, Houston, TX, 77056.

A list of common terms and abbreviations may be found by viewing our Glossary.

©Copyright 2014 U.S. Capital Advisors LLC, all rights reserved. This information is confidential and may not be disclosed, copied 

or disseminated, in whole or in part, without the prior written permission of USCA. This communication is based on 

information which USCA believes is reliable; however, the Firm does not represent or warrant its accuracy. The viewpoints and 

opinions expressed in this communication represent the views of the authors as of the date of this report. These viewpoints 

and opinions may be subject to change without notice and USCA will not be responsible for any consequences associated with 

reliance on any statement or opinion contained in this communication. This report does not provide individually tailored 

investment advice. It has been prepared without regard to the individual financial circumstances and objectives of persons who 

may receive it and for this reason, this message should not be considered as an offer or solicitation to buy or sell any securities.

Securities offered through USCA Securities LLC, member FINRA/SIPC. Investment Advisory Services offered through USCA RIA 

LLC. Municipal advisory services offered through USCA Municipal Advisors LLC.

** Important Disclosures on pages 5-6 of this report **



Question No. GAS-ROR-011
Respondent: P.R. Moul

Page i of i

Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-Oli:

If applicable, please supply a listing of all common equity infusions from the 
parent to the Company over the past five years. In each case, identify date and 
dollar amount.

Response:

There have been no common equity infusions from the parent to the Company 
over the past five years (2010-2014).



Question No. GAS-ROR-012
Respondent: P.R. Moul

Page i of i

Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-012:

If applicable, please identify the Company's common dividend payments to its 
parent for each of the last five years.

Response:

Common Dividend payments to the Parent Company for the last 5 years were as 
follows:

2010 - $ 31,500,000
2011- $ 5,000,000
2012- $ 3,000,000
2013 - $ 8,000,000
2014 - $ 0



Question No. GAS-ROR-013
Respondent: P.R. Moul

Page 1 of 1

Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-013:

Please provide the latest year-by-year financial projections for the Company for 
the next five years. Also, please indicate the date these projections were 
prepared; whether approved by management; and whether the projections have 
been submitted to bond rating agencies. (Information should be treated in a 
confidential manner.)

Response:

The financial projections of the Company are confidential and will be made 
available upon request, subject to the execution of a confidentiality agreement.



Question No. GAS-ROR-014
Respondent: P.R. Moul
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Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-014:

Please provide the Company’s five-year construction budget.

Response:

GAS-ROR-014 Attachment A provides Columbia Gas of Pennsylvania’s current 
five year Capital Program (2015-2019) broken down by Business Class, 
summarized by Gross Capital Expenditures, Net Capital Expenditures, and 
Contributions and Reimbursements.



GAS-ROR-014 

Attachment A 
Page 1 of 1

Columbia Gas of Pennsylvania 

Capital Program 

($000)

Gross View

Class 2015 2016 2017 2018 2019

Growth $20,000 $19,000 $18,500 $19,000 $19,700

Betterment $9,100 $31,800 $31,000 $24,700 $27,200

Public Improvement $4,500 $4,100 $4,000 $4,000 $4,000

Replacement $144,600 $147,000 $168,805 $169,070 $160,000

Support Services $14,222 $4,250 $4,550 $3,750 $3,850

Corporate/Segment IT $4,564 $4,820 $4,919 $6,342 $4,140

Automated Meter Reading $410 $410 $410 $410 $410

Total Gross Capital $197,396 $211,380 $232,184 $227,272 $219,300

2015 2016 2017 2018 2019

Contributions • Growth ($2,700) ($400) ($300) ($300) ($300)

Reimbursement - Betterment $0 $0 $0 $0 $0

Reimbursement - Public Improvement ($400) ($400) ($400) ($400) ($400)

Reimbursement - Replacement $0 $0 $0 $0 $0

Total Contributions & Reimbursements ($3,100) ($800) ($700) ($700) ($700)

.Net View - ~ . ■ • ~|

Class 2014 2015 2016 2017 2018

Growth $22,700 $19,400 $18,800 $19,300 $20,000

Betterment $9,100 $31,800 $31,000 $24,700 $27,200

Public Improvement $4,900 $4,500 $4,400 $4,400 $4,400

Replacement $144,600 $147,000 $168,805 $169,070 $160,000

Support Services $14,222 $4,250 $4,550 $3,750 $3,850

Corporate IT $4,564 $4,820 $4,919 $6,342 $4,140

Automated Meter Reading $410 $410 $410 $410 $410

Total Net Capital $200,496 $212,180 $232,884 $227,972 $220,000



Question No. GAS-ROR-015
Respondent: P.R. Moul

Page 1 of 1

Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-015:

Please identify the Company's and, if applicable, its parent's capital structure 
targets (percentages of capital types). Provide the complete basis for the capital 
structure targets.

Response: Columbia Gas of Pennsylvania, Inc.

The Company targets an equity ratio of between 52-56% and a debt ratio, 
including short term debt, of between 44-48%. These ranges have been 
acceptable in Pennsylvania in the past. They also fall within the ranges of the Gas 
Group as described in Paul R. Moul’s direct testimony, Columbia Statement No. 
8..

Response: NiSource Inc.

NiSource Inc. does not formally publish a capital structure target, but it 
implements its financial strategy with the goal of maintaining an investment 
grade bond rating.



Question No. GAS-ROR-016
Respondent: P.R. Moul

Page 1 of 1

Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-016:

For each month, of the most recent 24 months, please supply the Company's

a. short-term debt balance;

b. short-term debt interest rate;

c. balance of construction work in progress; and

d. balance of construction work in progress which is eligible for AFUDC
accrual.

Response:

Please see GAS-ROR-016 Attachment A.
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COLUMBIA GAS OF PENNSYLVANIA. INC. 
Standard Data Request - Rate of Return 

GAS-ROR-016

Part A Part B PartC Part D
Short Term Debt Construction Work in Progress

Balance Rate

CWIP
Balance

CWIP 
Eligible for 

AFUDC
($000) % (DollarsS) (DollarsS)

0 1.28% 11,596.649 8,966,582

0 1.19% 13,510,988 10,011,283
0 1.17% 11,995,282 7,129,448
0 1.07% 13,378,477 7,960,000
0 0.96% 15,045,210 8,876,058
0 0.56% 16.600,071 11.926,561
0 0.67% 18,821,384 14.462,534
0 0.70% 22,662,182 18.127.830
0 0.69% 29.541,934 25.361,687

22.845 0.68% 21,063,768 17,584,998

43.094 0.68% 24,942,784 21,830,054

41.531 0.68% 26,946,601 23,778,772

41,296 0.71% 24,550,265 19,915.911

0 0.71% 30,907,927 25,680,223
0 0.69% 33,925,106 28,047.616
0 0.61% 39,602,330 33,329,389
0 0.59% 28,114,486 22,709,191
0 0.61% 25,669,768 20.083.413

26.931 0.64% 15,148,354 10,798.325

70,063 0.67% 25,042,656 21.411,527
89,642 0.73% 22,781.410 20,080,401

105,719 0.67% 29,225,850 27,414,049
124,501 0.66% 30.152.792 29,163,959
125,029 0.71% 19,464,729 20,661,133



Question No. GAS-ROR-017
Respondent: P.R. Moul
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Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-017:

If applicable, please provide the currently authorized returns on equity for each 
of the parent's utility subsidiaries of the same industry type as the Company. In 
each case identify the approximate date when the current return on equity was 
approved by the state commission.

Response:

Company Date ROE
Columbia Gas of Kentucky December 29, 2013 10.125%
Columbia Gas of Ohio October 24, 2008 10.39%
Columbia Gas of Maryland September 23, 2013 9.60%
Columbia Gas of Virginia December 17, 2010 10.10%
Columbia Gas of Massachusetts February 28,2014 9-55%
NIPSCO - Gas August 28, 2013 9.90%



Question No. GAS-ROR-018
Respondent: P.R. Moul
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Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-018:

Has the Utility reacquired or repurchased any debt within the last five years? If 
so, provide a summary of each gain or loss on reacquired debt, the date on which 
the utility commenced amortization of such a gain or loss, the regulatory 
commission decision addressing the treatment of such gain or loss on reacquired 
debt, if any, on interest expense.

Response:

Columbia has not reacquired or repurchased any debt within the last five years.



Question No. GAS-ROR-019
Respondent: P.R. Moul

Page 1 of 1

Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-019:

Fully identify all debt (other than instruments traded in public markets) owed to 
all shareholders, corporate officers, or members of the board of directors, its 
affiliates, parent company, or subsidiaries.

Response:

Columbia Gas of Pennsylvania, Inc. (the Company) is a wholly owned subsidiary 
of NiSource Gas Distribution, Inc., which is a subsidiary of NiSource Inc. (the 
Parent). All debt of the Company is held by the Parent, through its subsidiary, 
NiSource Finance Corp., and is not publicly traded.

Please see Attachment A to this Response.
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Witness: Paul R. Moul

COLUMBIA GAS OF PENNSYLVANIA. INC.

STATEMENT OF OUTSTANDING LONG TERM NOTES AT DECEMBER 31.2014

Line
No. Descrintion

Columbia Gas of Pennsvlvania. Inc.

Date
of

Issue
(1)

Date
of

Maturity
(2)

Principal
Amount
Issued

(3)

$

Amount
Paid
(4)

$

Amount
Outstandino

(5)

$

Coupon 
Interest Rate

(6)

Annualized
Cost
(7)

$

1 I ONG TERM DFRT

2 Debentures 11/28/2005 11/28/2015 47,350,000 $ - 47,350,000 5.410% 2,561,635

3 Debentures 11/28/2005 11/28/2016 18,525,000 $ - 18,525,000 5.450% 1,009,613

4 Debentures 11/28/2005 11/28/2025 54,515,000 s - 54,515,000 5.920% 3,227,288

5 Debentures 11/1/2006 11/1/2021 20,000,000 $ - 20,000,000 6.015% 1,203,000

6 Debentures 12/14/2007 12/14/2027 58,000,000 $ - 58,000,000 6.865% 3,981,700

7 Debentures 12/16/2010 12/16/2030 28,000,000 $ - 28,000,000 6.020% 1,685,600

8 Debentures 3/28/2012 3/26/2032 30,000,000 s - 30,000,000 5.355% 1,606,500

9 Debentures 3/28/2012 3/26/2042 35,000,000 $ - 35,000,000 5.890% 2,061,500

10 Debentures 11/28/2012 11/28/2042 65,000,000 $ - 65,000,000 5.260% 3,419.000

11 Debentures 6/19/2013 06/19/2043 23,000.000 $ - 23,000,000 5.530% 1,271,900

12 Debentures 12/18/2013 12/18/2043 32,000,000 s - 32,000,000 6.290% 2,012,800

13 Debentures 12/18/2014 12/16/2043 30,000,000 $ . 30,000,000 4.430% 1,329,000

14 TOTAL INSTALLMENT FROM NOTES PAYABLE 441,390,000 $ 441,390,000 25,369,536

5.748%

TOTAL AVERAGE WEIGHTED 

15 EFFECTIVE COST RATE 

[Col. 7/Col. 5]



Question No. GAS-ROR-020
Respondent: P.R. Moul

Page 1 of 1

Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-20:

Provide a summary statement of all stock dividends, splits, or par value changes 
during the two (2) year calendar period preceding the rate case filing.

Response:

Cash dividends on NiSource Inc. stock during the two year calendar period 
preceding the rate case were as follows:

Date Declared Record Date Date of Payment
Dividend 
Per share

05-Aug-i4 3i-Oct-i4 20-N0V-14 $0.26
13-May-14 31-JUI-14 20-Aug-i4 $0.26
25-Mar-14 30-Apr-i4 20-May-i4 $0.25

29-Jan-i4 io-Feb-14 20-Feb-i4 $0.25

27-Aug-i3 31-OCM3 20-N0V-13 $0.25
14-May-13 31-JUI-13 20-Aug-i3 $0.25
2'6-Mar-i3 30-Apr-i3 20-May-i3 $0.24
25-Jan-i3 04-Feb-i3 20-Feb-i3 $0.24

NiSource Inc. did not have any stock splits or par value changes during the two 
year calendar period preceding the rate case.



Question No. GAS-ROR-021
Respondent: P.R. Moul

Page 1 of 1

Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-021:

If a claim of the filing utility is based on utilization of the capital structure or 
capital costs of the parent company and system—consolidated, the reasons for 
this claim must be fully stated and supported.

Response:

The filing utility, Columbia Gas of Pennsylvania, Inc., is not utilizing the capital 
structure of the parent company (NiSource Gas Distribution, Inc.), or the system 
consolidated (NiSource Inc.) in its claim.



Question No. GAS-ROR-022
Respondent: P.R. Moul

Page 1 of 1

Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-022:

To the extent not provided in SDR III-A.13, supply projected capital 
requirements and sources of the tiling utility, its parent and system-- 
consolidated—for the test year and each of three (3) comparable future years.

Response:

Please see GAS-ROR-022 Attachment A, page 1, which provides Columbia Gas of 
Pennsylvania’s capital requirements and sources for the test year (November 30, 
2014). See GAS-ROR-022 Attachment A, page 2, which provides NiSource Inc’s 
capital requirements and sources for December 31, 2013. The System prepares 
YTD cash flow statements, therefore a November 30, 2013 statement is not 
available.

Please refer to Exhibit No. 405, for the projected capital requirements and 
sources of the filing utility and its system for the three comparable future years.



GAS-ROR-022
Attachment A

Page 1 of 2

COLUMBIA GAS OF PENNSYLVANIA. INC.

53.53 II. RATE OF RETURN

A. ALL Utilities

Test Year
USES OF FUNDS November 30, 2014

000’s

Constructions $211,728
Allowance for Funds Used During Contraction 356

Debt Retirement and Redemption 0
Other Investing Activities 0

Common Dividends  0
Total Funds Required  212,084

SOURCES OF FUNDS

Internal Sources

Net Income $63,144

Depreciation 40,991
Deferred Taxes 14,662
OPEB (6,303)
Retirement Income Plan (3,258)
Other Non-Current Assets and Liabilities 13,671

Other Regulatory Assets 394
Working Capital (4.747)
Total Internal Sources 118,554

External Sources
Common Stock/Additional Paid in Capital 33
Net Increase(Decrease) in Short-Term Borrowings 0
Issuance of Long-Term debt 10,000
Net Increase(Decrease) in Temporary Cash Investment 83,497
Total External Sources ____________ 93,530

212,084Total Sources of Funds



GAS-ROR-022
AHachment A

Page 1 of 2

COLUMBIA GAS OF PENNSYLVANIA. INC.

53.53 II. RATE OF RETURN

A. ALL Utilities

Test Year
USES OF FUNDS November 30. 2014

- 000’s

Constructions $211,728

Allowance for Funds Used During Contruction 356
Debt Retirement and Redemption 0
Other Investing Activities 0

Common Dividends  0
Total Funds Required  212,084

SOURCES OF FUNDS

Internal Sources
Net Income $63,144

Depreciation 40,991
Deferred Taxes 14,662
OPEB (6,303)
Retirement Income Plan (3,258)
Other Non-Current Assets and Liabilities 13,671

Other Regulatory Assets 394
Working Capital _____________(4,747)

Total Internal Sources ___________ 118,554

External Sources
Common Stock/Additional Paid in Capital 33
Net Increase(Decrease) in Short-Term Borrowings 0
Issuance of Long-Term debt 10,000

Net Increase(Decrease) in Temporary Cash Investment ____________ 83,497
Total External Sources  93.530

212.084Total Sources of Funds



GAS-ROR-022
Attachment A

Page 2 of 2

NISOURCE. INC.

53.5311. RATE OF RETURN

A. ALL Utilities

USES OF FUNDS December 31.2013 
in millions

Constructions 1,879.9
Allowance for Funds Used During Contruction 18.5

Debt Retirement and Redemption 514.1

Retirement of Preferred Stock 0.0

Common Dividends 305.9

Acquisition of Treasury Stock 8.1

Other Investing Activities  130,2

Total Funds Required  2,856.7

SOURCES OF FUNDS

Internal Sources

Net Income 532.1
Depreciation 577.3
Deferred Taxes 287.4
Other Cash Flow From Operations (68)
Working Capital 55.3
Total Internal Sources __________ 1,445.3

External Sources

Common Stock

Net Increase(Decrease) in Short-Term Borrowings 

Issuance of Long-term Debt 

Sale of Assets 

Total External Sources

2.856.7

43.7

60.1

1,307.6

00
1.411.4

Total Sources of Funds



Question No. GAS-ROR-023
Respondent: P.R. Moul

Page 1 of 1

Columbia Gas of Pennsylvania, Inc.

Standard Data Request

Rate of Return

Question No. GAS-ROR-023:

To the extent not provided elsewhere, supply financial data of Company and/or 
parent for the last five (5) years.

a. Times interest earned ratio - pre and post tax basis.

b. Preferred stock dividend coverage ratio - post tax basis.

c. Times fixed charges earned ratio - pre tax basis.

d. Dividend payout ratio.

e. AFUDC as a percent of earnings available for common equity.

f. Construction work in progress as a percent of net utility plant.

g. Effective income tax rate.

h. Internal cash generations as a percent of total capital requirements. 

Response:

Please see GAS-ROR-023 Attachment A, page 1 for Company financial data and 
page 2 for parent financial data.



GAS-ROR-023
Attachment A

Page 1 of 2

COLUMBIA GAS OF PENNSYLVANIA, INC. 
Standard Data Request - Rate of Return 

SDR No. 23 - Exhibit

a. Times Interest earned ratio -- pre and post tax basis.
2009 2010 2011 2012 2013

Pre-tax 3.29 3.67 2.89 3.36 4.20
Post-tax 2.48 4.04 3.04 3.20 3.47

b. Preferred stock dividend coverage ratio -- post tax basis.
The Company has no preferred stock outstanding.

c. Time fixed charges earned ratio - post tax basis.
2009 2010 2011 2012 2013
4.49 3.64 3.22 3.37 4.23

d. Dividend payout ratio.
2009 2010 2011 2012 2013
0.74 0.63 0.12 0.06 0.14

e. AFUDC as earnings available for common equity.
2009 2010 2011 2012 2013
1.00% 0.30% 0.40% 0.70% 0.73%

f. Construction work in progress as a percent of net utility plant.
2009 2010 2011 2012 2013

0.18% 1.29% 1.85% 1.21% 2.22%

g. Effective income tax rate (1)
2009 2010 2011 2012 2013

35.06% -13.67% -7.74% 6.74% 22.72%

h. Internal cash generations as a percent of total capital requirements
2009 2010 2011 2012 2013

139.50% 45.90% 49.20% 86.83% 52.05%

(1) Effective income tax rates are low for the more recent years due to the flow 
through treatment of repairs and the amortization of the tax refund due to repairs.



GAS-ROR-023
Attachment A

Page 2 of 2

NiSource Inc.
Standard Data Request - Rate of Return 

SDR No. 23 - Exhibit

a. Times Interest earned ratio -- pre and post tax basis.
2009 2010 2011 2012 2013

Pre-tax 1.88 2.11 2.13 2.30 2.54
Post-tax 2.29 3.04 3.46 4.67 6.32

b. Preferred stock dividend coverage ratio -- post tax basis.
2009 2010 2011 2012 2013

0.00% 0.00% 0.00% 0.00% 0.00%
NOTE: All outstanding cumulative preferred stock was redeemed in 2006.

c. Time fixed charges earned ratio -- post tax basis.
2009 2010 2011 2012 2013
1.91 2.00 2.11 2.38 2.63

d. Dividend payout ratio.
2009 2010 2011 2012 2013
1.16 0.88 0.86 0.66 0.57

e. AFUDC as earnings available for common equity.
2009 2010 2011 2012 2013

2.34% -4.38% -6.19% -8.50% 3.77%

f. Construction work in progress as a percent of net utility plant.
2009 2010 2011 2012 2013

2.79% 2.41% 3.32% 5.83% 5.19%

g. Effective income tax rate.
2009 2010 2011 2012 2013

41.76% 32.45% 34.96% 34.42% 34.79%

h. Internal cash generations as a percent of total capital requirements
2009 2010 2011 2012 2013

119.73% 103.67% 66.80% 66.57% 58.44%


